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Abstract

Leading change towards sustainable development

Inspired by the WBCSD Vision 2050 in which “all people live well within
the limits of the planet”, this books asks how do we achieve this bold ambi-
tion? Telling a story of personal growth and corporate transformation, it
provides insights and tools for anyone driving sustainable development
within their organizations and in their own lives.

Discover how you can consciously use your professional role as a
source of change. Learn how the consistent use of few, yet meaningful
visuals, enables generative dialogue and communication for aligned
problem solving within multi-disciplinary and multi-stakeholder teams.
See how personal mastery can guide you in identifying the contribution
you can make, both towards wider goals and your individual well-being.

On this journey, “meaning-making” is essential. In organizations,
co-creation of a shared language and an understanding of disruptive
innovation are fundamental to successful transformation.

In exploring these topics, the book builds on a set of core concepts:
Rogers’ innovation diffusion curve, the triple bottom line (people, prof-
it, planet) expanded with a fourth “P” (the individual), and the WWF
“ice-breaker” graph which maps the environmental footprint against the

human development index.

Key words

co-creation, corporate transformation, (corporate) cultural change, disrup-
tive innovation, ecological worldviews, fuzzy-front end, personal mastery,
response-ability, sense and meaning making, servant leadership, sustainable

development, system thinking
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Preface

We cannot solve our problems with the same thinking we used when we

created them.

(Albert Einstein)

If—in a situation, when you hit a wall and there seems to be no way
out—you trust in life and in yourself, you'll find a solution.

1t might not be obvious.

1t might feel counter-logical.

Even so, it is there, often close by, where you don’t expect it.
(My mother to me when I was around 17 years old)






Foreword

Half of a century has passed since, when at lunch with my parents and
brothers one Sunday, we hotly contested the prospects for future genera-
tions if the world’s forests were to continue to shrink, populations to rise,
and desertification to increase. Much has changed since then. Substanti-
ated data increasingly supports the insightful intuitions that informed
our 60’s lunchtime debate. Sustainability has become mainstream and
every corporation that looks to the future knows that its’ reputation
could be severely damaged if this once marginal issue is not properly
managed. So much has changed and yet......... the world’s forests con-
tinue to shrink, populations to rise, and every year deserts roll forward.
We are prodigiously clever, but wisdom it seems, remains out of reach.
Dorothea Ernst’s travel report is wrapped around the concept of the
Twin Path of leadership. This idea was first explained to me when a
small group of Native Americans undertook the challenging task of
completing my education. Interested in my access to business leaders
they shared some of their knowledge on the theory and practice of lead-

ership.

We do not trust any leader who does not walk the Twin Trail-the
inner trail of self-understanding, self-unfolding, and deepening; the
outer trail of action and powerful effect in the world. The outer trail
of having effect in the world is hugely important, but without the on-
going wisdom path of the inner trail, it will inevitably become hostile
to the greater good.

Dorothea walks the twin trail and her narrative invites us to walk along-
side. Many of us never get closer to the world of corporate business than
the purchase of goods and services marketed by them. A relatively small
number of us work inside the behemoth, and right now it is to this
population that a question of some significance presents itself for en-
quiry. The corporations that bestride the world are the engines that

power our modern global economy. They function on the basis of sever-
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al beliefs, and one of these beliefs rests on the idea that the purpose of
such organisations is to drive growth and create profit. After many years
inside Philips, Dorothea offers the following advice to those who con-

tinue to search innovation for sustainable development.
Dare to re-connect to being human.

It is this challenge that will ultimately oblige us to re-examine what
we mean by growth and profit. Our understanding of these concepts, as
revealed in the world that we are so energetically manifesting, will send
us to the cliff edge if not fundamentally revised. The confidence to co-
create the World Business Council for Sustainable Development’s Vi-
sion 2050 will be inspired and enabled by a kinder, more generous, in-
clusive, truthful, and profound notion of growth and profit. With this
in place the extraordinary creativity, dedication, and resourcefulness of
the people working inside our organisations will find traction and the
guiding principles that can, eventually, take our species home. Home to
ourselves and home to the wider community of non-human life forms

upon which we rely for the future worth having.

Mac Macartney
27th October 2015
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Framing

When pioneering “innovation for sustainable development” for a multi-
national corporation (MNC), I was invited to participate in a project
called Vision 2050," organized by the World Business Council for Sus-
tainable Development (WBCSD). In 2008 to 2009, when the world
was shaken by multiple crises, such as climate change, the global finan-
cial crisis, a severe food crisis, water scarcity, and more, I witnessed the

emergence of an amazing vision, a new really bold dream for humanity:
In 2050, some nine billion (all) people live well and in the limits of the planet.

When sharing this vision in deployment sessions in recent years, I

used to pose the following three questions:

Do you think this is a desirable future?
2. Do you think—taking into consideration all knowledge and
creativity humanity has—it could be achieved?

3. Do you think it will be achieved?

In my experience close to 100 percent of the audience agree on the
first question; for the second question the yes drops to 50 percent or
slightly less; the third question in optimistic groups is positively
answered by about 8 percent of the participants, in pessimistic groups by

only 3 to 5 percent.
What does that mean?

Odur initial challenge at this moment in time is a lack of confidence,
a lack of pioneering spirit, a lack of trust that innovating for sustainable

development is a possible and worthwhile journey.

Where does this come from?
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Scary headlines and new concepts bombard us with accelerating
pace: big global challenges, economic crises, waves of refugees, system
innovation, crowd sourcing, collaboration, time is running out... And
we humans are the root cause for all that trouble?! The problems of the
world nowadays seem to be so complex, overwhelmingly big, and im-
mensely risky that pessimism and cynicism grow and keep many of us in
a paralyzed state of non-action or withdrawal into private life. However,
if you dare to take a closer look, you might discover convincing reasons
to become optimistic and roll your sleeves up and join to co-create an

amazing future...

At the end 2012, I joined a personal mastery program called 7he
Journey. It suggested a twin-path* of leadership towards sustainable devel-
opment. In early 2014, I shared my twin-path journey with a group of
Marie-Curie PhD students in Brussels and got invited to write it down in
a book, which brought me again to my personal “fuzzy front-end™—
a highly unfamiliar situation, asking for courage, imagination, new
skills, and so on.

Surprisingly, through the process of writing, I became aware that the
essence of my work at the Dutch MNC Philips was sense- and meaning-
making. Sense- and meaning-making on an individual level have a lot to
do with increasing self-awareness and consciousness development; on a
group- or organizational level transparency, communication and human
relationships play a central role.

Having an educational background in science and professional lega-
cy in (originally technology-driven) innovation, initially this was an un-

expected insight; in the meantime it makes perfect sense for me. Why?
Vision 2050 lifts us to the fuzzy front-end of innovation:

e It demands (social) system innovation and multi-
stakeholder collaboration: in other words dealing with
complexity.

o It confronts us with the ambiguity of not-knowing and
opens a lot of space for human creativity, curiosity, and the

will to discover and pioneer.
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e It challenges some fundamental implicit assumption about
our current economic logic, asking us to consciously
develop new response-ability replacing routine and

unconscious reaction behaviors.

Why is it so difficult to deal with complexity and ambiguity? What does
it take to develop new response-ability?
In order to answer these questions, let’s first look into “normal”

business and innovation practice...

e The essence of successful business is value creation (via
product’ and revenue stream [sales] creation).

e Value creation is the target of impactful leadership.

e The essence of impactful leadership is sense- and decision-
making followed by effective implementation.

e Sense- and decision-making and its implementation require
meaningful communication.

e  Meaningful communication is rooted in common language.

e  Common language is anchored in (corporate and
local/national) culture and generally is unconsciously used,

so part of our daily routine.
How is this different from innovating towards Vision 20502

e  The fuzzy front-end is the messy getting started period of
often disruptive innovation.

e Disruptive innovation is characterized by multiple
dimensions of newness combined with the absence of
proven or aligned ways of working, challenging existing

market expectation.

""The term product is used here in its broadest sense-embracing material
goods (e.g., pens, cars, mobile phones), software (including computer
games, apps, B2B machine codes), services (consultancy offers, event organ-
ization, train rides, flights, etc.), and system solutions (healthcare delivery,

education, ...)
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e  Multiple dimensions of newness ask for exploration,
pioneering, and integration of a variety of different (expert
or stakeholder) perspectives.

e Different experts or stakeholders seldom have a common
language.

e A common language is a prerequisite for meaningful
communication.

e  Meaningful communication enables collective problem
understanding, common goal definition, resilient decision

making, and co-creation.

Having worked at the fuzzy front-end of innovation for more than a
decade, in my view, sense- and meaning-making should become a con-
sciously managed innovation process step at the start of any disruptive
or complex innovation project. It is this often not recognized and un-
dervalued activity that helps to embrace and understand complexity,
clarify ambiguity, and develop new individual and collective behavior
patterns that finally lead to appropriate response-ability that creates dis-
ruptive innovation opportunities.

Interestingly language and words allow sense to travel from one place to
another and conserve it over time. Likewise money since its invention has
been a means to transport value across spatial distance and preserve it over
time. Which meaning a word has, though, highly depends on the context of

use, comparable to the impact that money can have in different situations.

This book is a travel report of my twin-path journey of leading in-
novation at the fuzzy front-end: a journey of sense- and meaning-
making in order to enable future value creation. To make this explicit,
the book is written from two angles: my personal leadership develop-
ment journey is interwoven with the innovation and organizational
change that I inspired and witnessed at Philips, a Dutch multinational
in the first decade of the millennium and beyond.

Travel reports are written to stimulate curiosity to discover some-
thing new, inform, as an invitation to let go of prejudices and assump-
tions, to share tips and tricks, thus offering those who want to go on a

similar journey, a way to build confidence.



Twin-Path: Personal
Mastery in Coherence with
Impactful Action in the

World

The notion of personal mastery is prominently introduced by Peter Sen-
ge’s in his book: The Fifth Discipline.* It is “the discipline of continually
clarifying and deepening our personal visions, focusing our energies,
developing patience, and seeing reality objectively.” I’s all about an in-
ner dialog between intuition and intellect. Especially at the fuzzy front-
end of innovation, personal mastery is an essential leadership skill to
navigate the related complexity and uncertainty.

In the context of innovation, impactful action can be characterized
through opening and using potential for multi-stakeholder value crea-
tion, such as value for the user through high-quality, fairly priced prod-
ucts; economic value for the shareholders; and value for the employees
through safe work and a fair salary. At the fuzzy front-end of innova-
tion, the main action lies in opening new value creation space, generat-
ing new business ideas and incubating them to traditional Product Crea-
tion Process maturity. This is likely to happen in learning organizations
that are conscious about the mental models that influence their decision
making and acting. Such organizations are capable of developing a
shared vision about the common future. They practice the art of dialog as
a process for team building and use systems thinking. 1f the participating
individuals have a well-rooted self-awareness, the probability of success

increases significantly.
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Figure 1 Timeline twin-path journey

Figure 1 gives an overview of the twin-path journey shared in this
book in yearly steps. The upper steps capture my personal mastery, the
lower my view on the steps that Philips took. I contributed to the
Philips journey until mid-2011.

The grey arrows indicate the four parts of the journey. Each part is
captured in a separate chapter (Chapters 2 to 5) and is characterized by a
scope extension with respect to the impact on the world and a growing

depth of the self-awareness development.



CHAPTER 1

Departure Points

Every journey starts from a context and is rooted in an intention. This
chapter introduces the departure points of both Philips, the organization
that was the “landing point” of my professional contribution and my
personal situation. The twin-path journey was deeply influenced by
some fundamental sociopolitical disruptions that humanity witnessed at

the end of the 20th century.

1.1 The End of Modernity

The term “modernity” is used by many different expert groups in a
broad variety of contexts: philosophy, art, history, politics, and so forth.
In the context of this book, I use it to capture a “world view” that is
rooted in the scientific thinking that had emerged especially in Western
Europe since the late 16th century initiated through the discoveries
of Galileo Galilei, Johannes Kepler, Isaac Newton, and so forth. and
the complementary philosophical ideas of initially Rene Decartes and
Gottfried Leibnitz and later Immanuel Kant. A worldview captures the
cultural and intellectual movements of a time.

The essence of the world view of modernity that dominated Europe
from 1789' to 1989 is:

e Linearity of time: Time is an arrow, “chronos” or sequential,
clockwise plannable time
e (Historical) determinism leading to the idea of predictability

and expectations
Why do I mention this as a departure point of the journey?

The answer is twofold:
With the French Revolution in 1789 a new social order based on the
idea of a Nation State emerged in Europe and North America. In parallel
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the translation of scientific insight into technology enabled the industrial
revolution that dramatically changed the economy. The division of labor
and the need for (natural) resources increased rapidly and created new
social challenges, which were responded to through two juxtaposing
ideologies: democracy and capitalism versus communism/socialism and
the planned economy. At the same time, at different paces in different
parts of the world, living standards improved and population growth
started to accelerate.

In 1989, only a decade before the journey I share here started, hu-
manity witnessed some fundamental disruptions challenging the polar-
ized world organization. In the same year, three major events coincided,

setting an end to modernity:

e In March the World Wide Web was invented. Since then—
facilitated by digital technologies—human culture,
communication, and interaction have changed fundamentally.

o In June the Tiananmen Square protests in China, also called the
“89 Democracy Movement,” in the aftermath led to a drastic
change in the Chinese economic system: The country became
the “production center” of the world.

e In November the fall of the Berlin Wall led to the end of the
cold war and massively accelerated globalization under the

notion of neoliberals” capitalism.

The sociopolitical context to which big multinationals like Philips had to
adapt had changed deeply, opening new business opportunities and new
threats.

How did the corporate world adjust and respond to them?

1.2 Corporate and Innovation Management

Lean production and quality management surfaced at the end of the
1980s. They led to an expansion of the innovation focus beyond prod-
uct innovation to also consciously managing process innovation, espe-
cially building on the emerging digital technologies. This often led to
increased efficiency in production processes accompanied by initally

significant cost reduction. Only at the start of the new millennium did
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IT start to be consolidated into corporate functions, with the role of
establishing and maintaining an integrated IT system for the entire firm.

Since the mid-1990s, a broad literature base has emerged about the
link between R&D and corporate strategy, organizational change and
transformation processes. Nowadays a broad variety of proven concepts
for vision and strategy building and innovation management are dis-
cussed in management books and academic papers. Many consultancies
develop suggest and facilitate such processes. An increasing “army” of
coaches support managers and employees to build effective teams and
handle the “emotional side effects” of reorganizations and restructuring
processes.

However, pioneering new innovation approaches at the fuzzy front
end comes with quite specific challenges related to the “newness” of the
theme and the lack of others to share experiences and learn from. All the
steps of the journey discussed here asked for such fundamental pioneer-
ing work beyond proven concepts. In other words: What from the out-
side might seem to be a “normal” strategy and organizational change
process today was actually an inzuitively mindful orchestrated long-term

disruptive innovation journey.

Now let’s get a rough idea about the firm that dared to explore and pioneer.

1.3 Royal Philips, a Dutch Multinational Corporation

Royal Philips NV (Philips) is a global corporation and an internationally
recognized brand name. It is a diversified health and well-being company
headquartered in the Netherlands. In 2014 it posted sales of EUR 21.4
billion—half of which comes from Green Product sales—with an
EBITA' of 3.8 percent. The company had some 113,600 employees in
more than 100 countries.

Philips is one of a relatively small band of firms, which have survived
longer than a century. The original company was set up in 1891 by
Anton and Gerard Philips as Philips Gloeilampen Fabrieken N.V., and
the Eindhoven factory they built produced light bulbs.” Today, Philips

PEBITA stands for: earnings before interest, tax, and amortization expenses
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is in a major transformation process, disentangling the Lighting and
the Healthcare businesses. Since the very beginning, the company’s mis-
sion has stayed the same: Improving people’s lives through meaningful

innovation.

Philips legacy in innovation

Philips has a proud history of innovation and has been responsible for
launching several “new to the world” product categories such as medical
X-ray tubes back in 1918, the “Ideezet” radio tube in 1919, rotary heads
for shavers in 1939, the compact cassette in 1963, the Ambilight TV in
2004, and through to a cradle-to-cradle inspired vacuum cleaner in
2009. To the development of the compact disc (CD) in 1981, the DVD
in 1996, the corporation made major contributions. These successes are
linked to Philips’ deep understanding of innovation enabled by signifi-
cant R&D investments.

Philips’ innovation legacy dates back to its foundation in 1891. In
1914, Philips Research was established to fuel the company with inno-
vative technologies. It maintains good relationships with a broad global
network of technical universities and a long tradition of participating in
global standardization committees. Since the mid-1920s, Philips Design
has complemented technology with esthetic and human perspectives.

Like many other long-lived corporations, Philips has adjusted its in-
novation approach several times, anticipating major changes in society.
In recent decades this has resulted in the opening of an experience lab in
Eindhoven and the recognition of being a leader in Open Innovation. In
the late 1990s the closed research laboratories transformed into a vibrant
high tech campus, now hosting over 100 business entities, some of

which belong to Philips.

Philips legacy in sustainability

Putting people at the center of their business activities, Philips’ founding
fathers embedded sustainability at the heart of their company since its
earliest days. Already early in the 20th century Philips employees bene-

fitted from schools, housing, and pension schemes.
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At the beginning of the 1970s, the corporation participated in the
Club of Rome’s “Limits to Growth” dialogue.® This triggered the estab-
lishment of the first corporate environmental function in 1971. Inidally
it had the role of creating transparency on Philips compliance with envi-
ronmental laws and health and safety regulations. Since the end of the
20th century Philips’ sustainability efforts have been accelerating.
EcoVision programs were first launched in 1998, setting corporate sus-
tainability-related targets. In 2003, a structured “sustainable supply
chain program” was also introduced. In the same year, the Philips Envi-
ronmental Report (first published in 1999) was extended into a Sustain-
ability Report and in 2009 this was integrated into the Philips Annual
Report communicating its financial, environmental and social perfor-
mance in a single aligned document. This signaled the full embedding
of sustainability in Philips’ business practices.

Philips’ involvement in the World Business Council for Sustainable
Development (WBCSD) dates back to 1992, when the Council was set
up in the wake of the first Rio Earth Summit. In 2008 to 2010, the
company participated in the Vision 2050 project coauthoring the big
idea that: In 2050 some nine billion people live well in the limits of the

planet. Two years later Philips announced its own new vision:

At Philips, we strive to make the world healthier and more sus-
tainable through innovation. Our goal is to improve the lives of
3 billion people a year by 2025. We will be the best place to work
Jor people who share our passion. Together we will deliver superior

value for our customers and shareholders.

This vision expresses a serious commitment to innovation for sus-
tainable development as defined in the Brundtland report.’

The sociopolitical context and the state of innovation practice at the
end of the 20th century were deeply changing and Philips proactively
adjusted to them.

What was the situation from an individual’s perspective?
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1.4 People in Business

At the end of the 20th century, the use of email was not yet standard in
business. Only employees in high tech firms, technology universities,
and most R&D departments used this way of communicating while for
most of the other functions IT was a means for data collection or ma-
chine control. Mobile phones were a status symbol for higher manage-
ment and fax messages were the state of the art way to quickly share
official and informal documents.

Quality management was high on the employee education agenda of
process industries. The idea that “what gets measured gets done” was
increasingly expressed. It can be seen as an eatly sign of the emergence of
management through key performance indicators (KPIs) and Balanced
Business Score Cards (BBSCs).

Innovation was mainly organized along a linear Product Creation
Process (PCP). Many multinationals had established (technology) re-
search organizations that translated scientific insights into knowledge
relevant for corporate product development. Employees of development
departments were engineers who leveraged this expertise to create prod-
uct concepts with improved technical functionality and mature them for
(mass) production. In parallel with the transition to production, product
marketing and sales were initiated. This way of working was reflected in
R&D employee development mainly focusing on maintaining and im-
proving technical and project management skills.

Innovation management started to open up to multidepartment portfo-
lio management and the need to align R&D-driven technology develop-
ment with business strategy development. Both required that previously
separated functions needed to learn to work together in multidisciplinary
teams. This created new team building and communication challenges.
Trainings on team dynamics, personal mastery, organizational change, cor-
porate culture, and creativity, including lateral thinking began to emerge.

Career paths were mainly linked to management functions with
growth steps related to increasing numbers of staff (market) size, and
budget responsibility. Dual-career ladders® offering next to management
careers also professional growth perspective according to different ma-

turity levels in certain expertise fields were quite unfamiliar.
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In Western Europe, numerous big corporations had an “identity-
forming” impact on their direct environment and employees: Many
employees identified strongly with the corporation they worked for,
with several generations in a row being part of the corporate family,
for example, Thyssen-Krupp in Essen, Siemens in Munich and other
Southern German cities, Philips in Eindhoven, and Novo Nordisk in
Denmark. Twenty-five-year work anniversaries and even 40-year com-

pany affiliations were celebrated on a regular basis.

1.5 My Personal Departure Point

And finally, what did I personally bring to the journey? What were my

departure points?

I had joined Philips mid-1995 as an intern, becoming an employee

half a year later.
Why was I not employed immediately?
After the fall of the Berlin Wall, the large, well-educated East Ger-

man workforce swelled the labor market increasing competition for jobs.
Despite two pregnancies I had finished my PhD in Physics—a type of
education that was rather unorthodox in Germany for a woman, and
even more so a mother—at the age of 31. In addition, there was some
unspoken age limit to not employ university graduates over the age of
30 in many firms. This increased the challenge to find a job. However, I
enriched my scientific education by becoming a management trainee,
part of which was the internship that brought me to the Philips factory
for Xenon Light, a gas-discharge headlamp for cars, in Aachen where I
lived with my family.

During the initial interview—as so many times before—I was asked
how I would organize my children in case of the need for a business trip
to the United States. I asked the HR manager and my future boss if they
had children and they answered: Yes! So, who cares for your children,
when you’re on a business trip? I wondered. Both almost simultaneously

replied: “the children’s mother.”
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I had been confronted many times in recent years with a very Ger-
man prejudice: the allegation of being a “Rabenmutter”™ and had in the
meantime become tired of defending myself. I countered: “Well, my
daughters have a father. So, I'll do what you would do. I'll agree with
my business partner on a visit date and contents, ask the secretary to
book a flight ticket, get my work package organized, go home to get my
suitcase with the personal stuff, and drive to the airport.” No immediate
response. Silence opened some space and I intuitively dared to go into
the offensive: “Actually, I think you should employ more mothers!”
“Why?” “Because, it seems to me that bringing up children has a lot in
common with managing a firm.” “In what way?” “Bringing up children
in essence means being constantly alert to current reality, being able and
willing to take appropriate corrective action with a long-term perspec-
tive in the back of one’s mind. In other words, being a mother means
dealing with complexity. I’s all about chaos management. It’s only pos-
sible with a good interplay between intuition and intellect. Isn’t this
what running a business is all about as well?” Again some silence. Not
too long though, then we got up and I was shown the Xenon Light pro-
duction, that had been opened just a few months earlier.

A year later my boss told me that the analogy of being a mother and
being a manager had been the reason, why I got employed. I was and
still am grateful for his remark. It strengthened my confidence to follow
my intuition and dare to challenge implicit assumptions.

For 5 years I led a broad variety of innovation projects ranging from
organizing a local supplier day through to knowledge management, ma-
terial improvement to production process optimization, and new prod-
uct creation. This gave me the opportunity to discover how a highly
sophisticated process industry functions, what product creation means
both in terms of improving mature products and developing new ones
built on a radically new technology platform. I learned to distinguish
between an invention and innovation, between research and develop-
ment, and between marketing and sales.

At the end of 1999 it was time to make a career move.

ii Rabenmutter (literally translated: raven mother) is a deeply, in the German culture,
embedded metaphor for a bad, noncaring mother, a vituperation for mothers who

leave the education of her children to others.



CHAPTER 2

Daring — Group Creativity

At the beginning of the millennium the world witnessed the “dot-com bub-
ble” crisis. Philips was incurring a net loss of EUR 3,206 million in the year
2000. Top management was focused on dissolving the Components busi-
ness, returning the Semiconductor business to profitability, simplifying the

corporate organization, and working on massive cost savings.

For many decades Philips The bi et "
Lighting, the firm’s oldest © DieseT pieTre. -

1997 C. Christensen: The Innovator’s
Dilemma; when New Technologies
Cause Great Firms to Fail D.

business sector, had been

Philips” “cash cow.” It oper-

ated in a mature, low—growth Matheson, J.E. Matheson: The Smart

oligopoly market with two Organization; Creating Value Through
i . o Strategic R&D

main competitors capltahzmg Philips Design: City People Light project

on a set of well-known tech- engaging city planners, sociologists, etc.

exploring a natural ‘urban’ environment

nologies and managing a

1998 Google was found on September 4 with
hlghly SOPhIStlcated process the mission statement: “to organize the
industry. The innovation world’s information and make it

universally accessible and useful”

process had a value creation Philips Design: Creating Value by Design

anglei product innovation 2000 Launch of the ‘UN-Millennium

focusing on new light Development Goals’
March 10 dot.com bubble peeked

sources, support electronics
and luminaires. In addition, this production process innovation increased
the production efficiency, highly impacting product cost management.
Finding new approaches to realize bottom line growth was the Product Di-
vision’s (PD) main strategic challenge. The CEO was looking for a growth
opportunity of 10 percent of the PD’s turnover, which meant about 500
million US$ per year. Light-emitting diode (LED) technology was slowly

emerging, present only in small niche markets.
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en Innovation >

~“Technology-Driven (

Innovation
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innovation approach structurally introduced into
since its founding in 1891 the corporation 2003

Figure 2.1 Evolution of innovation at Philips

End-user-driven innovation was a new promising innovation ap-
proach (Figure 2.1). It involves lead wusers in early product definition
and prototype testing: a quite “radical” way of working given the divi-
sion’s history, in which innovation was still mostly technology driven,
shaped by R&D. Its implementation required a conscious transfor-
mation of a corporate culture where technology had been used as main

driver for new product development for over 100 years...

How did this transformation happen? How did it stare? What were the

challenges to overcome?

2.1 Kindling Stillness — Silence (2000)

It all started at the Central Development Lamps (CDL; earlier Lighting)
in Eindhoven. The CDL had a technical staff of around 130 engineers,
scientists, and Lighting application experts. Although still running pro-
jects for the entire PD Lighting, the CDL manager had a direct report-
ing line to the Chief Technology Officer (CTO) of the Business Group
(BG) Lamps,’ which accounted for 50 percent of Philips Lighting’s
turnover. This organizational setting had been the result of an efficiency
increasing restructuring process. Now CDL management was re-
discussing its organizational identity. It explored what the future core
added value of this department would be, that originally had been estab-

lished to translate radically new technology insights delivered through

i Philips at that time was organized in six Product Divisions: Lighting, Consumer
Electronics, Domestic Appliances, Healthcare, Semiconductors, and Components.
Philips Lighting served its markets via four Business Groups: Automotive and Spe-
cial Lighting, Luminaires, Lighting Electronics, and Lamps (which was the biggest
business group generating 50% of the Lighting turnover).
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Philips Research into product prototypes and guidelines for production
processes. In other words, the CDL had played a match-maker role

between research- and factory-based development departments.

What kindling stillness means to me...

When the word kindling comes
] g o Dictionary Definition

to my mind, I see a match just in - , o
Kindling: starting to burn (a fire); stirring

the split-second when the fire up or arousing interest; bringing into
starts to burn. It’s this very mo- being; causing to glow

ment when something really Stillness is a state of not moving, of lack-
powerful starts. When the word :)gi::zliiszizz:my; freedom from
stillness comes to my mind, I see a

deep, very quiet lake in the middle of a forest glade, well protected, with
a gentle creek feeding into it and creating a soft, invisible flow safe-
guarding clarity and healthy living conditions for many species. The fire
and the water seem to juxtapose each other, yet at the same time they
are intrinsically complementary. And this is what kindling stillness is to
me: this unique epiphany of time—space or space—time when something
entirely new, intrinsically beautiful and vivid is born, often in situations

that seem to be at an impasse.

Why are kindling stillness and silence the essence my twin-path
journey in the year 2000?

The year started for me changing my working context. From mid-1995
to the end of 1999, I had been a project manager in the development
department for Xenon Light. At the end of 1999 it became clear that it
was time to make a career move. My boss suggested that I go to Eind-
hoven and work at Philips Lighting headquarters. Good thought, yet,
somewhat unrealistic, considering my private situation: living in
Aachen, a more than 100 km away from the Dutch town with two
daughters in their teens well settled in a stable social environment. This
situation formed an important backbone for my professional life. In

addition the CTO of the BG Lamps, who would become my new boss,
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had the reputation of being quite technology oriented and of expecting a
high-work commitment both in terms of flexibility and time engage-

ment. This did not seem to be a liveable option.
So, what brought me to work in Eindhoven?

Deep dialog: thoughts having time to emerge and land!

I do not have anything to lose!—I thought and in early October
1999 I drove to Eindhoven for an interview with the CTO. The atmos-
phere was friendly. The conversation went smoothly and relatively
quickly I heard the typical career questions: “What brought you here?
What do you want to achieve working at the CTO office? Where do
you want to be career-wise in 5 years from now?”

I answered: “I am interested in innovation and for me innovation
goes far beyond new technology or new product development. That’s
why I worked on knowledge management and organized a suppliers’
day. I think innovation is all about change. Technological progress is
great but it should enable better life for all, not just for a few enthusiasts.
I think it is fair for you to know that from the very beginning ... I un-
derstand technology, yet I am a people person, so if you look for some-
one who is deeply passionate about technology: don’t bring me on
board.”—No response. Instead: a scrutiny encouraging me to proceed.
“In addition, I am a mother. My kids will always be my number one
priority. This means, if there is something going on with them that de-
mands my presence I will go immediately, independently of how urgent
the ongoing business meeting might be.”

“And how would you see yourself organizing your work? I assume
you got some ideas about that.” he grinned. “Well, yes. I could imagine
organizing my work such that I focus all the paper work, phone calls
and so on 2 days a week from an office in Aachen. Emailing will facili-
tate this. The other 3 days I would come to Eindhoven. Of course I
would be flexible in which days I come to Eindhoven. If a CTO office’s
role is to manage innovation, in my view it should also be the place to
embrace new technologies that enable to innovative ways of working. I
am happy to test if that works.” I was wondering if this was stretching
him too far. However, it was the only way I could see me working more

than an hour’s car drive away from home.
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Quietness for a couple of minutes and then a big glance of joy
emerged on the CTO’s face. He said, “So what about focusing on pro-
ject portfolio and technology management along with a special assign-
ment on creativity. Would you be interested in that?” “Yes,” I stam-
mered, “that would be an amazing range of topics to work on.” To my

surprise the simple response I heard was, “You can have the job!”

From January 2000 onward a whole new world opened up for me: I
learned Dutch in order to meet the triple disadvantage I had: being a
woman (in a male-dominated culture), looking quite young (danger of not
being taken seriously), and having German nationality (I inidally thought,
that this still had to do with the Second World War; later I discovered that
undercurrent resentments between Dutch and Germans are rooted in soc-
cer world championships). I learned that in the automotive industry the
main value drivers were “freedom to design” for the car designer and quali-
ty throughout the entire supply chain, while the Lamps industry was char-
acterized by managing complexity in terms of application areas, product
types, served needs, quality and warranty standards, and market dynamics.
My daily work took place in a mix of Dutch, English, and German. Inter-
estingly, this later offered me the opportunity to develop an understanding
of how culture is embedded in language.

After the summer holidays and some deep conversations about the
difference between creativity of individuals and group creativity, the idea
emerged to organize a creativity workshop for the around 25 CDL
group managers. It was meant to find ways to increase the innovation
effectiveness for Philips’ cash cow and collectively make sense of CDL’s
new positioning.

In early December this 2-day workshop took place. After some
warming-up exercise the external facilitator posed a simple question:
You say your mission is to be a “concept integrator”; which types of

concepts do you integrate?

SILENCE

For 5 long minutes.

Minutes, in which I thought: wow, how courageous to allow stillness.

I had been the one to suggest the facilitator. I had been aware of his

unfamiliar leadership style, that would—rather than focusing on data,
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facts, and the intellect—allow emotions to emerge and then work
through and with them. I had experienced it individually and knew how
change of perspective and change of behavior starts with feeling differ-
ently. I had not yet observed how a group would respond to his inter-

ventions. [ felt a tension of unrest growing in the team.

I witnessed how a deep insight emerged in my mind: An organiza-
tion can, maybe should be seen as complex organism like a human being
with all his different “sub-organisms” playing together partly conscious-
ly, partly sub- or unconsciously aligned... The different departments can
be thought of as the different organs, the employees comparable to cells.
If that was the case, then what I know about changing my own behavior,
attitude, belief system might also apply to changing collective behavior like
corporate culture. It’s just another level of abstraction. Is there logic of
self-similarity” at work as, for example, demonstrated with Mandelbrot
sets in complexity theory?

A deep insight kindled during this stillness. “There should be con-
sistency between one’s own individual development path and the impact
one tries to make in one’s professional life.” It felt like a massive wake-
up call and had an amazing inner resonance. It did not have words
yet—could not be expressed in language. Looking back I followed this
intuition for quite some time. By now it has become an inner compass I

follow very consciously...

Back to the workshop... Despite growing sounds and a sense of dis-
comfort the room remained quiet as the facilitator allowed the question
to sink in. People cleared their throats, shuffled chairs, papers, pens, and
pencils—anything to break the oppressive weight of the silence. Eventu-
ally, like a thunderstorm bursting from an impossibly close and humid
night, the storm broke and a flood of talking followed; at last liberating
an outburst of feelings ranging from fury to anger, anxiety and worry to
curiosity, excitement, relief, and passion. Some participants wanted to
leave the workshop immediately, others demanded continuation.

About half an hour later the facilitator consulted with the CEO of
the CDL and me on whether and how to proceed. It was just before
lunch time by then, so the workshop participants went off to get some
food. The facilitator said he would not send an invoice should the work-
shop stop right away. Then he briefly sketched out a few sense-making
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and team-building exercises for the remainder of the day. They would
address questions such as, What do these emotions tell us about the
CDL Vision of becoming a concept integrator? How can they be ap-
plied in service of future product or concept developments? They would
help to channel all the liberated emotional energy into the group process
in a constructive way. For the next day then, agenda points could be-
come more traditional and rational again. In addition he mentioned that
the entire process would work only if people let go of resistance and
truly participated.

Lunch was over. People with different paces and states of emotion
reentered the meeting room. The atmosphere was dense when CDL’s
CEO opened the second part of the workshop with the words: “We will
continue! I am not sure what will happen, but we decided to give it a
chance. Everyone is welcome to stay. However, anyone who joins
should be here with full commitment. If you feel this is a waste of your
time, if you cannot trust in the process, feel free to leave and go back to
your normal work!”

I do not recall if anyone left: maybe one; maybe two colleagues, if at
all. For all others the workshop was continued, giving space to the deep
messages that were carried by the participants’ emotions yet did not
have wordings when they surfaced. Finally they concluded that growth
would not come from small increments of change: “doing what we do
but better.” Instead there was a need for a radically new vision, for “do-

ing things fundamentally differently and doing different things.”

Tips and tricks for sense making (1)

Silence is a very important means to create space for sense making. It
offers the possibility to connect with current reality through emotions.
If the silence is followed by an open and non-judgemental

dialog about these emotions, deep fears, concerns, needs or desires
can be uncovered and collectively addressed.

“Stillness is a sharp knife” was the CTO’s comment, when he heard
what happened. And with this response he opened the door for more

amazing developments to emerge.
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Pe jonal
TSong) Srganiatio™®
o = Insanity is doing the
Inspiration is Twin-path same things over and
omnipresent. Qur open insights over again and expecting

senses receive it. 2000 different results

(A. Einstein)

2.2 Courage — Surfacing the Challenge (2001)

or expecting different results means doing things differently and
doing different things

The 5 minutes of silence had surfaced a deep insight. Senior management
realized that something fundamental had to change. The CTO of Philips
Lighting’s biggest BG was also the functional head of its development de-
partments. And he had a third role: he represented R&D on the Philips
Lighting Executive Committee (PLEC), the PD’s top management team.
He was the PD’s CTO and knew that PD Lighting within Philips faced
similar challenges as BG Lamps at PD level: Both were expected to

increase their top- 2001 The bigger picture...
and bottom line Mainstreaming of personal computers
growth through with modems, thus accelerating the

. . . diffusion of internet use to private
improving  their households

innovation effec- | September 11 Bombing of World Trade Center in
tiveness. New York

What could be done?

By whom?

Where to find promising starting points?

In early 2001 the CTO initiated a set of complementary exploratory
activities to catalyze learning opportunities and help shape a platform
for a future vision to emerge. I was involved in all of them. This con-
fronted me with a variety of unfamiliar, sometimes scary situations, in-

viting me to significantly grow beyond my comfort zone...
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What courage means to me...

When the word courage comes to

my mind, I feel a special kind of Dictionary Definition

. . . C is the ability to di hing th
pride that is a result of having R B S SRR e
you know is difficult or dangerous;

grown beyond anxiety. This anxie- mental or moral; strength to venture,

ty can have quite diverse roots. It persevere, and withstand danger, fear,

might be caused by situations like a or difficulty

big dog running towards me, bark-

ing loudly awakening the memory of when I was a child and a dog jumped
at me and made me fall over. This triggers a memory of me lying on my
back, the dog’s head with its tongue hanging right over me. It can also be
caused by having to cross a deep wild river gap via britde rope bridge. Or it
can be caused by not knowing how to deal with a seemingly unsolvable
intellectual problem or how to negotiate a project assignment with unrealis-
tic boundary conditions. In all these situations courage helps me to face the
situation, trust life, and live through them. In essence it’s the capacity to
grow beyond my fears and other negatively felt emotions that could so easily
inspire the impulse to escape, avoid, or ignore. Courage is rooted in the
experience that personal growth tends to happen at the boundaries of the
unknown and uncertain.

Why are courage and surfacing the challenge the essence of my
twin-path journey in 2001?

The office and laboratory space of the CDL was located in the same
building in Eindhoven as the CTO office. This, in addition to the CTO’s
and the CDL-CEQ’s open door philosophy, enabled direct face-to-face
communication on multiple hierarchical levels. Since the CDL was a pre-
development unit with a mid-term scope, there was more time and space
to experiment than in a closed factory product development department. I

re-called my special assignment “creativity” and made a suggestion...

Strengthening the intellect by working with emotions and leveraging
intuition

It was my conviction that group creativity depends on the personal rela-
tionships of the group members, especially the trust between them and
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the respect for each other’s “otherness.” Therefore I initiated a “learning
time—space or space—time” for the group managers who had participated
in the creativity workshop. Once a month I offered my fellow workshop
participants a 2-hour time slot to connect to their intuition, senses, and
feelings and witness those of their colleagues using exercises embracing
elements from psycho-drama, family constellations, experience design and
other sources.

I had experienced most of the exercises myself in a different setting
and now customized them to the CDL context.

I had been amazed about how even seemingly small well-facilitated
and well thought-out actions had enabled me to deeply observe and
change a personal perspective in a way that no theoretical book or verbal
communication would have had the power to do. I also had realized
through my own experience how quickly I unconsciously projected my
interpretation of a situation on somebody else, and how my interpreta-
tion depends on my implicit mental models and earlier experiences in
life. T assumed that the same mechanism would work on a group level as
well. Which implicit mental models did the CDL group managers carry?
Which earlier experiences shaped their relationships and interpretations
and informed their decision making?

In the beginning the participants were skeptically curious. Some only
joined once or twice, yet the majority increasingly looked forward to co-
creating a net of deeper personal relationships. For me it was exciting and
sometimes challenging to facilitate these group sessions in an environment
of dominantly critical rational minds guided only by own experience and
the trust in my intuition without proper education...

Tips and tricks for sense making (2)

Shared experiences through well chosen multi-sensorial, interac-

tive exercises are fun and create common understanding of abstract
and complex concepts, challenges or opportunities. In addition to this
they enable emotional engagement with other participants.

Self-organization in a highly hierarchical context or “proudly found
elsewhere”

A CDL Vision team was initiated. It had the role of scouting for inspira-

tion in Philips” other business sectors, Research and Design, and bringing



DARING — GROUP CREATIVITY 19

new, surprising ideas to the CDL via lectures, workshops, visits, and
books. In 2002 this resulted in the start of two “out of the box” innova-
tion projects, one of which led to the invention of Ambilight TV.

The team was composed of two men and two women. I was one of
them. Two had participated in the creativity workshop. Two were new
to the CDL; two had been employed at the CDL for more than 10
years. This way maximal possible diversity was created in the four-
person team, which worked self-organized with no formal structure or
leader. We had the vague and unfamiliar nontechnical assignment to
“identify for the CDL new and relevant ways of thinking and acting
both inside Philips and beyond” and to explore how “diversity increases
group creativity.”

In the course of the year the group unconsciously lived through the
four different stages of group dynamics, including hefty conflicts that
almost made it fall apart.® All participants came in contact with implicit
personal assumptions, the discrepancy between self-perception and per-
ception of others. Finally we succeeded in building a high level of mutu-
al trust through the introduction of an opening ritual at the start of eve-
ry meeting and 5 minutes reflection time before closing a session. The

opening ritual had the dual purpose to

e Arrive at the meeting through sharing what happened
content-wise since the last meeting, and to state what we
bring to the meeting today in terms of open question,
decision need, feeling.

e Agree on a realistic agenda and manage expectations: What

do we want to achieve today?
The reflection time was used to

e  Consolidate the meeting results in bullet points. We rotated
the minute taking. There were no laptops or other mobile
devices yet.

e Share our feelings about the progress.

In that time such rituals were perceived very strange, or even esoter-
ic, thus inappropriate for an organization dealing with technology.

In addition we lived a good example of the idea proudly found else-
where. A former CEO of Philips Lighting had coined this term to juxta-
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pose the not invented here syndrome that was prominently present in a
corporate culture that for more than 100 years had emerged around
technical inventions with the innovators being the “heroes” of the firm.
In times of saturated markets this implicit attitude was counter-

productive.

Walking a new path or Learning by doing: a new starting point and
different way of working

The CDL Vision project was a true treasure hunt. It was amazing to
find all the nuggets of knowledge in Philips and discover what an excit-
ing company it was. One example was Philips Design’s “High Design”
visioning process embracing weak signals of sociocultural development.
It had been used to develop a vision for urban lighting and was de-
scribed in “creating value through design” in the late 1990s.

The High Design process takes socio-cultural trends as starting point
to reveal latent needs of end-users and through them anticipate market-

driven growth opportunities. It is a three-step process of

e “Envisioning possible futures” by complementing
technology trends with socio-cultural trends,

e  “Idea generation” for products and solutions that might be
relevant in these futures,

e “Idea development” to visuals or “concept cars” and

prioritizing.

The process made a lot of sense to us, yet it was quite different to
the traditional technology-driven product creation process. In the CDL
Vision team we explored possibilities to deeper understand its potential
and challenges.

Quickly we agreed that I should leverage my regular presence at and
good relationships with the Aachen factory, and we initiated a project
called “Think the Automotive Future.” It was a “learning by doing”
exercise for the High Design process in a—to me—well-known envi-
ronment and towards a clearly bounded market. Thus complexity could
be kept limited and focus given to the knowledge transfer and capability

development. The project was officially managed by Philips Design.
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This was important to signal respect and appreciation for the new, alter-
native innovation process development to an organizational unit, which
had so far received only limited acknowledgment for their contribution
to Philips’ long-term future. Informally we had agreed on shared leader-
ship to avoid the “not invented here” syndrome’ and prepare for seam-
less implementation of the expected results, so I became the shadow
project manager.

Already very early in the project definition phase it was made explicit
thac—if the process were to deliver meaningful results—it would suggest a
“Think the Lighting Future” (TTLF) process for the more complex lamps
business. This perspective greatly increased the seriousness of all partici-
pants to contribute and reflect on do’s and don’ts.

The project went well and delivered beyond the expected results.
Towards the end it became clear that a fourth step “translation to action”
needed to be added. The visuals of the new solutions created by Philips
Design inspired very constructive out of the box conversations and
served as a meaningful communication tools between the marketing,
development and production departments, but they did not lead to
aligned, department specific action. In order to get there, questions like

these needed to be answered:

e By the R&D community: On which technology base can the
new concept be implemented? Which new technology
knowledge is required? Which time and resources would
product development require? Do we need new patents or
standardization?

e By the marketing department: Which customer should be
the lead user for the new offer? When will the market be
ready for the new concept? How will it strengthen our

competitive position?

Also, in order to enable seamless implementation, project ownership
from the very beginning needed to lie with the business. This challenged
the “self-perception” of Philips Design who saw themselves as inventor,
owner and exclusive expert of the High Design approach. Some tricky
conversations were required to change that view and clear the space for

the next step to happen...
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Daring to ask naive questions or understanding the nature of

New Business Creation

Through the PLEC a team of four senior managers was installed to ex-
plore New Business Creation (NBC) mainly focusing on LED technolo-
gy: Should the cooperation with Lumileds be extended was one of the
leading questions. T'o my surprise, I was invited to join the group with the

special role to “pose naive questions” and “uncover blind spots.”
That felt scary! Why?

Early on, I realized a deep anxiety of not being able to make mean-
ingful contributions due to my lack of expert knowledge. Expertise can
act as an amazing protective shield... and I was asked to come there sort
of naked, bringing in my curiosity and common sense?!

In the first meetings I felt quite humbled by the status and power
that the four seniors radiated. The idea that they decide about budgets
of tens to several hundred million dollars, the closing of departments
and even factories, the employment or laying-off of hundreds of em-
ployees created a feeling of insignificance and unease. Fortunately the
CTO, my boss, was a group member and our relationship had grown
such that I dared to express my doubts. He responded with a benign
smile: “You’re a good observer and dare to question the status quo.
That’s what we need. Don’t worry. See it as a learning opportunity and
us as your coaches to introduce you into top management logic.” My
fear dissolved and I curiously looked forward to the new business
sessions.

We started with the idea that new business will be generated
at the overlap area of the three dimensions—market—(technology)
competence—business model—through an entreprencurial team. We
aimed to define a NBC process, identify first business seeds to be ma-
tured and suggest an organizational setup to make it happen. Already

early on the NBC philosophy became clear:

e  Bring technology to markets that are “ready”.
e  Start new types of activities and try new business models.
o Initiate smaller projects within a bigger scope.

e  Create fast learning loops in market.
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o Allow failures, learn from them, and stop projects when
needed.
e  Get to positive cash (self-financing) quickly

Our crucial questions emerged: What characterizes market readiness?
What is Philips’ traditional (technology-driven) way to diffuse innova-
tion? What should be done differently?

In 1962 E. Rogers,® a professor of communication studies had de-
veloped a theory on the diffusion of innovation, seeking to explain how,
why, and at what rate new ideas and technology spread through cul-
tures. This theory informed the conversation in the NBC team.

The first graph in Figure 2.2 shows an innovation diffusion graph
adjusted to public awareness.” The second graph introduces two strate-
gically relevant windows: on the left the time slot when it is useful to
build an intellectual property (IP) platform around a certain technology;
to the right the time slot when the early majority starts to buy and a
growing public request gets expressed. This is the time when innovation
leaders set the pace in market development and high margins enable
quick returns on earlier made R&D investments.

As shown in the third graph, Philips had the reputation and track
record to be brilliant in inventing and developing a strong patent base,
thus playing a shaping role in the left maturity slot. Unfortunately its

capabilities to translate IP and inventions into profitable innovations
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Figure 2.2 Visualizing Philips Lighting’s growth challenge in 2001
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seemed to be underdeveloped... Even worse, “if Philips sells a new
technology—buy it, then the market will start to take off” used to be
quite a cynical saying. This reflects how “tuned in” the firm was in
technology development, and at the same time how weak its market
capitalizing capabilities used to be.

The challenge had surfaced!

It was visualized: opening space for constructive, problem-solving
communication!

The fourth graph finally helped to rephrase it into a set of questions:

e How can we ensure 7ot to fall into the GAP? What does the
dotted line stand for?

e How can we bridge the GAP and set the pace?

e Can an understanding of sociocultural trends and proactive
response to latent needs help?

e If yes, how do we need to change our innovation process in

order to implement them?

By the end of 2001 a new organizational unit was established, called
the NBC group. Its scope had broadened significantly beyond LED tech-
nology. A few ideas for new business had been identified in all BGs. These
ideas had different sources: Some had their origin in the R&D communi-
ty, others had been a result of direct customer feedback coming via sales
channels, and a third category was rooted in the deep application
knowledge of light designers. Most of them were so alien to mainstream
PCP practice that they were developed with low priority through their
inventors in the decreasing open exploration time or parked on long-term
idea lists. They became the basis of a NBC project short list.

Unfortunately these ideas could not be clustered under a clear com-
mon denominator and communicated as a shared bigger scope. So an-

other set of questions emerged:

e Which game does Philips Lighting want to play in future?

e With whom and in which market?

e  Which latent needs or desires should be served through which
types of benefits?
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Getting invited to an adventure

In the second half of 2001 Philips Lighting’s CEO started to explicitly
look for a scope extension with the potential of 10 percent top line
growth within the next 7 to 10 years. At that time Philips Lighting had
a turnover of more than 5 billion dollars, so the scope extension should
be worth a potential of 500 million dollars per year. That was quite a
bold goal. Not achievable through incremental innovation activities like
product diversifications or range extensions.

Building on the activities described above TTLF was suggested. I
was asked if I wanted to be part of that project, playing a role in both its

definition and execution.

What an adventure?

Of course I wanted to!

A confusing mix of emotions emerged: I felt honored and scared, ex-
cited, and humbled. I started to think about the project deliverables and
its boundary conditions and identified three quite profound prerequi-

sites for my participation:

1. I wanted to become the project manager—I trusted in my capacity
to lead the project. Through participating in the CDL Vision and
“Think the Automotive Future” projects I had become very con-
scious about the radicality and disruptiveness of the work ahead. I
felt that what we tried to achieve was possible, yet sometimes might
require unorthodox actions. Trust and conscious care for team dy-
namics would play an important role. I trusted my NBC group
members, but did not know who else would be in the team. I was
not willing to go into the danger of having endless process debates,
since I knew I probably would not always have the proper language
or benchmark examples to rationalize and verbalize my intuition.

2. I wanted the PD’s CEO to be the project owner and top manage-
ment to be the steering group—this was required to create visibility

and credibility. The project should be set up as strategic dialogue
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decision process (DDP), thus providing the PLEC a growing in and
learning platform.

3. The project team needed to include a representative of each BG of
Philips Lighting—this was the prerequisite to avoid the “not in-
vented here syndrome” and prepare for implementation. In addi-

tion Philips Design and Philips Research should be represented.

Eventually I took a chance and discussed my views with the PD’s
Chief Strategy Officer (CSO), who had been a member of the NBC
group. He commented “Well, I see your points. I'm afraid though, that
the PLEC is a decision making body only.” “Sure, yet this project is
about doing things differently in order to achieve different results. It’s
new to all of us. It’s about disruptive innovation. We are used to incre-
mental improvements. If they do not join the (learning) journey, they
will not understand. They will not know what they decide upon.” He
nodded and the conversation was finished.

I do not know how he did it, but right before Christmas he told me
that budget had been freed for TTLF, and all my wishes were acknowl-
edged. In addition the CEO of Philips Design and a top manager of the
Philips Research organization would complement the PLEC as steering

team and in January the team members would be announced.

What a Christmas present...

[) . .
€rso, naf Orga“-‘m(\oﬂa\
Something is shaking §
our every-day lives right now! Twin-path The brave man is not he
Can you tell me: what? insights who does not feel afraid, but
A new source of life shows up. 2001 he who conquers that fear.

Let’s be curious and cautious. (N. Mandela)
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2.3 Structure and Creativity — Thinking the Lighting
Future (2002)
in addition to short-term and operational also long-term and deeply strategic

At the end of 2001 the very special project—called TTLF—was defined.
While previously innovation had been managed on BG level, now a

PD-wide ambition emerged: 2002 The bigger picture...

Philips Lighting wanted to January 1 Introduction of the Euro as new
currency in Italy, France,

increase sustainable profitable Germany, Spain, Portugal

growth. It wanted to strength— Greece, Austria Luxembourg,

en its leadership position set- Eéllgiu?’ the Netherlands, Ireland,
inlan

ung the pace 1n the nghtmg September | UN World Summit on Sustainable

industry, This should happen Development in Johannesburg,
South Africa

by identifying new future .
Philips Research opened the ‘home

business opportunities through lab’ a facility to test technology with

combining and  evaluating end users

different long-term trends (human = socio cultural and application trends,
technology trends, business model and industry trends). Especially unfamil-
iar was the idea to embrace the human perspective from the very beginning.
This should be done through structured attention on the end-user activities:
leisure, buying, working, health care, traveling in a set of different physical

domains: domestic / home, personal, communal, public, and other.

Three project deliverables were expressed:

Long term": Indication where Philips Lighting has to redirect its
scope

Short term: Identification of at least two tangible business project
proposals

Sustainability: Definition of an ongoing/repeatable way of working
to secure long-term thinking and knowledge sharing, suggesting a

cross-BG innovation approach

i Long term meant 10 years ahead, thus reaching into 2012.
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What structure and creativity mean to me...

When the word structure comes to

. . Dictionary Definition
my mind, [ see a skeleton, the strict Y

Structure is the action of building; some-
rectangular pattern of streets and i ) ,
thing arranged in a definite pattern of

avenues in many modern cities, an T A— -
or; ganizational chart, or the sche- cles or parts in a substance or body (e.g.,
matic description of a process flow. soil or molecular structure); organization

When the word creativity comes to of parts as dominated by the general

. . character of the whole
my mind, I see my children creat- i i
(e.g., economic or personality structure,

ing a free dance listening to a piece e, Caite )
of pop music, a friend cooking Creativity is the ability to make new
without recipe using what the things or think of new ideas; the quality
fridge has to offer, somebody writ- Gl

ing a poem or novel. And I hear the passionate conversation of people
stretching their knowledge, using metaphors and symbols to describe things
or experiences for which there are not yet shared and appropriate words.
Structured creativity seems to be contradictory, yet in my view is a framed
process of something new emerging. E. de Bono refers to this as “lateral
thinking.”*® Creative structuring for me is a mainly individual process in
which—directed towards a certain goal or theme—a broad, seemingly cha-
otic variety of “puzzle pieces” is brought into a meaningful and surprisingly
new order that has the potential to create a wow-effect. It is a result of the
inner dialog between a strong intuition (constantly making unconsciously
sense) and a vivid intellect (constantly busy with pattern recognition and
linking them to proven knowledge and previous experience). It’s all about

playing with structure and structuring playfulness ©

Why are structure and creativity and thinking the lighting future
the essence of my twin-path journey in 2002?

The intention to share knowledge between the BGs, Philips Research
and Philips Design and combine their perspectives during business idea
generation was explicitly expressed in the project assignment. How
could this be reflected in the team setup? What would that mean in

terms of preparation for implementation?
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Appreciating diversity has many angles

After the project start mid-February the core team started to work. We
established a regular team room and met once a week for an entire day.
During initial team meetings we explored the quality of the assignment
and quickly everybody understood that this bold long-term strategic
project required an unconventional process and team structure. We
combined Philips Design’s High Design process with the DDP.!! We
mapped the—for our purposes customized—process out on Al-posters.
They stayed visible on the project room wall throughout the entire pro-
ject. Only in hindsight I realized how useful this had been: Especially in
conflict times, when pressures seemed to increase, it was amazingly en-
ergizing to appreciate that we together had already covered quite some
ground, which none of us alone would have been able to do.

I quickly felt that the PLEC and the core team members were thinking
and acting on very different “abstraction levels.”'* When sharing that ob-
servation with the PD’s CSO the “coaching team” idea emerged. He actu-
ally would have loved to be part of the core team, which of course was not
possible. This way he still could be closely involved... He suggested two
colleagues to join and brought them on board. They opened their doors for
us, inspired and challenged our thinking and acting. They helped to create
access to important internal knowledge providers and opinion leaders and
to make (business-) sense of gained insights. They played a “translator” role
into different functional languages, decision making contexts, and prepar-
ing for the PLEC meetings. Finally they taught us how to “decode” these
meetings afterward. This was critical in terms of managing expectations in
multiple directions.

Finally, building on the CDL Vision experiences we agreed to regu-
larly spend some team time on opening and closing rituals. And, in

most meetings amazing amounts of chocolate were consumed...

From Business Group to Product Division; from functional to integral

TTLF was a presidential project: The CEO himself took the project
owner role giving the project the required visibility, credibility, and ur-
gency. He joined the formal project kickoff meeting and was my direct

discussion partner for major issues.
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Implementation Knowledge Ownership &
preparation creation & sharing decision making
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Figure 2.3 TTLF team structure

In order to keep the complexity of the project manageable the pro-
ject scope was reduced to “general lighting.” Special markets, for exam-
ple, automotive lighting and already addressed niche applications, were
consciously excluded. Therefore in the core team three Lighting BGs,
Philips Design, and Philips Research were represented. This, next to the
10 years time scope, was an innovation by itself.

As shown in Figure 2.3 special emphasis was placed on creating
broad ownership in top management via the classical DDP approach.
The “not invented here” syndrome was avoided by involving representa-
tives of all executing functions to share their information and participate
in two multifunctional workshops. In addition, the core team members
were encouraged to keep their “home organization” informed leveraging
the established corporate meeting structure. For example, I used the
monthly Technology Manager Meetings (TMM) and twice a year
scheduled Global Development Managers Meetings (GDMM) to share
insights and gain feedback. Subsequently the DDP was expanded to a

“trialog” process aligning the thought processes of the decision team, the
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core team and the implementation team as indicated through the arrow
showing “ext.1.” Another DDP expansion (in the figure “ext.2”) was the
installation of the top management coaching team, whose role was to
inform the project about relevant Philips internal strategic directions
and help translate the workshop results into senior management lan-
guage and context. Since the project had a broad scope the PLEC en-
riched by the head of Philips Design and a senior manager of Philips
Research acted as review and decision team.

The exploration was not restricted to existing competencies, but was
meant to strongly leverage them. The emphasis was to establish a vision
with a 10-year time horizon and then translate the “+10 year” results
back to short-, mid-, and long-term actions and related impacts. Geo-
graphically the focus was put on both developed and developing coun-
tries, especially Western Europe, Northern America, and Asia-Pacific;
excluding Japan.

As shown in Figure 2.4 the project started on February 13, 2002 and
was closed on October 31st. It was executed in four steps aligned with

Philips’ annual planning cycle.

13.2.02 10.6. 11.7. Vision & 22.10.

Decision
Team

CoreTeam
supported by
Coaching Team

Implementation
Team

28/29 May 25-27 June

Figure 2.4 TTLF project flow

i Much later, in 2008, I found a term for this approach: “back-casting.” Originally
rooted in “value-based thinking” it is a key element of the Framework for Strategic
Sustainable Development as promoted by The Natural Step.
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Phase 1: Beyond fragmented (expert) perspectives towards a shared

view on our common future

or information collection and sharing

Philips Design’s High Design process, as visualized in Figure 2.5—

suggests the integration of the three innovation dimensions:

e  Technology: understanding technology trends and using
existing and emerging technologies to enable relevant
product functionality and create end-user benefits.

e DPeople: understanding sociocultural trends and responding
to end-users’ explicit and emerging implicit needs.

e Business: understanding current market trends and
anticipating emerging market dynamics; developing future

proof business models.
What did that mean in practice?

We needed to ensure that different expert groups could work to-
gether constructively. How? I had gained some experience in bridging
communication gaps arising from different functional languages since
the days of my master’s thesis, but the size of the alignment challenge

here was far beyond my expectations.

Figure 2.5 Innovation dimensions
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What made it so different?

For the first time in my professional life I was confronted with fun-
damentally different world-views and thinking logics. This is how I can
phrase the situation today. In early 2002, when I felt the challenge I was
not able to describe it; but I could sense it. I had studied Physics, thus
followed a scientific education that had taught me to follow the clear
logic: observe—identify pattern—abstract and build a hypothesis or
theory—validate the hypothesis in order to create an insight or let go of
the idea. This asked for a lot of (self-) discipline and a constructively
critical mind. Until the end of 2001 I had worked in environments
where this logic (of rationality and reality judged through observing)
and way of thinking was at the root of action. I had witnessed some ini-
tial examples of “political decisions” or “opportunistic behavior,” but it
had not really impacted my work. In conflict situations I still could solve
emerging challenges in rational argument-driven face-to-face conversa-
tions.

In accepting the TTLF project leadership this had changed!

In my—at that moment in time unconscious—world-view all people
were content and contribution driven. I was somewhat naive, not realiz-
ing that people some “hidden agendas” and tend to play “power games”
instead of cooperating. I underestimated initially the identity-shaping
role of certain adjectives. These and more challenges were starting to
boil under the surface and made me learn very quickly...

What was visible and therefore addressable in the core team
meetings?

Already in the core team we had very different ideas about the mean-
ing of words, for example, long-, mid-, short-term time scopes. Differ-
ent KPIs hindered smooth communication especially between the
pragmatic, implementation-oriented BG team members and the col-
leagues of more strategic and Philips-wide thinking corporate functions
Design and Research. Thinking and conceptualizing was seen as core
activity by Philips Design and Philips Research while many business
representatives constantly demanded “real” action. At one point, this
attitude was summed up as: “Good business men produce bulbs and

close factories!”
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That was quite an important piece of context information!

What could be done with it?

Not so much for the moment.

The observation was parked, while the core team interviewed many
internal and some external experts; collected and structured a broad varie-
ty of different internal documents containing data about expected future
market developments, technology roadmaps, business trends and probable
changes in the use of lighting in different spaces such as cities, offices,
public buildings, shops, and homes. In addition reports of external con-
sultancies, who suggested new business models enabled through digital
technologies, were studied. During this process it became clear that—
different to the original planning—it was sensible and necessary to actively
engage participants of the idea generation phase in the information collec-
tion and sense-making process. This led to the execution of the first work-

shop 4 weeks prior to the ideation. Some new questions emerged:

e How could we engage the ca. 30 colleagues into information col-
lection and sense making?

e  What should they take away from the workshop?

e Which assignment should we give them at the end to prepare

themselves for the idea generation?

The workshop flow embraced these questions. We realized that
“time, timing, and maturity” were a common attention point that at the
same time led to a lot of confusion. Therefore special attention was put
on developing a common time-awareness during the workshop. For
example, as a getting to know you and team-building exercise we split
the workshop group into four teams and invited them to follow a time
Jjourney, visiting the years 1972, 1992, 2012, and 2032. This created a
shared feeling for the “depth of time.”"?

We then framed the different innovation angles in the context of
time, leveraging the NBC group’s innovation challenge that Philips
Lighting wanted to address with the TTLF project (Figure 2.6). In the
first graph Roger’s innovation maturity (see also Figure 2.2) is used to
map the different types of socio-cultural trend information, for example

behavioral trends inform about explicit needs, cultural trends carry
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Innovations often are enabled by a new Innovations will be successful when they
meet human “future needs”

combination of technologies (possibly identified by understanding socio dynamic trends)
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Figure 2.6 Framing TTLF information sharing and enrichment

information about implicit needs, and socio-cultural trends capture the
weak signals of probably emerging needs. In the second graph classic
technology roadmap is linked to the market maturity curve.

In the third graph different business models are mapped in the three
early identified windows of opportunity (see Figure 2.2. 4" graph). In
the final visual all three perspectives are brought together in order to

motivate what “alighment” means.

Tips and tricks for sense making (3)

In order to align different departments of an organization or

build multidisciplinary teams it is useful to define the problem to solve
or common goal in a drawing or visual first. This then can serve as
shared starting point to consistently translate the problem in the
different expert languages. It is important that the visual is appropri-
ate, as simple as possible and as complex as necessary.

With this introduction participants were grouped into three multi-
disciplinary teams to enable constructively critical information sharing
dialogues and to deepen the team building. We had prepared three “in-

novation trend rooms,” one for each innovation angle. In each room
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two core team members guided the participants through the infor-
mation already available, they collected feedback and noted down addi-
tional attention points. Each group had three 2-hour time slots to famil-
iarize themselves with the different trends that were likely to impact the

future lighting business.
Then something strange happened.

During lunch a passionately played out competition surfaced: Some
designers vehemently claimed that they were the “creatives” within
Philips, while researchers and some marketers took the same position. It
became clear that we had a serious language issue: Each colleague was
reasoning his or her argument from an individual creativity perspective,
rooted in their experience world. From that perspective all were right:
Creativity in design has a lot to do with visual expressions; (scientific)
discovery is rooted in the researcher’s curiosity and his creativity in find-
ing ways to capture the new phenomenon. Technology development is
the creative process of applying scientific insight to problem solving. In
business development a lot of creativity is required to develop new busi-
ness models or to effectively position a product in a saturated market.

I made an intervention and we explored the issue openly in a plenary
session. Fortunately the overall workshop climate was so future oriented
and optimistic, that the group could grow beyond this dissonance, start
to appreciate each other for their complementarities, and acknowledge
that common language and aligned thinking logic are essential for mul-
tidisciplinary innovation processes. This was an important prerequisite
for co-creating business idea seeds in the second workshop—it helped
bringing the groups out of their dominant “design,” “technology,” or
“business” orientation and into generating concepts (“business ideas”)
which were built across their functional areas. In the workshop follow-up
socio-cultural trends were mapped onto roadmaps and linked to latent,
implicit, and explicit needs. For the first time at Philips marketing in-
formation had been translated into R&D logic. Also technology
roadmaps were enriched through possible benefits they might enable,

bridging technology into marketing logic.
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Finally, everybody agreed that it made sense to align language and

define some key words:

Innovation: An innovation is something that is experienced as new
by a paying customer. The perceived “newness” can be rooted in
multiple drivers: technology (e.g., LED instead of halogen bulb),
a positioning (yogurt as drink), and a business model (leasing in-
stead of buying for ownership).

Future landscape: A future landscape is an overview of what we ex-
pect to happen in the future (lighting) market influenced through
people, technology, or business trends.

Trend: A trend is a general development/change in a situation or in
people’s behavior.

Transformational change': It happens if the maturity of all three
innovation dimensions is aligned.

Creativity: Finding new relations between existing “elements”
(=> very personal process).

Business idea: A product/market/service proposition that solves
needs with technology enablers and creates value responding to a

specific market dynamics.

Phase 2: Leveraging group creativity

or co-creating business seeds and suggesting innovation clusters

A month later all trend information including their sources and addi-
tional insights had been captured in a book-like document called “Fu-
ture Landscape.” To make the information accessible for the idea gener-
ation step major trends had been translated into lateral thinking tools
like what-if triggers and quartet cards. To facilitate the complex work-
shop flow and ensure high-quality output, the core team had distributed
work over three different roles: I was the workshop facilitator. We had
three content owners: They were responsible for “trend rooms” and pre-
pared to help access the rich information for each of the innovation an-
gles. Four group facilitators guided the ideation teams through the crea-
tive sessions. All of us deeply felt that the “future” we envisaged was

both: the corporation’s and our personal.
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In contrast to the first workshop, the structuring angle was now
space. The ideation teams were grouped around different geographical
contexts and needs: Europe, North America, China, and India. The
workshop started with a solid reconnect to the trends information which
was available through the entire process in “trend rooms.”

Idea generation took place in two steps: The first step was about
quantity and speed. Brain-writing was used to capture low hanging fruits.
Then the lateral thinking tools were used to bring the teams’ out of the
box thinking. After lunch the teams selected the most promising ideas
and enriched them. The business ideas were captured in specifically de-
signed templates that leveraged de Bono’s six thinking hats" to ensure
high-quality output. Since all ideas needed to incorporate the three di-
mensions of people, technology, and business, many “rudimentary idea
spots” were dismissed during the team process. This also increased the
team spirit and mutual trust between the different disciplines and created
an understanding for the complementarities of skills and competencies.
Finally the evening was used to share the group’s top idea in a small
sketch, which concluded the day with a lot of fun and laughter.

Why do I share this? Isn’t this too much detail?

Isn’t this what always happens in ideation workshops?

I am not sure. I have run many ideation and creativity workshops
since 2002. The more I reflect on this one, the more I realize that it was
the first time that I witnessed group creativity: participants worked to-
gether as fellow humans; department affiliation or organizational role
had no relevance. Everybody worked towards a common goal, there was
a lot of trust, joy, and mutual respect.

The last workshop day was focused on cluster/theme definition.
Common denominators between several ideas were identified and de-
scribed. The workshop ended after a sharing plenary and an outook
session. Mid-July the workshop results were shared with the review
team.

Another set of important terms had been identified and defined:

Scenario: A business idea in context; for whom, where, how does it

serve people’s lives?
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Cluster: A set of ideas with a common denominator (denominator
dimensions need to be defined)

Strategic (business) direction: Describes in a simple sentence the
envelope of strategies used to cope with the challenges faced by

the business.

Beyond reporting back towards engaging

Corporations are organized along certain roles, responsibilities, processes,
and meeting schedules to manage operations. Standard business practice
runs on well-established routines, implicit behaviors and according to
often strict annual calendars. Decisions are taken in management team or
board meetings. Proven concepts are appreciated. In times of quickly in-
creasing complexity and accelerating expectations from stock markets
there was little affinity for experimentation and risk taking. In this context
it was quite amazing that we had time slots in four PLEC meetings to
update senior management on TTLF project progress.

How could we use these precious time slots to inspire their desire to
try something new?

We wanted to offer them a joyful “growing-in” opportunity. We
wanted to let them experience that “good business men” can also be
“inspiring leaders.” We wanted to let them experience what the meaning
of “good leaders set the pace and create the future” might be.

How did we do that?

We changed the rules of the “corporate reporting-back game.” At
that time it would have been standard to prepare a fact-heavy power-
point presentation and share all the rational data summarized in some
conclusions and suggestions for decisions. This is not what we did!

Instead, we opened the first review meeting with a video clip of
Kylie Minogue singing a pop song. PLEC members had just sat down
with their lunches when without any warning the first tones of music
emerged. No hello, no opening word of the session—just the music in a
volume that interrupted the review team’s conversations. The video clip
visible on the screen that normally was used to discuss excel sheet. After

2 minutes we stopped it.
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What does this have to do with Philips Lighting?

I asked. No response. Initially. Then, “can you show it again? I
didn’t get it exactly.”—Laughter.

“No, sorry!” I replied—hearing my heart beat quite loudly. There
was no way back. We needed to continue what we had started... “Well,
there was Lighting everywhere: Light colored her white dress. She
walked on a lit floor. Lighting created the background.”—Pause—
“Good afternoon and thank you for having us here for the first review of
the TTLF project ...”

Then in the second step in a traditional presentation mode the
workshop flow, major outcomes and next steps were shared. Finally the
decision makers were split into three teams and briefly guided through
the innovation perspectives re-using the original workshop material.
After a rather short period of surprise, management was very apprecia-
tive of this unconventional format and active engagement became a reg-

ular element of TTLF reviews.

Phase 3: Expanding the scope
or from business idea to business potential, from idea cluster towards strategic

direction

Over the summer a lot of “sense making” took place. We developed
globally relevant strategic business directions leveraging the different
pieces of information that were captured in the Future Landscape doc-
ument and the outcome of the ideation workshop: the four regional
“context maps,” the 176 business ideas, and four region-specific clusters
including their structuring dimensions. All ideas were mapped on both
the needs and the technology roadmaps that had been developed after
the first workshop. Value-chain and business model requirements were
analyzed. Core strengths and lagging capabilities became visible through
this exercise.

This analysis formed the basis for an intensive interview round with
20 senior managers: the TTLF review team and another 10 leaders of
Philips corporate functions such as Corporate Strategy, Brand Manage-

ment, and Corporate F&A. The interviews were set up to inform senior
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managers of Philips Lighting and Philips Corporate about the process,
get buy-in, and motivate the decision making workshop. In addition
they were an effective way to receive ideas for future business direc-
tions—especially regarding possible cooperations between different
Philips business sectors—to reveal relevant assessment criteria and in-
spire new competence development. Special attention was put into un-

Niy

derstanding today’s and future (10 years ahead) “company fit™™ and

“market attractiveness.”™

Finally a set of 11 possible new business directions were identified,
described, and assessed. Five clusters were interesting due to the size of
the opportunity, two already had some links with the existing Lighting
scope and one was too unripe to evaluate. So there were two possible
scope extensions to be discussed during the third workshop beginning of
September.

We had some doubts about the true business potential in Asia. Some
of the interviews had strengthened our unease. We had the impression
that we might be biased with a dominantly European or western world
perspective due to the limited presence of Asians in the process so far.
Wouldn’t it be useful to deepen our insights about the Asian markets
through performing an additional workshop in China or India or both?
But, such a process step would require extra budget and delay the pro-
ject. So, what was to do?

I made an appointment with my project owner. I also wanted to use
it to pre-discuss the September workshop. I had built a good relation-
ship with him...

Although a lot of work at Philips Lighting was done via projects and
there was an elaborate formalism and education stream on project man-
agement, the CEO of Philips Lighting was not really familiar with how
that worked on the ground. He was taken somewhat by surprise when a
few weeks after the start-up meeting I asked for a 15-minute time slot to

sign the project start-up document.

¥ brand fit, competence availability, portfolio fit, market access/distribution, channels.
v maturity of needs, value potential, competition dynamic.
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Shortly after the start of our conversa-
tion I realized that he had not read the en-
tire document, therefore guided him
through it focusing on risks and decision
priorities. “If you ask me to rank priorities,
here’s my choice: speed, quality, complete-
ness.” He had said and I adjusted the doc-

ument accordingly. A few days later after

signing the contract—the project decision document—I said: “Great and
with this you have now bought a 3D TV! It will be delivered in a decade
from now.” He was surprised..., looked up quite seriously and then
started to laugh. I had heard that he had a good British humor. Back to
seriousness, he asked me about my expectations of him and I said that I
would not bother him as long as everything was under control. Only in
case of required course correction I would appreciate a face-to-face time
slot, yet then it also would be urgent. He agreed.

We only met twice this way during the entire project. Quickly as
promised I got a date to ask my questions. “Which new business direc-
tions have you identified?” he asked and I handed him a small toy TV.
“Please, have a look!” In the core team we had replaced the original pho-
tos with symbols for the five sizable themes... Now the project owner
and I briefly discussed them. He concluded that it was useful to stick
with the original priority setting, going for speed rather than complete-

ness and acknowledged the usefulness of a project decision document.

A few weeks later, in September a 5-hour workshop took place with the
entire steering group. After about 90 minutes the CEO interrupted the
session and we had a brief conversation where he invited me to speed up
the process and show more leadership. I felt confused. “How can I do that
here and now? We are on a big tanker! And you are the captain on this
tanker. I do not know how to steer such a big ship.”—“But you led us to
this point. Show us the way!”—*“It’s true. I brought you here. And yes, I
am a captain as well, but I am the captain on a speedboat. That’s a differ-

ent game. I have explored with my speedboat some potentially interesting
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new harbors for your tanker. I have taken the role of being your path-
finder. You are the captain here: Isn’t that the game we play???” He
nodded, went back to the meeting, and steered his tanker into a new
direction...

“Atmosphere Provider” (AP) was selected by senior management to
become the scope extension for the coming years. The decision was in
line with the (at that time) Philips corporate scope discussion around
Healthcare, Lifestyle, and Technology. It also was judged to have the
potential to deliver the desired 10 percent top line growth. For the first
time in its more than 100-year history, Philips Lighting had decided

upon a fully user and application-driven innovation theme.

Phase 4: Translating to action
or beyond making sense of trends towards creating meaningful (implementa-

tion) action

In the fourth and last TTLF project phase a deeper understanding of the
AP innovation space was developed and captured in a “theme map.” It
provided the selection criteria for the three NBC projects that formed a
basis of the AP program. Projects were deliberately selected such that

they answered different new questions:

Flexible ambience in shops: How to create light settings that influ-
ence people’s moods?

Light embedded in furniture: How to develop embedded lighting
solutions with a partner?

Light and fragrance: How to create a consumables value proposition?

At the end of 2002, TTLF was concluded and regarded as a successful
exploration and visioning project (Figure 2.7). AP, which was about
“empowering people to become their own lighting designer” had been
identified as a new innovation and growth direction for the entire Lighting
organization.'® Three NBC projects had been defined, a long list of addi-
tional NBC ideas delivered and an ongoing way of working suggested.
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Figure 2.7 Core visual consistently used to share project progress

Some weeks after the final review my project owner and I met to fi-
ne-tune the follow-up. He asked me if I was willing to lead the AP pro-
gram under the umbrella of the newly established NBC group. Intui-
tively I said: “Yes, but we might need another leader for the NBC
group.”—“Why?”—“The current one is a brilliant manager, yet does
not have his own vision. His purpose is to maximize profits. In my view,
however, this is not the way to develop new business. New business
grows through doing different things; it’s about creation rather than
management. It’s about dealing with the unknown, about an inner and
outer dialog between intuition and facts. It requires leadership through
meaning and purpose rather than management by command and control.”
I got a licde frightened when I realized what I had said. It was not
planned. I could not control it. It was just coming from somewhere very
deep.

A few minutes later the conversation was ended. Slightly embarrassed
I walked to the CSO, who had become a trusted coach over the year and
shared what had happened. Not very long and the CEO passed by as well,

smiling at me when he asked my dialog partner to join him...

P
t‘rsOn al Orea “-\wg'\o(\a\
Today I follow you. Twin-path Thought is impossible
Tomorrow I follow you. insights without an image.

Dialog connects. 2002 (Aristole)



CHAPTER 3

Pioneering — New
Business Creation

Responding to the massively changing market conditions due to the
dramatic political disruptions in 1989, Philips Design’s had developed
its High Design process in the 1990s, a powerful process to embrace
socio-cultural trends. It had been applied in all PDs—mostly under
Philips Design project leadership—and had prepared the ground for a

significant organizational development step at the corporate level.

As on January lst, [5003 The bigger picture...!
2003 Philips—for the first January 1 | New corporate role: CMO established
time in its hiStO[‘y— March 19 | Start of second Iraq war

April 14 Human genome project completed

established the role of a
The book: The New Everyday was

Chief Marketing Officer published by Philips Research &

(CMO). He had two main Philips Design sketching out an
“Ambient Intelligent” future

assignments:

1. The corporate-wide introduction of an end-user-driven innovation
process.?

2. Strengthening of the Philips brand through the introduction of a
new brand promise as starting point to increase the effectiveness

and impact of Philips corporate communication.

Product Divisions (PD) followed suit, upgrading their marketing
functions and establishing CMO roles at the PD level. The new PD
CMOs prepared themselves to play an active role in the development of
the brand promise. They began taking steps to align communications
across the PDs and to become more strategic in order to deepen their

involvement in innovation activities.
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At the same time, management at Philips Research was in regular di-
alog with their colleagues at Philips Design. The management team real-
ized that digital technologies could enable such a broad variety of new
functionality that they would challenge existing usage patterns and that
product acceptance in the mass market would highly depend on an intu-
itive user interface. Based on this realization, Philips Research had
opened a Home Lab in 2002, a laboratory where “normal people” were
invited to test prototypes and share their views on how to use new kinds
of products. It was clear that such products would require new business
models (Figure 3.1). It was not clear in the beginning 2003, which de-

partment or function would take care for that...

Technology-Drive

Innovation "(>

Traditional Philips Early experiments since the mid-1990s;

innovation approach structurally introduced into
since its founding in 1891 the corporation 2003

Figure 3.1 Evolution of innovation at Philips (2)

3.1 Stamina — Understand and Imagine
Atmosphere (2003)

or navigating complexity or humanizing lighting

The year 2002 had been very intense and successful: A new innova-
tion approach had been tested, the first market-driven business direc-
tion—Atmosphere Provider (AP)—for Philips’ eldest PD had been
identified and three projects defined that were to be started in the New

Business Creation (NBC) group as a move into implementation...

What stamina means to me...
When the word stamina comes to Dictionary Definition
my mind, I see a long trail Stamina is great physical or mental

through a wild mountain range strength that allows you to continue
that needs to be walked in order doing something for a long time.

to reach the desired destination. Walking it asks for a lot of commitment,
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investment of time and energy, focus and dedication, patience, and prob-
ably some sacrifice. Walking it will be a lonely journey. When lucky, one
will find a companion or two. It’s risky and a successful outcome is not

guaranteed, but some deep inner voice keeps me going despite possible

setbacks.

Why are stamina and understand and imagine atmosphere the

essence of my twin-path journey in 2003?

In early January came the announcement that the NBC group would be
re-framed focusing solely on new business ideas leveraging light-emitting
diode (LED) technology. That was bad news for us, since this technolo-
gy was quite embryonic and it would require a lot of time to develop
products towards market maturity. Moreover, the AP program needed a
new home—a home, however, that had a PD perspective and was not
focused on one special technology.

At the same time, marketing needed to follow up on Think the Light-
ing Future (TTLF) with a shift from “static space thinking” towards “dy-
namic activities in spaces” as its first move away from a purely operational
focus on positioning products in different spaces such as office, home,
shops, public outdoor, and public indoor. Deep understanding of end-
user’s behavior and insights in possible ways how lighting could enhance
peoples’ different activities> would be required in addition to the tradi-
tional know-how of lighting effects in architecture.

Soon after the NBC announcement it became clear that Philips
Lighting’s CEO would leave the company by April. Having been the
TTLF project owner and having led the Philips Lighting Executive
Committee (PLEC) decision making he was one of the key supporters
of the AP innovation direction. I went to my confidant, the CSO and
learned this meant that nothing would happen until the new CEO had
arrived and set his priorities. Sharing this view with my boss, I wondered
aloud:

How could an innovation “baby” like AP survive in such a corporate

context?
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He was not sure. It was new to all of us. Fortunately, the CTO be-
lieved in the TTLF result and the necessity for change. And he trusted
me. Meanwhile, I—and a colleague who had also been a TTLF core
team member who had expressed an interest in becoming project leader
of the “Flexible Ambience in Shops” project—was assigned to “hold and
incubate the new business theme.” It was strange to witness how in our
closest environment traditional R&D work became increasingly short-
term focused and efficiency-oriented while we—having a big passion to
get started—were forced to wait. This felt quite counter-intuitive. Stay-
ing patient was hard—a lot of change was going on around us, with a
high probability to affect our future work, yet we were not structurally
involved.

The new CEO arrived in April. Understandably the long-term AP
program was not his highest priority. It was perceived to be important,
but not urgent. Finally the newly established Global Lighting Marketing
organization was identified as “home” for the NBC program and AP

became the first Lighting-wide non-technology-driven innovation theme.

Needs,
trends

Insight
testing

I_En d_-user R End-user
insights Project > Implement> prodacts

/‘ portfolio service

Concept
themes testingp

Figure 3.2 End-user-driven innovation process

In addition, the market developments explored in TTLF led to
organizational changes. The technology-driven “innovation to market”
and BG Lamps marketing organizations were transformed into three
departments: “global strategic marketing” (GSM), “global technology
development” (GTD), and a “global organization for applications in

Lighting” (GOAL) bridging the gap between technological possibilities
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and end-user’s needs. All three together were tasked with implementing
the “end-user-driven innovation process” (EUDI process, see Figure 3.2)
in the Lighting organization and the corresponding changes in the exe-
cution of innovation projects.

In other words, almost simultaneously four separate fundamental
organizational changes and one major business process transformation

were initiated at PD level:

e The marketing function that had been organized on BG
level was “upgraded” and brought up to PD level.

e An organizational unit focused on the business
development of LED technology was established.

e A corporate program with the assignment to explore AP as
a PD growth area pioneering NBC was set up.

e Two existing organizational units were transformed into
three new ones.

e  The traditional technology-driven innovation process was

extended into an end-user-driven innovation process.

It took 6 months of “holding,” almost 9 months since it had been
confirmed by the PLEC before the AP program was implemented. Alt-
hough not intended, in hindsight these 6 months proved to have been
an important “incubation time.” Two TTLF core team members were
assigned to keep the new business theme alive. They helped to share
main TTLF process insights with the GSM, GTD, and GOAL organi-

zations and embed it in the EUDI process.

Tips and tricks for sense making (4)

1t is useful to distinguish different “time logics”. While man-

aged business activity has a repeatable character and therefore can
be planned — following the “Chronos logic™- disruptive innovation
does not follow standardized procedures. It asks for leadership builr
on a high intuition about “right timing”, thus in addition also
Sfollowing the “Kairos logic”.

We were invited to share the TTLF results and AP ambition in a
broad variety of strategic and operational innovation meetings both in

Philips Lighting and with relevant corporate functions. Increased
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collaboration between parts of the organization was a consequence of
this: with CDL and Research colleagues we started to jointly develop an
IP platform and—together with some Design colleagues—to translate
the socio-cultural trends into AP-specific “need” roadmaps. In addition
we explored the concept of “end-user-driven” through identifying the
scattered pockets of knowledge in other PDs that were already applying
this new way of working.

It was also during this 6-month period that AP became more deeply
rooted in a core network of colleagues at different levels and functions of
the organization. Some questions continuously came back: What is the
essence of transformational change or radical innovation beyond incre-
mental product improvements? What is the “quality” of the AP innova-
tion opportunity?

Corporate culture surfaced as key factor for success (Table 3.1).
And what did that mean?

Table 3.1 Corporate culture implications of the AP business direction

In addition to Also
Technology-driven End-user-, activity-, and
application-driven
Unambiguous, standardized Ambiguous, context-specific
functionality light effect
Hardware: ...Building on | Software; intuitive user
light sources, ballasts, luminaires strength interface; connected systems
Clear specification Creating | Option thinking
the future...
Fact-driven, rational culture Experience-driven, emotional
culture
Excellence in Excellence in
FUNCTIONAL lighting HUMANIZED lighting

In early July budgets were confirmed and we got the o.k. to go ahead
and recruit two more project managers. Philips Lighting’s senior man-
agement, the PLEC, continued to take the review team role. At this

point, we received the following assignment:

e Short-term: Identification of value propositions, building

of prototypes, concept testing of:
o Light and fragrance
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o Light embedded in furniture

o Flexible ambience (in shops)

Identification of potential partners required to implement
the business opportunities.

e Long-term: Creation of a continuous flow of new AP
business ideas; business growth coming from existing
business ideas within the AP theme; development of an
application-product-technology roadmap

e Sustainability: The development of AP “foundation
documents” (understand/imagine atmosphere, talk
atmosphere, build atmosphere, sell atmosphere); establish

an AP patent generation approach

\ s
y 2002 =
Think the
Lighting Future s .-.; pf)’r‘:;gﬁ; )%Implement!)
a /7 =
‘. Starting August 2003

‘Atmosphere Provider

Tect: ]
roadmic;

Figure 3.3 AP program mapped on EUDI

Also, the AP team was positioned as “pilot” testing EUDI and feeding
back “dos and don’ts” into the global EUDI process roll-out (Figure 3.3).

In addition to specific NBC also general theme development

My colleague in the meantime had begun to structure the work for his
AP project on “flexible ambience in shops”. Quite early on he realized
that a deeper understanding of people’s atmosphere-related needs would
be an essential starting point for all AP projects. It would also be helpful
to develop a more specific idea of the role lighting plays when creating

an atmosphere.
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We discussed this with our Philips Design colleagues and together
concluded that a “foundation document” might be the appropriate way
to consolidate such information for future, consistent corporate-wide
sharing. General insights emerging from business-idea developments
would be captured in such a document. Their purpose would be to cre-
ate a platform for a common global understanding of the new Lighting
innovation theme, and to introduce a clear common language, meta-
phors, and visuals as the basis for developing effective and consistent
communication tools for colleagues from different functions, locations,
and hierarchical levels. It should be a tool to align thinking and acting
that over time could be used throughout the entire Philips Lighting

business and beyond.

Understand / Imagine | | TalkAtmosphere |
Atmosphere ¢ - i
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/// Project End-user
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Figure 3.4 “Foundation documents” mapped on EUDI

By the end of the year, the first foundation document entitled “Un-
derstand and Imagine Atmosphere” was available (Figure 3.4), and
shared at the first AP review meeting at the PLEC in November. It cap-
tured the “people-perspective,” decoding the deeper meaning of the
word “atmosphere” as it relates both to physical space and to end-users’
emotional states of mind. It introduced a framework to map people’s
atmosphere needs across the application areas: home, workplace, com-
merce, and outdoors. The socio-cultural trend research carried out for
TTLF formed the basis to analyze and qualify people’s readiness to buy

lighting solutions to fulfill their atmosphere-related needs and how this
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willingness might change over 10 years. “Imagine Atmosphere” pointed
to 21 cutting-edge examples of where light was being used as a form of
AP to inspire imagination within Philips and create confidence that this
new form of innovation could meet future needs. This was important to
deal with the “right-timing challenge,” and to increase the likeliness that
AP solutions would be introduced to the market, once it has reached the
maturity of “early adopters” and can benefit from the quick growth
curve dynamic (see Figure 2.6).

The AP program architecture ensured cross-fertilization between the
business theme development via the foundation documents and the
three NBC projects (Figure 3.5). General observations derived from the
theme exploration were fed back into NBC projects.

NBC projects el © e = & o dlh m—  m— ﬂmgg

AP'the"'_'e Understand / Imagine & Talk & Create / Build
foundation Atmosphere AtTusphere Atmosphere

Figure 3.5 Atmosphere Provider “twin-path” program structure

Beyond efficient product creation also effective pioneering

Four business pioneers, nowadays one might call them intrapreneurs,
formed the AP core team: the program manager who had led the TTLF
project and three NBC project managers. One had been a TTLF core
team member; the other two were new to Philips Lighting. Over time, a
small support team became involved: a lighting designer, an experienced
market researcher, a marketing specialist, and several colleagues from
Philips Design.

An important element in choosing candidates for the AP team was
their openness to learn and their pioneering attitude. I explicitly asked if
they were able to cope with risks, what drove them in their lives, and how
important a “quick and straight career path” was to them. It was made
explicit from the very start that this was an “out of the box” assignment...

The team was small and flexible; additional skills and capacity were
brought in on an as-needed basis, which in turn required good commu-

nication skills on all sides and the commitment from senior management
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to ensure the necessary resources were made available when required.
The AP work attracted people with a special attitude: resilience towards
dealing with the unknown, pragmatism, a passion for discovery, and the
will to work in the service of a bigger goal were as essential as comple-
mentarities in skills and perspective. Conscious investment was put in
developing a constructive conflict culture, and dialog skills. We were

pioneering a new type of “corporate culture.”

First steps into new terrain

What were our first pioneering steps? The team was highly motivated to
deliver results quickly. The short-term assignment was the identification
of value propositions for the three NBC projects... By this time “value
proposition” was becoming a buzz word at Philips Lighting. What it
really meant and how it was developed was not that clear to us. Philips
Consumer Electronics—already a few years ago—had faced some major
challenges in selling their latest technology in the increasingly saturated
TV and audio markets. They had performed a benchmark study [of
what? Their marketing, their innovation] and found the “value proposi-
tion house” (VPH) at Unilever (Figure 3.6). The VPH is a tool to facili-
tate multidisciplinary information collection and structuring, for example,
insights are typically developed in the marketing organization, benefits are
often linked to technology, and reasons to believe might be linked to the
brand, product delivery and accessibility, after-sales service, or other
customer touch points.

The AP team used both the VPH and the EUDI process flow to
structure their work and to communicate effectively in review meetings
and sharing sessions with the colleagues who were implementing the
EUDI process globally.

In early September we invited a few colleagues from Philips Lighting,
Philips Design, and Philips Research to share their views on how to effec-
tively start NBC projects. It became clear that the communalities of the
projects were innovation process aspects such as using the same tools, test-
ing new lighting parameters, and starting from an end-user need. Differ-

ences lay in the specifics of the new application.
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Figure 3.6 Value proposition house

In mid-November the first review team meeting took place. The
VPH for the “flexible ambience in shops” project had already been de-
veloped during the incubation period. This had been a relatively straight
forward effort, since this project had only one dimension of newness:
the transition beyond homogeneous white light to dynamic colored
light scenes, with the well-established application area of shops as the
initial market. This choice was rooted in Philips’ deep application
know-how and established customer base. Therefore the project manag-
er focused his efforts on the development of a user-interface strategy and
a “whole-room demonstrator”; to slightly modify a well-known saying;
“an experience tells me 1000 words...”

For the other two projects, exploring the new application, understand-
ing its market readiness along the three innovation perspectives and devel-
oping a competitive landscape was fundamental pioneering work. This led
to the extension of the EUDI framework through the step of “new appli-
cation know-how: market dynamics, competitive products” (see Figures
3.4 and 3.7) prior to constructing/developing the VPH.

In the “light embedded in furniture” project two newness dimen-
sions were explored: a new application space (furniture) leading to new
lighting functionality and a new business model: partnering with a fur-
niture manufacturer. Therefore the step “new business dynamics” was
required prior to the VPH development. The initial market analysis led
to the suggestion to focus on whole-room application and start to take a
deeper look into kitchens and bathrooms.
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Figure 3.7 Additional process steps required to explore more
“newness” dimensions

“Light and fragrance” had three newness dimensions: the combination
of two senses, to be applied in the most mature application area, leading
to new product functionality. Business dynamics analysis revealed that the
use of fragrances to create an atmosphere is growing quickly in a dynamic
market with a lot of potential. Various technologies were available to ena-
ble this. Some home fragrance solutions were mapped on the market ma-
turity curve (see Figures 2.2 and 2.6) and a theme landscape (comparable
to Figure 2.7, phase 3) for light and fragrance was created. Here, it was
necessary to perform a theme test to develop the information required to
enable a meaningful decision for the initial target audience as input to
develop a specific VPH,* which could be used as starting point for prod-
uct development.

Everybody should have been happy and proud of what we had
achieved in the year, especially in the last few months. In only a little

over a months we had managed to:

e Recruit and build the entire team

o  Dublish the first foundation document

o  Pionecer the three new business ideas such, that useful learning
insights could be presented and clear next steps envisaged

e  Establish a dialog structure into our highly dynamic

internal innovation context.

Strangely enough this was not the case! I sensed a lot of impatience
and disappointment during the PLEC. It was not expressed explicitly
which complicated the situation. Unfortunately I had not yet managed
to build a deeply trustful relationship of trust with my new boss, the
CMO. And I knew, he had been doubtful at the outset, whether the
CMO office was the right landing point for the AP program. He had
pointed to the fact that his core expertise and interest was Brand Man-

agement and Corporate Communications rather than innovation...
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We discussed the situation in the core team. “How did this coaching
team approach work during TTLF?,” one of the new project managers
asked. “Wouldn’t it make sense to establish one for the AP program as
well?”—“I don’t know, if that’s possible. How can we suggest this to the
CMO without undermining his authority?”

A few days later I happened to meet the CMO in the corridor. “How
did you perceive the review meeting?,” I asked. “I guess it did not go so
well,” he responded. “That’s what I sensed as well. Can you imagine why?
Or do you know what disappointed them?”—“The Business Group (BG)
managers think it’s still too abstract, to intangible.”—“Buct isn’t the doc-
ument: Understand and Imagine Atmosphere real? And tangible? You can
hold it in your hand!”—“Tangible is a product on sales! They don’t un-
derstand why we should invest in increasing brand value either. That’s
also not tangible, even if we can show the effect on our share value.”—"“So
we're dealing with the same problem.” I responded. “In a way: yes.”—
“What about re-establishing a coaching team for the AP group as we had
established for TTLF. That brings at least some of them closer to us.”—
“How did that work?” I explained to him, how a year ago three senior
managers had taken the role to coach the TTLF team and translate team
results into top management language. The CMO listened carefully. “Let
me think about it.”

Only after I left Philips did I develop the “inner distance” to realize
how difficult and heavy the rational corporate culture was for non-
technical and non-“hard science” colleagues, regardless of their hierar-
chical levels. I did not realize the implicit credibility I gained through
my PhD in Physics. Thar title made me “part of the implicit culture”
offering quite some space to maneuver.

Shortly after the CMO agreed to the suggestion and conversations start-
ed as to who would be appropriate “god-fathers” for the three projects...

D €500, Orga“m(‘\ooa\
Each _ Calendars and clocks exist to
death holds Twin-path measure time; that that signifies
the magic insights little because we all know that an
of new coming 2003 hour can seem as eternity or pass %n
life. - flash, according to how we spend it.

(Michael Ende)
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3.2 Coherence — Talk Atmosphere (2004)

or in addition to rational expert language also metaphors,

experiences, and dialog confronting ambiguity

“We come from a history of

functional task-lighting based on

homogeneous white light.” This

is how I had summarized the

essence of Philips General Light-

2004 The bigger picture...’
February 4 | Facebook was founded
The Fortune at the Bottom of
the Pyramid by Prahalad
October Launch of new brand promise:

Sense & Simplicity

ing activites in mid-2003. “AP

Technology Incubator @ Philips
Research

is all about humanized lighting.

Ic’s about people’s emotions enhanced through dynamic, colored whole-

room light effects.” Great words, but what do they mean practically? We

had shared with the PLEC many facts on how we proceeded: the amount of

patents written, the number of deployment sessions held, the way we had

aligned processes, new optimization criteria, new possible selling arguments,

photos of situations when light was used to create an atmosphere. They did

not experience this as tangible results. There was a deeper, currently unspo-

ken, and invisible challenge to be faced. What was it?

What coherence means to me...

When the word coherence comes
to my mind, I hear the final
accord of a symphony or a piece
of jazz music, this moment when
all the different tones and voices
that  walked different—partly

disharmonious—ways while the

Dictionary Definition

Coberence is the quality or state of cohering:

a systematic or logical connection or

consistency or integration of diverse

elements, relationships, or values; the

property of being coherent; a balanced,

pleasing, or suitable arrangement of parts

music was unfolding finally come together in an amazingly harmonious,

all embracing way.
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Why are coherence and talk atmosphere the essence of my twin-
path journey in the year 20042

The “Flexible Ambience in the Shops” value proposition development
had uncovered a set of implicit assumptions in the R&D and marketing
community: Good products create homogeneous white light. Lighting is
static. Minimization and cost are the main innovation drivers. All this
was true through the lens of “total cost of ownership” with facility man-
agement as decision maker for buying decisions. The entire BG Lamps
organization was set up for this approach: its KPIs, its product im-
provement criteria, and its innovation roadmaps. Light as tool for at-
mosphere creation, however, leverages other benefits and is relevant for
other departments at the customer side, for example, the marketing de-
partment. Consequently a different language for talking about AP light-
ing solutions was required: a language and tools to communicate about
the emotional and aesthetic qualities of light. This insight underpinned
the second foundation document, “Talk Atmosphere” created by experts
from Philips Design and internal lighting designers. It was published in
August 2004 and included three sections: qualities of light, experiencing
light and atmosphere, and dialog on light.

Deep dialog is a root of a highly effective team

From the very beginning I had paid special attention to building a
“highly effective team.” I had learned in previous years how important
diversity is for disruptive innovation. The disadvantage of diverse, mul-
tidisciplinary teams though is the very high conflict potential due to
different use of language, personalities, working approaches, world-
views, strengths, and weaknesses. In order to develop good team resili-
ence I organized weekly group dialogues with semi-open agendas. We
created our own team rules including a set of rituals and we discussed in
depth the relationship between the way we work and the kind of prod-
ucts we would develop.

In addition each project manager was a coeditor of one of the founda-
tion documents. This way we installed an ongoing dialog about the differ-

ence of project specific insights and general, broadly applicable AP theme
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knowledge. Slowly but steadily the conviction grew that “a good atmos-
phere in the team (team spirit) would be built into our business concepts
and later somehow be radiated through our products.” Initially we did not
dare to talk about this outside of the team. We were afraid of being called
“esoteric.” Only after the program was closed did I share this view with
my former boss, the CTO and the CSO. They recognized the thought

and could understand why we had not made it public.

Culture clashes

Within Philips Lighting, senior management was used to the quick deci-
sion making that is typical of managing operations and incremental in-
novation. They were not aware of the duration of the different process
steps involved in radical or transformational innovation. Fortunately,
considerable goodwill had developed in recent years. Especially those
senior managers who had shared the positive experience of TTLF and its
promising results judged the timely availability of the first AP founda-
tion document as a continuation of the shared journey of discovery
started in 2002. But not every current PLEC member shared those
memories. Many new stakeholders in the BGs had heard about it, but
could not relate to it. They had not yet discussed how priority setting
should be geared towards aligning the maturity of the different business
perspectives (see Figure 2.6). They had not been invited to “think out of
the box.” They were “locked-in” the implicit corporate culture of tech-
nology-driven innovation mainly directed towards quality improvement
and cost efficiency.

In February, the AP team had its second review meeting. Contrary
to the original planning, the “shop demonstrator” was not yet function-

al, so that only conceptual results could be shared.

e  The “flexible ambience in shops” team had started to develop a
user-interface roadmap consolidating the broad, yet
fragmented information from the entire Philips Corporation
into in a single document. Although colleagues had been very
cooperative and willing to share their insights, this integration

process had required more time than originally anticipated.
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o The project manager of the “light embedded in furniture”
project had concluded that a new corporate partnership-based
business model would be required to realize his business idea.
Therefore he had started to cooperate with the recently created
“Corporate Alliances” department. There a proven alliance
process was being adjusted to the Philips culture.

e The “light and fragrance” project manager could report on
the theme testing results and had identified possible

innovation partners in the fragrance industry.

Parts of the review team appreciated the progress—others more
clearly than in the November meeting—expressed their doubts about
the likeliness of possible success and their feeling that they did not want

to waste their precious time in “fuzzy dreaming.”

Pioneer dilemma: How to talk about things that don’t exist?

It became more and more clear to me that one of the key challenges in
implementing radically new innovation in a mature, stable organization
is the unconscious role of corporate culture. I started to wonder, what is
culture in general and corporate culture specifically?

Suddenly my wake-up epiphany of the “five minutes silence reveal-
ing the potential self-similarity between my own development and inno-
vation provided by a firm” came into my mind. I thought: Maybe cor-
porate culture is to a company what the (often unconscious) world-view
and value system is to an individual? If that was so, then cultural change
in an organization could be compared to a change of my own values?
How does that happen? It is important to become conscious of one’s
own implicit assumptions; observe one’s own behavior and reflect on it.
Language is important, the changing meaning of individual words in
different contexts.

Interestingly, we had just started to work on Talk Atmosphere. It
was meant to introduce some key terminology supported by correspond-
ing photos visualizing the meaning of the words. We had learned a lot
from our colleagues at Philips Design and our associated light designer

about the use of visuals and photos to inspire and facilitate effective
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communication about “ambiguous or fuzzy” topics. Mood boards sug-
gest certain feelings and atmospheres and allow conversations about
emotions in a descriptive, non-personal way. Discussing the appropriate
photos to visualize the “Talk Atmosphere” key words provided us with a
great learning experience in doing exactly that.

Indeed, while working on the second foundation document we be-
came conscious of a fundamental communication challenge that I like to
call the pioneer dilemma: You cannot appropriately describe something
fundamentally new using familiar words ... and at the same time, if you
describe the new thing with a new, probably appropriate language, no-

body will understand you.

What could we do about this?

How could we work around this dilemma?

I recalled all the conversations I had over the last 2 years with differ-
ent managers. “Good business men produce bulbs ...” This was it!
...and they transport them as efficiently as possible from A to B... Op-
erational excellence is about efficiency increase: doing more of what we
do, but better, cheaper, quicker. ... “I am your pathfinder.” I had said
to the TTLF project owner. And pathfinders move through unknown
territory, for example, jungles ... There it was a meaningful metaphor

communicating our dilemma (Figure 3.8).

How to manage these cultures under 1 roof?

It's about Discovery
It's about Adaptability
It's about Trust

g A

»

It’s about Efficiency Increase
It’s about Optimization
It’s about Control

Figure 3.8 Truck-jungle metaphor
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I tested it with a few colleagues in the CDL; then I shared it in the next
review meeting to manage expectations with respect to the realistic speed of
radical innovation and NBC. It worked well. After the meeting several
PLEC members even mentioned that it might be much more fun to be on a

“jungle tour” than to trying to accelerate on a heavily used high-way...

Tips and tricks for sense making (5)

Metaphors expressed in visuals and photos can belp to communi-

cate new ideas, insights, or dilemmas — truck-jungle metaphor. There
are, however, situations where so many different dimensions of “new-
ness” are involved, that a 2-D visual is no longer sufficient to gpen a
meaningful dialog. In such situations it can be useful to create a shared
experience through a 3-D prototype or a video — flexible ambience in
shops demonstrator.

Experience activates human senses and triggers intuition

Finally in early May, right before the third review meeting, the “flexible
ambience in shops” demonstrator was ready. It was the prototype of a
women’s fashion shop, for which one of the rooms in the Lighting Ap-
plication Center had been made available. There were two novelties im-

plemented in this demo:

e Two different types of user interface—one object-based,
one screen-based—provided an invitation to explore what
“intuitiveness” might mean.

e By switching just one button, the entire room lighting
changed—completely different to the past, when each
individual light source needed to be addressed individually.

Up to now, the new CEO—who had only participated in the first
phase of the TTLF project—had remained skeptical. This changed dra-
matically after experiencing the demo. Conversations in the demo room
had been so vivid, that time had run out. Eventually he called for disci-
pline and urged his colleagues to get back to business, leaving the room
first. To our surprise after walking about 20 m in the direction of the
meeting room, he turned around, came back to me with a big smile on his
face and shook my hand. “Thank you for showing us! Now I understand!

It makes perfect sense!” he said.
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And he was not the only one: it was only when senior management
walked into the full-scale, room-sized “Flexible Ambience in Shops”
demonstrator that I saw the pennies dropping. All of a sudden words
like: We need to learn how to build intuitive user interfaces... made per-

fect sense. Imagination was inspired, trust in the opportunity increased,

doubts dissolved.

Inspiring excitement or towards co-creating

Each year in May Philips Research used to organize a big internal “tech-
nology fair.” For an entire week they shared their latest insights with the
entire Philips R&D community, both in the form of posters explaining
new functionality principles and through product prototypes.

In 2004 we actively participated in this exhibition, deepening our
user interface understanding and expanding our network. We also start-
ed to share our experiences and learning in the emerging Philips market-
ing community and established strong relationships with Corporate

Alliances and Corporate Strategy.

Beyond hardware products and selling tangibles to multilayered solutions

and value creation out of intangibles

Part of the VPH development was the identification of potential “bene-
fits, discriminators, and reasons to believe.” Leveraging Philips’ strengths
in technology and embracing the end-user perspective it became clear
that AP solutions would be quite different from traditional hardware
products. In addition, the work on the shop demonstrator had made the
general structure of an AP offer visible to us. Value would be created
through a reliable piece of hardware, the business sector’s traditional
core business. By tapping into Philips Design’s “humanities know-how”
and Lighting’s application expertise, the core end-user benefit would be
context-appropriate lighting experiences such as warm, romantic light
settings for a candle light dinner, or colored accents for to beautify pub-
lic spaces. As indicated in Figure 3.9 digital technologies would be used

to connect the two.
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Figure 3.9 Multilayered AP solution

But how could the vast amount of “intangibles” and the easy-to-
copy “tangibles” be designed into profitable business and support the
Philips brand positioning?

Towards business plans beyond product level

During the second half of the year the AP team explored a broad variety
of business model-related questions. They engaged a Professor from the
Bocconi School of Management to expand their thinking from value
chains to value nets.® Theme and concept tests were executed, an
intellectual property (IP) strategy developed and its implementation
initiated, and a bathroom lighting demonstrator was specified in the
context of the “light and furniture” project.

Finally the team developed a “business theme architecture” to contex-
tualize the scope of the individual project-related business plans and at the
same time to show knowledge reuse opportunities (Figure 3.10).

This was also a tool that helped to manage expectations and facilitate
the corporate culture shift, since traditionally in steady-state operations
it is appropriate to work with product-related plans only (in Figure 3.10
second lowest level indicated through: Philips makes this), trusting that
the upper levels of the theme architecture are implicit corporate

knowledge, thus “intuitively logical” for every employee.
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Figure 3.10 Business theme architecture positioning business plan
development

Change is the only constant in life

We were well on our way, making good progress. We had established a
resilient network and well-oiled communication structure with our col-
leagues who worked on building the new organizations and implement-
ing the EUDI globally. We could finally successfully communicate the
special challenges of our assignment with the review team and they sup-
ported our work. "God-fathers" (or executive coaches) had ... started to
engage in the projects. We had also truly landed in the Marketing de-
partment. It seemed that we had managed to navigate through the hefty
storms of the start-up phase and were finally in calmer waters, when in
early autumn we heard that our boss, the CMO of PD Lighting was ill
and needed to stay at home.

This was not good news. It left the department without a leader in a
still unsettled situation with massive changes going on. Political games
started to emerge: I sensed them, yet could not point them. The players

and their intentions stayed invisible until it was too late...
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The meaning of life is contained

It is all about Twin-path in every single expression of
making sense out of what goes insights life. It is present in the infinity
on around you now. 2004 of forms and phenomena that

exist in all of creation

(Michael Jackson)

3.3 Integrity — Create and Build Atmosphere (2005)

or ﬁom pioneering to mainstreaming

Starting in fall 2004,

2005 The bigger picture...’

there was an increasing

February 14 | YouTube, the most popular video

confusion over all the sharing website, is founded

September Book: Blue Ocean Strategy by W. Chan
Kim & R. Mauborgne
Book: Capitalism at the Crossroads by

Stuart Hart

new organizational units,
processes, strategies, and

which

responsibilities,

emerged in the broadened Lighting innovation community. The CMO’s
absence weakened the corporate culture shift from technology-driven inno-
vation towards end-user-driven innovation. However, every threat is also an
opportunity... Leveraging the still extant AP coaching team, at the end
2004/beginning 2005 a small team of passionate innovators representing
the different organizational units suggested the establishment of a Lighting
EUDI-board orchestrating the increasing variety of “fuzzy front-end” inno-
vation activities. At the start of 2005 it became clear that the CMO would

not come back to the company. A few months after the arrival of the new
CMO, a General Lighting EUDI board was established.

What Integrity means to me...

When the word integrizy comes
to my mind, I see a captain in a
hurricane holding course. The
wind lashes his face, a rain-storm
soaks his clothes, and he is wet

to the bone. Still he stays strong, safe

Dictionary Definition
Integrity is a conduct that conforms to an
accepted standard of right and wrong, the

devotion to telling the truth, faithfulness
to high moral standards

ly maneuvering his ship into calmer
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waters. Doing the same in times of psychologically and politically
stormy weather is at least as has hard, sometimes even tougher, since the
challenge might not be felt by others (the crew). Psychological trouble
often arrives via invisible pathways, not reaching or felt by the entire
crew simultaneously. Still sticking to the common goal and holding

course can then be a quite personal and lonely challenge.

Why are integrity and create and build atmosphere the essence of
my twin-path journey in 2005?

Parallel to our pioneering work in the AP team, Philips Lighting’s innova-
tion process was transformed. Organizational units were re-organized,
people were assigned new roles and responsibilities, and a new IT infra-
structure was implemented. This unstable situation was accompanied by a
high level of fear and insecurity for many employees and provided space
for power plays for those who were highly politically clever and tactical.
Having had quite good experiences with the coaching team and my direct
bosses since I joined Philips, I completely underestimated possible the
potential for egoistical behavior. Due to my relatively low hierarchical
position and the newness of our activity I was one of the last employees in
the marketing department to whom the new CMO talked. I did not
know how others had positioned their and our work. I honestly shared my
perspective. I did not know how it all fit together, yet the very fact that
something was going completely in the wrong direction surfaced during
with my performance appraisal, where for the first time in years I was
scored “average.” The new CMO could not explain this score, only stating
this was the feedback of my peers—of course without creating transparen-
cy about the sources. Unfortunately I let myself be put in a defensive posi-
tion, increasing the scope for the political games. I was tired. The years
had been exciting and rewarding, yet also heavy both in my professional
and private life with two daughters, who in the meantime had reached
puberty. I was at the limits of my capacity. I had a quite serious car acci-
dent. I could have taken that as a sign to take a break; to take a breather. I
did not! Something shook me out of the flow. It felt like losing my inner

compass...
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Beyond product-specific technical specifications towards AP theme

functionality

At the end of 2004, Philips had launched a new brand positioning: Sernse
and Simplicity. The VPH methodology suggests that such a positioning
should serve as high-level filter for any product development. This was
very useful for the AP team. The concrete project work had identified a

set of six new AP theme-related general benefits:

e Beyond homogeneous white light also colored light effects

e Beyond static light effects also dynamic lighting scenes

o Towards intuitive user interfaces

e Beyond lighting components to connected lighting solutions
e Beyond visual to multisensorial experiences

o Towards built-in expert knowledge

A third foundation document, published in May 2005, mapped out
how these could be translated into technical functionality to guide IP
development, technology road-mapping and product specification. It
also provided an insight into the different steps that people could take to
enhance the atmosphere of their environments with light. It expressed

the vision was as “be enabled to be your own lighting designer.”

From business plan to business development

By July 2005, all the projects were at a stage where business cases could
be written up. The second whole-room demonstrator, a bathroom had
been built and was shown to Philips’ CEO when he visited the PD. He
got quite excited and acknowledged that here the new brand promise
was being brought to life. A local car showroom was equipped with “dy-
namic light scenes” forming a market pilot for “flexible ambience in
shops.” The first “light and fragrance prototype” was built in prepara-
tion for an extended concept test.

Alongside this work, the team developed an argument as to why
strategic alliances were necessary prepared and presented it to the man-
agement. Successful meetings were held with industry leaders followed

by a series of workshops.
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Reconnecting to myself

Fortunately in 2005, my family and I had a long summer holiday in
Australia. We picked up our elder daughter who had lived there for a
year on a student exchange. It gave me the space to reconnect with my-
self while discovering the beauty of “emptiness” when we were crossing
the grassy steppe of the Northern Territories and driving from Darwin
via Tennet Creek to Cairns. I started to sense the intensity of our inno-
vation endeavor, and to let go of self-blame.

Back home I was welcomed with the announcement that the com-
plexity of the current situation needed to be simplified. As a result, the
AP group would be closed by the end of the year. I was asked to come
up with a plan on how to integrate promising running activities into
other organizational units and ask my team to start looking for new

assignments.
Wow! What a welcome.

I had sensed it earlier. It did not come as a big surprise... and I was hap-
py that my intuition and my intellect were back in dialogue. Moreover,
we had already identified the probable “landing points” for the projects
in anticipation of such a possibility months earlier. We prepared transi-
tion meetings with the “god-fathers” and agreed on hand-over proce-
dures. It was decided that “light and fragrance” would be put on hold.
Too many open questions still needed to be resolved. The other two
projects would be transferred by the end of the year. The project man-
ager of “light embedded in furniture” would move with his project to
the Business Unit Solid State Lighting. The project manager of “Flexible
Ambience in Shops” quickly found a new role in the CDL. The third
project manager left the company at the end of the year.

No end without a proper closing

It was challenging to receive a time slot on the PLEC agenda to formally
close the AP program. Finally I got 5 minutes speaking time on
November 18th to officially close the program. I presented three slides
with the titles: objectives, results, and learnings. In addition I shared an
eight-page closing document, summarizing key facts and outcomes of
the 2.5-year-long program. The key message was that the AP theme had
been brought to life and all objectives were met:
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o Short-term: Business plans delivered for all three projects
o Light and Fragrance: NoGo = no fit with general Light-
ing strategy
o Light embedded in Furniture®: transferred
Flexible Ambience (in shops): transferred, first product
launch on Light & Building 2006.
e Long-term: Patent portfolio development initiated and
executed, process insights shared and embedded in EUDI
e Sustainability: Three foundation documents published, more
than1,000 documents distributed; broad communication
about new business theme and way of working; more than
1,800 people “touched” in Philips. Thinking in themes
provides access to different “pockets of money” in existing
and new markets; for example, traditionally energy-efficient
homogeneous white light was sold to facility management in
shops and elsewhere. In the context of atmosphere creation
lighting also started to become a marketing tool in shops,
hotels, and other domains, thus creating access to marketing
budgets that are often allocated differently to general building

costs.

A set of insights and open questions were also captured along the

three top management priorities:

e GROWTH: sizeable business potential can be captured
through innovation themes that go beyond product level.
How are we going to communicate innovation themes
rather than product benefits?

e  GROWTH: Theme development across BGs or functions
circumvents the limitations of single-product thinking and
acting. The full business potential of an innovation theme
will be exploited only when developing systems beyond
components. How are we going to make sure that new
potential—carried by innovation themes—will be maximally
exploited and idea generation will stay focused within

selected theme boundaries?
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e TALENT: “imagining the future” and “translating it into
actionable opportunities” is a new skill with new
terminology. How are we going to attract and value people
with these unfamiliar skills? How are we going to build
“performing” teams?
e (SENSE &) SIMPLICITY: working in multidisciplinary
projects enables quick decision making, as all the necessary
perspectives are represented. They also provide the
“organizational elasticity” for achieving results in risky and
dynamic contexts. How are we going to avoid current mental
models and organizational structures killing new potential?
How are we going to develop a consistent, integral innovation
strategy within an organization that is currently optimized
along functional lines?
I sensed that the senior managers were surprised to receive this care-
fully and graphically attractive reader. Some took a deep breath when
they glanced over the first page, where the budget and other resources

that went into the AP program were made explicit.

Tips and tricks for sense making (6)

Communication effectiveness can be increased through the
translation of one’s own thoughts into a message and language that
passes decision makers’ “urgency and importance filters”. Core priori-
ties as set in (management) agendas, balanced business score cards or
bonus targets can be seen as such filters. They help professionals to
distinguish meaningful from irrelevant data in the rapidly increas-
ing abundance of information. Observations or insights re-phrased
in questions can open the “mind space” for collective sense creating

dialogs.

Final surprises

Half a year later, right before my departure from Philips Lighting,
someone disclosed that there had been confusions, mixing the EUDI
and the AP efforts into one budget. From that perspective it was under-
standable, that the outcome was experienced as unsatisfactory. Only the

AP-closing document had created transparency. All of a sudden all the
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curious expectations, that I had felt and been unable to interpret, made
sense to me. I promised to myself to better trust my feelings in future.
Proactively and respectfully I would voice them in cases of doubt. How-
ever, better late but then never it was acknowledged that we had used
our resources sensibly and delivered great results.

The last weeks of the year were characterized by capturing and trans-
ferring knowledge, preparing the project moves and looking for new job
assignments. Office space was also reallocated and it became clear at the
end of October that our team room would in future host two different
marketing roles and would therefore be split in due time. To our sur-
prise, shortly after the final PLEC meeting, at the end of November
construction workers came into our office and started to build a WALL.
We were sitting there and working. Nobody had informed us about the
timing. Our request to stop it was dismissed with the comment “this is
the only time we have before end of Q1 2006...”

Strange!

First we felt fury and anger. Being a German and having lived in a
country with a wall—yet also having witnessed its fall in 1989—this was
a very awkward experience! The wall was built in 2 days, making the
ending of the AP program inexorably visible. But nobody could stop our
passion for our work, our pride in our achievements, and our team loy-
alty. Realizing that, the fury turned into laughter, the anger provided
some extra energy. We continued to work until the end of the year with

deep commitment for our common goal.

The spirit of (good) atmosphere providing could not be broken or
displaced ©
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In-between times

or beyond (business) Sustainability towards Sustainable Development

What was I going to do next?

Leading radical or disruptive innovation, the last 5 years had been an
amazing opportunity for me to enrich my professional skills set and
concurrently learn a lot about myself. I had discovered that what made

work meaningful for me was the combination of:

o Envisaging on a long-term goal and
e  Bringing it to life through meaningful short-term action,

which

o  Ensured sustainable impact.

I also realized that with the identification and pioneering of AP as an
innovation direction we had made a significant contribution to the (eco-
nomic) sustainability of Philips Lighting. However, the deeper I under-
stood the theme, the more it became clear to me that we were on a path to
developing new—aesthetically very appealing—lighting solutions for peo-
ple who already lived very good lives. In other words, we were busy with
creating new wants and desires for affluent people. Of course there is
nothing wrong with that and especially the work with the lighting design-
ers strongly resonated with my passion for arts and esthetics.

The search for a new assignment reconnected me to another strong
inner voice: The desire to understand what a good life is all about and
based on that understanding to help life flourish. How could I use my
recent experiences in order to help improve the living conditions of (all)
people? How does a corporation like Philips do that? What is the key
word or concept that captures this type of work in the business world?

I shared these questions with some colleagues and to my surprise
from two sides—Philips Research and Philips Design—1I consistently
heard the same answer: What you are talking about is sustainability.
Obviously they had a broader perspective than Philips Lighting man-

agement. .

I explored the term deeper and discovered:
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Sustainable Development

The word “sustainable” emerged in the European forestry in the 17th and
18th century characterizing a form of forest management that would not
deplete resources in the long-term, but would instead allow the renewable
resources to regenerate, thus ensuring long-term exploitation.

In 1987 the term was combined with the word “development” in
the Brundtland report, in this definition: Sustainable development is a
process of change in which the exploitation of resources, the direction of in-
vestments, the orientation of technological development; and institutional
change are all in harmony and enhance both current and future potential to

meet human needs and aspirations (chapter 2, paragraph 15).



CHAPTER 4

Exploring — Corporate
Scope Extension

To begin with, let’s look at the company structure of Philips in 2006.

Business results were realized in the five business sectors: Lighting,

Medical Systems (PMS), Consumer Electronics (CE), Domestic Appli-

ances (DAP), and Semiconductors, which was in the process of becom-

ing the independent company NXP. Philips’ mission had been quite

stable in recent decades, combining the two angles: improving people’s

lives and meaningful innovation. The corporation was building its

brand promise sense and simplicity along its strategic directions:

healthcare, lifestyle, and technology.

How was Philips set up to contribute to sustainable development?

In 2006, the
chair of the Philips
Sustainability Board
(SB) was held by the
Head of Corporate
Purchasing, who was
a member of the
Philips Board. Thus,
the topic of sustain-
ability was discussed
regularly by  top
management  with
the main focus on
risk and reputation
covering topics such
as compliance to

There were significant concerns being
expressed across the global business
community about sustainable development
issues since the early 1970s.

The bigger picture: sustainable
development and business

1962 | Book: Silent Spring by Rachel Carson

1970 | Philips participates in the Club of Rome workgroup on
guidelines for environmental performance, and in a
follow-up the first environmental function is established
in 1971

1972 | The Club of Rome publishes The Limits of Growth

1973 | Small Is Beautiful by Ernst Schumacher

1987 | The Brundtland commission defines sustainable

development as meeting the needs of current
generations without compromising the ability of future
generations to meet their needs

Philips first global environmental policy

(Continued)
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environmental law, The bigger picture: sustainable

health and  safety development and business

re gulations, SUPPIY 1992 | First Rio conference around sustainability and,
with the triple P: planet, people, profit—notion,

chain auditing, and business is invited to take co-responsibility for

stakeholder dialogue. sustainable development

1993 | Philips becomes a member of the World Business
The SB brought Council for Sustainable Development (WBCSD),
tOgethef PD r cpre- which was initiated as response of the business

sentatives, the biggest community to the first Rio conference in 1992
1998 | Launch of first corporate 4-year EcoVision program

count organiza-
4 & 2000 | Launch of the UN-Millennium Development Goals

tions, and operations Since | First “solution for the poor” experiments in different

-related corporate 2002 | parts of the Philips innovation community. Examples of
product prototypes include woodstove, solar-powered

functions such as ot 0aton
water purification, and off-grid lighting

HR, legal, and the 2005 | The United Nations declares 2005 the
reporting arm  of International Year of Microcredit

Corporate Commu-
nications. This reflected the positioning of sustainability to drive operational
excellence.

The philosophy of embedding was expressed. It meant that “sustain-
ability” was under-stood to be a topic relevant for the entire business.

Consequently it was seen as an implicit part of Philips’ culture. Since
1998 via the EcoVision programs, explicit corporate sustainability tar-
gets were used to improve operational environmental performance. Also
some philanthropy projects dealt with societal challenges, from the early
2000s with increasing attention on the “poor” at bottom of the pyramid
(BoP). A plan to systematically explore sustainable develop-ment as starting
point for innovation did 7oz exist. Nevertheless, Philips’ Chief Technology
Officer (CTO)—following his personal conviction—was an associated SB
member. He built an important bridge between the corporate sustainability
network including the SB, Philips Research, and the broader Philips’ in-
novation organization.

In different innovation-related organizational units, especially
Philips Research, Philips Design, Corporate Strategy, Lighting, and
Healthcare, employees used the freedom the Philips culture provided to
their staff to suggest an increasing company engagement in sustainabil-
ity-related topics such as renewable energy, water purification, and low-

cost healthcare solutions.
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What did sustainability mean at Philips and for the Philips innova-

N Sustainability Driven
\ Innovation

tion community in particular (Figure 4.1)?

" Technology Driven > T
" ion gv. i - Innﬂ\mﬁgn
e Innovation g s by

Traditional Philips Early experiments since the mid 1990s; Early experiments since 2003,
innovation approach structurally introduced into structurally explored since 2006 &
since its founding in 1891 the corporation since 2003 introduced corporation wide since 2010

Figure 4.1 Evolution of innovation at Philips (3)

4.1 Trust — Stones and Clarifying the Definition (2006)

or beyond sustainability driving operational excellence to sustainability

also driving innovation

The year 2006 was the year that brought climate change (CC) onto the

global agenda.

[t became clear very 5506 The bigger picture...!
quickly that the CTO had May Al Gore’s film An Inconvenient Truth
quite a broad perspective creates broad public awareness for the

NRT CC challenge
on sustainability as an July Lounnch of Toritter
innovation driver, far be- | October Nicholas Stern’s report The Economics
yond innovating for the of Climate Change creates bridge

between environmental/scientific and

poor. For him this was . ;
economic community

only one, ma}’be the most December | “Green” Conference in Brussels: Philips
Lighting’s CEO announces that Philips
will start to eliminate incandescent lighting

challenging angle. During

one of the early scope in Europe, the switch over could happen

conversations, he raised the within 10 years

following: “If we can’t

g

provide environmentally sound and socially relevant products and services
here in Europe or the US, where we know our customers, why should we be

successful in markets we don’t understand?”

This meant, the new role was supposed to look into sustainability as
innovation driver in its broadest sense: both from the environmental and
social perspective and across all existing markets and beyond, thus global-
ly. A key part of the challenge was that there was no precedent for such a

role in Philips and so there was no reference or model to learn from.
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What trust means to me...

When the word #rust comes to my Dictionary Definition
mind, I immediately sec my lictle Trust is the firm belief in the integrity,
1-year-old daughter standing on a ability, effectiveness, or genuineness of

wall wanting to copy her 2 and a someone or something; responsibility

for the safe d well-bei f
half years older sister to balance on oF e s ey and We Thelng of somennie

or something; a number of businesses or
it. She has this winning bright enterprises united for commercial
smile expressing unconditional joy advantage.

in life while putting her litde hand in my direction wordlessly asking for
assistance. I encourage her to try it herself, trust that she is able to do it...

and she starts walking,

Why are Trust, Stones, and Clarifying the Definition the essence
of my twin-path journey in 20062

I started to stay in my Aachen office more often, using the time to re-
flect and take stock. One day—I think it was mid-January—I arrived at
the factory parking and the gate was closed. It was freezing cold. Oil
barrels filled with wood were burning, providing some warmth to the
strikers and creating an atmosphere of resistance. A sizable group of
workers had installed a barricade blocking the entrance to the produc-
tion site that hosted three Philips production units: Automotive Light-
ing, Halogen Lamp production (the unit where I had my office), and
the Display Glass factory, a highly sophisticated glass process unit that
used to manufacture large glass screen for big TVs. A few years earlier,
Philips had sold the majority of their “display business” to LG and with
this also the Aachen production. Now LG had decided to close the Aa-
chen production in order to reduce the overcapacity that was emerging
in the more and more saturated standard TV market, and responding to
the increasing takeoff of flat screen TV technologies. The display em-
ployees were furious. They, in previous years, agreed to considerable
reductions in wages and social benefits in order to stay highly profitable
and protect their jobs. Yet this was a strategic decision. It did not have
anything to do with the economic performance of the production site.

What did that mean for our future as a community in a middle-sized
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town such as Aachen, as a society? Would my children be able to earn
their money in the country in which they were born? Will they be able
to build a family in a stable environment or will their future be to be-
come work-nomads, following work to wherever it might be?

The blockage went on for more than a week. And it was a very pow-
erful argument to negotiate with the Philips Corporation. Why? As
mentioned already, the factory site hosted production lines for three
different Philips business units. One of them was the Xenon Light pro-
duction, a part of Automotive Lighting with some Japanese car manu-
facturers as main customers. What was so special about Japanese car
manufacturers? Toyota had invented the principle of “lean production”
in the 1990s and implemented it consistently across their entire supply
chain.

One of the consequences for a second tier supplier such as Automo-
tive Lighting in Aachen was the necessity to organize “just in time”
delivery., This meant that there should be a continuous flow of light
sources to the Japanese car manufacturing sites, so that the cost and
space of holding stocks at the customer’s site were minimized. Even the
rumor of a potential disturbance of this well-aligned logistical chain
would have caused the Asian customer to change supplier. Of course
Philips did not want to run the risk of losing a strategically important
client. The strikers knew that and they “negotiated” heavily about every
truck with Automotive headlamps that wanted to leave the factory site
was and also every truck supplying for raw material into the site. I real-
ized the seriousness of the crisis for Philips participating in the almost
daily “morning updates” in the canteen. All of a sudden I had the im-
pression of starting to understand what globalization really means: a
massive -normally invisible - net spun between nations, industry sectors,
and firms, connecting the lives and fortunes of people without them
knowing it and which in ordinary everyday they cannot influence. It
became clear to me how unstable this situation was. I saw what Chaos
Theory’s “Butterfly Effect” means in practical life: A group of people
blocking a factory gate with a hand full of oil barrels in Aachen can put

the car production in Japan on hold.

That was scary!
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What type of world are we living in? What does that mean for what
I’m going to do next? Where can I make a meaningful contribution
leveraging my experience? What was it that the previous years had quali-

fied me for?

At the same time I felt very tired. All the “absorbed” pressures of re-
cent months started to surface, all the swallowed, not yet handled emo-
tions came back asking for attention, appreciation, and conscious letting
go. And the expectation to find a new assignment—thus leaving the
marketing department and giving some space to its budget—grew day

by day.

A senior manager of Philips Research had offered me a group man-
ager role shortly before Christmas, which I was still thinking about. I
could have worked on new technology to enable dynamic lighting, cre-
ating nice atmospheres in different spaces. It would have been an obvi-
ous move leveraging my passion for aesthetics and beauty and all the
work the Atmosphere Provider (AP) group had done during the last
3 years. However, this somehow did not feel right. I could not express
why. It would have meant to produce new technologically advanced
nice things to serve currently not existing needs and desires of people—
like me—who already have very high living standards. Was this a way to
use my scarce resources: lifetime and personal energy? Was this a way to
take responsibility for creating a good future for my kids? Was that my
purpose of life?

Nol!
And what else?

The oil-barrel blockade made it clear to me. I wanted to find a way
to help keep good, rewarding work.> I wanted to work on meaningful
products that can be repaired and run on minimal energy. I wanted to
work on finding ways to enable a good life with less and good lives for
all. Tt became clear to me that I wanted to work on SUSTAINABILITY.
I called my mentor at Philips Research and shared my thoughts. A few
weeks later he had connected me to the Philips’ CTO with whom I had
a deep and serious conversation. One more meeting and ... I left with
the assignment to explore and embed sustainability as innovation driver for

Philips, starting at Philips Research.
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I was happy and confused and anxious. Parts of me were doubtful as
well. Wasn’t this an as risky task as leading the AP group and bringing the
first end-user-driven innovation (EUDI) theme to life—probably even
more dangerous? Could I trust senior management? Could I trust Philips?

I decided to do so, and swore myself to be more alert and, if re-

quired, more tactical in dealing with politics.

A new beginning

My new role started on April Ist. It was clear from the very beginning
that this was a massive job: one that had a long-term scope, probably
asking for some significant shifts in the decision making about innova-
tion directions, the design of the innovation process, and key perfor-
mance indicators (KPIs) across the entire company. It was an assign-
ment to stimulate a fundamental organizational transformation, though
it was not officially and explicitly expressed as such.

During my introduction round, a colleague from the Research
Communications department challenged me, not to waste any time and
to use the upcoming Corporate Research Exhibition (CRE) in early
May to position the new innovation driver. I was not sure about that. I
did not know a lot about sustainable development yet. I had moved into
an environment where a “critical mind” was part of the profession. How
could I make a credible contribution in such context? I shared my
doubts. A few days later we met again coincidentally inthe car park.
“You do not need to have any answers at this moment of time,” he said.
“You could offer a space to explore: Invite colleagues from all over
Philips to share their insights in sustainability and ask what they would
like to see happening. Use it as way to uncover ‘end-user needs’ with
your colleagues being the end-users...”

This suggestion eased my mind and by engaging the existing Philips
Research sustainability network within less than 6 weeks a first half-day
“sustainable innovation” workshop was organized. Despite the short
notice, it attracted more than 40 participants. (Interestingly more than
50 percent of them were women. This is quite remarkable for an organi-

zation in which the employee base was highly male dominated.)
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One week later, during my first review meeting with the Research
Management Team (RMT), I received encouraging feedback. Before the
word was handed to me, the chairman expressed his appreciation for the
fact that the theme “sustainability driving innovation” had already been
launched leveraging the CRE. Trust in my colleague’s intuition had

paid out well.

I had a personal agenda with my new assignment: still memorizing the
building of the wall, secing the sad eyes of the strikers in Aachen, and
having their furious words in my ears, [ was passionate to “bring back soul
to the workplace.” I also wanted the new innovation driver to stick, to
become a shared responsibility from the very beginning. I therefore decid-

ed to use my first review meeting somewhat unconventionally...

The stone(s)

In the mid of May 2006 “sustainability” was the first agenda point of
the RMT meeting. During this meeting the journey really started.
Following both the corporate requirements and my personal agenda I

designed it holistically.

e Inafirst step, the “establishment (the birth) of the new
role” was acknowledged by handing out small stones with
the words: respect, commitment, and dialog to the three
managers who had made this happen, the “midwifes” of the
new role. It was interesting to witness, how the three stone
holders felt acknowledged. Beyond my expectations the
small symbols allowed to build emotional connections both
with respect to the personal relationships between them and
me and the new innovation driver sustainable development.
This represented the dimension “soul/heart”.

o Then I shared the results of the current state analysis and
introduced a work plan for the second half of 2006 via
posters on the wall. The CRE event had helped a lot to
create an overview about the broad variety of scattered and
fragmented activities that waited to be consolidated into an

impactful and aligned program. RMT members were
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encouraged to leave their seats and come together in order
to share the information. While at the beginning they
stayed distant from each other, with the progressing
conversation they moved closer, finally building a circle
shoulder to shoulder with me and the poster in the center.
Leveraging my experiences with the CDL group managers
five years earlier, I made them aware of this group-
behavior... This part of the session represented the “mind.”
e Ina third step, I expressed to everybody an invitation to join
the “sustainable innovation journey.” On the table, I put a
large stone with the word sustainability written on one side
and the Brundtland definition on the other to capture the
nature of the challenge (Figure 4.2 photo 1 and 2). The
managers were asked to turn this big stone upside down with
currently available tools such as screwdrivers, forks, spoons,
and pens. This was meant to make them experience that the
assignment to explore sustainable development as innovation
driver required shared leadership. Awareness for the level of
newness - thus risk - related to the theme was created; in
other words: a sense was given that we were together on this
exploration journey.
Finally, every RMT member was invited to take an
individual small stone with his or her personal contribution to
the journey expressed in words such as balance, focus, and

togetherness (Figure 4.2 photo 3) This represented the “body.”

Gerrme THEWGERE gr T TRt

JU(SWNAB ¥ ENERATION. W (N (o

REC ABILITY

Figure 4.2 Stones as symbol for sustainability driving a long-term
shared innovation and leadership journey

Many hundred stones were handed out in the coming years. The big

“sustainability stone” was located in my office. It traveled to all major events
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in the Eindhoven region in coming years and was brought to overseas
meetings in form of a photo accompanied by little personal stones. Both
together were powerful tools for community building. People felt proud
to be “stone holders,” and they inspired and facilitated many dialogues
about the often unspoken emotional and cultural side of change and

innovation. My first stone carried the word #rust.

Tips and tricks for sense making (7)

In cases when the new topic is an abstract concept in an open
system, it is useful to make it tangible; to “materialize it” and
locate it. Such a symbol should credibly “transport” two different
meanings: a cultural or collective aspect of the new theme (here:
stones are an intuitively understood globally accepted symbol for
longevity) and a bridge to personal values or experiences creating
an emotional connection (here: the words written on the stones).

The green-washing dilemma

Numerous conversations with colleagues had revealed widespread cyni-
cisms and doubts about the top management’s seriousness regarding
innovation in service of sustainable development in the R&D commu-
nity. The word green-washing was often used; the desire to do some-
thing real often expressed, yet immediately judged to be idealistic and
unrealistic. Why?

Modern quality management along with environmental, labor, and
customer protection legislation has educated most western companies to
implement sustainability-related business instruments such as product
life cycle assessment procedures, ethics commissions, and health and
safety standards. Because of increasing energy and material cost, incre-
mental innovation projects often aim to optimize energy and resource
efficiency, thus creating a double-financial, and environmental-win.
Sometimes these types of innovations are “retro-fit” and taken as con-
crete examples to explain sustainable innovation or resulting products
are communicated as “green products.” This happens since most people
need something “tangible” to understand and believe in an abstract
concept such as sustainable innovation. On the other hand, many sus-

tainability-conscious employees and external stakeholders are skeptical
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when small incremental changes are communicated as contribution to
sustainable development. They see it as “green-washing” normal busi-
ness practice. An important role of innovation and sustainability man-
agement is to balance the deeply conflicting needs of the “sustainability
newcomers,” for whom the topic is new and needs a lot of concrete
explanation and time to grow into the topic, and those of the sustaina-
bility conscious who often demand radical changes immediately and
push for speed of implementation. It can be very useful to ask the sec-
ond group to come up with creative ideas to speed up the growing learn-
ing process of the first.

Many R&D employees belong to the second group. For them, mean-
ingful innovation truly serving people had originally been a reason to join
Philips and Research specifically. Unfortunately, they increasingly felt that
the only purpose of business was to maximize profits and serve shareholder
needs. What giant of “intrinsic motivation” was sleeping there? It was wait-

ing to be woken up and come into play...

Revealing key challenges

My assignment was global and I was expected to suggest how to struc-
turally embrace the needs of the “poor,” especially in the so-called
emerging economies or BRIC countries. After visiting Bangalore in
South India, Shanghai, and Boston within a few months it became clear
to me: There is not #he sustainability challenge that calls for a standard-
ized solution. Proper understanding of both geographical and cultural
context would be the starting point for meaningful innovation leading
to sustainable development, thus truly serving the people while at the
same time maintaining our supporting ecosystem: the planet earth. It
also became clear to me that sustainability does not have anything to do
with the survival of the planet itself, rather to humanity’s survival as a
species on it. And the survival of mankind depends on the world-view
we have and further develop in relation to our fellow men, other species,
the earth as a whole; it depends on the way we acknowledge and apply
the “laws” of nature and life. Thus, it’s by far and foremost a human
culture question of wisdom beyond knowledge, attitude prior to action,

value next to cost.
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I consolidated my experiences in a set of attention points for the

work ahead:

1. Disruptive innovation will be required, especially leveraging
digital technologies to develop new business models: Using both
the social and the environmental lens of the sustainability “glasses”
towards innovation very quickly demands service business models,
scope extensions into new geographic areas with limited market in-
frastructure, unknown user needs, and usage behavior. Incremental
product improvement, traditional product diversification, or line
extension could be a good starting point, but would not be a path-
Way O Success.

2. Beyond EUDI, sustainability introduces new levels of ambiguity
and complexity: There were as many definitions of what sustaina-
bility meant for business as people I asked. There was not #he one
“sustainability challenge.” Instead many interconnected global and
local different problems were mentioned: CC, water, hazardous ma-
terials, poverty, unfair work conditions, access to health and educa-
tion, and so on. It became very clear to me: There will not be the
one, highly appreciated standardized solution but a demand for
fundamental context relevant system innovations. The essence here
is not simplicity. It’s all about making sense.

3. Dealing with emotions and shifting perceptions would be a
prerequisite for any meaningful action: Especially in the innova-
tion community I was confronted with considerable skepticism
about senior management’s honesty and seriousness with respect to
innovating for sustainable development. The assumption “this is
only green-washing” was widely expressed.

4. A common language might be a core enabler to developing a
broad common view about the threats and translating them into
business opportunities: Sustainability was mostly seen as equal to
green/environmental, often linked to operational efficiency increases
through decreased energy or material use. The social dimension was
rarely on the radar; at best it was associated with solutions for the

poor. Next to this the most used words (e.g., crises, inconvenient
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« . . » . «
truth, challenge) have “negative connotations” presenting a “doom
and gloom scenario” with little hope. It was accompanied by blame

and guilt assignments putting key players on the defensive.

Sensing a way forward

Realizing all this, I felt quite intimidated. Fortunately I did not have too
much time to think. Many unexpected doors had opened in recent years
on the TTLF and AP journey. I sent my doubts to the desert and pro-
ceeded with the work. I announced I would organize a “strategy work-
shop” mid-December to align the broad variety of sustainability activities
executed in all the different Philips businesses and staff functions. Compa-
rable to the “Future Landscape” workshop of TTLF (see Section 2.3 in
Chapter 2) the idea was to bring together all the different corporate and
business functions who worked on sustainability, share the broad variety
of different starting points and activities, and define a common goal for
the coming year.

Many conversations during my first months in the new assignments
had initially left me with quite some confusion. Little of what I had heard
had anything to do with innovation. Colleagues had talked about health
and safety regulations for employees and fighting child labor in the entire
supply chain. I learned that Philips established worker’s councils in its
Asian sites, partly in opposition to the employees’ desire. This was neces-
sary to meet the public attacks of “shark NGOs” such as Greenpeace. On
the environmental perspective, actions happened around minimizing the
use of hazardous materials, decreased use of water, energy, and paper,
introduction of an eco-design process, and so forth.

I was deeply happy when I found the sustainable value framework in
Stuart Hart’s book Capitalism at the Cross-Roads. A time line (today—
tomorrow) was mapped against the context of action (internal—external),
thus opening a strategic framework with four quadrants. The first graph
of Figure 4.3 introduces a framework for sustainable development value
creation inspired by Hart’s thinking. Embracing my personal experienc-

es I adjusted the descriptors of the quadrants.
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Figure 4.3 Value for sustainable development framework inspired
by S. Hart

I used this framework to map all the different activities at Philips
and it became very clear: 95 percent of the running activities had to do
with operational excellence, with responsible production and distribu-
tion of products Figure 4.3 second graph).*

The bridge between sustainable development and innovation had
not really been built yet. Innovation had been mainly technology driven.
Traditionally it was hardly ever considered upfront, which social and
environmental impact a new technology might have (Figure 4.4).

Only a few years ago, Philips had started to structurally embrace end-
user needs as a starting point for innovation. I realized: embedding sus-
tainability as innovation driver would require a significant broadening of
the end-user approach. Two additional categories of needs were to be

served: social/societal needs and environmental needs/planetary boundaries.

Long term
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‘sustainable development|driving innovation excellence
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Internal Expand
scope

‘sustainable development]driving operational excellence

Walk the talk &
Talk the walk

More with less
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Figure 4.4 Scope extension visualized
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Was it realistic to expand Philips’ deep cultural transformation
through two more dimensions at this stage of deployment? Which were

possible leverage points?

The AP program had been one of the core activities to pioneering
EUDI at Philips Lighting. Other business units had chosen other
approaches to explore it. The still young corporate marketing function
was consolidating all these activities into a corporate change program
and was about to start the global rollout of this new way of working.

Working on Create and Build Atmosphere had taught me how to
translate an abstract concept, such as Philips’ new brand positioning
“sense and simplicity” into a language that can be understood by R&D.
I had shown that a whole “ladder” of translation steps is required to
make sense out of an abstract concept such as AP or a corporate “buzz
term” such as “EUDIL.” Respectful open dialog is required to perform
this translation work consistently. I was not conscious about that in
2006. The ability to describe it in words—as done in this text—grew
much later, in recent years only. What made me proceed was an intui-

tion for the way forward...

A first step or from “either...or” to “...and...”

It was clear to me that a “bridge” between the R(&D) and the Philips
sustainability community was to be built. Feeling the different commu-
nity characteristics reminded me of the cultural clashes between Philips
Research, Design, and Lighting at the start of the TTLF project, when
all three units claimed: We are the most creative of the corporation. In
that project, mutual respect grew through working together, discovering
each other’s complementarities and so growing beyond competition. I
shared this experience with both the head of the Corporate Sustainabil-
ity Office and my boss at Philips Research and all concluded that a
“sustainability strategy workshop” would provide space and open the
opportunity to bring the innovation and the sustainability community
together, align terminology, and set a common goal.

Sustainability had not been a “sexy” topic. It was mostly associated
with “boring” data collection required to validate compliance to environ-

mental law and regulation and filling in checklists for ISO 14000 and
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other extended quality metrics. In consequence, most people engaged
with the topic were highly intrinsically motivated. They felt privileged to
finally be on the radar of some senior management, having the opportuni-
ty to share their experiences and voice their concerns and ideas.

Right before the end-of-year break 2006, the workshop was held. A
facilitator team guided some 80 colleagues from a broad variety of sus-
tainability, corporate, and business-specific innovation departments

through the two and a halfday event that was set up to:

e  Get to know each other, the different and common goals,
perspectives, ways of working;

e Develop a shared understanding of “sustainability as
innovation driver”;

e Discuss the three Philips sustainability focus areas: energy,
access to care, and education for both developed and
developing markets. The theme discussions were enriched
by external experts bringing in NGO views and firsthand
experience, especially about the needs and context
situations of the poor; and

e Derive starting points for a common sustainable innovation

agenda.

Two members of the Philips Board 2006, the head of the SB and the
CTO, emphasized during the opening the importance of the topic for
Philips’ future business success. This was an important sign of the relevance
of the event and the corporation’s seriousness about the theme. At the end
of the meeting it was concluded that Philips wanted to live the example of
and be recognized as an “sustainable entrepreneur.” The starting point for
all its sustainability activities was rooted in the 1987 published UN-

Brundtland report:

Sustainability is defined as meeting the needs of the present generation,
without compromising the ability of future generations to meet their
needs.

Sustainable development—which is considered the path to Sustainabil-
ity—is the simultaneous pursuit of economic prosperity, environmental
quality, and social equity. Companies that pursue this path are known as

Suftﬂii’lﬂblf‘ mtrepreneurs.
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In addition to this, it was decided that a Sustainable Innovation Day
would be organized in May 2007, inviting key sustainability stakehold-

ers to the annual research fair CRE.

Next Besides working on “strategy” also putting attention on
“organizational culture”

The workshop was designed “holistically,” putting special attention on
beginning to liberate the “sleeping giant” of the participants’ intrinsic
motivations and give space for emotions of all kinds to emerge and be
worked with. For example, on the first day, a world café® dialog was
organized to engage in a deep dialog about the opening statements from
the heads of the CTO and SB.

The second day was closed with a drum-jam-session: the “sound of
sustainability.” Can you imagine the energy that flows when more than
80 workshop participants express an aligned rhythm with a broad, well-
orchestrated variety of percussion instruments? Can you imagine the joy
that emerges, the feeling of security to be part of this co-creation group,
the sense of connectedness?

As a result of this, on the final day many (partly invisible) department
boundaries had fallen and colleagues met just as fellow humans caring for
their children’s future and wanting to use the “space” their professional
role and expertise offered, to contribute to a better world. I felt them start
to share my dream: everybody in his or her own way.

The workshop was concluded through collectively building a wish
tree. We wrote our deepest sustainability desire on a white 5 x 80 cm?
cloth, which then was fixed to a big birch branch. Can you imagine: 80
corporate professionals—at least half of them technology experts—
scribbling down their wishes and then moving to the ground to fix them.

My confidence in the possibility of success for this outrageous ad-

venture grew.

Main Transition Step in 2006: The organization moved from contra-
diction and conflict expressed by an “either...or” logic: it’s either sustain-
able or financially sound; to “peaceful coexistence” expressed in an “as
well...as” logic: there is innovation potential that can be both financially

attractive and supporting sustainable development.
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4.2 Respect — Expanding the Scope (2007)

or beyond fragmented activities towards an aligned, self-reinforcing

movement

The year 2007 was the year in which global society responded to the CC
challenge.

Over Christmas | 2007 The bigger picture...

the wish tree stayed Summer Globally growing awareness for climate

change, for example, by Live Earth 24-hour

in Aachen, waiting to concerts in nine major cities; Launch of A

find its final destina- Simple Switch website; sponsoring Live Earth

tion. When coming concerts

. April 30 to | Serious game: “world without oil” sketches
back to work in early P e Jore o of @ ’

June 2 out the overarching conditions of a
J anuary, eSpeclaUy realistic oil shock; then calls upon players
the head of the Cor- to imagine and document their lives under

those conditions.

porate  Sustainability

Off SO 1l May First Philips Sustainable Innovation Day
ice ( ) was sti June 29 Launch Ist generation I-Phone
very enthusiastic about accelerating the smart phone diffusion and
the workshop and its new ways of communication
September Launch of Vision 2010 and EcoVision 4
atmosphere and  re-
program

sults. For over 15 years First indications of the global economic

already he had nur- crisis, for example, global stock markets

tured the development plummet after China and Europe release

less-than-expected growth reports

of sustainability think-
ing and acting. He gave me some deeper insights into the history and
current challenges of sustainability at Philips. He did not have a profes-
sional background in innovation, but deeply believed that in the next
step the SB needed to structurally engage in corporate strategy and

innovation.
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What respect means to me...

When the word respect comes to o oG
word resp Dictionary Definition

my mind I sense the strange, al- Respect s a feeling of admiring someone or
most paradoxical combination of something that is good, valuable, im-
emotional distance and closeness. 1 portant, etc.; a feeling or understanding

. that someone or something is im-
feel a deep admiration for some- &

portant, serious, etc., and should be
, . .
one’s achievement, behavior, the

treated in an appropriate way; a relation
attitude he or she shows through or reference to a particular thing or situ-
communication and action, and ation; an act of giving particular consid-
the beauty or otherness of some- cration
thing. This is creating distance. At the same time—witnessing a deep per-
sonal desire—to be able to follow the lived example creates an amazing
closeness, almost an intimacy that is hardly to express, and often a sense of
future action not yet explicit enough to be revealed at the very moment

when it appears.

Why are respect and expanding the scope the essence
of my twin-path journey in 2007?

One SB specialty was its “integral perspective”. All Product Divisions
were represented and also all functions (legal, HR, R&D, quality, pro-
curement, marketing, etc.). This was unique. It offered the amazing
possibility to align activities and spread news coherently if translated
well towards the different functions via realistic, department relevant
goals and KPIs. This way of working was called the “philosophy of em-
bedding”. A general corporate sustainability goal was set, translated into
meaningful actions per function level, and implemented through a well-
aligned, constantly growing network of practitioners on the ground,
who hierarchically reported to their department heads. Often uncon-
sciously having similar motivations and struggling with comparable
resource and recognition limitations, the sustainability community had
developed quite an amazing co-creation culture that was loosely facili-
tated by the CSO through monthly alignment calls and an “open door

practice.”®
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I was impressed. Initially I did not fully grasp how powerful this ap-
proach was in terms of leading change. It was not built on hierarchical
power. The CSO was a very small team, with limited status—playing
sort of an underdog role—but it had an amazing influence. And the SB
chair—whose main assignment was to manage corporate procure-
ment—was truly passionate about sustainable development and wanted
to bring it to the next level in Philips.

I recalled that I had heard all that before in my introductory conver-
sations. Honestly, six months earlier, I just caught words. I did not
realize what they meant. Having experienced the strategy workshop and
given—through the holiday season—"time for sinking in and reflec-
tion,” it became very clear to me that the wish tree, this metaphor of our
shared ambition, should be with the CSO, or even more symbolically
with the SB chair.

I went back to the head of the CSO, shared my thoughts and some
concerns. The SB chair had not participated in the wish-tree ritual. She
had been present at the opening of the workshop, helping to set the
stage. She was a tough manager with the reputation for being very strict
and rational. Would I lose my credibility if I brought something “soft”
such as a wish tree? Would she still take me seriously?

However, not asking is a NO right from the start. To my pleasant
surprise, the idea of putting the wish tree in the SB room was well re-
ceived. When I brought it there I had the opportunity to share the “sto-
ry of the stones at Philips Research” with the two senior managers. They
liked it and an amazing exchange about the power of emotions, stories,
and symbols emerged. “Sustainability is the pathway to sense, giving
direction to simplicity.” This is how we could anchor it one of them said.
That was exciting. I had thought that as well. It was wonderful to hear
these words voiced by a key decision maker. A few days later they got

their stones and the “sustainability stone holder circle” grew.

Authenticity and credibility: Where does that come from?

At the same time I discovered something very interesting. In the R&D
community, I was trustworthy because of my PhD in Physics (I was one

of them) and because of the new business creation work I had done
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pioneering AP. In the sustainability community, my credibility was
related to my factory work in the early years of employment, thus my
colleagues’ assumption that I knew how to get things done in “real life.”

I also learned that respect can be expressed by the language that is used
and the openness to engage in a dialog.” Therefore, I consciously started
to pay increased attention on living the six dialog skills, Zstening, observing,
holding, voicing, releasing, and suspending, which had been introduced to
the AP core team by an external team coach a few years ago. In a conse-
quence, my sensitivity towards language grew significantly, both in word

and metaphor choice and finding the right tone.

Expanding the external sustainability stakeholder network

The “Sustainable Innovation Day” already envisaged in the sustainability
strategy workshop was a next step to expand the corporate sustainability
agenda into the area of innovation excellence. It took place in late spring
2007 as part of the CRE. Sixteen different sustainability stakeholders
representing NGOs, for example, the Red Cross, Plan International, In-
ternational Union for Nature Conservation (IUCN), Terre des Hommes,
political institutions such as the European Commission and the Dutch
Ministry of Foreign Affairs, foundations such as Light up The World or
others such as the Global Reporting Initiative (GRI), SAM (an organiza-
tion setting the standards for the Dow Jones Sustainability Index),
KPMG, and the World Business Council for Sustainable Development
(WBCSD) visited the High Tech Campus in Eindhoven to share perspec-
tives on innovation for sustainable development. The main discussion and
the visits to carefully chosen prototypes focused on the two Philips sus-
tainability themes: energy and affordable healthcare for all.

Preparing the event I just had learned that sustainability reporting
serves a double role: creating transparency about the firm’s environmental
and social goals and performance to the external world and creating a pull
mechanism for change towards sustainability-related action internally.
Therefore, it was a big surprise for me to discover that neither organiza-
tions setting the reporting standards (like the GRI) nor those selecting

“best in industry” sustainable entrepreneurs (like SAM) had yet thought
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about setting leading performance indicators stimulating corporations to
invest in disruptive or transformational sustainability-driven innovation.
There was limited—if any—understanding about the nature of innova-
tion in the sustainability (stakeholder) community. However, the thinking

process around such an external “pull” effect was initiated at this event.

Dealing with implicit assumptions

I realized, the opposite was true for me. Being an experienced innovation
practitioner, I was quite immature in terms of sustainability expertise.
Therefore, I started to look for sustainable innovation education. There
was hardly anything available. I finally found LEAD International® and
became a lead fellow in 2007. The training was split in 4 workshop weeks
that took place in three different countries in Europe and a concluding
international session in Indonesia. This session offered an amazing learn-
ing opportunity to me.

Unitil now it is the only time of my life I found myself in a group of
people sort of representing the world population with a licde less than
20 percent of the participants coming from the “rich North” (Europe,
North America, Japan) and 80 percent of the participants coming from
the “emerging and poor South.” Building up over a few days I sensed a
strange undercurrent of being the “double bad guy”: coming from the
North and representing big business. I felt envy, assignments of blame
and strange, unrealistic expectations towards taking responsibility and
problem solving. Strangely enough these prejudices were not explicitly
expressed. When I raised them a few days before the end of the session,
the well-known dynamic of change occurred: first denial, then openness
to face the challenge then fear about which first step to take, and then
openness to start to go.... Fortunately, we had enough time and emo-
tional safety among the participants that some crucial conversations
could happen. We could agree that often conversation between the
“North and the South” starts with describing the bright side of the
north (e.g., fancy, materially rich lifestyle with a lot of parties and happy

" In reporting lagging and leading indicators are distinguished; see glossary.
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families) and dark side of the south (e.g., economic poverty, starving
children, corruption, environmental degradation). Then an enormous
gap between the two parts of the world becomes visible.

What if we would also talk about the dark side of the north (lonely
and abandoned elderly, futureless or addicted youth, broken families)
and the bright side of the south (still existing solidarity, eagerness to
learn, nature consciousness)? Wouldn’t then the gap be bridgeable?
What if we would start to truthfully respect each other? We might be

able to learn from or even help each other... ©

Beyond scattered action towards corporate-wide aligned
sustainability goals

Responding to the global climate change debate and in a direct follow-
up to both the sustainability strategy workshop and the Sustainable
Innovation Day, a significant scope extension of the corporate sustaina-
bility agenda was announced with the launch of the EcoVision 4 pro-
gram and Vision 2010 in September 2007 (Table 4.1).

Table 4.1 EcoVision 4 and Vision 2010

Vision 2010: Outlined in four
EcoVision 4: Targets for 2012 Key Priorities

Double total revenues from green products | Build a portfolio of businesses that stands
to 30% to grow on the back of key global trends

Double investment in green innovation to | Simplify Philips to optimally tap into
EUR 1 billion cumulative market opportunities

Improve our operational energy efficiency | Continue to invest where it matters to fuel
by 25% and reduce CO; emissions by 25% | the future

Lower our costs structurally and increase

profitability

Doubling the revenues of green products to 30 percent was not yet a
step towards “sustainability-driven growth” providing extra income to
the company, yet an important top-line goal and a major step in “main-
streaming” the sustainability agenda into the organization. It was all
about “truly greening” the product portfolio. EcoDesign played an im-

portant role in this effort.
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For the first time in Philips history, an explicit corporate target on
“green innovation” was set. It was not yet demanding disruptive innova-
tion monitored through a “leading KPI”, but it clearly communicated
the SB’s commitment to expand the corporate sustainability agenda.
The target needed to be translated into a one-Philips consistent metric
to enable audit-proof progress monitoring and reporting. Building on
the green key focal areas—energy efficiency, packaging, hazardous sub-
stances, weight, recycling and disposal, and lifetime reliability—that had
been used to qualify green products since 2004, a green innovation
qualification system was developed and calibrated in cooperation with
KPMG, the organization that also validates the Philips sustainability
reporting.

The third target on operational energy efficiency and CO; emissions
was inspired by The Stern Review of the Economics of Climate Change.
There different CO; reduction paths sufficient to stabilize the climate
are introduced. To stabilize atmospheric CO; levels at 450 ppm, accord-
ing to Stern, we need to reduce emissions of CO; equivalents by roughly
two-thirds by 2030. This requires every individual, industry, and ma-
chine to reduce energy consumption by more than 60 percent from
current (2007) levels. Hence, a target of 25 percent by 2012 was a nec-
essary - yet only first step - on that pathway.

Philips reached this goal in 2012 following the “Carbon Cost Curve
approach” of the Carbon Disclosure project. This was recognized
through multiple awards and prizes. It was an aligned and common
effort of all operational excellence functions: procurement, logistics,

manufacturing, HR, site management, and so forth.

Expanding the Philips sustainability community

During the year several regular annual meetings were leveraged to build
the bridge between the sustainability and the innovation community.
Some multidisciplinary innovation teams were further strengthened by
sustainability experts. In the business sectors, other functions such as
marketing, product and business development, and market research
started to get involved in the sustainability activities. For example, Philips

Lighting expanded its PD Sustainability Board with representatives from



EXPLORING — CORPORATE SCOPE EXTENSION 101

development and marketing and the CTO of Philips was nominated to
be a regular member of the corporate SB. I became a member of the
global and multifunctional sustainability network that—facilitated
through the CSO—worked together informally

e to collect and align issues and ideas that were used as “bottom-
up” information for the corporate sustainability action plan;
e to monijtor its implementation; and

o to effectively—quickly and consistently—diffuse information.

The EcoVision 4 program in particular was a credible reason to es-
tablish a “Research sustainability champion network.” Both the sustain-
ability strategy workshop and the CRE Sustainable Innovation Day had
increased expectations of “tangible action” in the sustainability commu-
nity. Also new innovation directions inspiring fresh ideas for the re-
search program planning in the innovation community were desired. It
was impossible to meet these expectations as a “solo-player.” I had ad-
dressed the increasing “expectation-resource gap” in several bilateral
conversations with my boss already. He had acknowledged my observa-
tion. The “green innovation target” asked for implementation and this
was a credible argument for an expansion of an organizational struc-
ture—my role—that had only been established a year ago and had not
yet delivered new research topics.

The truck-jungle metaphor came back into my mind. Was I con-
fronted with the same phenomenon, yet just on another abstraction
level? Could it be that a “research topic” for the Philips Research was
comparable to what a “tangible product: a light source” was for Philips
Lighting?

The champions’ network was as unique for Research as the already
existing sustainability network was for Philips. It was a “one Research”
working group. All technology areas and all geographical sites were repre-
sented. For me, it formed an urgently needed platform: colleagues trans-
lating sustainability-related concepts, targets, and insights into Research
group—specific language and identifying existing concrete activities that,
though not initiated as such, already contributed to EcoVision 4 program.

For example, many healthcare projects were highly relevant in terms of
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social sustainability, having the potential to help decrease the healthcare
system cost, thus meeting a social system challenge in almost all developed
economies. Also a lot of technology development could be beneficial ena-
bling energy efficient solutions, thus directly responding to the global CC
challenge.

Again skepticism and “green-washing blame” emerged. I gave it space
and reflected it back, consciously working on a participatory, diversity-
embracing conflict culture in the network. All champions became “stone

holders” during the kickoff meeting,.

Tips and tricks for sense making (8)

People are not resistant to change but to being changed, so if
[fundamental change is required an important first step is the creation
of a bridge into the personal life, the creation of personal relevance
and the possibility to act. A network of change champions can help to
[find the appropriate language and examples to create this relevance
and suggest meaningful action.

Sustainable development is more than “green”
or the icebreaker sheet

The positive atmosphere and inspiring feedback of the first Sustainable
Innovation Day had significantly strengthened the commitment to
embed sustainability deeply in innovation activities within Philips. Con-
sequently, there was a need for a clear and actionable sustainable innova-
tion strategy and supporting corporate program. Although in September
2007 the EcoVision IV program had set a corporate target on green
innovation, it was clear to the SB members that a broader perspective on
sustainable innovation was required. The social dimension was to be
embraced explicitly.

In parallel at Philips Research—especially in the champions group—
intensive desk research took place on global sustainability trends and related
innovation opportunities. A deeper understanding of notions such as green
innovation and clean tech, social innovation and human well-being was devel-

oped. The complexity of the findings quickly became overwhelming.
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Figure 4.5 Icebreaker or “L-sheet” including current “progress” logic

This changed when we found the “Icebreaker” diagram in the WWEF
Living Planet report 2006” (Figure 4.5 first graph).

WWEF had mapped each Nation’s Human Development Index
(HDI)—a metric characterizing the development level of an average
citizen via life expectancy, education level, and purchasing power—
against their environmental footprint (EF)'—capturing the average
resource consumption of renewable material and the local environment’s
capacity to reabsorb waste.

This visual is a very powerful communication tool, as it offers a way
to describe the global sustainability dilemma along both the environ-
mental and social axis in just one sheet. I used it to visualize the main-
stream economic progress logic (dark curved arrow in Figure 4.5 second
graph). It is characterized through the direct correlation between an
increasing HDI and the concurrently increasing environmental foot-
print. I used it to makes clear that there is not the one solution that fits
all, and that context relevance will be a key success factor. At Philips it
became known as the “L-sheet” ore “icebreaker sheet”. In the coming
years, it catalyzed many amazing conversations enabling consistent
communication across all geographies, functions, and hierarchical levels

of the entire organization.

Main Transition Step in 2007: The organization moved from ‘peaceful
coexistence to alignment” of economic business goals and ecological goals.
The EcoVision 4 program ser clear boundary conditions embracing the
global Climate Change, hot debate of 2006/2007, and defining the
desired solution space for Philips offerings.
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4.3 Response-Ability — Developing a Perspective (2008)

or next to focus on the environment also embracing the social

dimension

In September 2008, the bankruptcy of Lehmann Brothers was leading

to a massive economic turmoil in the coming months...

The  “L-sheet” [2008 The bigger picture...
helped to talk about June Philips signs partnership contract with [UCN
the “big picture” and incl. Green Lighting pilot at [IUCN

headquarters, at that time the most energy

fundamental pattern efficient building in the world

for “unsustainability” August Olympics in Beijing

without getting lost September CEO of Philips Lighting appointed to be

. . Chair of the Corporate Sustainability Board
in the amazing com-

September 15 U.S./global financial crises became
widely visible with the Lehman Brothers

plexity of detail.

Tough, controversial, bankruptcy. A broad variety of media
multi—disciplinary started to talk about “Casino-Capitalism”
b
. October IUCN conference in Barcelona

cross-business  con- " " : ;
December New “green deal” and emerging public

Versatlons—lnsplred dialog on an alternative economic

by this graph— system, the “green” economy

started to sharpen the

thinking that increasingly formed the basis for the overall Philips ap-
proach regarding sustainability and innovation. However, Philips was
organized along a clear hierarchical structure and I began to sense expec-
tations that with the existing resources and my personal knowledge
maturity were impossible to meet. From the corporate immune system

perspective I had opened a Pandora box...
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What responsibility and response-ability mean to me...

When the word responsibility Dictionary Definition

comes to my mind, I see myself Responsibility is about having the job or
sitting at the lunch table as a kid, duty of dealing with or taking care of
my five siblings next to me, and something or someone; being able to be

my mother telling us that we are trusted to do what s right or to do the

. things that are expected or required.
accountable for our actions and
even thoughts. She would explain that responsibility grows with age and
experience and is related to skills and knowledge. She often made us
aware of how a specific action would impact our sisters and brothers,
inviting us to put ourselves in the other’s shoes. For example, when we
were arguing that we did not want to do the dish washing or other
household duties she would ask what the consequence was. She would
need to do all the work herself, therefore not having the time to play,
sing with us, or read us a book. This way she taught us to always and
intuitively connect to the “bigger picture” and to do our share in simul-
taneously benefitting ourselves and the family, and the situation at
hand. She seeded the understanding that often it is not useful to distin-
guish between the benefits for all and the benefits for oneself. She em-
bodied the capacity to respond to a given situation constructively, the

ability to find meaningful answers: response-ability.

Why are response-ability and developing a perspective the essence
of my twin-path journey in 2008?

One of the first highlights at the beginning of 2008 was a speech held by
Michael Braungart introducing the Cradle to Cradle philosophy. Unlike
all previous sustainability-related thinking I had heard so far he suggested
that humanity should celebrate lifel He introduced the possibility of doing
truly good far beyond less bad and this idea resonated so well, that some
colleagues started a pilot project, exploring the approach. For me this was
a validation of the insight that desirable possibility can liberate amazing
creativity and innovation power and strengthened my ambition to posi-

tion sustainability as an opportunity rather continuing to spread doom
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and gloom messages. And I deeply felt that I needed to make it personal
to key decision makers, to create emotional commitment. How could

this be done in a rational, scientific environment?

Engaging with people beyond their professional roles

At the end of February, I took two weeks off and went to Trinidad and
Tobago for holiday. A local guide introduced us to the beauty of Carib-
bean nature and we visited some villages in which people cohabitate so
peacefully and seamlessly that they even share their church among three
different beliefs. Coming back to work I dared to share some photos and
accompanying self-written “essence” poetry'? with by boss. His amaz-
ingly appreciative response encouraged me to schedule bilateral “emo-
tional buy-in” sessions with every RMT member. I used some of their

“stone words” as titles for the poems (Figure 4.6).

Respect Togetherness ...

human in development

"
. L”::' Three 4 Three
Necsearor  PEOPIE : . People
People to live Meet, have fun B 3 gl Meet, have fun

CARE! Togetherness Together we
Grows Grow

%

Figure 4.6 Photos accompanied by poems enable emotional
connections

It was wonderful to experience, how easily each of them was willing
to open up emotionally. Some were very surprised that I remembered
their stance. They shared their personal views about the world: How it is
and how it should be, and what they want for their children; they also
shared the paradoxes and dilemmas they need to balance in everyday
corporate life. I felt my resistance to superficial prejudgments of business
being the “bad guy” strengthened. I felt confirmed in my Indonesia
experience and started to realize that one pathway to deep change might
be unconditional dialog about the beauty of life...

Building on this experience I also used photos to position a few fun-

damental questions (Figure 4.7; see also fifth sense making tip).
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Figure 4.7 Invitation to explore fundamental questions

And, this was only the start. Almost two years after handing out the
first “sustainability stones” to the RMT members, the CTO of Philips
on the final evening of a big international Philips innovation event came
back to them. By chance this group of managers had gathered in the
hotel lobby. I was one of them, coincidentally sitting quite close to the
CTO. After sending me a big smile with a twinkle of his eye—for me
out of the blue—he started to ask his team about their stones: What did
the words written on your stone do to you? How did you work with
them? Did you?

SILENCE-SURPRISE-CONFUSION

Not as long as I had experienced earlier. And, not accompanied with
this tense, frightening undercurrent. Obviously these people knew each
other, were connected on some deeper levels, and were willing to play....
Quickly a truly vivid dialog started about personal dreams of how the
world might develop and how Philips innovations could contribute.
Eyes started to sparkle, imagination flowed ... the stones at work! What
an unexpected present © initiated by the holder of ROOT stone. I felt
very energized and encouraged to dare to go a next step further. Initially

this step looked quite scary.

Connecting to “group spirit”

That scary step was to introduce the highly fuzzy, quite emotionally
loaded topic “sustainability as innovation driver” to the entire Research
community through a presentation in the weekly “studium generale
colloquium.” A group of more than 350 critical, detail loving scientists
in Eindhoven and even more abroad (via video conference) were my

audience. I was speaking right before the CEO, thus preparing the
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ground for him: He knew my story line. He knew that I wanted to use
the poems and holiday photos and encouraged me to do so. I did not
know exactly what he would talk about, except for the fact that—since
it was his annual address—he would speak about Research performance
2007, priorities of today, and an outlook into the future.

It was very clear to me that there were several colleagues in the audi-
ence more knowledgeable than me on sustainability challenges and re-
lated innovation problems,. So I could never successfully position myself
as expert. How could I, in such a situation, credibly live the informal
leadership role that I was assigned to? What was the mechanism to set a
new research topic on the agenda? What did leadership mean in this
situation?

Besides expressing quite some self-irony, I used my emerging re-
sponse mechanism to complex challenges: structuring the talk along the
three angles of “body, mind, soul” with the EcoVision 4 deployment
and the icebreaker sheet (Figure 4.5) speaking to the mind; photo im-
pressions from nature and Chinese villages (Figure 4.7) speaking to the
soul; and an Einstein quote taken from the wall opposite to the Audito-
rium—the very building we were all sitting in—representing the body
(Figure 4.8). Also, at the end of the talk everyone was invited to find me
in my office, for a deeper conversation, and to pick up a contribution
stone.

And it worked amazingly well. An important element certainly was
the fact that the CEO in his talk referred back to mine several times
with a big smile of acknowledgment and joy on his face. After the talk I
received the feedback that people liked the rhetorical trick that I showed
several sheets presenting scientific facts without commenting on them to
demonstrate that I was aware of them. Summarizing them with the

icebreaker sheet for many created “overview, orientation, response-

ability = desire and ability to move into the action/contribution mode.”

Figure 4.8 Einstein quote as placed on a wall at High Tech Campus
Eindhoven
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Structuring the innovation space

Exploring the different global challenges and translating them into in-
novation priorities relevant for different communities and regions, the
Research sustainability champions network had distinguished three
broad directions towards “one-planet living at a high HDL,” the desired
target area in the bottom right corner of the graph:

¢ Replace by Clean Tech: Enable choices towards
sustainable lifestyles, thus improving people’s quality of life
and maintaining HDI by reducing environmental footprint
(aiming to replace unsustainable solutions by sustainable).

o Leapfrog with Clean Tech: Enable sustainable lifestyle
development and increase HDI by introducing low
footprint solutions enabled by the currently available most
environmental friendly “clean” technology (aiming to build
with sustainable solutions).

o Develop with Cheap Clean Tech: Enable an improvement
in people’s quality of life and HDI while maintaining a low
ecological footprint by “buying from the poor” (aiming to
fight poverty by creating work, thus enabling economic
development and breaking the vicious circle of poverty).

Finally I had mapped existing innovation activities from all over
Philips onto these three innovation directions (Figure 4.9). This strength-
ened or created a lot of confidence that innovation for sustainable devel-
opment was indeed possible at Philips.

1) Innovation direction:
Switch to Sustainable EF
Consumption & replace
with Clean Tech

&&O(\_S‘}O‘\ '\\OQ
. oﬂ‘b\ Q\Qb ,\%\)\‘Q o
3) Innovation direction: & 0 Q'\@
Enable development by \¢°° \@oo o Q@?
creating work & build with RS

affordable Clean Tech —

Developing economies

40% of world populgtjo o8 . il
Desired situation: high HDI
HDI & low ecological footprint

o L) 02

Figure 4.9 Three innovation directions mapped on L-sheet
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It was encouraging to hear from some of the skeptics that further doubt

was dissolved by addressing some “corporate culture—related challenges.”

o Long-term as well as short-term: For example, besides
improving the traditional, unfortunately declining business
of light sources also expanding the business scope towards
intelligent energy management... What if we would use
our research to “rejuvenate life” rather than “die slower”?

¢ Relative and absolute: For example, “green” TV and
design for reuse, upgradability, and well-being... What if
all our products were the most environmentally friendly of
their category in the market?

e Beyond complexity enable simplicity: For example,
beyond a standard remote control, also enable intuitive
usage... What if we would deeply understand complexity

and provide eco-effective solutions to simplify our life?

Directly after the colloquium and in the coming weeks many pas-
sionate “coffee conversations” about “green” and social innovation hap-
pened and numerous people came to pick up a stone. Two burning

questions started to emerge:

e What does sustainable innovation mean for healthcare?
Isn’t it already covered with the care cycle” approach? I did
not have the answer yet but started to collect relevant
information on societal, thus healthcare system level.

e If the current human development dynamic needs to be
radically changed (the macro-economic progress logic sort
of turned upside down), what exactly does that mean? How
should we appropriately segment socioeconomic groups?
What does that mean, especially for existing markets in
developed economies and the rapidly growing markets in

emerging economies?

iiSee glossary.
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At that stage it was clear to me that radical or disruptive or break-
through innovation was required to change the human development par-
adigm towards sustainable development. I had read G. Moore’s book
“Crossing the Chasm.” Building on his ideas and further inspired through
discussion with colleagues at Philips Design, whom I knew from my pre-
vious work, and through the launch of Josephine Green’s thought leader-
ship piece on “Democratizing the Future.”'? I initiated the development
of a “sustainable innovation framework.” It was meant to become a tool to
create awareness for disruptions likely to happen on the different levels of
influence. It was also meant to show how these disruptions are intercon-
nected, thus stimulating discussions about effective levers for change on
system level. I deeply believed in the necessity of such a tool to effectively
structure the dialog on innovation priorities and related decision making.
It was meant to complement the standard Philips portfolio management
tool used in the innovation board and the CTO supported this view. The
tool linked the icebreaker sheet to health and well-being, stating that the
firm would contribute to “sustainable health and well-being” on three

levels:

e  Personal health and well-being, for example, good working
conditions, meaningful consumer products

e Social and societal health and well-being, for example,
access to affordable care

e Environmental health and well-being, for example, energy

efficiency, responsible use of materials

Beyond overlapping circles to a nested model of

sustainable development

More and more organizational units bought into the sustainability challenge
and started to see it as both innovation space and business opportunity.
However, what could be done to move in this direction? The demand for
more specific guidance with respect to the three sustainability innovation
directions grew quickly. A deeper perspective was required. What is the link

between “one-planet living” and Philips’ mission to deliver “meaningful
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innovation in the area of health and well-being?” What does health and

well-being mean in terms of the 3Ps: planet—people—profit?

1992

Elkington

2002
Giddings et al.

radically different
mental model

Figure 4.10 From overlapping circles to nested model for sustainability

I took a closer look at the triple bottom line (TBL)'* and its visual
(Figure 4.10 left side)—the model of the overlapping circles” and dis-
cussed it with my CSO colleagues. Somehow this did not feel right any
more, acknowledging all the interdependencies between the global chal-
lenges and the “equality” between the environmental and the social
axis suggested through the “L-sheet.” Via desk research the nested model
(Figure 4.10 right side) was found and immediately embraced.

Back to the earlier question: what does health and well-being mean
in term of the 3Ps - planet, people, profiz Were these really the 3Ps?
Since the beginning of the millennium, Philips had spent a lot of effort
putting the end-user, an individual and his or her needs at the center of
its product delivery. It was strange that the individual person did not
show up at all in the sustainable development discourse. People were
considered, as group, community, or shaper of social systems, never as a
individual. This realization first created quite some tension that finally
was dissolved through simply adding a fourth “P,” the person in the
center of the nested model (see Figure 5.11). However, there was quite

some way to walk until that happened.

From health and well-being to sustainable health and well-being

Assuming that profitability would be a result of sustainability-sound
products and solutions, the three levels of the nested sustainability mod-

el were described in terms of health and well-being (Figure 4.11).
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Figure 4.11 One-planet living expressed in terms of health and well-

being

Complementary to the visual, the following definitions were derived

building on a broad literature and desk research on health and well-

being definitions, especially in relation to sustainability:

Healthy individual: A healthy body and mind being
enabled to /ive well in dignity and freedom, maintain intact
human relationships, be a responsible citizen, enjoy spare
time, and develop skills. ..

Healthy society: People fairly sharing the load of providing
its citizens with a resilient healthcare system, access to
education, a reliable pension system, legislative and economic
structure, and so forth in the context of its specific values and
belief systems, embracing the human rights. ..

Healthy environment: A space orchestrated from physical,
chemical, and biological factors providing a healthy and
pleasant living context—both indoors and outdoors—to
individuals: access to clean air and water, shelter, (energy

efficient) light, and safe food...
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Towards an innovation framework for sustainable innovation

In recent decades it had become common practice to support corporate
strategy and innovation planning processes with strategic frameworks
that often consist of four quadrants. Crucial for the effectiveness of such
a strategic framework is the choice of meaningful axes spanning different
activity scenarios. In essence these frameworks are tools to visualize
highly abstract concepts helping to align views and create a shared pic-
ture in the minds of the different decision makers.

As described eatlier, Philips understood itself as a “people-centric
company.” With the corporate-wide implementation of EUDI, it had
become common practice to anchor each innovation activity in at least
one, sometimes multiple unsolved end-user needs. What are the un-
solved needs for sustainable health and well-being? How can the collec-
tive environmental and social needs—expressed as local, regional,
national, or global challenges—and end-users’ sustainability needs be
mapped such that meaningful solutions development are inspired?
Which needs are we unconsciously already addressing through our run-
ning innovation activities?

During mid-2008, a project was initiated to develop an “innovation
(needs) framework for sustainable development.” The multidisciplinary
core team brought together colleagues from Philips Design, the Corpo-
rate Sustainability Office, representatives of all business sectors and
Research. More than 100 colleagues globally were involved in infor-
mation gathering and framework testing. Regular progress updates were
organized through the sustainability and innovation networks. The
starting point was the assumption that “sustainable development will be
the main innovation force” for the coming years shaping the innovation
and growth agenda in the market area of health and well-being. In this
case the leading innovation drivers are those given in Table 4.2.

After a few months in mid-September the team consolidated its
work in a framework, capturing the “future landscape” for sustainable
development. Initially it was a 2 x 2 matrix, with “ecosystem change” on
the horizontal axis and the dimension of “quality of influence” on the

vertical axis.
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Table 4.2 Innovation drivers for sustainable health and well-being

Environmental

Economic Drivers Societal Drivers Drivers
e Increasing healthcare cost e Aging/exploding e Resource

and demand population depletion/monoculture
e Increasing resource prices e New/emerging s/decreasing

and demand (e.g., materials, technologies and biodiversity

energy, well-educated skills e Climate change

employees) e Increasing e Increasing waste and
e New financial mechanisms inequalities: rich— pollution (e.g., air,

(e.g., carbon credits, green poor, access—no water, food safety,

venture money, access,...(both global toxics)

microfinance, micro- and local)

insurance, out-of-pocket

healthcare)

The intersection of the two axes marks the point where on the vertical
axis there is a balance between an organization’s/a group’s/my ability to act
and the external forces that are restricting this freedom. The horizontal line
is split by the “disruption'® boarder.” This represents the fundamental trans-
formation of the global current unsustainable socioeconomic system—that
so impressively is introduced by the L-sheet—towards one-planet living or
sustainable health and well-being (Figure 4.10).

The development team was convinced. The innovation framework was
applicable on different levels of abstraction and could be used to consistently
map needs, products, trends, solutions, providing a useful mental model to
co-create meaningful innovation (Figure 4.12). Two new questions
emerged:

quality of “personal influence”

Dimension:
capturingthe who, where, how?

Direct Influence

Dimension: Improve & Developing &
quality of “eco- optimize current livingin a new
system” change socio-economic socio-economic
capturing the ecosystem ecosystem
why, what, when? Sy
e Indirect Influence
Disruption Border

Figure 4.12 First version of innovation framework for sustainable
development




116 PERSONAL AND ORGANIZATIONAL TRANSFORMATION

What is the “nature” of this disruption border? How can it be

crossed?

Beyond sustainability as function towards sustainability as core

of business

While this extensive co-creation process was going on, it was communi-
cated that the SB chair would leave the company. That was quite a loss
for me, since slowly but steadily over the last few years I had built a
resilient relationship with her, one in which an ongoing open and hon-
est controversial dialog about opportunities, challenges, tactics for the
best way forward had emerged. Under her leadership a cutting edge
sustainable supply chain approach had been implemented and with the
launch of EcoVision 4 the corporate sustainability scope was stretched
beyond risk and reputation management to strategy and innovation.

This was further institutionalized when the CEO of Philips Lighting
accepted her succession and became the chair of the SB. Being one of
the three most powerful business managers at Philips he had both bot-
tom- and top-line responsibility and brought credibility with respect to
growth and innovation, opportunity thinking, and value creation into
the SB. This decision cast a positive light on top management’s serious-
ness with respect to sustainability-driven innovation and had a major
impact. It signaled to all Philips” employees that sustainability was now
seen as important business driver.

He initiated a corresponding extension of the SB, inviting Corporate
Strategy, Corporate Technologies, and Marketing to be regular mem-
bers. This also triggered the extension or establishment of SBs in all
Philips Business Groups. All were challenged to organize themselves
around both: compliance—the traditional and well-established sustaina-
bility work—and opportunity—using the sustainability lens to identify new
starting points for innovation and business creation.

In addition to this, two new roles were created in the CSO team.

Their assignments were to:

1. focus on the coordination of the sustainability-related business

development and innovation programs;
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2. to strengthen the external stakeholder dialog with global policy
making bodies and coordinate the operational excellence programs

internally.

For me the nomination of the new SB chair was a fortunate coinci-
dence. He already knew about my role and the fundamental mental mod-
els I was using. He acknowledged the L-sheet. I had introduced it in a
Lighting New Business Creation Board meeting that he had chaired sev-
eral months earlier and he had enthusiastically embraced it. And I knew a
lot about the Lighting business, his area of responsibility. All this together

enabled a smooth establishment of a new resilient work relationship.

Tips and tricks for sense making (9)

People pursue different pathways when engaging with complex
challenges. In my experience the majority likes to follow the “zoom-
out” logic: sketching a challenge or opportunity via specific problems
they have experienced personally along with concrete solutions and
[from there generalizing. Others think and talk using “zoom-in”
logic: starting with the big picture (the systems view) and from there
zooming in details. The innovation framework allowed both
approaches...

Towards a “transition” map

Finally the usefulness of the framework was tested. Lighting innovations
were mapped on it and then it was shared with the new SB chair and
CEO of Philips Lighting. He was impressed about the simplicity of
usage and recognized that new innovation priorities for both sides, left
and right of the disruption border, could be identified.

Through mapping products on it, it becomes a “solution map”
(Figure 4.13). A lot can be gained through incremental innovations
mainly improving environmental parameters such as energy or water
consumption during production, phasing out hazardous materials, and
miniaturization. For decades, a lot had already been done in this field,
applying a classic eco-design process. These activities were mapped on
the left side of the framework and can be summarized under the notion

“efficiency increase.” To really transform, this would not be enough.
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Radical, disruptive, or transformative innovation is required—possibly
enabled by new technology, infrastructures, and legal frameworks—to
facilitate the fundamental changes at the disruption border. Through
making the required changes explicit, the solution map becomes a “tran-

sition map” for system change.

Some fundamental changes at the disruption border
* beyond fossil-fuel based > r ergy

* beyond products & solutions =
*beyond “linear” value chain =
* beyond open innovation >

Mein my Direct

private life Beyond efficiency increase: \bai To a new effectiveness:

Home (B2C) {within existing paradigm) (develop new paradigm)

Mein my From conventional From CO,-efficient to

profess. life light sources to CO,free lighting closed

Profess. energy efficient lighting loop lighting solutions Transform to

Spaces (B2B) ]’ \[ &carefor
anew

Me as citizen e socio-

Public spaces From component & product to From lighting solutions to economic

(I < AN Junctionality, sfiw'ce & solutions integrated Building systems ecosystem

Me as part of 1 [

nature i From end user driven to

Light & health, Eront techinolony pisly ko context relevant co-creation

agriculture, etc. End-user driven

Indirect (enabiing sustainable development)
Influence

Figure 4.13 Sustainable innovation framework can lead to a transition
map (e.g. for Lighting)

After the successful framework test the SB chair encouraged me to
discuss it with all board members individually. We found out that the
4Ps: planet, people, “profit,” and person (individual, end-user) offered a
useful way to structure the vertical axis.

During the following months the framework was intensively used to
deeper understand the expected paradigm shift, map sustainability-related
needs for the different business sectors, identify knowledge and capability
gaps, and so on. Early ideas for possible pathways to cross the disruption
boarder emerged and it became clear that more people needed to be

engaged to do that. An innovation movement was needed...

The puzzle dilemma

Nowadays, in times of over-full schedules and too many priorities, when
bringing together multiple stakeholders required for disruptive innovation,

corporate culture transformation, or system building, it is helpful to be able
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to speak to them in all their different (expert) languages, to envision for
each of them the “what’s in it for me.” Often it is one visionary individ-
ual or a handful of “passionate idealists” who go for a “broad (systems)
vision,” which in the beginning is hard to express. In numerous conver-
sations a broad variety of “puzzle pieces” all belonging to the same “sys-
tem characterization,” yet being in the hands of different stakeholders,
are collected and connected. Specific pattern recognition is an important
skill for success. The ability to abstract from concrete situations and
then re-apply the insights into a different context is essential to identify
how the different “pieces fit in the big picture.” This work is time con-
suming. It is a type of barely visible detective work. And it becomes
valuable only at the moment when a majority of the stakeholders in-
volved can relate to it like to an elevator pitch. Unfortunately people
who have never done it, cannot value what it takes to put the puzzle
together, so many system definitions are not created due to a lack of
understanding, resources, and appreciation, and due to a lack of trust.
System building projects are then in the danger of building on inappro-
priate assumptions, and thus designed to fail.

With the development of the sustainable innovation framework we
had been able to solve the puzzle dilemma, formulate the elevator pitch
for sustainability-driven innovation, and envisage meaningful new inno-
vation directions (Figure 4.13). Interestingly, this was also the moment

when ego-politics started to enter the game.

Democratic priority setting

Colleagues of Philips Lighting brought me into contact with the
IUCN." They had specific questions that they wanted to put to the
global environmental expert network. These related to lighting solutions
that could be beneficial for agriculture. They were also seeking to better
understand the effects of “light-pollution” on biodiversity, a problem
that had become prominently visible on oil platforms and coast lines.
The work on the innovation framework led to more general questions.
Did the IUCN have a clear vision on how to safeguard the future of the

planet?
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During a face-to-face meeting in summer I met Sally Jeanrenaud.
She had just finished the work on “Transition to Sustainability: Towards
a Humane and Diverse World,”"® which was to be launched at the global
IUCN conference a few months later. She told me that the global envi-
ronmental priorities are suggested every 4 years at this conference. From
2005 to 2008 the IUCN had orchestrated a democratic opinion-
forming process engaging experts and stakeholders from more than
70 countries. The results would be shared and discussed during the
upcoming event. The title acknowledged the deep connection between
the environmental challenges and human prosperity agenda. In other
words, the environmental community had opened its scope to the social
challenges. A few months later I witnessed another remarkable scope

extension...

Collective change in perspective

I learned a big lesson in response-ability at the global IUCN conference
in Barcelona. Over 8,000 representatives of different environmental and
social rights focused NGOs, corporations, universities, policy bodies,
governments, and so forth, came together to set the world conservation
agenda for the coming 4 years. Having held my “sustainability role” at
Philips for about two and a half years, I was used to being put in the role
of the bad guy very quickly, since I was representing business. Following
the Lehman Brothers bankruptcy on September 15, notions like casino
capitalism were circulating widely. Surprisingly, the NGO representa-
tives started to distinguish between “good businesses” and the financial
sector, being the real “bad guys”. They also acknowledged that business
is quite skilled and effective when it comes to implementing wide-scale
changes. Thus I witnessed the mindset shift from “business is the ulti-
mate root cause of the sustainability challenges” to “leveraging business
implementation excellence is an essential part of the solution.” A hand
for collaboration was offered, responding to the fundamental multidi-
mensional crises that were becoming more and more obvious.

I also had the privilege of meeting Janine Benyus. In her book Bio-

mimicry," she suggests to using biological knowledge in a similar way to
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knowledge of physics and chemistry to develop “life-compliant” tech-
nology. In a nutshell she invites her audience to shift from seeing nature
as resource towards treating nature as a school. I learned that nature has
an appropriate answer to any human problem that can be expressed.
What if we were able to formulate a set of the 10 to 15 most burning
questions that needed to be solved in order to shift to a path of sustain-
able development? I felt inspired by her conviction that the answers to
all these questions were already there and could be found through asking
nature. I realized that one of our major challenges is the “art to ask
meaningful questions”.

This made me think hard. In traditional innovation processes only
very limited effort is put into formulating crucial questions. We are very
good problem solvers, yet how can even the best solution to an unim-
portant or inappropriate question lead to meaningful innovation? Isn’t
our ability to respond well to sustainability challenges dependent on our
ability to pose the right questions?

I felt that my intuition had been confirmed. The essence of “sustaina-
ble innovation” is the development of new behavioral patterns, coopera-
tion skills, and mindsets that enable us to deal appropriately with complex
challenges both individually and collectively, locally and globally, and on
both product level and in terms of corporate purpose. We need 21st-

century answers to eternal, fundamental human questions.

Main Transition Step in 2008: The organization manifested its expanded
Sustainability playground” in its organizational role definition. It hereby
made a further step in the alignment process, after having aligned the sus-
tainability and business goals with EcoVision 4, now roles and responsibili-
ties in the corporate- and business-specific SBs were adjusted.
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When harvesting thoughts > Change will not come if we
be disciplined to bring them Twin-path wait for other persons or some
to their essence, since insights other time. We are the ones
then their beauty will arise. 2008 we have been waiting for.
Spoken truth touches our hearts. i (B. Obama)






CHAPTER 5

Embodying — Corporate
Vision

Or beyond internal change to also participating in the bigger

movement externally

In a response to the global Climate Change debate mid-2008, Shell
produced a report introducing two energy scenarios for 2050: Crumble
and Blueprint.!

The development of long-term future scenarios as starting point for
corporate sustainability agenda setting had been a familiar approach for the
World Business Council for Sustainable Development (WBCSD) since its
founding in 1993. However, the impact of these scenarios® in changing
towards more sustainable business seemed to be limited. Therefore, in mid-
2008, the WBCSD initiated a different type of project. The core idea
behind Vision 2050 was the establishment of zhe one common goal for
(preferably all) WBCSD members—or at least all participating multina-
tional corporations (MNCs). In addition to this initial pathway, steps
towards implementing the vision should be worked out. The project was
rooted in WWF’s “L-sheet.”

Philips joined the WBCSD project early in 2009, mainly because
the corporation had drawn the same conclusions as the Vision 2050
team during its first workshop at the end of 2008. For the remainder of
the project Philips accepted leadership of the “health and well-being”
work stream.

In March 2009, parallel to the work facilitated by the WBCSD, and
as follow-up to the global IUCN conference that took place in Barcelona
in fall 2008, IUCN and IIED founded a global multi-stakeholder net-
work called the Green Economy Coalition (GEC).” Responding to the

financial crises it was set up to align forces and become a strong voice for



124 PERSONAL AND ORGANIZATIONAL TRANSFORMATION

. Embodying
" Technology Driven >- lﬁﬁmﬁdﬁ >> Sustalnablht\.t Driven >
Innovation Innovation
Corporate Vision
Traditional Philips Early experiments since the mid 1990s; Early experiments since 2003,
innovation approach structurally introduced into structurally explored since 2006 &
since its foundingin 1891 the corporation since 2003 introduced corporation wide since 2010

Figure 5.1 Evolution of innovation at Philips (4)

an alternative global economic system: An economy that provides a better
quality of life for all within the ecological limits of the planet. Philips was a

founding member of the GEC.
In how far was the participation in such “external” activities essential

for “internal” progress (Figure 5.1)?

5.1 Love and Care — Deepening
the Understanding (2009)

or despite cost challenges still investing in a better future

The year 2009 was dominated by the global debate on the failure of
capitalism and the Copenhagen Climate Conference. It was also the

European year of creativity and innovation.

In difficult times, 2009 The bigger picture...*

in times of crises we February Barack Obama becomes president of the
get to know the au- United States

. Februar Philips launches it first integrated sustainabilit
thentic nature of peo- Y P f & ?
and annual report

Ple- Some p€0ple first | March Launch of Green Economy Codlition (GEC);

care for themselves; Philips participates in GEC and joins WBCSD
Vision 2050 project

others always balance October Tim Jackson’s “Prosperity without Growth”

self-interest with the is published

common gOOd, and a | December | Copenhagen Climate Change Conference

few prioritize the common good. Which priorities are set and which deci-
sions are taken in stormy times depend very much on individual experienc-
es, attitudes, value and belief systems, and social norms in the peer group.
Many MNCs reacted to the global financial crises with a set of
efficiency increasing and operational cost-reducing activities. Philips
pursued this path. Tough decisions were taken on the continuation of

incremental innovation activities for quite a broad range of mature
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products. The integration of two big Research units into the “mother
lab” at High Tech Campus Eindhoven was announced. On the other
hand, already in 2008, a remarkable set of new sustainability approaches
was being explored in different business units and innovation functions
in Philips. In 2009, initial promising results helped to keep this long-
term effort alive despite the increasing pressures to save cost and focus

on short-term value maximization.

What love and care mean to me...

I have thought about the concept . .
ave thought about the concept  nyictionary Definition

of love a lot. Finally I reached my ‘ .

Love is a feeling of strong or constant re-
personal definition: Love is the gard for and dedication to someone; a
will and Capacity to witness and person with whom one is in love; posi-

appreciate reality the way it is and tive regard for something

L i . Care is strict attentiveness to what one is
deal with it constructively in the

doing; attention accompanied by pro-
service of life. What, however, is tectiveness and responsibility; a close at-
reality? How can I witness it? For tentiveness to avoiding danger; the duty

me “my reality” is what I can or function of watching or guarding for

. . the sake of proper direction or control;
perceive using my body senses and

the act or activity of looking after and
my mental senses. I am aware of making decisions about something

the fact that my realicy differs

from anyone else’s reality due to my mental models, life experiences, and
so on. If the word care comes to my mind I see myself put in a difficult
situation: a conflict between my kids and their father or the struggle a
colleague has with our boss, a situation where the easy way out would be
to look away, focus on my own priorities, and leave the others to find
their way. Love and care comes into play through staying in and with the

situation without entering the drama triangle.’

Why are love and care and deepening the understanding the

essence of my twin-path journey in 2009?

Paralle] to the global financial crises, my working conditions got
disrupted due to a series of major transformations of the Research

organization. The first was the shift from a line organization into a ma-
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trix structure. With this transition the effectiveness of the champion
network evaporated and most of the positive free energy that, for a few
months, was spent in exploring the link between sustainability and
health and well-being on a deeper level now got bound in fear and pro-
tective behavior. The RMT had a tough time to balance standard work
with the extra efforts that every reorganization asks for. The CRE and
other regular meetings on the annual innovation agenda, which I had
leveraged in previous years to continue the internal and external dialog
on sustainability-driven innovation, were put on hold.

How else could the nature of the disruption border be explored to en-
gage more people? How could the emerging sustainability-driven innova-
tion movement be expanded in such a situation? How could the precious
resource — time — be used effectively? How could the embryonic topic sur-
vive despite of or even benefit from the crises?

For me—again building on my AP experience—it was clear that
now—that we had understood the essence of the sustainability challenge
and developed a framework that helped to map sustainable health and
well-being innovation opportunities. It would be useful to develop a
series of foundation documents based on this. These were meant to
consolidate and later enable coherent work with relevant information

from the perspectives of:

e environmental, societal (all stakeholder), and end-user needs,
e applications/contexts and related specific language,
e functionality and related enabling technology, and

e value creation and business models.

Unfortunately, since most other innovation-related functions and
business units were reorganized as well, the implementation of this ap-
proach was not realistic. I needed to admit that there was no mind space
and no emotional capacity to both “survive in the storm” and, at the
same time, “explore new ground.”

I decided to use the time to “put more meat on the bones” and started
with further deepening my understanding about the sustainability-driven

innovation work at Philips. I wanted to understand:

e What is the activity’s starting point in the “old paradigm”?
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e  What is the desired long-term result/impact?
e  Which gap needs to be bridged? How can it be bridged?

Pioneering integrated reporting

Sustainability reporting is a very important means to create transparency
and credibility for customers and stakeholders externally. Philips pub-
lished its first corporate Environmental Report in 1999. In 2003, this
was extended to a Sustainability Report acknowledging social impacts
and benefits of the business activities. In 2009, for the first time, the
Sustainability Report and the Annual Report (creating transparency
about 2008) were combined and published as one document. This re-
flected the deep level of embedding sustainability thinking and practice
in the entire corporation. It was a massive organizational challenge to
align the internal agendas of all the different information contributors,
to create a clear “integrated reporting” team, and to negotiate on priori-
ties and decide which information would be published in the printed

version and which would be accessible via Internet (Table 5.1).

Table 5.1 Transition to integral reporting expressed in sustainable
innovation framework logic

Transition New paradigm
Old paradigm activity (vision or solution)
Annual Report on financials Integration Integrated Report on
and Sustainability Report multi-stakeholder value creation

Beyond end-user-driven innovation towards context relevant

solutions for the poor

Since the publication of the book 7he Fortune at the Bottom of the Pyra-
mid by Prahalad in 2004, innovating for the poor had become officially
wanted at Philips. Building on a few early experiments of some passion-
ate innovators in Philips Lighting, Design, and Research, the CSO to-
gether with local Sustainability Offices defined the New Sustainable
Business Initiative (NSBI) process. It can be seen as an end-user-driven

innovation (EUDI) extension embracing the Stuart Hart BoP protocol.
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The freedom to come up with product concepts for the poor was en-
thusiastically used by many employees. After several successful concept
validations and optimizations and even some commercial pilots, the SB
selected the woodstove® and some lighting products to pioneer industri-
alization and market introduction in Consumer Lifestyle (CL) and
Lighting. This proved to be extremely challenging, since the existing
business processes and decision-making structure were geared towards
serving developed mass markets in contexts with stable financial, logisti-
cal, and IT infrastructures, and an employee base with a high level of
education and customers with disposable income.

BoP contexts have radically different boundary conditions. Bringing
a new product or innovation to the market here means “building an
economic infrastructure” from scratch. The first needs of people at the
bottom of the pyramid are health, food, and work; thus, the idea of
“selling products” represents a mental model that does not work here
(see Table 5.1, third column). As a consequence of this insight, the
target group definition for Emerging Markets (EM) and developing
countries got specified towards the “emerging middle class” customer
and stakeholder groups.

In addition, the insights of the early cultural immersion activities (see
first step of Philips NSBI, Table 5.2, column 1) inspired the development
of the Cairo to Cape Road Show as context appropriate way (for Africa)

to further explore new potential future markets and their characteristics.

Table 5.2 Innovating for and with the poor

Philips NSBI

process

Bottom of the
Pyramid: BoP 1.0”

Bottom of the
Pyramid: BoP 2.0

BoP as new market
Local immersion to
identify needs
Develop context
relevant solutions
Validation and
optimization
Commercial pilot
Controlled launch
Scale-up

BoP as consumer
e Deep listening
e Reduce price points
e Redesign packaging,
extend distribution
e Arm’s length
relationships mediated

by NGOs

BoP as business partner

e Deep dialog

e Expand imagination

e Many capabilities, build
shared commitment

e Direct, personal
relationships facilitated by
NGOs

“Co-creating value”

“Selling to the poor”

“Business co-venturing”
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How co-creation with the poor can be mapped on the sustainable innova-

tion framework can be seen in Figure 4.13.

Beyond reacting to a threat towards responding to an opportunity

Since 2007, Greenpeace had given Philips a tough time demanding
more responsibility in taking back e-waste and dealing with hazardous
materials. In June 2008, Greenpeace dumped 500 TV sets in front of
the Breitner Tower, Philips headquarters. The biggest “highlight” of this
spotlighting was the publication of the report “Poison for Ghana” on
Philips e-waste being dumped in Ghana in August 2008. Greenpeace
had taken the Dutch RTL-TV channel to Ghana to visit dumping sites
there and apparently identified a large quantity of Philips electronics
products (among others) there. The report has been covered extensively
in the Dutch media. These attacks initially triggered the “routine” cor-
porate response: that was to ask the directly affected business PD Con-
sumer Lifestyle (CL) to take action to limit the brand exposure. This
was the normal defense strategy, which was very much in line with risk-
management behavior. However, in a secondary response to the initial
reflex the “attack = crises” was transformed into a set of the opportuni-

ties to:

e review global recycling policies across all businesses;

e increase the understanding of the economic, social, and
ecological impact of post-use material streams;

e define a new corporate take-back and recycling strategy.
Consequently, Philips could sign the Individual Producer
Responsibility (IPR) agreement. The deeper understanding
of the IPR implications helped to adjust the accounting
practices properly; and

e give extra momentum and additional context to insights for
the cradle-to-cradle (C2C) pilot that had been running in
CL since the beginning of 2008 and was about to move
into its second phase. It marked an early, very important

step towards fully embracing the circular economy idea.
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Via cradle to cradle (C2C) towards sustainable lifestyles on the pathway

to circular economy

CL’s sustainability community had taken Philips bad position in the
Greenpeace rating 2007 as a call to action. They had identified the cultural
creatives® as a significantly sized consumer group in the developed world
(United States, Canada, and Europe), experimenting with new sustainable
lifestyles and asking for sustainable alternatives in terms of product offerings.
These were typically people who buy bio-food and do eco-tourism. The
C2C approach seemed to be a way of working that would facilitate the
development of such sustainable products (Figure 5.2). In the follow-up to
Michael Braungart’s’ inspirational speech at the yearly innovation meeting
early 2008, a whole program had been initiated to explore ways to use recy-
cled material and design for upgradability. Strongly supported by the CL
Sustainability Board member, who, in his main role, led a business unit,
they explored the transition from product to service design, with its related
logistical and business model consequences. The C2C pilot at CL pro-
gressed quickly and in 2009 resulted in the launch of the “Green Perform-
er” vacuum cleaner, a C2C-inspired product, in which for the first time a
remarkable amount of recycled material was used. In addition, a “white list”
of preferred materials was developed complementary to the “red list” of
forbidden substances—an important step on the pathway from doing less

bad towards “doing good.”

FROM Direct TOWARDS
Influence
Cradle to grave .. Cradle to cradle ..
Linear production and Closed loop material use
consumption pattern
material _—
- application
Improve design PPl Transform to &
& optimize ' care for
in current - anew
N material . appli- _ N
socio- SOUICING . jecien  cation usage dispose socio-
economic economic
eco-system sourcing usage eco-system
‘ recycle
up-grade
re-use
Sourcing — using - disposing Sourcing — using — recycle
Indirect
Influence

Figure 5.2 Transition from linear to circular material use mapped on
sustainable innovation framework
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However, questions like how to organize take-back and how to gen-
erate value out of service business models were quickly emerging and
started to fundamentally challenge implicit business assumptions.

By the end of the pilot project in late 2009, a set of insights was

made explicit:

e The cradle-to-cradle concept had engaged a “new and
passionate” generation of Philips employees for the concept
of green product design.

e Cradle to cradle should be embedded in the Philips
EcoDesign strategy and processes with a special attention to
closing the material loops.

e  Green product certification is an important topic. It needs
to be standardized for the entire firm and not be reduced to
C2C logos.

Building on this pioneering work in CL, a corporate sustainability
target on materials was defined and launched with EcoVision 5 at the
beginning of 2010. An EcoDesign 2.0 process was launched in 2011.
Recycled materials were to be managed on three levels: raw material,
component, and product. In the meantime the Philips focus has slightly
shifted to embracing the concept of “Circular Economy” in cooperation
with the Ellen McArthur Foundation.

Climate Change: An environmental and technological but also a cultural

challenge

In the context of the global Climate Challange in 2007, a corporate
wide energy footprint analysis was executed along the whole lifecycle of
the entire product portfolio. It showed that about 90 percent of the
carbon footprint caused by Philips goes back to lighting products in the
usage phase. Artificial lighting accounts for 19 percent of global electric-
ity use; thus, switching to energy-efficient lighting seemed to be a “low
hanging fruit” in the fight against climate change. Energy-efficient light-
ing technology existed already for every application: with potential ener-
gy savings of up to 70 percent. Why then did change happen so slowly?
What was the real nature of the innovation challenge? Obviously it was

not a question of solution availability.
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The main innovation challenge was the slow renovation rate in
both, the building management sector—for indoors lighting—and munici-
palities—for public lighting. In the traditional planning process in construc-
tion industry lighting is seen as part of the interior design, thus considered
very late in the planning process. At that stage, daylight integration or con-
nected atmosphere creation systems cannot be implemented any more. In
addition to this, both the value chain and regulatory system of the construc-
tion industry are highly fragmented, thus complex.

In order to better understand the situation and develop a weighty
position, Philips Lighting was one of the leading companies in the
WBCSD project on Energy-Efficient Buildings."® Also a lot of effort was
spent on awareness campaigns, contributions to policy development,
and the co-development of new standards. In a broad variety of iconic
pilot projects, both the cost and CO;-saving potential of energy-efficient
lighting was shown.

LED technology is a key element in energy-efficient lighting. Due to its
superior lifetime and small size, LED is a both very energy-efficient and
material-efficient. This, in combination with the cradle-to-cradle experi-
ments conducted in Consumer Lighting, triggered questions about new
leasing or service business models. In a variety of pilot projects, the corre-
sponding organizational challenges and potential benefits for all stakeholders
of such value generation methods were explored.

Although energy efficiency is an important step for “buying time” in
terms of global warming, it cannot be the long-term solution. Only
moving towards energy effectiveness will prevent humanity from repeat-
edly running into the rebound effect. Philips identified three main
levers to move towards energy effectiveness or in other words carbon

neutral or even carbon-positive solutions.

e Technology - energy-efficient lighting in combination

with renewable energy/electricity generation

' See glossary
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o  Financial models - towards zero-carbon buildings through
system'! integration, thus different value generation, which
would in turn lead to completely different financing
mechanisms and business models in the highly complex
construction and building management industry

e Consuming behavior = sustainable lifestyles, especially in
urban environments currently, are difficult to achieve. How
would individuals in their different roles need to change

their behavior to decrease their energy footprint?

At the beginning of March I joined a small, very diverse group of
people who aimed to align forces to proactively respond to the financial
crises. This idea had been born during the IUCN conference and now
about 20 representatives of environmental NGOs, United Nations and
other policy-shaping bodies, the International Trade Union, the Inter-
national Labor Organization (ILO), business, and some foundations
met and initiated the Green Economy Coalition (GEC).

During the formation meeting at Lake Geneva, I met Alastor
Mclntosch,'* a Scottish community builder and writer. Invited to shed
some extra light on what individuals could potentially contribute to the
big global climate change challenge, he stated that we all should “finally
dare to learn to love.” In his book Hell and High Water he explains this
in more depth. I was thrilled and at the same time shocked about my
inner response that I heard calling: “yes, yes, yes!” so loudly that I
couldn’t escape it. I was working for business. What did a topic like love
have to do there? I had difficulty making sense out of this. Finally, I
asked him and he responded with a big smile at his face: “If you start to
love, you’ll know!” I shared the story of the contribution stone with him
and how they work and his smile became even bigger. “You’re on the
right track ...”

I gave him my TRUST stone.

He gave me his book and I read it.

And I started to imagine that love and care can be an attitude, a

worldview.
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Beyond selling hardware towards a carbon credit-based financing model

Colleagues of Philips Lighting participated in a project called LUZ
VERDE (green light) in Mexico. The idea for this project was that the
large reduction in CO, emissions from millions of Mexican families
switching to energy-efficient bulbs could also be translated into real
money. As per the Kyoto protocol each tonne of greenhouse gas emis-
sions reduced by projects in developing countries can be sold as an emis-
sion reduction “credit” to governments or companies in industrialized
countries who can then use these credits to meet their CO; reduction
obligations under the protocol. The success laid in the new financing
model: A Ductch alliance between Phillips supplying the energy-efficient
bulbs, Eneco trading the emission credits and ING providing a unique
financing structure, brought the idea to fruition. During the pilot phase
in 2009, one million environmentally unfriendly, incandescent light
bulbs were exchanged for energy-efficient compact fluorescent light
(CFLs) for free, with families in the Puebla region of Mexico
(Table 5.3).

Table 5.3 Transition towards multi-stakeholder value creation

New paradigm

Old paradigm

Transition activity

(solution)

Selling “cheap,” but
energy-inefficient light
bulbs

Develop multi-
stakeholder

financing/business model

Create access to affordable
energy-efficient lighting

Ouwr future is important and urgent

The Innovation Framework for Sustainable Development had opened
two new questions: What is the “nature” of the disruption border? And
how can it be crossed?

It was Philips Research’s self-understanding, being an important
guardian of the corporation’s future that made it possible for me to free
up some budget to organize Disruption Day and Connection Day."> Em-
bracing the Pioneer Dilemma (see Chapter 3.2) the names of these

events and the workshop design had been chosen very carefully to
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manage expectations, communicate, and embody the “newness and
unfamiliarity of the topic.” The two workshops were set up to stay on
course for sustainability-driven innovation despite the disruptions that
were carried into the process through the financial crises.

A very fine balance needed to be found for Disruption Day to meet

the conflicting goals:

e  On the one hand to broadly deploy the innovation framework
for sustainable development and to uncover the nature of the
disruption border involving as many people as possible.

e  On the other hand it needed to be radiated that the savings
imperative that was announced as the corporate top priority

for this crisis year was respected and implemented.

It was amazing to experience the creativity that the preparation team
came up with to use the limited available resources most effectively. It
was a wonderful lesson in how out of the blue new possibilities emerge
when familiar paths are blocked. The passion to move on was unbroken.
It actually even increased despite major challenges and limitations. It
almost felt as if group creativity was a collective response to the present
scarcity. It seemed to be a little comparable to the situation right after
the second World War, when people found surprising ways to get things
done, through collaboration, fuelled by the intense will for development
towards the common good.

Although it was clear that we would not be able to pay any external
speakers fee, the co-founder of the GEC, the director of the United
Nations University Maastricht, and the CEO of the Innovation Leader-
ship Forum were happy to join and help to set a change agenda. They
saw the event as a unique opportunity to suggest new priorities to the
“Philips crisis response” and help in repositioning sustainability as busi-

ness opportunity rather than threat.

Disruption Day took place on March 11, 2009 at High Tech Campus
Eindhoven. It was set up to “Uncover the disruption border.” Other than
for the Symposium we dared to use unfamiliar interaction methods: An
interview session with the experts in the morning was filmed and video

clips with key messages were put on a newly established Internet site,
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called Bamboostones. We had chosen this name because the bamboo is
the quickest growing plant on Earth, and the stone was the metaphor for
longevity and sustainability-driven innovation at Philips since 2006.

In the morning a round table discussion took place with complemen-
tary speakers representing academia, the NGO world, policy setting, and
business. The experts shared their views on the radical innovation chal-
lenges and opportunities ahead and called for courageous action.'* In the
late afternoon they presented their perspectives via speeches in a symposi-
um that was made accessible to the entire innovation community via the
intranet. Embracing the broad variety of exploration work of the recent
year, specific business sector—related disruptions were identified in multi-
disciplinary workshops in the early afternoon and during the executive

dinner via a serious co-creation game (Figure 5.3).

Think Big!
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What are your

. During your 1* course, you have the
chance to write down your most sarious
challenge for advancing in the sustain-
able development of Health & Wellbeing
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Figure 5.3 Innovation framework translated in a co-creation game

We received very encouraging feedback, especially from the business
managers who had joined. All acknowledged the need to ensure that the
crisis was used to redirect the business course.

When leaving many said: Great that you offer space to “refill” ener-
gy, to remember that there is a reason why we do all this. I recall one
observation specifically. It started with: “How blind can we be??? Sus-
tainability currently is the only positive story we can tell both internally
and externally: Why don’t we do that more consistently?”

The main conclusions of the day were:

o The need to alter the concept of the “disruption border” to

“disruption zone,” acknowledging that the fundamental
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changes ahead would not be visible and viable for
everybody at the same moment in time, and that different
industries will have different changeover dynamics.

e  Crossing the disruption zone is about asking fundamental
questions about the purpose of business and innovation in
the 21st century (Figure 5.4). This is a question that
nobody can answer alone.

e Sustainability is all about caring: for the planet, society,

people (employees), and our loved ones.

Quality of ‘stakeholder influence’
capturing who, where, how?

Direct
my ability to act

Quality: change of

‘socio-economic Improve
eco-system’ & cure
capturing reactive
why, what, when? (old paradigm)

Transform
& care

proactive
(new paradigm)

Disruption Zone

Indirect

forces that impact me

Figure 5.4 Improved innovation framework with disruption zone

Bamboostones or growing beyond prejudgment

That was very encouraging. It gave me extra energy to grow beyond the
hassle of adjusting the work plan and champion network, invest in new
relationship building, and reconsider the development of the foundation
documents. It seemed that even here we needed to be much more crea-
tive and engaging. During the Disruption Day preparations, the idea
had grown to develop a specific website to gather all the information
required to build strong roots for a co-creation process in- and outside
the company. It was meant to become an I'T backbone co-owned by the
various stakeholders for the social innovation ahead. We believed that

Philips should eventually take an editorial role on this site.
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Jane McGonigal, a well-known game designer in 2007 had created a
serious game platform inviting people globally to imagine a world with-
out 0il."”> A total of 1,800 participants had joined, discovering in how
many ways humanity depends on fossil fuels and what a life without oil
could look like. This approach had inspired us. In the future, I think
collective intelligence tools and skills will be important in order to be a
part of global dialog, global business, and global creativity. People who
know how to negotiate collective intelligence networks are going to be
in a good position to contribute to global society.

For me this was a personal challenge since I had some resistance with re-
spect to social media. Even if I could acknowledge the benefits that digital
technologies provide in terms of managing large amounts of data, and creat-
ing access to information and accelerating communication, I still felt un-
comfortable. I wasn’t using any social media channels personally, I even
didn’t use SMS. At that time my youngest daughter used messengers, SMS,
ICQ, Facebook, and so on so excessively. I recognized their addictive poten-
tial, as well as her decreasing ability to spell correctly. I was quite skeptical
about this approach. I did not yet understand that social media are just
another differentiation of the way people communicate enabled by new

technologies, just as book printing, telegraphy, and telephony before it.

Broadening the common goal

At the GEC kickoff meeting I had met the project manager of the
WBCSD Vision 2050 project that the WBCSD had started in summer
2008 intending to develop a new vision for humanity, a big common
dream that would help to align forces across industries and nations. Like
Philips’ sustainable innovation activities, Vision 2050 was rooted in the
icebreaker sheet and the WBCSD team had also come to the conclusion
that a common long-term innovation goal was to reach the “l-planet
living at a high HDI level” corner (see Figure 4.5). I shared the “sustain-
able innovation framework” with him and we discussed how it could
help to uncover and map fundamental innovation questions. “This is
very much in line with our thought process” he said. “Can’t you join the
team? You would certainly enrich it and at the same time benefit from
the multi-industry conversation.”—"“T’ll check and let you know as soon

as possible.”
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Philips had been a member of WBCSD since its foundation more
than 20 years ago. I had not been aware of this. Only a brief conversation
with both my boss and the head of the CSO was required to take the
decision. In early April I joined the team on behalf of Philips, quickly
accepting the content leadership role for the health and well-being work

stream.

Beyond the care cycle towards sustainable health care systems

With the transition from technology-driven innovation to EUDI, the
“care cycle” thinking emerged at Philips Research, Philips Design, and
Medical Systems. The care cycle distinguishes six different stages a pa-
tient runs through in present health care systems: prevention, screening,
diagnosis, treatment, disease management, and surveillance. While in
times of technology-driven innovation, imaging systems product devel-
opment was orchestrated around a hospital centric view, EUDI started
with understanding the needs of different end-users: the patient, the
patient’s relatives, the doctor, the nurse, and so forth. Products then
were designed such, that they provided benefits for multiple—if possible
all—end-users who came in touch with the new solution. The Ambient
Experience CT suite'® is an early success of this type of innovation.

The care cycle approach opened up significant growth potential for
Philips beyond its traditional business in selling and maintaining
imaging systems. These initially were mainly linked to the steps of
diagnoses and treatment. For the disease management, surveillance,
prevention, and screening steps, the borders between healthcare and
well-being had begun to blur.

In addition, the management of the new customer and user
groups—especially during the nontraditional Philips care cycle steps—
require different (service) business models. Trends like the aging
population with growing related healthcare costs and increasingly
knowledgeable, critical patients asking for the redesign of national
healthcare systems were emerging. While in developed economies
national health systems are often struggling to maintain access to care

for all their citizens and to keep the health system costs under control; in
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emerging and developing economies access to care for all still needs to
be created and ensured. Thus, sustainability for PD Healthcare meant
stretching the end-user-driven care cycle approach towards contributing
to the establishment of sustainable health care systems. And alongside all
these concerns, minimizing the environmental impactwas also essential.
All this meant expanding the innovation scope beyond care cycle
thinking to sustainable healthcare systems. Here, Philips Research
played an important pioneering role. One of the first questions that was
addressed, guided through the notion “Whar gets measured, gets done”
was an appropriate metric for a sustainable healthcare system. Building
on the WHO report of the year 2000," for which an intensive analysis
of national healthcare systems was conducted, three dimensions were

identified:

e Accountability - leading to good health
e Accessibility  measuring the responsiveness of the system
e Affordability 2 demanding fairness of the financial

contributions

These three dimensions were further specified to become relevant for
running research projects and stimulate the generation of new innova-

tion ideas.

Personally experiencing the “locked-in” effect

My initial intention to join the Vision 2050 project had been to give
more weight to the internal debate. Later it became clear that through
Vision 2050, Philips’ thought process became both further enriched and
validated. I heard new arguments that I could use in senior management
conversations, for example, a car manufacturer mentioned the equiva-
lent amount of money young adults invested in physical mobility (first
cars) in the 1980s was now invested by the same age group in virtual
mobility (IT platforms, computer games, etc.). This observation asks for
a massive change in perspective concerning a firm’s competitive land-
scape: the shift from competition on product level within a specific

industry—car brand 1 versus car brand 2—to competition on function-
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ality between industries—functionality in physical world versus func-
tionality in vircual/mind world. Another manifestation of this shift is
enabled by professional video-conferencing and through social media
like skype, communication means that have the power to replace
travelling.

Participating in this multiple-industry team was quite a different ex-
perience than working in multi-stakeholder groups such as LEAD and
GEC. Representatives of corporations are typically result-driven and
implementation focused from the very start. They also share some im-
plicit behavior patterns, which are linked to the traditionally highly
hierarchical organizational structure and related decision making. This
can be beneficial and hinder at the same time.

Thinking back to Disruption Day, I was amazed at the limited radi-
calism of the debate. This might be a result of the fact that most partici-
pants held sustainability roles that were linked to operational excellence,
rather than innovation. In my personal experience, operational excel-
lence is often managed through a “command and control” leadership,
while managing (especially non-incremental) innovation often asks for a
“meaning and purpose” leadership style. Quickly I grew into the role of
the “rebel,” always challenging the status quo, being constructively diso-
bedient and asking for the extra mile. I had mixed feelings about that
and could sense some—unfortunately often not expressed—irritation of
other project team members. Joining the project late had the invidious
side effect that I lacked quite some team bonding and relationship
building time.

A very remarkable incident was a shared cooking session in the
woods close to Zurich. For reasons of hygiene we were asked to wear
disposable plastic gloves while cutting vegetables. I refused to do so.
Taking into consideration that the vegetable would be put in a wok with
>150°C hot oil, this rule did not make sense. I could not understand
that I was the only one who obviously felt an inner resistance to this
paradox. I faced major tensions with my personal value system: wanting
to be part of the group, and at the same time follow my intuitive good
judgment, not accepting to behave absurdly. When I talked to some of
the other participants about my struggle, they could all understand it.
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Still they obeyed to the group norm. An exception was one of the cooks,
who came to me and congratulated for my “common sense.” He told
me that of course he would not wear gloves when he was cooking for
friends or in his restaurant. It showed a lot to me in terms of group
behavior and inner wisdom.

I felt awkward and confused. What did that mean on an individual
and on a company level? It seems to be easier to play it safe yet at the
same time it felt wrong to be “locked-in” by externally set norms than to
dare to take a stance and challenge them. Fortunately my courage or
stubbornness was honored by one fellow team member on the next
morning. He left me with a very special gift: “The Practice of the
Wild.”'8

Beyond nature as resource towards nature as school

Returning from the IUCN conference in October 2008 I read Janine
Benyus’s book. It gave me the arguments to convince my boss about the
necessity to deeper explore the biomimicry concept in order to judge its
usefulness for future research. I had discovered that there was an intro-
ductory training organized every year by the Biomimicry Institute.” In
April 2009 T went to Costa Rica for a very special experience. Within a
week the participants were immersed in five different biological ecosys-
tems having the opportunity to reconnect to their inner wisdom, letting
go of the idea that “nature is a resource,” and instead starting to discover
what seeing and treating “nature as school” might mean. In multidisci-
plinary teams, always composed of a biologist, a designer, a business
person and an engineer real-life problems were solved inspired by solu-
tions that nature found in its 3.8 billion years of evolution.

It was an amazing experience to firstly identify my personal spot to
“quiet my mind” and start learning the skill of “deep listening.” Quiet-
ing the mind means sitting still at the same place every day for at least
20 minutes (if possible even longer), trying not to think at all, but get-
ting immersed into the environment. After a few days I started to see
spiders moving in the leaves on the ground or ants: details that were

absolutely not visible to me on the first days. I could see the “skeletons”
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of the leaves on the trees, snails moving, and feathers falling down danc-
ing in the wind. I started to differentiate many sounds that previously
had seemed to be just one homogeneous undertone noise. I learned

several important lessons:

e Much more is always around than I can imagine. The
likeliness that the solution is already in hand’s reach is very
high. Have I unlearned my sense of observing, my seeing
skills? What about my other senses?

e Life creates conditions conducive to life: Life is a very
creative “force.” It has the ability to adjust to local
environments amazingly (e.g., mangroves have developed
desalination mechanisms in order to thrive in water in
transition areas between the salty open sea and fresh waters
in land). We humans have a surprising capacity to adjust to
different situations.

e Nature is always beautiful, thus beauty might be a useful
decision criterion.

e In order to stay in balance, “thanking nature through little
gifts and rituals” means “caring for life.” This can be done
(and is be done by indigenous people) through cultural

activity such as dancing, singing, and painting.

I was intrigued by the potential of the biomimicry approach. And
while in Costa Rica I met a team of four students—an engineer, a de-
signer, a biologist, and a business person—was looking for an assignment
for their final thesis work. They had participated in the first 2-year bio-
mimicry professionals’ education. Philips Research had just installed an
“open lab” group. This organizational unit was set up to facilitate the
spinning-out of new business ideas that did not fit into the Philips strate-
gy and spinning-in of relevant innovation seeds from the external market
place. I had a good relationship with the “open lab” manager, and quite
spontaneously he agreed to host the thesis on “the design of an innova-
tive nature-inspired business model for Philips Research’s open lab.”

For the biomimicry experts this was a rather unfamiliar assignment.

The usefulness of the “nature as school approach” for product creation
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had been proven several times already. Therefore, the team appreciated
the opportunity to apply the method to a more abstract business pro-
cess. Initially there was a gap in expectations between the educating
institution and the possibilities at Philips. The students did not realize
that supporting a thesis of a new process should be seen as a co-creation
process in which also the hosting company needs to contribute its most
precious resources - employee time. Staying out of the “shame triangle”
the biomimicry team managed to turn initial skepticism and cynicism
into mutual respect and genuine interest. Finally, six different “nature
strategies” could be identified providing the open lab team with useful
novel business model ideas. I enjoyed very much the RMT’s openness to
keep the space open for experiments even in tough times, an attitude

that reflects a very strong innovation culture.

Beyond addressing symptoms to working on the root cause

In mid May, a few months after Disruption Day, a new group of people
joined the scene: the artistic staff of the Van Abbemuseum in Eindho-
ven, a museum for contemporary art. The director was just preparing
the first of a series of four “Play van Abbe”® exhibitions. With this pro-

ject he and his team aimed to explore the questions:

What is the role of an art museum in the 21st century?

Which role can and should art play in society?

That was FASCINATING!

Listening to this idea, I experienced quite a deep resonance: They
were posing exactly the same questions that we had identified, yet not
phased as such until then. It became clear to me in that meeting that

actually we were exploring:

What is the role of a company in the 21st century?
What is the role of innovation in solving humanity’s major challenges?

What king of innovation is required?
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Was this coincidence? I didn’t think so. I saw this meeting as invitation
to investigate how we could align intentions, or—if possible—agendas.
After some further conversations with the museum director and my CEO
and bringing them together right after the summer holidays, it was decided
that Connection Day (our follow-up to Disruption Day) would be orga-
nized end of the year at the Van Abbemuseum. The idea emerged to align
the Play Van Abbe project flow with the development and implementation
of the Philips Sustainable Innovation agenda and at the same time explore
the process of co-creation as a next step beyond open innovation. This all
happened since there was a common understanding about “art: representing
society’s soul” and “innovation: facilitating society’s survival.” In so far as a
museum could be a place to experience starting points for “social innova-
tion” comparable to nature being a place to experience starting points for

“environmental innovation” as suggested through the biomimicry approach.

In addition to forecasting also backcasting

A few months later, right before the summer holiday I got connected to a
young entrepreneur in Eindhoven. He was in the process of establishing
the International Centre for Sustainability Excellence (ICSE) in the old
Philips Lighting headquarters building. His dream was to build a space
where all the different, often highly complementary approaches to innova-
tion towards sustainable development would be made accessible through
lectures, courses, conferences, and the display of related products and
services. I appreciated this idea since I slowly but steadily got lost in the
broad variety of different processes, tools, indicators, logos, and standards
that I came across on our exploration journey. I hoped he would create an
overview of when to use what. Possibly the sustainable innovation frame-
work could be helpful for such an exercise.

We met once and instantly there was a deep connection. Together we
traveled to Stockholm, where he intended to deepen his relationship with
“The Natural Step” (TNS),” an NGO that had been founded in 1989. As
one of their core activities, TNS educates change agents for sustainable

development to apply the “framework for strategic sustainable develop-
ment” (FSSD) (Figure 5.5).
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Figure 5.5 TNS framework for FSSD
The Natural Step uses a funnel metaphor (Figure 5.5 first graph) to

describe how humanity is coming up against the limited natural re-
sources of our planet. I saw that this could be used to complement to
the L-sheet. It is an alternative visualization for the same core message:
The current, unsustainable socioeconomic system leads to “hitting the
wall” while innovation for sustainable development should lead to the
establishment of a new socioeconomic system. The five-level models
(Figure 5.5 second graph) helps to structure the different types of sus-
tainability related activities, concepts and tools. In a result communica-
tion effectiveness increases significantly. The boundary conditions (Fig-
ure 5.5 third graph) offer information about important attention points
when working in the new sustainable innovation space.

I immediately realized that the backcasting process” —a way of
working that starts with defining a bold goal and then orchestrates ac-
tion to bridge the gap between the desired end-state and the current
situation (Figure 5.5 fourth graph)— reflected our way of working in
pioneering Atmosphere Provider. It also would guide the way to cross
the disruption zone, while traditional “forecasting” —the projection of
historical developments into the future— along environmental and social
performance indicators would be useful to guide incremental innovation
activities leading to efficiency increases, thus decreasing negative envi-

ronmental and social impacts.

Despite disruptions staying on course

Since Disruption Day we were happy and relieved to have protected and

even expanded the “niche” for sustainability-driven innovation even in
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times of overall “shrinking.” But then—shortly after the summer holi-
days—a big announcement was made at Philips Research: in order ro
increase innovation effectiveness the Aachen lab will be closed. Most research

activities will be transferred to the Research Lab in Eindhoven.
This was a shock! For me a déja-vu...

It brought me back to early 2006, when due to strategic considera-
tions colleagues from the display factory had lit oil barrels while fighting
for their workplace. And again, employees had not done anything
wrong. The Aachen lab with over 270 employees had quite a solid size
and was the second biggest Philips Research Lab. In its 80-year history it
had been an important gate to the German academic, science, and inno-
vation community, the access point to apply for multiple EU and Ger-
man Public Private Partnership projects.

Being organizationally embedded in the Aachen administrative
system and working from my Aachen office 2 to 3 days a week, I was
directly affected by the announcement and its implications. For me
personally the situation created a stretch that made me feel the limits of

my capability to hold external tensions. The tensions I felt were

e On a time axis: Being part of the “death” of a 80-year-old
living organism, the Research Lab in Aachen, and
concurrently working on reaching at least 20 years, more
likely 40 years, out into Philips’ long-term future. This
meant I needed to actively handle 120 years ... in a context
that was in a month-to-month survival mode. That was
quite a discrepancy.

e On an expectation axis: Consciously leading into the
unknown of a new paradigm versus falling back into
“reaction = safe routine” of what always worked in a
context of fear, crisis, and survival mode.

e  On a colleague/site culture axis: Since I had a global role I
spent about as much time in Eindhoven as in Aachen. I was
immersed both in the Eindhoven empathetic observer role and
in Aachen in the role of the affected. I found myself playing a
strange and quite unfamiliar, informal “bridge role.” And over

time I learned that this role was highly political.
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Although my spontaneous reaction to the Aachen announcement
was the idea to find a way to keep the lab alive, I quickly realized that a
more appropriate response to this disruption was to stick to the bigger
plan and pay attention to “Connection Day”: to embrace and experience
the “pain” related to the closing and search for joy and opportunity at
the other side of the disruption zone.

It was in this challenging context and emotionally stretching situa-
tion that Connection Day was prepared. A preparation team was in-
stalled. Over the summer the relationship to the Van Abbemuseum had
grown such, that a young curator of the museum was seconded to be
part of the preparation team. She was from Israel and Jewish which in a
good way increased the cultural diversity of the team. During the team
building phase, we reconnected to the high-level Disruption Day results
(Figure 5.0).

Old paradigm... Transition ..New paradigm
it meerlalbueyalies | holistic wellbeing
ndividua wealth = money rich E & attitude change | enabling tools & services

Status via consumption L e

Business: Trust crisis Business: credible solution

towardsbusiness & e | i i
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Figure 5.6 High-level transitions towards sustainable development

I had the impression that—despite participating in Disruption
Day—part of the management during the last months had fallen back
into the traditional reactive mode. They were looking for very explicit
outputs in terms of concrete projects or other familiar actions that
would exemplify the pathway to sustainable technology or product
development. I had my doubts if that was a realistic goal.

Using the TNS five-level framework (see Figure 5.5), in my percep-
tion we were at the stage of defining “success.” Since Disruption Day, the

CSO in dialog with the sustainability network had been working on the
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next corporate sustainability program: EcoVision 5. The intention had
grown to institutionalize the pioneering work of recent years by adding to
the focus on “Climate Change and energy efficiency” a new environmen-
tal target on “material use,” which leveraged the C2C experiments and the
new recycling and take-back approach. To make the program fully sus-
tainable, a target on “access to care” would be set for the social dimension,
which built on insights derived from the BoP projects among others. The
announcement of the new corporate sustainability targets was scheduled
for February 2010, coinciding with the publication of Philips second
Integrated, Sustainability, and Annual Report.

According to the five-level framework, the next logical step would be
to define “strategies” to bridge the gap between the desired goal (e.g.,
EcoVision 5 targets) and the current state. I tried to make an analogy
with the “theme development of AP. I felt that the three sustainability
targets “energy efficiency, materials, access to care” had a comparable
theme maturity as AP right at the initiation phase of the program. I had
the impression that in order to truly change towards innovation for
sustainable development along these new business themes would require
comparable corporate culture changes as for the AP theme. Manage-
ment’s expectations of “concrete results” was again neglecting the
present “implicit culture” (see Figure 3.10). Unfortunately during the
preparation of Connection Day, I did not yet make the connection
between the TNS strategy level and the “business theme architecture”;
the FSSD was too unfamiliar to me, I had not yet worked with it, had
just discovered its existence.

However, we understood that the situation was complex and put

special attention on:

e Pioneer Dilemma: How do you phrase your new
understanding in such a way that it captures the essence of
the new yet can be easily understood by others?

e Redefine value: Sustainable development has to become
part of business—seeing it as an innovation driver is a

powerful perspective; what are the business opportunities?
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e Lock-in and rebound effects: How do we innovate
beyond existing mental models, behavioral patterns,
established infrastructure, and KPIs? How do we ensure
that efficiency increases are not overcompensated by
increased consumption?

e System thinking and acting: How do we ensure that we
solve the real problem rather than optimize sub-solutions?

e Open innovation and co-creation: This is easier said than
done: What role can alternative visualization means like art,
communication means like the Internet, experiences like
Disruption Day and Connection Day play in enabling
more people to actively participate in #he sustainable

innovation movement?

The preparation of Connection Day emerged to be a significant exper-
iment in social innovation, bringing up unforeseen communication and
culture clash challenges. These were mainly related to implicit “mental
models and world views” rooted in different expertise and the unconscious
use of “organizational jargon.” Interestingly, communication quickly
became more effective when using “everyday language: as if you explain it
to your 10-year-old daughter...” and metaphors. The common intention
on both sides to make this event a success liberated a lot of goodwill.
Mutual trust grew very quickly in the preparation team. Finally an invita-

grew very quickly in the prep y

tion was sent out stating:

So what is Connection Day? New solutions come from new connections.
On Connection Day we are bringing together knowledgeable people
from many different fields. It will take place in the Van Abbe Museum
(in Eindhoven): We may need a new and imaginative perspective on the

way we see things.

The entire workshop flow was set up to give the participants the

opportunity to make connections on multiple levels:

e Personal: connect to oneself and one’s beliefs, aspirations,
struggles, possible contributions

e Professional: connect to new people, whom one would
traditionally not have met, but who might be a valuable

innovation partner in future
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e People/society: connect to shared societal/social legacy, if
possible uncover hidden or implicit cultural assumptions
that currently hinder change

e  Planet: connect to local space and global environmental
challenges, transform to see them as opportunity, rather

than threat

For the first time we publically expanded the triple-P model (see Fig-
ure 4.10) towards a 4P model for sustainable development adding the
individual person. This expansion still was implicit. It was rooted in the
EUDI that Philips implemented in the entire corporation since 2003.

A sophisticated event flow emerged. Around 55 participants repre-
senting multiple different stakeholder groups joined for the entire day.
Another group of about 35 participants “grew into” the event in the
afternoon. In order to facilitate effective dialogue, the participants
worked in six groups. Initially the teams of nine members, in the after-
noon six new participants, “grew in.” The afternoon group experienced
only the last four building blocks. All attention points had been em-
braced (see Table 5.4) in the event that was composed of seven main

building blocks:

o The opening was two-fold: After their arrival and
registration, the participants were briefly welcomed and
guided through the event flow. Then they made a “time
journey” starting before 1972, the year when “The Limits
to Growth” was published. They were invited to “build the
group’s collective history” by putting events on the wall
related to their personal and professional lives, changes in
the economy (profit), society (people), and the
environment (planet). A few “posts” had been put on the
time line to show the working principle, for example, 1989
a picture of the fall of the Berlin Wall. In a second step—
already split in groups—they were asked to introduce
themselves by sharing their favorite household activity. This
way they met on a personal level, avoiding being locked

into their professional role (Figure 5.7).
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Building a common history Study group Study sheet Staircase dialog

Figure 5.7 Connection Day impressions

e Study group: Six themes were explored in teams: energy,
materials, access to care, value-redefined, co-creation, and
transitions. A piece of art and a set of texts describing the
theme from different perspectives were the starting point
for the team dialog. Special co-creation tools had been
developed to facilitate this.

o A speed-dating session was organized to exchange insights
from the study groups. All-day participants joined two
study groups and two speed-dating sessions.

e How we got here: An official welcome and additional
motivation of the event was given to the entire participant
group by Philips Research’s CEO. Then all-day participants
connected to the “newcomers,” accompanied them on the
time journey and encouraged them to add their events and
memories to the group history.

o Connecting to new perspectives: Again in six now bigger
groups, all participants experienced a “sustainability-driven
innovation” tour through the museum. Everybody visited
all six theme rooms, got introduced to the dialog results,
and was encouraged to add perspectives, share ideas for
common activities, concerns, and so on.

e Shaping opportunities: The staircase area was used for a
plenary dialog.

e Dine and dialog: In the museum cafe the workshop was
concluded with a dinner and time to connect more deeply
through informal conversations. At their departure
participants were encouraged to note down their
spontaneous feedback in a guest book and invited to join
the “stone-holder” group. Some participants took a second
stone, complementing their initial stance. Others
exchanged their stone, as they had realized that in the
meantime they had personally moved to a different priority.
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Table 5.4 Attention points built in event flow

Pioneer | Redefine | Lock-in, System Co-
paradox | value rebound thinking | creation
Opening Shared Self-intro via 4Ps Write history
experience favorite
delivers household
starting activity
points for
dialogue
Study group Art work to | Multiple Multidisciplinary | See theme Working
inspire perspective team asked for from towards a
dialogue description simple language, different broad, shared
inspired consciousness perspectives understanding
multi-benefit | about own of the theme
conversation | mental models
Speed Meet new Listen to other Listen to
dating: potential perspectives other
share and innovation perspectives
connect partners
How we got Framing of Invitation to 4Ps Add to history
here the event think out of the writing
box
Connecting Themes Opportunity See study Further
to new represented | discussion group enriching of
perspectives in multiple study sheets
ways
Shaping Experience Opportunity Staircase space Different It all starts
opportunities | diversity discussion represents stakeholders | with an open
continued multiple in dialog
perspectives participant
group
Dine and Talking Meet people Unfamiliar place All themes Stones at play
dialog about outside one’s allows for visible in
common box different behavior | floor
experience between
museum and
café

Connection Day took place on December 7 and was perceived as very
inspiring event. There were no directly measurable results, but every partici-
pant now shared an experience of having collectively moved “out of
the box,” as they met in an art museum, and we used artwork to open a

dialog about sustainability-driven innovation. They mostly unconsciously
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experienced and co-created “culture change” in a sophisticated and well-

recognized “cultural institution.”

Tips and tricks for sense making (10)

Space matters: In cultural development many places get asso-
ciated with deep symbolism or implicit expectations that people
often are not aware of, but that shape their behavior and judg-

ments. For example, an art museum used to be space of quiet

admiration. Going there shows that you have or seck a high level of
education and cultivation. Understanding and discussing the
cultural meaning of space can be very handy to reveal roadblocks

Jor change. On the other hand using commonly visible qualities of
space such as in the multi-perspective dialogue can significantly
accelerate collective sense making.

For a day we could let go of all the struggles to survive in disruptive
times and meet as genuine humans exploring a good way forward. Par-

ticipants gave energizing feedback, for example,

e  Change will happen. We need to decide whether to be pro-
active or reactive. Let’s hope we can manage the first.

e It’s only possible to work on the future here and now. It
was great to be here today—and wonderfully energizing.

e Thank you for a special event. What I particularly liked was
that it puts responsibility on each and every one of us to
make connections and to make sure that these connections
are picked up and ensured.

e There is a lot to think about over Christmas!!

Nowadays I can acknowledge that—although the year seemed to be
rather tough for me and I felt quite lonely and lost in times—2009
certainly was as tough for (senior) management who needed to take bold
decisions and then deal with the storm of emotions that boiled up: the
resistance and fear of the employees that these decisions created after
announcement. Having been in the middle of the storm I started to
grasp how challenging it is to organize fundamental change and at the

same time continue to deliver solid business results.
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Main Transition Step in 2009: A core group of formal and informal
leaders of the organization moved from “concept to group-experience.”
Participating in both Disruption Day and Connection Day abstract
conceprs like “from threat to opportunity” or “beyond open innovation

towards co-creation” and “disruption zone” became meaningful.

P €rs0n, / Orga“‘m{\om\\
The powers always fear the free,
A peaceful mind can Twin-path the humble and the wise
transform deep emotion to insights because they can’t control
meaningful action. 2009 them. They speak TRUTH that
/ cuts sharper than a knife.
(Alastair McIntosh)

5.2 Empowerment — Shaping the Opportunity (2010)

or beyond pioneer push also corporate pull

In spring 2010 a volcano in Iceland for more than a week put air traffic

to Europe on hold.

The WBCSD Vision 77970 The bigger picture...??

2050 project reached its January Publishing of WEF “Redefining Business

final phase and the core Value: a roadmap towards sustainable

consumption”

team was busy consoli- February | Publishing of WBCSD Vision 2050

dating all findings in a report

Sustainability on Philips Management

report. It was launched
Agenda; EcoVision 5

in early February 2010 Aprl

Iceland volcano eruptions stops flights
almost concurrently traffic across Atlantic and Europe for
with Philips putting several days with the result that the
global economy was slowed down for a

sustainability at the top few days

of the management September | Launch of Vision 2015

agenda and the launch of EcoVision 5. A new bold goal for humanity
was set, explicitly embraced by the 29 participating multinationals and
the broad network of NGOs and academic partners who had contribut-
ed to its development: In 2050 some 9 billion people live well and in the
limits of the planet.
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What empowerment means to me...

When the word empowerment Dictionary Definition

comes to my mind, I 'see my chil- Empowerment is about the granting of

dren on their first day at school. power to perform various acts or duties
They went to a Montessori school, Synonyms: accreditation, authorization,
where the educational principle is delegation, mandate, empowerment,

called: “help to be able to help

yourself.” Learning is experiential. Children of different ages (in Germany

license

6 to 10 years old: first to fourth grade) share a class room and learn in a
“prepared environment” from and with each other. All the material is avail-
able once, and there are clear rules on how to access specific pieces: You
need to be sufficienty mature to work with it (have done all the other work
that leads to a specific task), you have priority if you have not done it before
(someone who has done it previously has to wait). The experienced children
explain to the younger/inexperienced ones, how it works. The teacher is the
facilitator only getting involved in moments when conflicts occur that can’t
be solved by the children themselves. My children loved to learn at that
school. They were allowed to follow their “sensitive periods” tapping into
their intrinsic motivations and following the “Kairos” principle: doing
things—in this case learning subjects—at the (for them) “appropriate

moment.”

Why are empowerment and shaping the opportunity
the essence of my twin-path journey 2010?

For the participants of Connection Day, this event had been an amazing—
almost “healing”—way to close a year of distuptions, a year in which all of
us had witnessed a major storm—if not even a hurricane. Like a ship on the
ocean we had been shaken and it had been hard to keep the course. Finally,
aligning aspirations and accepting the present created some space and confi-
dence in the future grew again, despite the fact that some would leave the
ship soon.

Reflecting on it I realized:

e A disruption (negative connotation) zone can become a

transition (positive connotation) zone. Whether that
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happens or not is a question of attached expectations,
perspective and personal mindset, for example, the birth of
a child, and end of school or the beginning of a new
professional assignment are major changes that are generally
positively perceived. We tend to welcome them. The
information about a serious disease or a forced
unemployment is generally perceived as negative. Initially
we tend to refuse to accept them. Deliberate effort is
required to change attitude, accept the new reality, and deal
with it constructively.

e Dialog is framed by participant’s roles and related sets of
expectations. For example, introducing oneself with one’s
favorite household activity made it easy for Connection
Day participants to meet as “human to human.” This in a
consequence led to the openness to honestly and
passionately discuss fundamental human questions very
quickly.

e  Artisa useful tool to inspire meaningful dialog about
complex societal themes among a broad variety of
stakeholders. It offers the potential to express opinions and
feelings without losing face or to project unconscious
feelings of fear or resistance onto an object rather than the
dialog partner.

e  Coherence between language, activity, and space significantly

increases the effectiveness of a learning activity experience.

A bold vision for mankind

I was happy about the launch of the WBCSD Vision 2050. It significantly
strengthened the message of the “icebreaker sheet” rooting it in collective,
cross-industry insight. It put the goal of “1-planet living on a high human
development index level” into everyday language and increased the meaning
of Philips’ approach towards “sustainable health and well-being.” New
terminology emerged: system innovation, complex coalition structures, co-
creation, aligned action beyond competition, connecting, interdependency

and blurred lines, a 40-year journey...
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As the first step in translating this very abstract, not actionable vision,
a “pathway map” was co-created. This communication tool introduces the
emerging innovation landscape, reveals some initial connections between
different industry sectors and shows that business will not be able to
implement the changes towards sustainable development without other
stakeholders in governments and civil society changing as well. Thus it is a
powerful tool that can be used to open up multi-stakeholder dialogues for
(social) system innovation and social innovation. Unfortunately it is not
specific enough to guide innovation in a single organization, since the
milestone targets have the quality of “boundaries.” Also there was not

clear definition of what “living well” means.

Beyond a home lab to engaging lead users towards a community lab to

explore sustainability needs towards “living well” in Western Europe

In early 2010, the city of Utrecht launched a project, aiming to develop
the most sustainable neighborhood of the Netherlands in Rijnenburg.
What, however, does “most sustainable” mean? A multi-stakeholder
group of local authorities, construction and building companies, poten-
tial future inhabitants, banks, and so on first defined the boundary
conditions for the development area. This happened in a charette**
process. Then a multi-stakeholder team including Philips Research was
established to detail the vision for Rijnenburg and develop actionable
“system innovation specifications.” Building on Philips Research’s broad
experiences with the Experience Labs® involving lead users in the speci-
fication of intuitive user interfaces and functional product specification,
a “Community Lab” was envisaged to explore emerging social and envi-
ronmental needs and co-create functional system specifications for
future sustainable solutions. Also new ownership or sharing models and
related business models would be investigated. Unfortunately due to
personnel changes at the different stakeholders, and increasing challeng-
es to safeguard the stable financial support from all the parties involved,
after a few years this promising starting point was put on hold. I see this

as an invidious example of the puzzle dilemma.
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Towards leading

In February with the launch of the second integrated financial, social,
and environmental Annual Report for the first time in Philips history,
“sustainability as strategic driver” became one of the nine explicit top
priorities on the corporate management agenda: Leverage sustainability as
integral part of our strategy.

On the same day, the EcoVision 5 program was launched (Table 5.5).
With this corporate program Philips for the first time launched a set of
targets that truly contributed to sustainable development in both the
environmental and social dimensions. A major mental shift was facilitated

with the introduction of future-oriented “Leadership KPIs.”

Table 5.5 Comparison of EcoVision 4 and EcoVision 5

EcoVision 4: By 2012 > EcoVision 5: By 2015

We... We...

Double total revenues from Will bring care to more than

Green Products to 30% 500 million people

Double investment in Green Will improve the energy

Innovation to EUR 1 billion From efficiency of our overall

cumulative lagging >leading | portfolio by 50%

Improve our operational indicators Will double the global

energy efficiency by 25% and collection and recycling

reduce CO; emissions by amounts of our products, as

25% well as the amount of recycled
materials in our products

To safeguard proper implementation and demonstrate the seriousness
of the program, the Sector CEOs were made personally responsible for
their realization. The “lagging KPIs”—measuring incremental operational
green and social performance improvements—stayed relevant as well. In
the meantime these had matured such that they were handled as “hygiene
factors” of good corporate citizenship. With this decision, sustainability
became fully anchored in all business balanced score cards (BBCSs) and
the bonus targets of all decision makers. In other words, sustainability
became embedded in the business strategy.

In addition, Philips employees were invited to engage in a variety
of different philanthropic activities, for example, the global program
SimplyHealthy@Schools® or in the United States the American’s Heart
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Association’s Heart Walk initiative. A key to the success of the broad
variety of different embedding activities”” was their consistent orchestra-
tion around the EcoVision 5 goals: access to care, energy, and material
use. It ensured reinforcement and thus the coherent diffusion into the

corporate culture.

From push to pull

I used the EcoVision 5 program and the fact that sustainability had been
put on the Philips management agenda to switch from a “push” to
“pull” communication and implementation style. What do I mean with
this? Since the creation of my role in April 2006 I had been the “driving
force” of sustainability, consolidating already existing activities into a
meaningful plan, orchestrating new knowledge development both in
terms of discovering relevant knowledge and translating it into training
modules, facilitating the champions network, and so forth. For 4 years
the exploration work had been done in a bottom-up “push-mode,”
stretching the boundaries of the innovation horizon, challenging implic-
it worldview assumptions and creating confidence. Doing so, the sus-
tainability champions and I had been in constant competition with the
regularly planned work. We had constantly pushed boundaries, creating
space for the new topic to seed and start to grow. The “green innova-
tion” target of EcoVision 4 had already created a small “pull.” I had
used it together with Philips Research’s quality manager to implement
both a mandatory use of a green innovation checklist for every research
project and the certification of all Research sites according to ISO
14001. These activities had been initiated already before 2007.
EcoVision 4 had given us the legitimacy to demand it, to make it a
“must-do,” while before it had been “useful” or “sensible to have.” But it
had been restricted to “green” and still mainly linked to compliance and
good housekeeping, expanding qualicy management.

Now it became time to fully shift towards a “pull mode,” accelerating
engagement and implementation also via the top-down route. This was
accompanied by a fundamental shift in my role and champions’ way of

working.
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Figure 5.8 Positioning of sustainability as innovation driver in
research group deployment

Between February and May 2010, about half of the research groups
put sustainability on the agenda of their regular group meetings. I used
Roger’s innovation diffusion curve (Figure 2.2 first graph) to map the
different maturity of the innovation approaches (Figure 5.8 first graph).
In addition I visualized the growing market readiness of sustainability as
an innovation driver through populating the graph with external publi-
cations and activities (Figure 5.8 second graph).

In a second step during I shared the Philips approach towards sus-
tainability as innovation and business driver, discussing the “L-sheet,”
the EcoVision 5 targets as mid-term goals and the innovation frame-
work as a mental model to frame the overall challenge ahead on the
pathway to Vision 2050, the long-term goal.

During the sessions the Research groups were invited to work on re-
quired expansions of their own group skills and attention points for crossing
the disruption zone (Figure 5.9). Finally they were asked to develop their
group’s EcoVision 5 action plan and identify at least one project, which
could enable a major sustainability impact by contributing in a significant

way to one of the EcoVision 5 targets: care, energy, or material use. The

i
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Figure 5.9 Work sheets for EcoVision 5 deployment in Research groups
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RMT had requested the identification of such projects and suggested that
they would be called sustainability ICON projects. In addition the group
should perform operational/philanthropic actions in order to build a group

culture for sustainable development.

The next question emerged: What are the characteristics of an ICON
project?

It was my assignment to come up with an actionable set of criteria to
quality and quantify an ICON project, an activity that should be done
in strong cooperation with the CSO.

I did not find any practicable and clear definition internally. When
discussing the question in my—in the meantime quite broad external
sustainability expert network—all dialog partners recognized the strug-
gle, yet did not have an immediately applicable solution. Therefore, in
order to give the desired guidance and inspiration, I suggested a “sus-
tainable innovation portfolio tool.” It embraced all the insights of differ-
ent pioneering efforts of new innovation methods, business models,
ways of cooperating and crossing the disruption zone that had taken
place at Philips in previous years.

The portfolio tool was rooted in the “L-sheet.” In order to embrace
the implicit corporate progress logic—good innovation moves from
bottom-left to top-right—the graph was mirrored along the horizontal
axis. Both, the “environmental” and the “social” axis were customized to
the Philips context. Finally the “sustainable innovation framework”
logic got applied, with the current business focus representing the “old
paradigm,” and the now right top corner being a place holder for the
“new paradigm” on the other side of the disruption zone. Impactful
ICON projects should stretch the current business focus into the disrup-
tion zone, the middle gray area...

Involving internal thought leaders both from the innovation and the
sustainability network, a maturity metric®® was also developed. It was
built up such that as indicated by the dotted lines in the second picture
of Figure 5.10, the moving borders of mainstream business could be
made visible. Also it acknowledged that concurrently to the Philips
innovation activities, national legislation and local and global compli-
ance norms would be sharpened, as shown through the “moving line of

noncompliance.”
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Figure 5.10 Portfolio mapping tool to identify ICONs and expected

sustainable innovation dynamics

This was very useful to facilitate the core team dialog about the prob-
able innovation dynamics in coming years. It also helped to envisage the
changing quality of a sustainability icon and some main characteristics of
the disruption zone. For broad usage, however, it was too complicated.

To guide and measure the environmental impact of ICONS, the ex-
isting green innovation metric was used. Finally, the UN Millennium

Development Goals were chosen to guide and measure the social impact

of ICON:Ss.

Gaining extra energy

Possibly because of management’s embracing of sustainability on its
agenda, Philips’s CEO got invited to join a panel on the “State of the
Planet conference” in New York on March 25, organized by the Earth
Institute of the Columbia University. He could not travel. Instead the
CEO of Philips Research accepted the invitation. I was asked to join
him, bringing him up to speed with all the sustainable innovation de-
velopments and ambitions of recent and coming years.

The conference participation was a relatively short-notice event. It
resulted in a major increase of credibility for the Research sustainability
agenda. More and more skeptics and cynics could let go of their mistrust
and doubts and open up to the emerging opportunity. It considerably
strengthened the evidence for my “pull story” and proved to be an extra
door opener to engage the research groups in the structural development
of an “EcoVision 5” research portfolio complemented by site-specific

employee engagement activities.
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Moving into action

One of the first sites to translate the new corporate sustainability program
into concrete action was the research lab in Briarcliff, close to New York.
Already some time ago I had planned to visit the lab. Since quite a sizable
group of researchers had come to the Earth conference, an interesting

three-step deployment flow surfaced and seemed to be very effective:

o Inspire—happened during the State of the Planet conference.

e Invite to imagine—in early April the deployment sessions
took place for each research group individually. These were
closed by setting the concrete task of using the coming
2 weeks to reflect on the group’s current skills and their
relevance for sustainability, to imagine—using the
sustainability lens—which new research topics might
become relevant and suggest the group’s EcoVision 5
program using the worksheets of Figure 5.9.

e Commit to implement—by mid-April the results were
discussed and decisions on next steps taken. A month later
together with the head of the Briarcliff lab I had
consolidated all group action plans into a “EcoVision 5 site
plan,” setting an example of how an entire research lab can

take sustainability as starting point for innovation.

Nature as school to deal with complexity

In the time between the two Briarcliff visits, I went to Costa Rica for the
second time. I had been invited to join the final presentations of the first
2-year biomimicry expert program. Eight teams shared their findings related
to a complex innovation challenge. The “Open Lab” team that had worked
at Philips Research since September 2009 was one of them. Listening to the
different results helped me to understand more deeply what biomimicry
experts mean when they state: “Nature should be seen as school.” In addi-
tion it gave me a flavor of the nature of co-creation as a future innovation
process. It should be rooted in a single goal meaningful for all stakeholders,
one complementary skill set, and one common language. Observing nature

with all its working principles, visualizing them, and then combining these
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with the different expert perspectives seems to be a way to bridge the com-
munication gap between diverse expert groups.

Unfortunately, this is—like leveraging all the knowledge hidden in
patents via TRIZ*—a very time-consuming process. A lot is possible, if
we give it the time it needs; I realized. Could it be that all the pieces of
the “solution puzzle” are around somewhere already? What if our chal-
lenge actually is to become brilliant puzzle players, rather than creating

more and more puzzle pieces?

Any disturbance holds a possibility

My journey back from Costa Rica to Briarcliff and my last stay there
coincided with the big air travel chaos that had been caused through the
eruptions of Eyjafjallajékull in Iceland. Many colleagues were stranded
in the Briarcliff lab. Consequently colleagues who were often quite hard
to catch at home were suddenly accessible and some unforeseeable deep
and meaningful conversations took place. It felt a bit like a refugee camp
and was provided the encouraging experience of the beauty of human

supportiveness in times of crisis.

Tips and tricks for sense making (11)

Life creates conditions for life. .. It might be useful to look into

the many paradoxes of life, when searching for pathways through the
disruption zone; for example, on the one hand life (as a phenomenon)
is endless, and on the other individual lives of specific plants, animals,
humans, and social systems are limited ... life is highly complex and
dynamic, it is present everywhere, it can be a school if we learn to read
it and reconnect to our “common sense”. What if we would reconnect
to our physical and mental senses instead of fully relying on artificial
instruments? What if we would build on our own experiences and
acknowledge that not everything can be explained with a linear cause
& effect logic? What if we would more consciously search for the oppor-
tunity in any disturbance?

Technology enables EUDI and sustainability-driven innovation

During the first half of 2010, 16 research groups developed their
EcoVision 5 plans and started to define ICON projects. They discussed
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new dimensions of their research and explored which types of additional
skills would be required in order to appropriately meet both end-user

needs and solve environmental and social/societal challenges.

Technology driven & End-user driven & Sustainability driven
(since 1990’s) (since 2005 emerging)

TR R cvowen
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High level Independence from nature | Independence from culture BTyTElgs ST [Nt R )

Customer benefit /environment el e GRS nature, culture / society
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science medicine,... heart-set
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Figure 5.11 Evolution of innovation drivers embracing complexity

I consolidated all findings® of the group sessions in a table
(Figure 5.11). This helped to resolve all the fundamental language inaccura-
cies that arise when one innovation approach is replaced by another.
Instead—as in biological evolution—the next level of complexity embraces
the previous one, yet changes the role of the earlier, so we are confronted

with an “as well ... as” inclusion logic rather than a “from—to” transition.

Beyond Open Innovation towards Co-creation in Innovation

Ecosystems

At Philips Research the first decade of the millennium was characterized by
the transition from a closed Corporate Lab to a Sustainable Innovation
Ecosystem. A total of 2,400 Philips employees worked at the Research
“Natlab” in 2001. About 10 years later the same space was called High
Tech Campus Eindhoven and was hosting over 100 companies. Today’s
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campus community of 8,000 international talents is a dynamic mix of glob-
al players, start-ups, SMEs, research institutes, and service companies. R&D
organizations and technical professionals from 60 nationalities working in
various technical disciplines create optimal synergy and efficiency. They
develop disruptive technologies providing solutions to major global chal-
lenges: safety, health, mobility, communication, sustainability, and energy.
Most unique about this innovation ecosystem, however, is that the philoso-
phy of Open Innovation’® is lived.

In some cases this open innovation even moves further towards co-
creation. For example, this truly sustainable innovation ecosystem resulted
from Philips’” cooperation with the City of Eindhoven and the state of Bra-
bant®®. On the environmental side, state of the art technology was used to
maximize operational resource efficiency; the parking facilities were posi-
tioned such that the inner campus is car-free. A rebuilt lake brought back a
variety of local birds, thus revitalizing the biological ecosystem. On the socia/
side the meeting center was consciously designed to host a broad variety of
innovation meetings. Different canteens serve people’s diverse food needs.
Recently employees of multiple companies have started to build a garden
that will provide one of the canteens with locally grown vegetables. A kin-
dergarten is available with pleasant rooms available for breast-feeding. A
small shopping area offers access to all necessary goods, hosts a bank, some
sports facilities and a hairdresser.

As all these efforts demonstrated, sustainable innovation, especially sys-
tems building, is a shared multi-stakeholder co-creation effort. With this
becoming ever-more widely understood, a benchmark study was executed
by Philips Corporate Communications on how other industries organize

stakeholder engagement. Some of the findings were:

e  The Unilever Food and Health Research Institute brought
the Unilever Vitality Mission to life.

e  The goal of the Danone Institute was to link scientists
involved in nutrition research with health and education
professionals.

e Johnson & Johnson focused on saving and improving lives
and on preventing disease and reducing stigma. They
contributed $510m in cash and products to 650

philanthropic programs in more than 50 countries.
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In this landscape the (Philips) Center for Health and Well-being®® was
started. Initially two think tanks were launched:

1. The theme Livable Cities embraced the global mega trend of
urbanization and looks at ways to enable sustainable lifestyles in
cities all over the world.

2. The second theme Aging Well looked at new challenges for citi-
zens, governments, and care providers and their responsibility to

establish sustainable healthcare systems.

Measuring progress with respect to health and well-being is challenging
since both are quite subjective. However, in order to be able to communi-
cate consistently and identify relevant innovation directions, the Global
Index for Health and Well-being** was launched in 2010 and complemented
at the beginning of 2013 by the Meaningful Innovation Index.

Beyond meaningful innovation towards meaningful, sustainable
innovation

In September 2010, Philips launched its corporate Vision 2015 as the
next public expression of its seriously changed perspective on sustaina-

bility (Table 5.6). The Vision expressed the following ambition:

Philips wants 1o be a global leader in Health and Well-being, becoming
the preferred brand in the majority of our chosen markess. We believe
Philips is uniquely positioned for growth through its ability to simply
make a difference to people’s lives with meaningful, sustainable

innovations.

Table 5.6 Comparison of Vision 2010 and Vision 2015

Vision 2010 Vision 2015
(Launched in 2007) (Launched in 2010)

Build a portfolio of businesses that Expand leadership positions while benefitting
stands to grow on the back of key from markets growing faster than gross

global trends domestic product (GDP)

Simplify Philips to optimally tap Be the preferred brand in the majority of our
into market opportunities chosen markets

Continue to invest where it matters | Lead in sustainability

to fuel future growth

Lower our costs structurally and Be seen by all stakeholders as making a positive
increase profitability difference in people’s lives
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The fact that with “lead in sustainability” and “be seen by all stake-
holders as making a positive difference in people’s lives” were half of the
key attention points was for me the ‘cherry on the cake” of this sustain-

ability breakthrough year at Philips.

Deploying Vision 2050 or the main challenge is trust
Meanwhile, having been a member of the WBCSD Vision 2050 team, I

got invited to share its vision in several innovation conferences and
workshops. The WBCSD had created a deployment package and put
together some speaker guidelines. One element was the suggestion to
engage with the audience after having introduced the common goal—in
2050 some 9 billion people live well in the limits of the planet—Dby asking

three questions:

1. Do you think this is a desirable future?
2. Do you think it is a realistic future?

3. Do you think it will happen?

Typically close to 100 percent of the audience agree on the first
question; for second question the yes drops to 50 percent or slightly less,
and the third question in optimistic groups is positively answered by
about 8 percent of the participants, in pessimistic groups by only 3 to

5 percent.
What does that mean?

Our initial challenge at this moment in time is a lack of confidence,
a lack of pioneering spirit, and a lack of trust that innovating for sus-
tainable development is a possible and worthwhile journey. It’s not a
challenge that can be solved with technology. It’s a challenge that is

rooted in culture, in worldviews, in mental models.

Resilience required

In parallel another series of disruptions impacted my work environment.
I was in the process of redesigning the champions’ network, aligning it

with the newly emerging matrix structure of the Research organization.
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Before this was barely done, within only 4 months, the three senior
managers building my “organizational backbone” left the company. You
might recall that my role was 7ot a “standard role” structurally managed
with a solid role description and a clear place in the organizational chart.
Of course we filled in a job description document. This had been a
prerequisite to define a job valuation and a related salary. With my
“godfathers” I shared a mutual understanding that this was the best way
we could imagine to capture an exploration assignment that was dealing
with a completely new topic, an assignment that in its essence was built
on the mutual trust between them and me. Now these “godfathers” left:
all ac once. I felt lost. Although—building on my AP experience—I had
consciously created redundancy in terms of senior ownership and creat-
ed a broad support base. Obviously sometimes even the best safety belts

break. Everything seemed to fall apart like a house of cards.
What should I do in this situation? How should I respond?

Reflecting the journey so far and envisaging next steps I realized that
my original assignment “to explore sustainability as an innovation driver
and embed it in Philips (starting with Research)” had come to an end.
Conversation about a redefinition of my role would be required. Who
would be my dialog partner for that in a context where another reorgan-
ization was already emerging? Things seemed to get stuck. Next to this,

some major changes happened in my private life.

Space to reflect

An open conversation with my boss resulted in the opportunity to par-
ticipate in a 4-day personal mastery training called “the block.” It
brought me to the Alps close to Munich. The entire program was set up

around the seemingly simple questions:

e WhoamI?

e  What does “living well” mean to me?

e  What—in case there is anything—hinders/blocks me to live
my life well?

e  What can I change to live well?
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A variety of experiential learning exercises brought the participants
close to themselves amazingly quickly, confronting us with our explicit
and hidden expectations towards ourselves and others, strengthening my
awareness about how certain situations trigger routine reactions and
how difficult it is to break through them in order to consciously respond
differently. I was allowed to deeply explore the threatening and opening
power of silence, a phenomenon that I had observed in group settings
several times in recent years. It was an eye-opening experience to devel-
op awareness for the “emotional and cognitive noise” that is created
through small talk and other constant information inflows. We were
also pointed to our strengths and invited to work on a personal vision

along the angles of self, private, professional, and social life.

A bold personal decision

The “block training” had been a powerful and well-orchestrated starting
point of a fundamental personal decision-making process, which took
several months to mature. Finally, some day early winter it became clear
to me: It was time to reconnect to myself, to create space to reshape my
private life, and in order to do this leave Philips.

However, my “assignment” was not yet finished. I was not yet ready to

properly hand over the baton. I defined a set of “rounding-up activities™:

e Consolidate all learnings in a “paper” on sustainable
innovation bridging the gap between WBCSD Vision 2050
and Philips’ current corporate sustainability program
EcoVision 5

e Darticipation in developing a set of three internal “white
papers” on technology enabled sustainable innovation linked
to the themes: energy, material use, and access to care

e Darticipation in the organizational change from a “Senior
Director Sustainability and Research Environmental Policy
Board and sustainability champions” to a “Research
Sustainability Board” (RSB)

e Coordination of knowledge transfer to new sustainability
champions

e Advice on the development of a sustainable innovation

communications/stimulation plan
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This final task set was confirmed through the RMT right before
Christmas. It was the rational, the easy part. Much more challenging for
me was to find an appropriate way to leave my “baby” emotionally: to
deal with the complexity and broad variety of emotions that would
surface in the months to come ranging from grief and pride about the
near past, through fear and courage towards the unclear future, to still
staying flexible and agile, consistent and constructive, passionate and
calm, and trustful in the appropriateness of the decision.

Fortunately, there were many colleagues who supported me on this
bumpy part of the journey sharing the joys of completion and reducing

the sorrow of leaving and letting go.

Main Transition Step in 2010: The organization moved from “alignment
to reinforcement” of economical business goals sociallsociety-relevant and
ecological goals. EcoVision 5 sets directions: How to contribute to the global
sustainable development agenda and responsibilities? Who is in charge of

implementation?
P t‘rson al O‘,gamla('\o\’\a\
Live §
balanced il o The danger of the past was
in-pat
and dare to ?r::;ﬁs that men became slaves. The
enioy a rich 2010 danger of the future is
c
i fe]% ) - that men may become robots

(Erich Fromm)

5.3 Hope — Accelerating Implementation (2011)

or beyond exploring and pioneering towards mainstreaming

The nuclear power plant accident in Fukushima put unsolved problems
related to this “clean energy” back on the global agenda. ..

Philips’ new CEO used his first months for deep listening. He visited
Philips sites and factories all over the world and used the social media to
engage employees in an open dialog about the needs and potential of the
firm.... That was new, refreshing, and promising. Handshakes from one
CEO to another, though, tend to have an interesting dynamic. The old has

not yet left—the new has not quite started. Strange political moves emerge.
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Last chances are taken | 2011 The bigger picture...

to finish open busi- Civil disobedience: using mobile
information technology, citizens in the

Middle East organize the Arab Spring
gOOd relationship to (began December 18, 2010 in Tunisia,
lasted until mid-2012) strongly facilitated

ness or leverage the

the “old king”; some
through smart phones

open issues deliberate- March 11 | A major earthquake and subsequent

ly are ignored hoping tsunami hits the east of Japan, causing the
nuclear power plant catastrophe of

that after times have
Fukushima

changed they might

Social unrest about the unjust and broken
not be relevant any global financial system expressed through

more. the emergence and spreading of the Occupy

movement over 82 countries

What hope means to me...

When the word Ahope comes to Dictionary Definition

my mind, I see myself in a situa- Hope is the feeling of wanting something

tion of mixed feelings. I have to happen and thinking that it could

contributed my share in reaching happen: a feeling or chance that some-

thing good will happen or be true;
a (common) destination, goal, or 58 o

someone or something that may be able
task and am grateful—probably to provide help

also a little proud—about what

has been achieved. Now it is no longer in my hands, under my control.
That worries me, creates a feeling of being excluded. I need to transform
these feelings into trust in the next steps; steps that might not be obvi-
ous. I need to move away from concrete action to the state of “holding”
the idea, sticking to the dream. It’s the state of mind of optimistically
looking towards an uncertain future. It’s time of letting go, of giving up

of control in order for new trust to grow.

Why are hope and accelerating implementation the essence of my
twin-path journey in 2011?

With two colleagues I had already worked quite a bit on the “sustainable
innovation” paper.”> This thought leadership piece was consolidating the
insights of 5-year pioneering work on sustainability-driven innovation.* It

also formed a first step in translating the highly abstract WBCSD Vision
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2050 pathway map into concrete actions that could be performed now. It
had a long-term scope reaching into 2020 and beyond.

We knew there was quite some time pressure. The document needed to
be ready prior to my departure in the middle of the year. When working on
the AP foundation document I had experienced, that consolidating
knowledge in a “foundation document” requires a time-slot of about
9 months from the moment of deciding to go for it with a clear flow to the
printed document. Was that the case here as well? If yes, we were right on
track. We had started in September. However, something fundamentally
did not feel right before Christmas and we stopped working on the text
mid-December to let it “sit” and give our brains time to idle.

We met for 2 days of intensive work right after the winter break and
there it was: within a couple of hours it became obvious, that the con-

tent will be shared in two parts:

e A workbook: Introducing the Philips approach with a
series of thought-provoking questions to help innovators
define concrete ways to translate these strategies into action
and empowering them to identify their individual first steps
on the sustainable innovation journey.

e An innovation context part: Translating the general
sustainability challenges into four key strategies to deliver
high-impact sustainable innovation. Here the 3P model was
expanded to a 4P model, adding the individual person as
the fourth P in the center of the graphic (Figure 5.12).

1992

Elkington

2002

3“-,4 radically different
Y mentalmodel

Figure 5.12 Adding the 4th P = Person to the triple-P model

Originally the paper was meant to be an internal publication only.
At a later stage it was decided to develop a second external version that is

available on the Internet for everybody.
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From exploration and pioneering to developing strategy

With the new matrix structure, Philips Research organized itself to mirror
Philips’ Business organization along its program development axis, while
capabilities were managed in the Research group axis. The new organization
had resulted in the nomination of three Research program sustainability
champions. They were co-responsible for sustainability-related innovation at
Philips Lighting, Consumer Lifestyle, and Healthcare.

In the follow-up to the broad EcoVision 5 deployment in 2010, they
were asked to develop program-specific sustainability white papers, explain-
ing which (new) technology requirements were likely to occur in the mid-
term (2 to 7 years ahead) when viewing the market landscape through the
EcoVision 5 lens. These sustainable innovation white papers brought together
both Research insights and business sector information. By mid-2011 three
Research program-—specific documents were available. They formed an
important starting point for the 2011/2012 project programming cycle.

How did all these consolidation efforts complement each other?
Weren’t we doing redundant work? These questions emerged more and

more often. Figure 5.13 was developed to clarify the relationships.

Sustainable Innovation programs & white papers
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Figure 5.13 Sustainability-driven innovation: theme development



176 PERSONAL AND ORGANIZATIONAL TRANSFORMATION

Using the power of Kairos

It was surprising for me to experience how priority-setting and door-
opening a departure time is. The statement “if you want me to still get
this done, you need to decide it now. In June I'll no longer be there”
helped me to free the budget to kick off a “community of practice” for
sustainable innovation, and accelerated the establishment of a Research
Sustainability Board (RSB). Its regular meeting cycle was aligned with the
meeting schedule of the broader sustainability network facilitated by the
CSO. Also all the content contributions to finish the work on both the
sustainable innovation paper and the white papers were made in time,
despite the fact that the ongoing reorganizations were still asking for ma-

jor attention.

A change agent’s or intrapreneur’s success is institutionalization

In the course of 2010, it became clear that in order to accelerate implemen-
tation, sustainability thinking and acting needed to be embedded even more
deeply in all Philips organizations. The business sectors’ response to this was
the enrichment of their sustainability boards with the inclusion of product
development, design and marketing experts far beyond the scope extension
already inspired in 2008. The CSO adjusted the monthly sustainability
network meeting accordingly and the new situation was well reflected in the
“holistic” CSO action plan.

Philips Research decided to transform the environmental policy board
that had formerly only organized the operations-relevant compliance activi-
ties into a RSB with responsibility for both: environmentally and socially
sound operations and sustainable innovation feeding into EcoVision 5 and
beyond. The RSB had its first meeting in March 2011.

I shared the “Sustainable Innovation” paper at my final RMT meet-
ing mid-May. It resulted in a request to derive a public version of it,
which prolonged my contact by a month and was a wonderful recogni-
tion for the usefulness of the document.

A few days later, a group of 30 Philips sustainable innovation practi-
tioners gathered to form the seed of the sustainable innovation community

of practice. This was in line with the new Philips training philosophy of



EMBODYING — CORPORATE VISION 177

building communities of practice’” for experienced practitioners to accelerate
knowledge diffusion and expertise development. This also inspired internal
network building for core activities with the aim of increasing the effective-
ness of leveraging collective intelligence. The Sustainable Innovation paper
was distributed to all participants with the invitation to work through the
workbook and proactively start to inspire sustainable innovation conversa-

tion in the participant’s direct work environment.

Closing the loop: exploring trust

End 2010 I had received notice about a special event. The leadership
consultancy that we had involved in the facilitation of the sustainability
strategy workshop 5 years earlier was holding a two and a half-day work-
shop dedicated to the theme #russ, my personal theme in that first year
of my sustainable innovation assignment. That could not be a coinci-
dence. I participated. One exercise stood out. It focused on the link
between capability and consciousness development. We went into a
sports hall and were invited to try a new type of sports, one we are un-
familiar with.

Being rather small and not at all a good ball player I chose basket-
ball. Initially my pitches reached the basket surprisingly often. Of course
I liked that. Then I became ambitious. Suddenly the failure rate went
up. Why? I looked around, talked to a few other participants and real-
ized we all had similar experiences. What was going on? The facilitator
introduced the second two steps of a four-step model of capability de-
velopment that can also be used as a model to change behavior or devel-

op professionalism:

1. Unconscious incompetence: In this stage we tend to be playful, just
give things a try, and often our body somehow knows what to do.
We are surprisingly successful.

2. Conscious incompetence: In this stage our mind and willpower
comes into play and we start to want to be successful. The rational
mind and willpower tend to use abstract symbols like words or
numbers. We do not playfully trust our body any more, yet try to

control it. Success rates decrease and failure frustrates us.
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Then the facilitator invited us to look at a few photos and identify
one that visualized what we were trying to achieve. I chose a jumping
dolphine, imagining that the basketball was the dolphin’s mouth. More
attempts to pitch the ball in the basket followed and I witnessed that my
success rate went up in line with my concentration on the dolphin

jump.

3. Conscious competence: In this stage we consciously use our imagina-
tion and visualization capacity to learn the new capability and prac-
tice, practice, practice. In a consequence success rates increase again.

4. Unconscious competence: In this stage the new capability is fully

embodied. We can be playful again.

I realized that this phenomenon does not only apply to an individu-
al’s capability development or behavior change, but also to collective
capability development and culture change. Wasn’t this what my col-
league from the innovation excellence team had pointed to when we
discussed the building of a community of practice for sustainability-
driven innovation? He had introduced the new training philosophy that
built on different types of training for employees at different levels of
maturity in this area. A community of practice would offer capability
development space for people on stages three and four.

When I had realized that, I remembered another special moment of
that conversation. He had asked me what the new insights were, that I
wanted to share with the experienced practitioners. “The workshop
participants will experience the benefits of the TNS FSSD with special
focus on the third and fourth level: strategy and action. Levels one—the
global challenges Philips wants to address, and two - Philips’ vision — are
clear now,” I answered (see Figure 5.3). “And they will receive the Sus-
tainable Innovation workbook.”—“That sounds useful, he replied. And
what are your key messages in the workbook?” I initially got stuck. I
realized that for me in the meantime sustainability “jargon” and all the
new mental models, the L-sheet, the innovation framework, and the 4P
model, had become very familiar. I felt that I needed to make a decision.
What was really the key insight for me? “Well” I said, “I guess it is the

addition of a fourth ‘P,” the individual person—you or me—to the triple
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bottom line idea.” I took a pen and draw the figure with the four circles
on the white board (see Figure 5.12, third graphic). He looked at it
surprised. “The triple bottom line is represented by the overlapping
circles...,” he mentioned. “Where have they gone?”—“Almost 10 years
ago scientists suggested an alternative model: the nested circles. The
overlapping circles could lead to the assumption that there can be trade-
offs. At the most extreme such a model suggests that financial (econom-
ic) capital can replace or substitute for natural resources. So they divert
us from the real questions that lead to sustainable development such as:
what is the true nature of human society? How can business enable
human well-being? How are decisions made and in whose interest and
benefit? The nested model portrays the interdependencies between
economy, society, and environment more accurately. The economy
depends on society and the environment. And nature will continue to
exist without humanity and human activity. In my view, though there is
an important circle missing: the individual. There are no “system deci-
sions.” We need to finally start taking personal responsibility and stop
hiding behind roles and systems. I had finished my explanation. Some
of the, in the meantime, well-familiar silence came up. Then a big smile
became visible and I heard him say: “That makes sense. You seem to
have understood it deeply. You used the time well. Now, please be pa-
tient with us. We have a different starting point. We need to learn all

this step by step...”

I came back strengthened, full of confidence about the foundation
we had built, trust in the capacity and passion of those colleagues who
would take over the baton, and an emerging excitement for new oppor-

tunities.

I had the impression that I had followed the path of new capability
development that I had begun with the “5 minutes silence” of 10 years
ago. Which new capability had I developed? I had worked at the fuzzy
front end of innovation for over a decade, but what I had done was not
rooted in technology, it all started with my statement, “I am a people
person.” My science education had been a pre-requisite for success. It
had provided me with a certain way of thinking, a special world view

and the expert language of technology. I had received a lot of trust from
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my management to explore new innovation themes and to find ways to
make them actionable. Doing so, I had worked in and with many differ-
ent departments at Philips and many experts representing a broad varie-
ty of knowledge fields externally.

I had expanded the trust in myself, had become ever more conscious
of what works and what does not. But I was not yet ready to find the
right words to express my intuitions. I had the impression that intuition
is rooted in experience before taking root in consciousness. How could
this help me to find a way to respond to the lack of confidence, the lack
of pioneering spirit, and the lack of trust that innovating for sustainable
development is a possible and worthwhile journey? How could the lack
of collective confidence, this core challenge that had surfaced during the
Vision 2050 deployment sessions be addressed?

Especially when exploring sustainable development as innovation
driver I had engaged with a broad variety of stakeholder groups. This, in
combination with my experiences of working with multi-disciplinary
teams at Philips led to the following idea: we are currenty confronted
with a “Tower of Babel 2.0” situation. While until a few decades ago
language barriers mainly were linked to geographical location or “physical
space” (English, German, French, Chinese, Arabic,...), nowadays —rapidly
accelerating through the diffusion of digital communication technologies—
we are confronted with new language barriers linked to expertise or
knowledge fields or “mind-space”. I more and more wondered: how can
effective communication between all these experts been established? Who
can take the translator role for “mind-space” languages? And I realized
that I had fulfilled such a translator role in recent years. I had built quite a

few bridges between formerly separated functions and stakeholder groups.

Tips and tricks for sense making (12)

Peaple with solid experiences in different knowledge fields

and / or stakeholder groups can be credible translators in the mind-
space and / or effective bridge-builders between different expertise
and experience worlds.

Finally I realized that the closing phase of my assignment had a lot
in common with the letting go of children when they “fly the parental
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nest”. Ic’s then the parent’s duty to trust that they’ll find their way,
equipped with all the roots their parents have established and the seeds
that got planted during their childhood. This analogy helped me a lot in
getting my “ego” out of the way, this voice that demands acknowledg-
ment and recognition. Mothers do not expect recognition from their
kids. They gain energy from witnessing them flourish. I lived through

that experience in my private life in parallel.

A surprising “good-bye”

Almost before I became aware of it, the day of my departure arrived and
I experienced a very acknowledging and sincere farewell dinner receiving
a unique present. You might recall that my “hidden agenda” at the start
of my sustainability assignment had been to “find ways to strengthen or
bring back soul” to the workplace. The sustainability stones had been
my metaphor for that, although I had positioned them differently em-
bracing the culture of Philips Research rooted in scientific thinking and
more related to numbers than symbols or metaphors. Since the an-
nouncement of the closure of the Aachen lab mid-2009, it had been
hard to proactively work on this agenda and only incidentally had op-
portunities opened to bring the stones into play. I had prepared my
farewell speech along the lines of leaving with one smiling eye, being
proud of the results achieved in common, and one crying eye: being sad
to see that my hidden agenda unfortunately did not work out. This
speech was never said. Right before the word was given to me I received
a basket of farewell stones from my colleagues. They had put their wish-
es and perspectives about me on them asking me to remember them
well. Everyone had brought their own stones to the dinner, sharing with
each other why they had chosen their word and how the stone had ac-

companied them in previous years.
Soul was present!

With this impression and immense gratitude for having received
both the space and the trust to do amazing work, I left Philips after
16 years.
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Main Transition Step in 2011: The exploration and pioneering phase
of sustainability-driven innovation came to an end. The journey insights
were consolidated into a series of strategy documents, the new task set
was institutionalized through the establishment of a Research Sustaina-
bility Board that was connected to the CSO and the initiation of a
Philips wide community of practice.

Pe
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Not yet here, not there; - - . I am one of those who think
what can I say? [ am in Trlnl:giits like Nobel, that humanity
transition right now! 5011 will draw more good than evil

§ from new discoveries.

(Marie Curie)



CHAPTER 6

Arrival Points

6.1 Every End Is a Beginning

At the beginning of April, the new CEO had officially taken over his
role. He fully embraced the outcomes of the “sustainability-driven

innovation exploration journey,” which can be summarized by mid-
2011 as:

» Around 12,000 people (about 10 percent of the employee
base) had been involved globally.

»  All employees had been in touch with the topic of
sustainability as a business and innovation driver via a set of
specific questions in the employee engagement surveys of
2009 and 2010.

»  An easy-to-tell story capturing the long-term Philips
sustainability ambitions had been developed. It linked the
company’s history of social engagement and environmental
responsibility with the insights of the “L-sheet.”

e Two corporate sustainability programs including
innovation as a key lever had been launched: EcoVision 4
introducing green innovation and EcoVision 5 shifting to
social and green leading key performance indicators (KPIs).

e A variety of new sustainability-embracing innovation
methods had been successfully tested and led to first
product, service, market, and business model innovations.

»  Dhilips leadership in sustainability was consistently
recognized by multiple external parties.

» Internal innovation processes were enriched with green and
social criteria.

o Sustainability and annual reporting had been integrated.
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At the end of 2011, the new Philips CEO invited his “top 600” to a
jam session about the Philips’ vision and ambitions. The lively and at
times quite controversial dialog was consolidated in Vision 2012: Ar
Philips, we strive to make the world healthier and more sustainable

through innovation. Our goal is to improve the lives of 3 billion people a

year by 2025,

Accordingly, the EcoVision commitments were adjusted (Table 6.1).

Table 6.1 EcoVision programs

EcoVision 4
(Launched in 2007):
By 2012 we will ...

EcoVision 5
(Launched in 2010):
By 2015 we will ...

EcoVision
Commitments
(Launched in 2012):
By 2015 we will ...

Double total revenues from
Green Products to 30%

Bring care to more than
500 million people

Improve people’s lives:

2 billion lives a year by
2015

3 billion lives a year by 2025

Double investment in Green
Innovation to EUR 1 billion

Improve the energy
efficiency of our overall

Improving energy efficiency
of Philips products: 50%

cumulative portfolio by 50% improvement for the
average total portfolio
compared to 2009

Improve our operational Double the global Closing the materials loop.

energy efficiency by 25%
and reduce CO; emissions
by 25%

collection and recycling
amounts of our products, as
well as the amount of
recycled materials in our

products

Double global collection,
recycling amounts, and
recycled materials in
products compared to 2009

And what has happened since then?

In 2013, Philips engaged in a strategic partnership with the Ellen

McArthur foundation to strengthen its contributions on the pathway to

a Circular Economy.

In September 2014, a tough decision was announced: Philips

intended to merge its Consumer Lifestyle and Healthcare business

sectors to form one company, and to establish Philips Lighting as an

independent firm.

The future will show where this journey ends...
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6.2 What Were My Final Steps?

I had worked until the last day to finish the external version of the
Sustainable Innovation paper. I was tired and impressed about the
density of events during the last months of my employment. And I had
received a set of invitations to talk about sustainable innovation in
Brussels at the European Union, in Copenhagen at Novo Nordic, and
in San Francisco at the Green Biz conference. I was surprised to receive
these invitations on a personal note, despite the fact that I was no longer
representing the Dutch multinational.

The conference in San Francisco' happened at the beginning of
October. It offered me an amazing opportunity to reflect: It was close
enough to my departure that I was still deeply emerged in the Philips
journey, still felc part of it ... and it was long enough ago, that my
emotions had settled and I could share experiences with equanimity and
difficulties with appreciative honesty.

I was able to verbalize that I could lead disruptive change because I
had experienced disruption in my own life. Reflecting on them as part
of my personal mastery journey I had been able to develop an intuition
to “navigate disruptive waters” that goes beyond intellectual concepts
and theory. I had realized that we nowadays have access to an
abundance of scientific insights and theories that offer mental models
and a language for complex phenomena (which often in its true
meaning is only understood by experts). However, it is the intrinsic
nature of theories and models that they are generalizations and/or
simplifications. They are a result of pattern recognition. Reality always is
more complex than our idea of it. Meaningful decision making and
action takes place in a specific context. Experience is required to identify
which patterns occur and consequently which of the many theoretical
concepts and related language make sense to characterize a unique
situation. And these appropriate concepts might be found in different
disciplines: reality does not conform to humanity’s categorization. In
addition I had discovered that meaning is revealed in human interaction
and relationships. Only through generative, non-judgmental dialog
different perspectives on a problem or opportunity can be integrated to
a shared view, which is the prerequisite to grow beyond the fear of not-

knowing and align will power towards co-creation.
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This insight had been the essence of my wake-up call, back in
December 2000. It had been a feeling then, far from being expressible in

language. Nowadays I am able to do so.

I was asked what would be the one key piece of advice I would give

people to move towards innovation for sustainable development.
“Dare to reconnect to being human”

I heard myself answer. “And what are you going to do next?”—*I
want to help people and organizations to transform their (scary)
disruption zones into (rewarding) transition zones and find their way to
living well.” It was very clear to me, building on my experience, I
wanted to help people and organizations to develop confidence in the
possibility of Vision 2050 and focus their will power to engage in the
massive transformation that’s required to get there. I knew this was not
a technological question, rather a fundamentally human one, one of
individual self-awareness and cultural (collective consciousness)
development.

In order to do that I fele I first needed to consciously go the next
steps through my personal transformation. I knew it would be a
complex and deep development, one that would bring me back to my
fundamental personal values and worldview. I needed to find a new
answer to the question: what does “living well” mean to me? I promised
myself to allow me to take as much time as it takes, trusting that life will
guide me. That felt a bit scary and at the same time deeply appropriate.
This would help me to broaden my intuition to the level that’s required

to guide the way through complexity later. In other words:

I wanted to slow down to speed up!



CHAPTER 7

Outlook

At this point I thank you, dear reader, for your interest in the journey

described in this book.

I wonder what you might think about what you read:

Did it make sense to you, maybe even enrich you?

Are you going to do things differently in future?

Have some new questions emerged?

I like to take the opportunity to share some ideas and questions that

have emerged for me...

Since I left Philips, life has offered me a broad variety of experiences that

have allowed me to

e expand my perspective on life, to complement my
worldview (Table 7.1);

e engage with my hometown community and explore some

fundaments of current societies by expanding my

understanding of history, sociology, art, and philosophy;

Table 7.1 Worldview characteristics

Not only “Modernity”

Linearity of time: time is an

arrow, chronos

(Historical) determinism leading
to the idea of predictability,
security, and expectations;
allowing simplification through
fragmentation

... Building on
strength
Creating

the future...

But also ... Worldview:
“«77»

Flow of time and evolution:
constant movement between
chronos, kairos, and thythm

Entanglement and connectedness
leading to the idea of probability,
complexity, and diversity;
acknowledged through system
thinking
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e experience what it means to work as an independent expert:
o not being part of a big, well-recognized money-making
machine offering “security” in terms of personal
identity via my professional role;
o not living in economic resilience via a safe salary;
not being a well embedded part of a big community;
not having access to a well maintained physical context
providing, for example, an IT infrastructure and a
workplace; and
e accompany friends and family members through life-

threatening diseases, witness death, and healing.

Just a few weeks ago, I created a new visual that enables me to capture
the essence of all these experiences. It feels like a next step in the evolution
of mental models that are useful to communicate effectively about the
complex endeavor of sustainability-driven innovation (Figure 7.1).

Here is a brief sketch of my line of thought. It builds on a set of

starting assumptions:

e Humanity and its development are part of a large
evolutionary process.

e The distinctions of “body, mind, and soul” are useful in
capturing very different dimensions of life.

e  Every person in principle has the capacity to develop self-
awareness. Different meditation techniques can guide the
way. Many share the view that the “self” is the “observer” of
reality, witnessing their own body signals, emotions, and
thought processes as well as the interactions between these
phenomena.

e Body, mind, and soul can be associated with different types
of “time logic” and have different “roles”:

o The body follows rhythm. It wants to be cared for. It
allows us to sense, thus connecting us to physical

reality. Its expressions are activity and movement.
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o The mind follows chronos. It wants to be used to analyze,
understand, and make sense. It allows us to respond
appropriately (e.g., by consciously overruling instinctive
reactions). Its expressions are thoughts in language.

o The soul follows kairos. It wants to be acknowledged. It
allows us to embrace complexity and meaning. Its

expressions are emotions and intuition.

“radically different
\ mentalmodel

radically different
mental model

Figure 7.1 Evolution of mental models to communicate about
sustainability-driven innovation

What if...

. it would be appropriate to associate “planet (nature)”
with the body, “people (culture)” with the soul, and “profit

(economy)” with the mind?
What if...

... the essence of innovation for sustainable development is
the creation of a resilient balance of body, mind, and soul, a

constant dance of thythm, chronos, and kairos?
What if...

... the pathway to get there is the development of personal

self-awareness?

I do not have the answers to these questions yet. I do not even know
if the questions are phrased properly and really useful to find ways to
bridge the collective confidence gap with respect to the possibility of
Vision 2050.
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However, I experienced one of these rare epiphany moments when
the drawing emerged and therefore I share it with you here and now in
the middle of my current twin-path journey, one that is not yet ready to

be shared in this travel report....



TRANSITION TIME

Transition time
Dealing with the unknown
Doubts come
And you better
Let them go
QUICKLY!

Transition time
Fighting with your legacy
Frustrations emerge
And you better
Face them

HONESTLY!

Transition time
Being on your own
Loneliness appears

And you better

Appreciate it
FULLY!

Transition time
Longing for the opportunity
Visions shape
And you better
Work on them
PASSIONATELY!

Transition time
Trusting in a better future
Confidence grows
And you better
Go with the flow
CONSCIOUSLY!

Transition time
Arriving at that other place
Satisfaction forms
And you better
Enjoy this feeling
DEEPLY!

... to prepare yourself
For the next
ROUND
since:

It seems that
LIFE

Is a continuous

TRANSITION TIME

(D. Ernst, 2009)






AP
BG
BRIC

CC
c2C

CDL
CE
CEO
CFL

CL
CMO
CRE
CSO (1)
CSO (2)
CT

CTO
DDP
EUDI
EF
FSSD
HDI
GEC
GDMM
GSM
GOAL
GRI
HR
HTC
ICSE
IIED
ILO

P

IUCN
ISO 14000
KPI

Acronyms

Atmosphere Provider

Business Group

Brazil, Russia, India, China: the four biggest “emerging
economies”

Climate Change

Cradle to Cradle, a closed production and consumption
pattern

Central Development Lamps (earlier Lighting)
Consumer Electronics

Chief Executive Officer

Compact Fluorescent Lamp

Consumer Lifestyle

Chief Marketing Officer

Corporate Research Exhibition (at Philips)

Chief Strategy Officer

Corporate Sustainability Office

Computer Tomography, an imaging method mainly for
medical applications

Chief Technology Officer

Dialogue Decision Process

End-User-Driven Innovation process

Environmental Footprint

Framework for Strategic Sustainable Development
Human Development Index

Green Economy Coalition

Global Development Manager Meeting

Global Strategic Marketing

Global Organization for Applications in Lighting
Global Reporting Initiative

Human Resources

High Tech Campus

International Centre for Sustainability Excellence
International Institute for Environment and Development
International Labour Organization

Intellectual Property (patents, licenses, standards, and
product rights)

International Union for the Conversation of Nature
Quality Standards for Environmental Management
Key Performance Indicator



194 ACRONYMS

LEAD int.

LED
L-sheet

MEA
MNC
NBC
NGO
PCP
PD
PLEC
R&D
RMT
SAM

SB
TBL
TMM
TNS
TRIZ

TTLF
UN
[SN)

WBSCD
WHO
WWEF

An educational organization for leaders for sustainable
development

Light Emitting Diode, semiconductor-based light course
Mapping of HDI versus EF taken from WWF Living Planet
Report, 2006

Millennium Eco-System Assessment

Multinational Corporation

New Business Creation

Nongovernmental Organization

Product Creation Process

Product Division

Philips Lighting Executive Committee

Research and Development

Research Management Team

RobecoSAM: investment specialist focused exclusively on
Sustainability Investing

Sustainability Board

Triple Bottom Line (also 3P = planet, people, profit)
Technology Manager Meeting

The Natural Step

theory of the resolution of invention-related tasks (originally
Russian)

Think the Lighting Future

United Nations

Unique Selling Proposition

Value Proposition House

World Business Council for Sustainable Development
World Health Organization

World Wildlife Fund



Glossary

Backcasting: Starts with defining a desirable future and then works backward
to identify policies and programs that will connect the future to the present.
The fundamental backcasting question is: “if we want to reach a certain goal,
what actions must be taken to get there?”

Biomimicry: (or biomimetics) Is the imitation of the models, systems, and
elements of nature for the purpose of solving complex human problems.

Butterfly effect: In chaos theory, the butterfly effect is the sensitive dependence
on initial conditions in which a small change in one state of a deterministic
nonlinear system can result in large differences in a later state.

Care cycle: Philips introduced the care cycle model to describe the different stages a
patient follows within the healthcare system. The six stages are prevention, screen-
ing, diagnosis, treatment, disease management, and surveillance.

Cradle to cradle: Closed-loop production and consumption pattern, with two
“nutrient circles,” the circle of the “bio-nutrients,” and the circle of the “tech-
nical nutrients.”

Cradle to grave: Linear production and consumption pattern.
Chronos: The linear flow of time used for planning.

Concept car: The notion of “concept car” was used to explain the outcome of the
idea development phase: visuals or 3-D objects that enable users to stretch their
imagination beyond the existing functionality to future possibility. This is a power-
ful way to inspire new customer desire and create a “memory of the future.” The car
industry has done this since 1938 with the Buick Y-Job, the first concept car.

Dauphin NGO: A metaphorical expression for a NGO that acts in a coopera-
tive way, for example, via knowledge sharing, for example, WWE.

Design thinking: Is a product creation process that initially focuses on need find-
ing and understanding. Then appropriate functionality and solution ideas are
created and tested. At the core of this process is a “dialogue” between creation and
test: by creating and then testing with potential users, continuous appropriate
improvement is safeguarded.

Eco-design: Is a product innovation process putting special attention on the envi-
ronmental impacts of the product during its whole lifecycle. In a life cycle assess-
ment, the life cycle of a product is usually divided into procurement, manufacture,
use, and disposal.

EcoVision programs: Name of corporate (initially environmental, later) sus-
tainability programs at Philips. The first EcoVision program was launched
1998.
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Forecasting: Is the process of predicting the future based on current trend analysis.

(Philips) Green Product: (in 2007) Green products were characterized by sig-
nificant performance improvements along at least one of the six green focal
areas: energy efficiency, packaging, hazardous substances, weight, recycling and
disposal, and lifetime reliability. The entire life cycle was considered.

High design: According to Philips Design, High Design is an integrated ap-
proach, incorporating all of the traditional design skills, plus all of the new de-
sign—related skills needed to respond to the complexity and challenges of the
present and the future. It is a practical approach to design that helps to create
commercially successful products and solutions that support people in accom-
plishing and experiencing things in natural, intuitive ways.

Kairos: The opportune time and/or place, the right or appropriate time to say
or do the right or appropriate thing.

Lagging KPI: Lagging indicators measure relative improvements against a his-
toric start value, for example, 10 percent less water use in production with base:
water consumption in year 2000.

Leading KPI: Leading indicators point into the future and measure the steps
that are made to close the gap between the current situation and the desired end
goal, for example, all use material is part of closed material streams in 2030.

Lock-in effect: Is a situation in which individuals, groups, or organizations
stick to familiar behavior, technical solution, belief, and so on—sometimes even
despite the realization that this is inappropriate—because the (emotional or
financial) cost of change is so high that it is more beneficial to stick to the old
approach.

Rebound effect: (or take-back effect) Is the reduction in expected gains from
new technologies that increase the efficiency of resource use, because of behav-
ioral or other systemic responses. These responses usually tend to offset the ben-
eficial effects of the new technology or other measures taken.

Rhythm: The time logic of nature and biological systems (in discrimination
from technical systems that normally follow a chronos logic), rhythm of the
moon, the rhythm of day and night, and the rhythms of the season over the
year.

Scenario approach: (or scenario planning) Is a strategic planning method that
some organizations use to make flexible long-term plans. It may involve aspects
of systems thinking, specifically the recognition that many factors may combine
in complex ways to create sometime surprising futures (due to nonlinear feed-
back loops). The method also allows the inclusion of factors that are difficult to
formalize, such as novel insights about the future, deep shifts in values, unprec-
edented regulations, or inventions. Dynamic scenarios are built when systems
thinking is used in conjunction with scenario planning. This leads to plausible
scenario story lines because the causal relationship between factors can be
demonstrated.
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Shark NGO: A metaphorical expression for a NGO that creates attention for
problems through polarizing activism and radical campaigns, for example,
Greenpeace.

(Economic) Sustainability: Describes strategies that make it possible to use
available resources both efficient and responsible to their best advantage. In the
case of a business operation, it calls for using resources such that the business on
the long term consistently stays profitable.

Sustainable development (SD): Is a process for meeting human development
goals while maintaining the ability of natural systems to continue to provide the
natural resources and ecosystem services upon which the economy and society
depend. While the modern concept of sustainable development is derived most
strongly from the 1987 Brundtland Report, it is rooted in earlier ideas about
sustainable forest management and 20th-century environmental concerns.

Systems thinking: Is the process of understanding how the different parts that
constitute a system influence one another within a complete entity, or larger
system. In nature, systems thinking examples include ecosystems in which vari-
ous elements such as air, water, movement, plants, and animals work together
to survive or perish. In organizations, systems consist of people, structures, and
processes that work together to make an organization “healthy” or “unhealthy,”
which has its roots in the General Systems Theory that was advanced by Ludwig
von Bertalanffy in 1940s. In recent decades, systems thinking has emerged as a
problem-solving approach. Systems science argues that the only way to fully
understand why a problem occurs and persists is to understand the parts in
relation to the whole. Standing in contrast to Descartes' scientific reductionism
and philosophical analysis, it proposes to view systems in a holistic manner.

Transformational change: Is the last step of the evolution of products accord-
ing to J. Pine and J. Gilmore. The different product evolutions steps are: com-
modity, good, service, experience, and transformation.

TRIZ: Is a problem-solving, analysis, and forecasting tool derived from the
study of patterns of invention in the global patent literature.

Triple bottom line: Is an accounting framework with three parts: people =
social, planet = environmental (or ecological), and profit = financial—the three
pillars of sustainability. The term was coined by John Elkington in 1994.

Twin-path of leadership: A twin-path is the aligned journey of personal mastery
and impactful action in the world. It was introduced to me by Mac Macartney
(http://embercombe.org/explore-our-programmes/personal-development/the-
journey/)

Value proposition: Is the essence of the value proposition house (a tool used by
Philips Consumer Electronics). It’s the starting point to set up a business plan.
It’s not a product specification.

World café: Methodology is an effective and flexible format for hosting large-
group dialog.
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Sometimes the phase 1453-1789 is added under the notion of “early
modernity.”

See http://www.research.philips.com/successes/history.html for a brief video
background, http://www.philips.com/about/company/history/ for the com-
pany’s history.

See e.g., Meadows, D.L.: Die Grenzen des Wachstums, dav informativ, 1972.
See http://www.philips.com/about/company/missionandvisionvaluesandstrategy
/index.page

See http://www.un-documents.net/weed-ocf.htm

Dual career ladders are an extension to the traditional career ladder allow-
ing employees to be promoted along either a supervisory or technical track.
They have become common in the engineering, scientific, and medical in-
dustries where valuable employees have particular technical skills but may

not be inclined to pursue a management career path.
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Christensen, C.M.: The Innovator’s Dilemma, Harvard Business School
Press, Boston, 1997.

Matheson, D., Matheson, J.: The Smart Organization, Harvard Business
School Press, Boston, 1998.
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Marzano, S.: Creating Value by Design, Lund Humphries Publishers,
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See e.g. Van Hippel, E.: Democratizing Innovation, MIT Press, Cam-

bridge M.A., 2005.

In mathematics, a self-similar object is exactly or approximately similar to

a part of itself (i.e. the whole has the same shape as one or more of the

parts). Many objects in the real world, such as coastlines, are statistically

self-similar: parts of them show the same statistical properties at many

scales. Self-similarity is a typical property of fractals. The Mandelbrot set is

also self-similar around Misiurewicz points. See en.wikipedia.org/wiki/

Mandelbrot_set and en.wikipedia.org/wiki/Self-similarity

All personal journey insights are written by the author, while organiza-

tional journey insights are quotes.

Nowadays this is managed under the notion of ‘diversity and inclusion’.

Bruce Tuckman, a psychologist had developed a model for group devel-

opment in four phases: forming, storming, norming, and performing; see

e.g., Tuckman, B.: Developmental sequence in small groups. Psychologi-

cal Bulletin 63 (6): 384-99, 1965.

The “not invented here” syndrome was a quite common phenomenon in

companies with a strong technology driven cultures where inventors used

to be corporate “heroes” as long as market were not saturated. At Philips

Lighting at the end of the 20th century a CEO coined the slogan “proudly

found elsewhere” to stimulate alternative behavior.

See e.g., Rogers, E.M.: Diffusion of Innovations, Free Press, Glencoe,

1962 or https://en.wikipedia.org/wiki/Diffusion_of_innovations

The original graph introduces different user groups: innovators: single

events, early adopters: trends, request, early majority: public request, im-

plicit needs, late majority: explicit and served needs, laggards: latent needs.

The notions are also used by G. Moore in his book: Crossing the Chasm,

Harper Business Book, New York, 2002.

See De Bono, E.: Serious Creativity: Using the Power of Lateral Thinking

to Create New Ideas. Harper Business Book, New York, 1992.
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See Matheson & Matheson: The smart organization. The challenge of
strategic decision making is the high level of uncertainty accompanied by
long feed-back times. In order to manage this, the DDP suggests to ensure
high-quality decisions through step-wisely reducing a consciously defined
set of “uncertainties” through the decision preparation team that stays in
regular contact with the decision makers. Progress is visualized using a
multidimensional spider diagram.

For example, entire market (either national: German, Dutch, United
States, or application related: street lighting, shop lighting, home lighting)
versus technology (producing glass vessels for lamps) or product category
(halogen lamp). Top management also has to consider corporate and
stock-market politics, which are not actively dealt with on the shop floor.
Depth of time is one of the seven human mental senses—in distinction to the
physical senses: tasting, smelling, hearing, seeing, touching—as introduced
by Pierre Theillard de Chardin in his book: Der Mensch im Kosmos, 5.
Auflage, DTV, 1989 (originally published as “le phenomene humane” in
1955). The others are size, number, proposition, quality of newness,
movement, and vividness/organic.

The notion of transformational change and innovation was used leverag-
ing the ideas of Pine, J. and Gilmore, J.: The Experience Economy, Har-
vard Business School Press, Boston, 1999.

See De Bono, E.: Six Thinking Hats: An Essential Approach to Business
Management. Little, Brown, & Company, New York, 1985.

It might be interesting to realize that this can be seen as “Blue Ocean
Strategy.” The respective book by W. Chan Kim and Renée Mauborgne
was published 3 years later in 2005.

Chapter 3

The bigger picture reference: Aarts, E. and Marzano, S.: The New Every-
day, 010 Publishers, Rotterdam, 2003.

In essence this was the merging of the traditional technology-driven prod-
uct with Philips Design’s High Design process towards a single, multidis-
ciplinary approach. This way Philips’ traditional marketing weakness
should be overcome.

For example, a kitchen in many families is a multipurpose room: a work-space,
a space to socialize, children often do their homework there... all these activi-
ties ask for different light settings, for cooking bright homogenous white light

is appropriate, for socializing softer light might be more beneficial.
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A value proposition can be developed on different abstraction levels: ge-
neric propositions capture the general positioning of the firm or product
categories, the target then is the “market.” Specific value propositions are
rooted in a deep understanding of the customer needs and form the basis
for concrete product development.

Bigger picture reference: Prahalad, C.K.: The Fortune at the Bottom of
the Pyramid, Wharton School Publishing, Upper Saddle River, NJ, 2004.
See Parolini, C.: The Value Net, Wiley, Chichester, West Sussex, 1999.
Bigger picture reference: Hart, S.: Capitalism at the Cross-Roads, Whar-
ton School Publishing, Upper Saddle River, NJ, 2005.

An in-depth teaching case focusing on the Light Embedded in Furniture
project has been published: http://www.innovation-portal.info/wp-

content/uploads/Philips.pdf

Chapter 4

Bigger picture references:

Carson, R.: Silent Spring. Mariner Books, 2002, 1st. Pub., Houghton
Mifflin, Boston, 1962.

Schumacher, E.F.: Small Is Beautiful: Die Riickkehr zum menschlichen Maf3,
original 1973; here used: 3. Auflage, Stiftung Okologie & Landbau, Bad
Diirkheim, 2001

Al Gore: An inconvenient truth, 2006, see https://en.wikipedia.org/wiki/
An_Inconvenient_Truth

Stern, N.: The Stern Review: The Economics of Climate Change, Cambridge
University Press, Cambridge UK, 2007.

The butterfly effect is the sensitive dependence on initial conditions in

which a small change in one state of a deterministic nonlinear system can re-

sult in large differences in a later state. The name of the effect, coined by

Edward Lorenz, is derived from the metaphorical example of the details of a

hurricane (exact time of formation, exact path taken) being influenced by

minor perturbations such as the flapping of the wings of a distant butterfly
several weeks earlier. See http://en.wikipedia.org/wiki/Butterfly_effect

At that time the news almost daily announced the closing of production sites

including laying-off of hundreds of people in Germany due to strategic deci-

sions elsewhere.

While writing this text I realize that doing so I unconsciously leverage my

science education, applying it to a different context. In my understanding

science is in essence a three-step approach: (a) careful observation of
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current reality guided by a clear question, (b) finding a model/theory that
enables the recognition of patterns and generalizations, (c) validation of
the model or generalization through experiments or further data collec-
tion, staying open for falsification.

Brown, J.; Isaacs, D.: The World Café — Shaping Our World through Con-
versations That Matter, Berret-Koehler Publishers, San Francisco, 2005.

This means here: the attitude of “there is no wrong question or issue” was
consequently handled; support given to find an appropriate answer, wher-
ever it might be in the company.

Dialog as a creative and generative process at the fuzzy front-end of
knowledge development has been deeply described by David Bohm, see
e.g., Bohm, D.: On Dialog. Routledge, New York, 1996. The six dialog
skills mentioned are derived from his findings.

See http://www.lead.org/

See WWTF, Living Planet Report, 2006, hetp://d20uvy59p0dg6k.cloudfront.
net/downloads/living_planet_report.pdf

The Environmental Footprint is a metric developed by the Global Footprint
Network.

All personal journey insights are written by the author, while organizational
journey insights are quotes.

I call a haiku, tanka, or elfje essence poetry as the writer needs to express
his/her thought in a very limited number of syllables.

Green, J.: Democratizing the Future, 2007, http://www.design.philips
.com/shared/assets/Downloadablefile/democratizing-the-future-14324.pdf
See e.g. Elkington, J.: Cannibals with Forks, Oxford (UK), Capstone, 1997.
See e.g. Giddings, B., Hopwood, B.; O’Brien, G.: Environment, Economy
and Society — Fitting Them Together in Sustainable Development, Wiley
Interscience, Hoboken NJ, 2002.

Since September2008 the framework incl. the disruption border was discussed
in the broader Philips Research & Sustainability community. Lehman Broth-
ers’ bankruptcy happened on September 15...what a coincidence in terms of
DISRUPTIONS ;-)

IUCN is the representative of the world at the United Nations. See more
http://www.iucn.org/

See Adams, W.M.; Jeanrenaud, S.J.: Transition to Sustainability: Towards
a Humane and Diverse World, [IUCN, Gland, Switzerland, 2008.

Benyus, J.M.: Biomimicry, William Morrow Publisher, New York 1998.
All personal journey insights are written by the author, while organiza-

tional journey insights are quotes.
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Chapter 5

See Shell, Energy Scenarios 2050, launched 2008, http://www.shell.com/
global/future-energy/scenarios/2050.html#textwithimage_4

See e.g. WBCSD, Exploring Sustainable Development, launched 1997,
http://www.whbcsd.org/pages/edocument/edocumentdetails.aspx?id=143
See more www.greeneconomycoalition.org

Jackson, T': Prosperity without Growth, 2009, http://www.sd-commission
.org.uk/publications.php?id=914

See e.g. https://en.wikipedia.org/wiki/Karpman_drama_triangle

See hetp://www.research.philips.com/technologies/woodstove.html

Hart, S., Simanis, E.: BoP Strategy, 2008, http://www.stuartlhart.com/
sites/stuartlhart.com/files/BoPProtocol2ndEdition2008_0.pdf

The phenomenon “cultural creatives” was researched by P.H. Ray and
S.R. Andrew and described in their book: The Cultural Creatives, Three
Rivers Press, New York, 2000.

Find more information, e.g. here http://www.braungart.com/en/content
/publications and McDonough, W., Braungart, M.: Cradle to Cradle,
North Point Press, New York, 2002.

See also WBCSD, Energy Efficient Buildings, Transforming the market,
launched 2009, http://www.whesd.org/transformingthemarketeeb.aspx  and
WBCSD, Energy Efficient Buildings, Facts and Trends - Summary, launched
2007, http://www.wbcsd.org/Pages/EDocument/EDocumentDetails.aspx?1D
=13559&NoSearchContextKey=true

System integration here means: the development of an integrated building
management solution combining, for example, lighting, air conditioning,
heating, blinds, etc.

McIntosh, A.: Hell and High Waters, Birlinn Limited, Edinburgh, 2008.
Both events are documented here http://bamboostones.net/website/ TLL
/bamboostones.php

See e.g.

http://www.youtube.com/watch?v=Rz4zmSj63KI,
http://www.youtube.com/watch?v=wAIY3eLiZhA,
http://www.youtube.com/watch?v=7Ura-g7mVijk,
http://www.youtube.com/watch?v=2Vc2T1P5QHw

See https://en.wikipedia.org/wiki/World_Without_Oil and
http://worldwithoutoil.org/

See also http://theonlinelearningcenter.com/schtml/ambient/ambient_vnr
/index.html

World Health Report: Health Systems-Improving Performance, 2000, see
htep://www.who.int/whr/2000/en/whr00_en.pdf?ua=1
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Snyder, G.: The Practice of the Wild, North Point Press, San Francisco, 1990.
In 2009 there were two organizations: the Biomimicry Guide offering
consultancy and the Biomimicry Institute offering education & trainings.
Today both are combined in Biomimicry 3.8.

See http://vanabbemuseum.nl/en/programme/detail/?tx_vabdisplay_pil%S5
Bptype%5D=248&tx_vabdisplay_pil%5Bproject%5D=548

See also https://en.wikipedia.org/wiki/The_Natural_Step and Robert, K.H.
et al.: Strategic Leadership towards Sustainability, Blekinge Institute of Tech-
nology, Karlskrona 2010.

Backcasting as an innovation approach is also known via Keeney, R.L.: Value
Focused Thinking, Harvard University Press, Cambridge MA, 1992.

Bigger picture reference: WEC, Redesigning Business Value, launched 2010
http://www3.weforum.org/docs/ WEF_RedesigningBusinessValue_Sustain
ableConsumption_Report_2010.pdf

A charette is a participatory dialogue process that helps a diverse group of
stakeholders to define a common goal.

See http://www.research.philips.com/focused/experiencelab.html

See also http://www.philips.com/about/sustainability/ourcommunities/simply
healthyatschools.page

Only a few examples are mentioned, this is not a comprehensive overview
of all the activities.

The development of an appropriate maturity metric for sustainability driv-
en innovation would be a very valuable piece of academic research

See https://en.wikipedia.org/wiki/TRIZ

This has been published in Seebode, D. et al.: Managing Innovation for
Sustainability, R&D Management 42 (3), 195-206, 2012.

See Chesbrough H.: Open Innovation, Harvard Business School Press,
Cambridge MA, 2003.

See also http://www.hightechcampus.com/news/article/phenomenon
_called_high_tech_campus/

See also http://www.philips-thecenter.org/

See also http://www.philips-thecenter.org/the-philips-global-index/ and
http://www.philips-thecenter.org/Meaningful-Innovation-Index/

See Seebode, D.: Sustainable Innovation, 2011, http://www.philips.com/
shared/assets/global/sustainability/downloads/sustainable_innovation_paper.pdf
Complementary learnings were captured in a series of teaching cases in 2013,
see http://www.innovation-portal.info/wp-content/uploads/Philips-Operational
-Optimization.pdf
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htep://www.innovation-portal.info/wp-content/uploads/Philips-Sustainability-
Journey.pdf
hetp://www.innovation-portal.info/wp-content/uploads/Philips-Systems-
Building.pdf

The concept community of practice was first proposed by cognitive anthropolo-
gists Jean Lave and Etenne Wenger in 1991. They often evolve naturally
because of the members’ common interest in a particular topic, or they can be
created specifically with the goal of gaining or quickly sharing knowledge. For

more details, see https://en.wikipedia.org/wiki/Community_of_practice

Chapter 6

See www.greenbiz.com/video/2011/10/16/dorothea-seebode-conversation-joel-
makower
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