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AREAS IN WHICH COMPANIES CAN INNOVATE TO BECOME
MORE SUSTAINABLE

Becoming more sustainable is a matter of protecting the planet - but not only.

It is also an opportunity for businesses to cut costs, optimise the use of their
human, material and financial resources and gain new customers that appreciate

a sustainable approach. But what are the concrete business functions in which
companies can innovate to become more sustainable? Luxinnovation has
developed this “sustainability framework” in order to provide an answer.

The objective was not to develop a new sustainability model, as many already exist,
but rather to select elements from the current sustainability frameworks that are
most relevant from a business perspective.
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Figure 1- Overview of the Luxinnovation Sustainability Framework
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Key concepts

@ sustainable Development Goals (SDGs): The Sustainable Development Goals - also known as the Global Goals - were
adopted by the United Nations in 2015 as a universal call to action to end poverty, protect the planet, and ensure that by 2030
all people enjoy peace and prosperity (United Nations' Development Programme, 2015).

@ sustainable development: Sustainable development has been defined as development that meets the needs of the present
without compromising the ability of future generations to meet their own needs (United Nations’ Sustainable Development
Agenda, 2015).

# Innovation: In the context of this document, we define innovation as the adoption of new or existing products or business
processes that differ significantly from what the firm offered or used previously (“new-to-firm”) (OECD Oslo Manual, 2018).
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Understanding sustainability

Sustainability is often associated with environmental protection, but this is far
from being its only dimension. To better understand the various facets of this
multidimensional concept, let’s start by looking at its foundational pillars and the
sustainable development goals defined by the United Nations.

Planet, people, prosperity: the “inner pillars”

All sustainability work is based on three fundamental pillars: planet, people and
prosperity (while this last pillar is sometimes called “profit”, we have retained
here “prosperity”, as it better reflects the ambition of a sustainable economy and
society). The UN’s 2030 Agenda for Sustainable Development defines them as
follows:

* Planet: "To protect the planet from degradation, including through sustainable
consumption and production, sustainably managing its natural resources and taking
urgent action on climate change, so that it can support the needs of the present
and future generations.”

* People: “To end poverty and hunger, in all their forms and dimensions, and to
ensure that all human beings can fulfil their potential in dignity and equality and in
a healthy environment.”

* Prosperity: "To ensure that all human beings can enjoy prosperous and fulfilling
lives and that economic, social and technological progress occurs in harmony with
nature.”

The three inner pillars are closely linked together. Protecting the planet is a
necessary requirement for ending poverty and hunger and ensuring that all people
can enjoy peace and prosperity.

From a business perspective, this means that a company cannot be fully sustainable
by focusing only on its environmental impact. The human resource dimension
(people), as well as ensuring economic prosperity are also key elements that need
to be taken into account.

People  Planet

Prosperity

SUSTAINABILITY FRAMEWORK

Figure 2- Planet, People, Prosperity: the three sustainability pillars
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Based on the three inner pillars, the 17 SDGs are the blueprint
to achieve a better and more sustainable future for all. They
range from the most urgent human needs such as no poverty,
zero hunger and good health and well-being to issues related to
education, gender equality and reduced inequalities.

GOOD HEALTH
AND WELL_BEING

The SDGs obviously include dimensions such as clean water,
clean energy and climate action, just as well as goals related to
economic growth, industry, innovation and infrastructure and
responsible consumption and production. They also comprise
peace, justice and strong institutions.
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Figure 3- The 17 United Nations’ Sustainable Development Goals
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Sustainability for companies

The step from the inner pillars and SDGs to the daily activities of most companies
can seem very long. We have therefore translated these high-level foundations into
concrete business functions where company executives can innovate in order to
make their businesses more sustainable. Based on currently available models, we
have also selected 25 sustainability topics that are relevant for companies to work
on and where they have most impact.

Business functions

Companies can innovate in all their activities in order to become more sustainable.
A review of different models for describing a business led to the identification of
the six following areas, where actions towards sustainability can be taken:

*Production of goods and services is the core business activity of manufacturing
and assembling companies as well as of companies producing different types of
services. This area focuses on how companies produce the goods or the services
they provide. Businesses could become more sustainable in this field of activity

by replacing fossil energy with renewable energies, reducing their greenhouse

gas emissions or enhancing their energy efficiency, for example. They could also
implement internet of things (IoT) systems to optimise the use of resources in their
production processes.

Support functions are all the internal ancillary activities that are carried out

by companies in order to enable or facilitate their core activities, such as R&D,
sales, marketing & communication, logistics, etc. Activities that can make support
functions more sustainable are, for example, the use of innovative materials for
compostable plastic packaging, the adoption of digital platforms to organise
sustainable events, or data-driven tools to support optimised logistics activities.

Production of
goods or
services

Company
infrastructure Support
(building, functions (R&D,

facilities, IT, marketing and
fleet, etc..) sales, etc..)

Strategy,
Purchase and governance,
procurement and compliance
Human
resources

SUSTAINABILITY FRAMEWORK

Figure 4- The six business areas where companies can take actions to become more sustainable
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*Strategy, governance, and compliance include the high-level planning and
processes that are used to manage companies in order to achieve their business
objectives. A higher level of sustainability in this area can be achieved by
integrating sustainability and CSR (Corporate Social Responsibility) into the
business’s mission, adopting a more sustainable approach to finance or obtaining a
sustainable label or certification, for instance.

*Human resources management is also a relevant field for sustainability. Actions
can include, for example, using Al-powered systems to remove bias in recruitment
processes, implementing innovative measures to ensure safety at work or to
guarantee equal rights and responsibilities for all staff members.

*Purchase and procurement is the acquisition of goods and external services that
a company needs for its functioning, such as raw materials, IT services, furniture,
cleaning and maintenance etc. Examples of sustainable purchase and procurement
procedures include selecting sustainability friendly providers, using blockchain
technology to ensure the traceability of environmentally friendly raw materials,

or purchasing circular products that can be repaired, reused, recycled or used as
material banks.

cCompany infrastructure relates to tangible assets owned by a company, such

as buildings, plants, machinery, car fleets, hardware and software for instance.
These assets can be made more sustainable through the use of electrical charging
systems for company vehicle fleets or new isolation materials to enhance the
energy efficiency of offices, for example.

SUSTAINABILITY FRAMEWORK
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Figure 5- Examples of innovative actions to achieve sustainability across all six main business areas
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Sustainability topics

The examples above relating to the business functions clearly show that
sustainability does not only concern “better environment” (renewable energies,
clean water, air quality, energy efficiency, etc), but also better treatment of various
stakeholders such as employees, customers and suppliers (equal rights, gender
equality, social inclusion, human rights due diligence, etc.), and better business
strategies (circular business models, sustainable principles included in the strategy,
etc.).

As the SDGs and the 3 inner pillars are high-level principles and thus not all
directly applicable to companies, the 25 most relevant sustainability topics for
businesses have been selected. For each topic, the definition provided comes from
a combination of references (see sources). Each of the 25 sustainability topics can
be related to one or more SDGs.
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Figure 6- The 25 most relevant sustainability topics for businesses
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Air quality

Increase air quality by
reducing and eliminating
pollution, minimizing
emission of greenhouse
gas.

Energy Efficiency

Use less energy to
perform the same tasks
and produce the same

result.

Clean Water

Improve water quality
by reducing pollution,
minimizing the release
of hazardous chemicals
and materials.

Renewable
Energy

Use of renewable
sources to produce
energy (e.g. wind, solar,
geothermal, etc).

Water
Consumption

Reduce the direct
consumption of water
and optimize its use.
emission of greenhouse
gas.

Circular Economy

Model of production
and consumption which
involves sharing, leasing,

reusing, repairing,

recycling existing
material, to extend the
life cycle of a product.

10

Terrestrial
Ecosystem
Protection

Smarter use of terrestrial
ecosystem, sustainably
manage forests,
combat desertification,
halt and reverse land
degradation, and
biodiversity loss.

Low Carbon
Economy

Minimize greenhouse gas
emissions by switching
to a decarbonised
economy.

SUSTAINABILITY FRAMEWORK

Responsible
Agriculture

Service offer,
engagement in
scientific research,
or development of
technologies to enhance
the sustainability of
agriculture.

Waste
Management

Reduce the
environmental impact
of waste by improving

waste management
(recycling, reusing,
repairing, limit
landfilling).
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Responsible
Resource
Manhagement

Reduce and optimize
resources consumption,
in order to minimize the
environmental impact.

Innovative
Business
Strategies

Reorganize the way
the firm operates and
delivers its goods and

services according to the
sustainability principles.

Food security &
Nutrition

Contribute to ending
hunger and malnutrition
for everyone, ensure that

everyone has access to
healthy and affordable
food.

Reporting &
Certification

Disclose, report
sustainability items and
adopt certifications or

sustainability labels.

Good Health &
Well Being

Ensure the physical and
mental health and safety
of everyone’s lives,
promote well-being for
all, at all ages.

Smart Building &
Cities

Design, construct or
operate buildings and
facilities aiming to
reduce or eliminate
negative impacts on
climate and the natural
environment.

11

Quality Education

Ensure that every
individual gets access to
inclusive and equitable
quality education,
knowledge and skills,
and promote lifelong
learning.

Smart
Manufacturing

Smart manufacturing
orchestrates physical
and digital processes
within factories to
optimize current and
future supply and
demand requirements.

SUSTAINABILITY FRAMEWORK

Awareness &
Support

Allow businesses to
demonstrate their
commitment to good
environmental, social,
ethical practices.

Smart Mobility &
Logistics

Optimization of
the supply chain
management, to reduce
the environmental
impact of the movement
of people and goods.
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Gender equality Social Inclusion

Human Rights
Due Diligence

Sustainable
Finance

Opportunities

Ensure the same equal Ensure that every
rights and opportunities individual, with
for all men and women. each rights and

Ensure the fair treatment

of individuals (e.g. and responsibilities, has an

giving everyone the . .
L active role to play in
same opportunities). .
soclety.

Taking environmental,
social and governance
(ESG) considerations
iInto account when
making investment
decisions in the financial
sector.

Ensure the respect of

human rights that are

inherent to all human
beings.

Using the sustainability framework

Luxinnovation aims at being a “key enabler to help Luxembourg companies to raise their competitiveness in a digital and sustainable economy through
research and innovation”, as well as being “an efficient accelerator and facilitator of digitally enabled and sustainable economic development through
research and innovation”. The sustainability framework aims at being used as a reference clarifying what we mean by sustainability applied to companies,
in the context of our activities. For instance the sustainability framework was used to define the scope of the sustainability enablers mapping, identifying

the current providers of services and solutions facilitating the sustainable transition in Luxembourg.

This framework also aims to raise the awareness of company executives to the importance of the three pillars of sustainability, whilst approaching the
subject from the point of view of businesses. It thus seeks to highlight the multitude of areas where companies might consider taking innovative action

and carrying out innovative projects that will make them become more sustainable.
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References for the definition of sustainability topics

& Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008 on waste & OECD (2005), Environment and the OECD Guidelines for Multinational Enterprises: Corporate Tools and

and repealing certain Directives (Text with EEA relevance) Approaches
 Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the @ Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the
promotion of the use of energy from renewable sources establishment of a framework to facilitate sustainable investment, and amending Regulation (EU)

2019/2088
? Directive 2012/27/EU of the European Parliament and of the Council of 25 October 2012 on energy
efficiency < United Nations (2015) Women’s Empowerment Principles, the UN Global Compact and the Guiding

Principles on Business and Human Rights - Explanatory Note (2015)
¢ European Commission (2022), Proposal for a Directive of the European Parliament and of the Council

on Corporate Sustainability Due Diligence and amending Directive (EU) 2019/1937, COM(2022) 71 Final, ¢ United Nations Environment Programme (2008), Trade in Environmentally Sound Technologies:

February 2022, Brussels Implications for Developing Countries

@ European Commission (2021), Communication from the Commission - Pathway to a Healthy Planet for <& United Nations, Department of Economic and Social Affairs, Sustainable transport on the agenda for
All : EU Action Plan: ‘Towards Zero Pollution for Air, Water and Soil’, COM(2021) 400 Final, May 2021, global conference
Brussels

@ United Nations Human Rights - What are human rights?
<& European Commission (2021), Communication from the Commission - EU Soil Strategy for 2030:

Reaping the benefits of healthy soils for people, food, nature and climate, COM(2021) 699 Final, @ United Nations Global Compact - Labour and Decent Work
November 2021, Brussels

2 United Nations - Department of Economics and Social Affairs - Statistics Division - Event: Eighth

< European Commission (2020) Communication from the Commission - Critical Raw Materials Resilience: meeting of the IAEG-SDGs, November 2018, Stockholm
Charting a Path towards greater Security and Sustainability, COM(2020) 474 Final, September 2020,
Brussels ¢ UN Environment - A UN Environment - World Bank Group Initiative : Roadmap for a Sustainable

Financial System, November 2017
& European Commission (2020), Communication from the Commission - A new Circular Economy Action

Plan For a cleaner and more competitive Europe, COM(2020) 98 Final, March 2020, Brussels @ World Health Organization, website

@ European Commission (2019), A European green deal: Striving to be the first climate-neutral continent, ¢ World Green Building Council, website
11 December 2019

& European Commission - Financial markets - Company reporting and auditing - Corporate sustainability
reporting
EU Technical Expert Group on Sustainable Finance (2020): Taxonomy: Final report of the Technical
Expert Group on Sustainable Finance

<& International Labour Organization - Diversity and inclusion - Transforming enterprises through diversity
and inclusion, Report, April 2022

1S0.org, ISO 45001:2018(en) - Occupational health and safety management systems — Requirements
with guidance for use

& 1S0.org, ISO 14001:2015 - Systémes de management environnemental - Guide pratiqgue pour les PME
¢ OECD (2019), Business Models for the Circular Economy, April 2019

@ OECD, Oslo Manual 2018, Guidelines for Collecting, Reporting and Using Data on Innovation, 4th Edition
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32008L0098
https://www.oecd.org/env/environmentandtheoecdguidelinesformultinationalenterprisescorporatetoolsandapproaches2005.htm
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R0852
https://www.unglobalcompact.org/library/3341
https://wedocs.unep.org/handle/20.500.11822/27595
https://www.un.org/fr/desa/sustainable-transport-agenda-global-conference-0
https://www.ohchr.org/en/what-are-human-rights#:~:text=The%20Universal%20Declaration%20of%20Human%20Rights%20(UDHR)%2C%20adopted%20by,all%20international%20human%20rights%20law
https://www.unglobalcompact.org/what-is-gc/our-work/social/labour
https://unstats.un.org/sdgs/meetings/iaeg-sdgs-meeting-08/
https://sustainabledevelopment.un.org/index.php?page=view&type=400&nr=2451&menu=1515
https://www.who.int/
https://worldgbc.org/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L2001
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2012:315:0001:0056:EN:PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52022PC0071
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52021DC0400&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52021DC0400&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021DC0699&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020DC0098
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en
https://finance.ec.europa.eu/system/files/2020-03/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf
https://www.ilo.org/actemp/publications/WCMS_841348/lang--en/index.htm
https://www.iso.org/obp/ui/#iso:std:iso:45001:ed-1:v1:en
https://www.oecd.org/environment/business-models-for-the-circular-economy-g2g9dd62-en.htm
https://www.oecd.org/science/oslo-manual-2018-9789264304604-en.htm
https://www.iso.org/fr/publication/PUB100411.html
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