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Abstract: The growing concerns surrounding the precarious state of the biosphere have triggered
organizations to develop and implement innovations that curb environmental degradation
(eco-innovation). However, eco-innovation is a risky proposition for organizations and their
stakeholders, due to uncertainty of outcome. Despite the high investment risk of eco-innovation,
the literature that assesses eco-innovation outcomes from an organizational performance perspective is
scant. Thus, this paper uses a systematic approach to review eco-innovation and performance literature.
The eco-innovation and performance literature reviewed in this paper is sourced from the Scopus
and Web of Science (WoS) scientific databases. Results from this systematic review suggest that the
capital market stakeholder group—an essential stakeholder group—has received little attention in the
eco-innovation and performance literature. This is alarming, as this stakeholder group is expected to act
in the best interests of the organization—as well as the other stakeholders—especially during strategy
formulation and implementation. This paper also finds that the resource-based view and stakeholder
theory are frequently utilized in explaining eco-innovation. However, the natural resource-based
view is least utilized, despite growing environmental pressures. A multi-theoretical perspective can
help to overcome the limitations of one theory, as well as help to unearth additional organizational
factors which could potentially catalyze the eco-innovation and performance relationship.

Keywords: eco-innovation; cleaner production; strategy; performance; natural resource-based view;
stakeholder theory

1. Introduction

Growing concerns about the state of the natural environment are mainly centered upon
waste management, greenhouse gas (GHG) emissions, pollution and contamination management,
natural resource management, as well as food, water and energy security [1]. The rising prominence of
these natural environmental challenges has trigged global and local policy adjustments, as well as
industry initiatives to stymie these challenges. Examples of such initiatives includes the establishment
of 17 Sustainable Development Goals (SDGs) by the United Nations (UN) in 2015. These 17 SDG goals
are a global attempt, led by the United Nations, to direct the world towards sustainable development [2].
The SDGs, which incorporate approximately 169 targets under the “Transforming our world: The 2030
Agenda for Sustainable Development” manifesto, are largely based upon the recommendations of the
Brundtland Commission of 1987 [3]. In this report, experts and scientists acknowledged the negative
effects that anthropogenic activities were theoretically having on the biosphere [4].

According to the report, corrective action needs to be taken if humanity is to avert an imminent
natural environmental crisis. Remedial and preventive action will help ensure the continuous,
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uninhibited operation of the biosphere, which serves the dual functions of resource provider
and anthropogenic emissions sink [5]. Thus, development needs to be sustainable; i.e., it needs
to focus on satisfying present needs without negatively impacting future generations’ ability to
satisfy their own needs [6]. As a result, environmental sustainability, one of the three pillars of
sustainable development, has become the nexus for international agencies, governments, academics
and industry practitioners worldwide [7]. Further driving attention towards sustainable development is
the growth of the consumer consciousness of environmental sustainability issues [8], as well as a stricter
enforcement of environmental regulations [9]. Hence, to meet the targets of sustainable development,
industrial activities should be undertaken within the threshold of the natural environment, vis-à-vis
sustainable development.

For industry to usher in sustainable development, organizations need to shift from focusing solely
upon profit. Instead, organizations must continue their pursuit of profit without neglecting the interests
of planet and people, as the protection of the biosphere will influence current and future competitiveness
for organizations [10]. Environmental challenges are thus a potential boon for organizations to increase
their competitiveness and performance. This is because the increasing prominence of environmental
issues enables organizations to integrate environmental initiatives (eco-initiatives) into their strategy.
These eco-initiatives require the engagement of all stakeholder groups to reap the benefits [11]. In turn,
the organization’s problem-solving capability vis-à-vis environmental innovativeness is improved [12].
In fact, organizations that channel their resources and capabilities towards addressing environmental
challenges will realize greater competitive advantages [13]. For instance, firms that embed waste
and GHG emission minimization into their ethos by practicing continuous improvements of their
products can develop the strategic capability of pollution prevention. This capability could potentially
foster lower production costs [13]. Therefore, for organizations to improve on their environmental
innovativeness, they must direct their resources towards eco-innovation [12].

Eco-innovation is defined as innovation which encompasses the development of new ideas,
technologies, behaviors, products, or processes that result in the reduction of environmental burdens
whilst simultaneously improving economic performance [14]. Also included in this definition of
eco-innovation are organizational changes —where stakeholders (groups or individuals, whose actions
affect the organization and vice-versa [15]) are the key elements [16].

In addition, improving environmental sustainability through reducing the usage of non-renewable
resources, and minimizing hazardous waste generation, could possibly lead to a permanently
regenerative economy [17]. Consequently, eco-innovation’s emphasis on the environment also makes it
an ideal catalyst in the transition from a linear economy to a closed loop, circular systems of production
and consumption—i.e., the “circular economy” (CE). This capability makes eco-innovation more
distinct from other types of innovation [18]. For example, applications of eco-innovations, such as
micro fuel cells for combined heat and power production, enables buildings to lower their CO2

and other GHG emissions [19]. Thus, capabilities exhibited by eco-innovations enhance sustainable
development mainly through: Reducing non-renewable resource dependence, materials and energy
consumption, as well as waste and hazardous materials production [20,21].

Eco-innovation is not just the domain of one industry. It is applicable across multiple industries
within the wide expanse of the consumption and production system [22]. Hence, a multidisciplinary
approach is paramount towards addressing issues related to the environment, economy and society
at large. Because of its technological nature [23], eco-innovation has been addressed in a number of
engineering-oriented studies [24]. However, eco-innovation needs to be receiving attention from a
strategic perspective as well, due to its potential to renew business models and inspire value creation
activities [25]. Eco-innovation can also be viewed from non-technological angles, such as institutional
and organizational contexts, i.e., its governance and management [26]. Anzola-Román et al. [27] posit
that the non-technological activities of an organization can also be a meaningful source of innovation.

When looked at as a process, the output (eco-innovation) can be attributed to its strategy,
routines and resources [27]. These aspects are all a function of the various stakeholders of the
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organization [28]. Hence, having a firmer understanding of eco-innovation and its role in the transition
to sustainable development will help influencers in the eco-innovation process—such as the stakeholders
of the organization—to better adjust and calibrate their organization’s resources and capabilities towards
better performance [18].

Eco-innovation is also a risky proposition for organizations. This is due to the uncertain outcome
and impact of any type of innovation, including eco-innovation [29]. Consequently, the linkage between
an organization and its stakeholders is critical in minimizing the risks associated with the uncertainty of
eco-innovation [30]. Organizations should make eco-innovation the main focal point of their strategic
planning, so as to possibly minimize their risk, and also to enhance their strategic and economic
performance [31].

Despite these assertations, studies that analyze eco-innovation from a strategic perspective are
scant. Specifically, the mapping of organizational strategic factors to eco-innovation (such as resources,
capabilities and stakeholder groups, e.g., top management), remains obscure [32]. This is alarming,
given that strategic organizational systems can benefit from eco-innovation. Also concurring with
this point is Tyl et al. [33], who stated that eco-innovation literature ought to capture how different
stakeholders understand and interpret the challenges to the natural environment. Literature that
captures the stakeholders’ insight into the environmental concept would help to effectively gauge the
environmental value proposition for an organization’s stakeholders [33].

In addition, eco-innovation literature that calls into focus organization-level determinants and
drivers is currently limited. The ‘bottom line’ or non-technical contextual outcomes of eco-innovation
literature, such as performance, have received limited coverage [34]. Also, organizational structural
factors play a fundamental role in shaping the eco-innovation capabilities of organizations.
However, studies discussing these eco-innovations seem to overlook the role of key stakeholder
groups, such as the top management and shareholders. Yet, these stakeholders have a direct bearing
on the internal eco-innovative capabilities of the organization, as they influence the culture and
structural aspects of such organizations [35]. In fact, a critical gap was pointed out by He, Miao, Wong
and Lee [26], who found that most eco-innovation literature that assesses its theory development
is mostly skewed towards technical outcomes. As a result, the existing literature fails to explicitly
account for internal and external factors, such as capabilities and stakeholders, that account for the
competitive performance outcomes of eco-innovation [26]. In addition, theory usage in eco-innovation
literature has predominantly focused on the resource-side of the value creation process. As a result,
demand-side perspectives—where other stakeholders are present and can potentially influence
eco-innovation value creation eco-system—has been largely neglected. Hence, paying attention to
contextual factors such as market dynamics, together with the stakeholder groups behind them,
can help in further understanding eco-innovation and performance [26]. Knowing the performance
outcomes of eco-innovations is essential, given the high financial risk involved in eco-innovations [36].
Thus, this paper aims to address this current gap in literature by looking at the role of the organizational
and contextual factors towards eco-innovation, and subsequently, performance. By addressing this gap,
potential, resource, capability and stakeholder factors that can be mapped to the eco-innovation and
performance relationship, can be unearthed, providing the opportunity to suggest future eco-innovation
and performance research directions.

Therefore, this paper seeks to answer the following research questions:

1. What are the current organizational and contextual factors that influence the eco-innovation and
performance literature?

2. What are the key organizational and contextual factors that can potentially be mapped to the
eco-innovation and performance relationship?

3. What are the possible future research avenues for eco-innovation and performance literature?
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The remainder of this paper is structured as follows: Section 2 presents the background and
theoretical development of eco-innovation. Section 3 describes the methods used in this paper. Section 4
presents the findings, whilst Section 5 discusses the findings. Lastly, Section 6 concludes the paper.

2. Background

Innovation as a concept was first brought to prominence in the 1930s by Joseph Aloïs
Schumpeter, who saw innovation as the industrial or commercial application of new business
models, production methods, processes, products, or even supply source to strategically encourage
economic development [37]. The initial interpretation of innovation during this era related it to changes
of varying magnitudes (i.e. small or large scale) that significantly amplify holistic changes in entire
industries or market segments. This indicates that, by definition, innovation is connected to change.
Innovation, however, should not only be restricted to change abstractly. Newness or novelty must
also be present. Thus, the element of novelty (newness) in applications (industrial or commercial)
demarcates innovation from invention, even if the entity behind both the innovation and invention are
the same [37].

Innovation is, hence, a function of value creation, and subsequently competitive advantage [38].
This viewpoint on innovation is also supported by Kotsemir, Abroskin and Meissner [29], who stated
that innovation encapsulates changes, whose aim is to create value. This value addition should
positively impact the performance of the organization on numerous fronts, such as operational
efficiency, improved working practices, or better flexibility in an ever-changing business environment.
Hence, innovation is a source of competitive advantage, through it being a capability [39–41].
As a capability, innovation is arrived at through utilizing organizational resources, which conjures
sustainable competitive advantage [42].

Innovation also encompasses other facets which include, but not solely, technical development [43].
Other aspects about innovation include marketing, financing, strategic planning and stakeholder
engagements, such as governments and supply chains [44,45]. This fact highlights the cross-cutting,
multifaceted nature of innovation.

Innovation definitions, however, have traditionally viewed it from a product perspective—i.e., making
innovation synonymous with new products. There are, however, other dimensions to innovation such
as strategy, process or value-adding service innovations—which represent a new, generally overlooked
frontier [29,46,47]. These innovation dimensions—which are a function of an organization’s
resources—represent an organization’s innovativeness or innovation capability when they are
aggregated [48–50].

Integrating environmental initiatives into an organization’s strategy has convincingly
demonstrated its ability to buttress an organization’s innovativeness and competitiveness [51].
Hence, environmental innovativeness is another important frontier, as environmental issues become
increasingly prominent [52,53]. As organizations become more pro-active in addressing environmental
concerns, environmental innovativeness becomes an increasingly important capability [54,55]. This is
because environmental innovativeness presents organizations state-of-the-art problem solving vis-à-vis
the implementation of eco-initiatives [12]. These eco-initiatives—which require the engagement of
all stakeholders at all levels—can assist in creating a competitive advantage through several means,
such as cost reduction [11,56] or environmental compliance [57].

Furthermore, when environmental initiatives are integrated into novel commercial or industrial
applications, economic development can thus be stimulated without causing irreversible harm to the
natural environment [58]. Green, McMeekin and Irwin [58] were amongst the early scholars to point
out the increasing need of incorporating the natural environment into novel applications. As a result,
the term eco-innovation was formulated and introduced by Rennings [14]. Eco-innovation was thus
defined as encompassing the development of new ideas, technologies, behaviors, products, or processes
that result in a reduction of environmental burdens, whilst concurrently improving economic
performance [14].
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Although Rennings [14] was one of the first to coin the term eco-innovation, several attempts
to define this innovation have been made by various scholars and government bodies. For instance,
the European Commission’s definition of eco-innovation placed more emphasis on the environmental
performance (positive or negative) of innovations, instead of simply focusing on the aim of the
eco-innovation [59]. Meanwhile the Organization for Economic Co-operation and Development
(OECD) defined eco-innovation as: “The production, assimilation or exploitation of a product,
production process, service or management or business method that is novel to the organization
(developing or adopting it) and which results, throughout its life cycle, in a reduction of environmental
risk, pollution and other negative impacts of resources use (including energy use) compared to relevant
alternatives.” [60].

Managing resources, economies, and the environment, in a responsible manner, without harming
the prospects of future generations, is critical. Corporations, consumers, policy makers and researchers
play a leading role in reducing the degradation to the natural environment and ensuring sustainable
development [61]. Because these stakeholders are the engines for economic development and growth,
this paper adopts the OECD’s definition of eco-innovation. Carrillo-Hermosilla et al. [62] also support
this definition of eco-innovation, since they argue that economic stimulation through the reduction of
any negative environmental impact should be the distinguishing hallmark of eco-innovation from other
innovation. Hence, eco-innovation seeks to positively influence both environmental and economic
performance simultaneously through means such as cost reduction and improved efficiency.

Eco-innovation and its impact on performance has been studied by various scholars who
encompass a wide spectrum of theoretical backgrounds. As a result, several theories on eco-innovation
have been postulated by various scholars within areas such as Finance, Economics, Law &
Strategic Management [63], Engineering [64], Urban Planning [65] and Environmental Science [66].
However, Pham, Paillé and Halilem [12] argued that environmental innovativeness is the blueprint to
eco-innovation. Therefore, from a theoretical perspective, eco-innovation is a competency that can
be arrived at from utilizing resources. This helps to explain why research on eco-innovation and
performance has largely been studied from the resource-based view [67].

The definition of eco-innovation, as posited earlier, is inclusive of organizational changes,
and according to Carrillo-Hermosilla, del González and Könnölä [16], the stakeholders are key in
organizational factors. In fact, there have been increasing calls for the integration of stakeholder
viewpoints into eco-innovation [24,33]. For instance, Bag and Gupta [68] indicate that further research
should attempt to integrate the resource-based view with other theories, especially in observing
eco-innovation. Therefore, the theories applied in this study include the resource-based view and the
stakeholder theory.

One of the basic building blocks of an organization are its resources and/or capabilities [69].
An organizational resource is loosely defined as being anything that could be classified as a strength
of the organization, and are key to its success [70]. Creating the conditions for the optimum
usage of an organization’s resources could possibly help to generate higher returns of time [70].
Whereas, capabilities factor in the ability of an organization to effectively and efficiently utilize its
resources [71].

From the perspective of an organization, products/services and resources are closely related, as
most products/services require the utilization of several resources, and most resources can be inputs to
several products/services. In order for an organization to reconfigure and realign its competencies
and resources towards accomplishing eco-innovation—and in turn—better performance, its various
stakeholders play a fundamental role in this process [72]. Therefore, looking at the resource profile of
an organization can be useful in helping it fine tune its product-market activities.

The resource-based view postulates that a competitive advantage can be built and sustained from
the strategic harnessing of an organization’s resources [73,74]. An organization is able to coordinate
and cross-functionally integrate the exploitation of its resources to develop a competency.
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The degree to which an organization attains a competitive advantage, and therefore higher
performance, is determined by the value (V), rareness (R), imitability (I) and Organization (O) of its
competencies [74–76]. In addition, a resource-based view of strategy—a function of stakeholders such
as top management who formulate strategy in conjunction with the organization’s ownership—helps
to further optimize the resource utilization of organizations. Efficient and effective exploitation of an
organization’s valuable, rare resources and capabilities can help establish a competitive advantage.
This in turn can lead to higher performance, benefiting the organization’s ownership [77,78].

3. Materials and Methods

Building an exceptional literature review requires a methodical and systematic approach. Hence,
the use of a systematic approach towards the literature review, i.e., the systematic literature review—is
highly recommended by scholars due to its rigorous, formal and scientific nature [79]. Utilizing a
systematic literature review procedure is beneficial to research from the management and organizational
domain, as it enables researchers to deduce context-sensitive research logically and reliably, improving
the overall output [80]. Therefore, this paper conducted a systematic review of the available literature,
using the 3-stage principles and procedures formulated by Tranfield et al. [81] to answer the research
questions. These three main stages consisted of planning, execution and reporting. This procedure,
which commenced on the 4 February, and finalized on the 3 May 2019, was selected as it has been
geared towards research in the management domain.

As part of the planning stage, a review protocol was established. The protocol would guide
the literature review process through defining the review parameters. The first condition for the
studies to be included is that they must be investigating eco-innovation and performance as the main
concept. This inclusion condition was put in place for several reasons. Firstly, to ensure that the
literature remains within the focused scope of this paper. Secondly, to ensure that the paper does not
deviate away from the main domain of the focal research. Thirdly, eco-innovation as a concept is
transdisciplinary, covering a wide expanse of technologies, practices and services. Hence, numerous
synonyms have been used in conjunction with eco-innovation [82]. Consequently, semi-independent
and autonomous sub-fields will emerge, which may result in the researchers deviating away from the
scope of the research [81]. Lastly, focusing on studies that investigate eco-innovation and performance
as the main concept will help to answer the research questions. Hence, focusing exclusively on studies
that investigate eco-innovation ensures the paper remains within the bounds of the research scope.
Only empirical research papers were included, as they featured empirical results of investigations on
eco-innovation. Therefore, review articles, books and book chapters where excluded.

Eco-innovation is a research area that has yet to mature—with scholarly research publications
beginning around the year 2000 [83]. The second inclusion criteria, therefore, specifically focuses on
research that falls between the years 2000 and 2018. In addition, this paper also excluded records that
were not available in English.

Following the definition of review parameters, the steps to be followed during execution and
reporting were established. These steps which assisted the paper in compiling the publications for
further analysis are described in the framework illustrated by Figure 1.
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3.1. Step 1: Database Selection

This paper undertook its information search from two major scientific databases of knowledge,
Scopus and the Web of Science (WoS). This paper utilized these two databases, as they are accessible
to the researchers via the institution’s information center subscription. As a result, the researchers
can access top tier publications from the likes of Science Direct, Emerald, Wiley and Springer.
Furthermore, these two scholarly databases are the current leading research publication institutions
where current, up to date journal publications can be sourced [84]. Hence, utilizing these databases
affords this paper access to abundant sources of knowledge within the scope of this paper, as these
databases feature top tier publications [85].

3.2. Step 2: Keyword Search

The keywords to be utilized in this paper were in line with answering the research questions.
Hence, the strategy for searching the databases for articles needed the usage of the AND operator.
The AND operation would be utilized in searching for research articles that follow the concepts laid
out in the inclusion and exclusion criteria. The performance word was utilized so as to include other
precursor synonyms to refer to an organization such as firm or corporate.

Following the search location and strategy, Table 1 summarizes the keywords that were utilized in
the search databases:

Table 1. Keyword Search.

Theory Search String Scopus WoS Total

Resource-based Eco-innovation AND Performance AND resource-based 40 62 102
Stakeholder Eco-innovation AND Performance AND stakeholder 85 45 130

3.3. Step 3: Duplicate Entry Removal

After combining the search results from the two databases, the results returned a total of 232 records
as of 31 December 2018. The publication results were then compiled to create a full list of the publication
records. Thereafter, the search string results were validated by removing duplicate publication records
from the Scopus and WoS Databases. This was a necessary step, given the preceding step of combining
publication records from both databases into the one list. Hence, some duplicate publication records
were expected to be seen—as some publication records are available on both Scopus and WoS. EndNote
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Version X8 was used to facilitate this process. After removing duplicate publication records from the
search string results, 125 publication records remained.

3.4. Step 4: Publication Theme and Type

Next, the inclusion and exclusion criteria were then applied to the remaining 125 search results.
Articles need to be empirically analyzing eco-innovation and performance for final inclusion in this
paper. After the application of inclusion and exclusion criteria, a total of 61 papers where then selected
to undergo an examination of the title and abstract, to make sure that the records are in the field of
eco-innovation and performance.

3.5. Step 5: Abstract Assessment

At this stage, an abstract analysis was conducted on the remaining 61 papers. Only papers
that fulfilled the inclusion criteria as specified in the review protocol where selected. Studies whose
abstract did not, or was not, in the context of eco-innovation and performance, were not selected.
Therefore, in total, 34 papers from the 61 where then selected for final in-depth qualitative synthesis.
This resulted in 34 publication records being selected to undergo further qualitative synthesis,
helping the paper remain within its scope.

3.6. Step 6: Analysis Process

An assessment of the quality of the selected articles was then undertaken prior to data synthesis.
This was carried out in order to provide a picture on the relevance and recency of the selected studies
and their impact. Journal Impact Factor and CiteScore®quartile ranking, as well as citations, are a
proxy indicator of the quality of study, as studies accepted into these publications have undergone
rigorous research quality assessment [86].

Next, after quality assessment, the selected articles were synthesized in order to gather the data
from the articles. Main ideas were analyzed, and their effect, i.e. eco-innovation and its impact on
performance through content analysis. Once data was extracted and synthesized, this paper then
discussed the findings. Gaps identified were also discussed, and recommendations for possibly
addressing the gaps where then presented.

4. Results

4.1. Data Quality Assessment

Most of the selected studies in this paper came from journal sources that are ranked in the top
Quartile according to Scopus’s CiteScore®ranking system in their respective fields. Journal of Cleaner
Production, Business, Strategy and the Environment, as well as Sustainability—which are also top
ranked journals—are some of the source titles for a number of the selected studies. The source title for
one of the studies is not covered under Scopus’s CiteScore®system. Instead, it is ranked in the Web of
Science’s Emerging Sources Citation Index (ESCI).

Despite the concept of eco-innovation being established in the year 2000, its connection to
performance did not gain much attention in the first 10 years post 2000. There were limited attempts to
connect eco-innovation to performance from a strategic and stakeholder perspective, with the notable
attempts being made post 2010. Only from the year 2016 did the publication numbers for eco-innovation
and performance literature begin to gain traction. Hence, most of the analyzed publications are quite
recent; i.e., within the last three years, as eco-innovation and performance research is yet to mature.

4.2. Data Synthesis

Stakeholders play a critical role in an organization’s performance. Because of the influence of their
actions and the influence of the organization’s actions on them, their synergy is pivotal to key areas of
the organization such as performance. And one of the key organizational aspects that is inextricably
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linked to performance is strategy [87]. The strategy, which determines the bearing of an organization,
is often the culmination of stakeholders’ synergy. The performance of an organization is not just
critical for its own success. It is also of interest to the numerous stakeholders. Hence, the bearing
of an organization’s strategic direction is a function of the various stakeholders, as the organization
relies on them for its performance. The stakeholders in return are also reliant on the organization’s
performance [88].

Stakeholders can be classified according to their various abilities to wield influence; namely primary
(e.g., owners, suppliers, employees); secondary (e.g., government, pressure groups); and outside
(e.g., market forces, societal trends) [89].

However, the stakeholder groups have recently been reclassified according to major groups; namely:
Capital market stakeholders (e.g., shareholders, suppliers of capital); product market stakeholders
(e.g., customers, suppliers, host communities); and organizational stakeholders (e.g., employees,
managers, non-managers) [90].

The capital market stakeholder group—consisting of shareholders (institutional or individual)—is
one of the most important stakeholder group, as they assume the risk and provide to finance the
firm, and expect to generate a return on their risk and financial investment. This group also has
the ability to influence the firm through a number of means, such as selecting and appointing the
executives/top management (principals) to run the organization [90]. In addition, these executives
are pivotal in strategy formulation [91]. Meanwhile, product market and organizational stakeholders,
such as employees, suppliers and managers buttress strategy implementation [92], highlighting the
important functions of stakeholders for organizations. Figure 2 illustrates the distribution of literature
focusing on the role of stakeholder groups in the eco-innovation and performance literature. As can
be witnessed, a large percentage of eco-innovation and performance literature has been dedicated to
the product market and organizational groups, yet only a fraction has focused on the capital market
stakeholder group.
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Furthermore, one of the keys to achieving excellent organizational performance through sustainable
value creation is to align strategy and eco-innovation [93]. In order to align its strategy and
eco-innovation, an organization needs to consider its resources and capabilities (the ability for
an organization to efficiently and effectively utilize its resources) [70].
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Effective and efficient utilization of valuable, rare and inimitable organizational resources
can enable an organization to develop capabilities that optimize its product-market activities.
Optimization of product-market activities, in turn, help an organization’s performance through
a competitive advantage [74]. Resources thus enable organizations to develop unique innovations
vis-à-vis their capabilities. Therefore, resources and capabilities are indispensable to the strategy,
innovativeness and performance of organizations [94].

Thus, in terms of resources, capabilities and stakeholders, eco-innovation and performance
research has mostly focused on identifying various sets of drivers. These drivers themselves emanate
from the various stakeholders interacting with the organization, as highlighted in Figure 3.Sustainability 2019, 11, x FOR PEER REVIEW 10 of 22 
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Figure 3 also presents an illustration of the identified drivers and the stakeholder factor behind
the driver. The identified driver behind each factor has been grouped into their respective stakeholder
group (see Figure 2). Most literature identified human capital, market demand, supply chain
requirements and regulations as key drivers for the eco-innovation and performance relationship.
Meanwhile, organizational strategy, competitors and the business model were also pointed out as
drivers, but did not receive as much attention as the other drivers. However, the publications
highlighting the capital market stakeholder group are few. Only a handful of studies have paid
attention to this group’s influence towards the eco-innovation and performance relationship.

Furthermore, the selected publications were also assessed from an industry perspective,
as highlighted by Figure 4. Even though eco-innovation and performance literature has been
growing post 2010, there seems to be a disproportionate focus of literature, with much of it derived
from manufacturing.

A high proportion of the selected publication has focused on the manufacturing industry. Less than
10 percent of studies emanated from the services sector, indicating a coverage that is heavily skewed
towards the manufacturing sector.
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4.2.1. Eco-innovation and Performance: Regulatory Effects

Environment regulations have been a prominent driver in the adoption of eco-innovation by
organizations. Environmental policies formulated by governments, especially those that seek to
curb waste generation, environmental pollution and GHG emissions, would require organizations
to comply in order to operate—regardless of their size [95,96]. Regulation has been found to be a
strong antecedent to eco-innovation [97]. In fact, meeting regulatory standards has proven to cause a
threefold increase in the likelihood of organizations engaging in eco-innovation [98], underscoring the
importance of environmental policy formulation, enforcement and monitoring by the authorities,
as also suggested by Fernando, Wah and Shaharudin [95]. Hence, when organizations eco-innovate to
make their market offerings comply with environmental regulations, they derive better performance
overall as a result of compliance with set environmental regulations. Furthermore, potential revenue
streams are created as a result of environmental compliance [99]. Perhaps this may also be unique in
cases where regulatory authorities incentivized environmental compliance [100–102]. In addition to
the potential revenue streams that are created, compliance with environmental regulation was also
found to boost an organization’s environmental performance [103].

One of the ways that can help an organization to improve or comply on environmental regulation
is by engaging in dialog with stakeholders [104,105]. A possible reason why stakeholder engagement is
important emanates from the earlier findings of Blum-Kusterer and Hussain [106], Galliano et al. [107]
and Ratten [108], who all agreed that apart from regulation, pressure from the various stakeholders can
influence organizations to adopt eco-innovation or increase their eco-innovation practices. An example
of this is illustrated by the findings of Bossle et al. [109], who stated that it is not only government
that pressures organizations to eco-innovate so as comply with regulation. In fact, it was noted by
other researchers that government played a minute role in making organizations eco-innovate [109].
Pressure to eco-innovate came from the other stakeholders (competitors, customers and suppliers). As a
result of normative pressures from this group of stakeholders, organizations that do not eco-innovate
find themselves not being able to compete in the market, hence the need to eco-innovate. Tsai and
Liao [110] concur with this argument, when they also found that it was the lure of revenue and
performance, rather than regulations, that enticed organizations to eco-innovate, underlining the
importance of the product market stakeholders.

4.2.2. Eco-innovation and Performance: Market Dynamics

The lure of potential revenue and performance is, in fact proving to be the underlying reason
for organizations eco-innovating. This is due to the mixed results of regulation as a driver for
eco-innovation [109–111]. In fact, the growing consumer awareness of environmental issues is creating
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a distinct set of consumers who engage in sustainable consumption and are willing to pay premium
pricing to products that are eco-friendly [112]. Hence, it is the allure of financial performance through
increased turnover from eco-products. An example is illustrated by the growing consumption of
eco-products, as well as other value propositions created through the utilization of eco-processes
and cleaner production technologies [112–114]. Interestingly however, other studies found that
eco-innovation did not contribute to performance [104,114].

4.2.3. Eco-innovation and Performance: Organizational Factors

It is not just the market as well that increases the propensity of organizations eco-innovating.
Employees are also increasingly playing a pivotal in organizations’ eco-innovative capabilities,
thus contributing to performance. For instance, it was argued that employees have a major role to play
in the outcomes of eco-innovation and the performance of organizations [115].

This could be due to employees being important sources of knowledge, and therefore being
a critical resource and stakeholder [99,114]. In fact, managers are also an important key in the
eco-innovation and performance chain [111,116,117]. In fact, it was pointed out that environmental
concern by the management of an organization buttressed eco-innovation—subsequently contributing
positively towards performance [118]. This viewpoint is further corroborated by the argument that
increased managerial concerns for the environment directly increased the performance of organizations
which eco-innovate [109].

5. Discussion

This section presents the discussion points and gaps identified from the systematic review of
the literature.

5.1. Eco-innovation and Performance: Drivers

The literature identifies and discusses drivers of eco-innovation. These drivers are important,
as they play a key role in eco-innovation adoption—with performance then derived from eco-innovation.
However, whilst drivers of eco-innovation and their impact on performance are subsequently covered
and discussed by the literature, the majority of the factors are derived from the product market
and organizational stakeholder group. Hence, most research analyzing the eco-innovation and
performance relationship looks at the influence that stakeholders who come from the product
market and organizational groups impose on the relationship. However, studies that mentioned top
management, shareholders and competitors as stakeholders are scant, as illustrated by Figure 3.

This is alarming, given the role capital market stakeholders play in organizations vis-à-vis strategy
formulation. Furthermore, the capital market stakeholder group itself can be the source of the talent,
skills, capabilities and knowledge of multiple disciplines, as has been witnessed by charismatic top
management and investors who are concerned about and support the natural environment.

The capital market stakeholder group needs to put in place the necessary steps for dynamic
interactions amongst stakeholders, to have efficient and effective usage of resources and capabilities.
For organizations to improve their capability to eco-innovate, the organization’s capital market
stakeholder group needs to configure their commitment to environmental issues and reassess their
current capabilities. The capability of the organization to eco-innovate can then have an impact on
other stakeholders through competitive advantage. Competitive advantage can in turn lead to superior
performance. Hence, higher levels of commitment to the environment would be result in the capital
market stakeholder group’s eco-innovation strategy boosting its positive impact on other stakeholder
groups—both internal and external.
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5.2. Eco-innovation and Performance: Top Management Commitment

Commitment to the environment by the top management has the potential to impact an
organization’s ability to eco-innovate. When eco-innovation is approached from the stakeholder
theoretical lens, each stakeholder group has a dynamic two-way relationship with the organization.
Top management is an internal stakeholder and a core influencer in the system of the organization
through strategy formulation. As a key stakeholder, top management’s commitment levels to the
environment are critical, given their function in strategy formulation. In fact, amongst the stakeholder
groups, top management may possess the most influence in driving the organization towards an
eco-innovation strategy [109]. Whilst the top management is an integral part of the organization,
and therefore a key stakeholder, other stakeholders are also important in other functional areas of
the organization.

Thus, other stakeholder groups should continue to pay attention to the top management’s
commitment levels to the environment in order to ensure that they are able to formulate
eco-innovation strategies that positively impact the organization, and consequently other stakeholder
groups, such as shareholders, employees, customers and governments through its financial and
environmental performance.

5.3. Eco-innovation and Performance: Shareholders’ Role

This paper also identified that shareholders are a pivotal stakeholder group, as shareholding
was also found to be a significant top management factor. This is due to shareholders being one
of the key stakeholders of an organization. However, shareholders—who fall under the capital
market stakeholder group—have received little coverage in eco-innovation and performance literature,
as illustrated by Figures 3 and 4 earlier.

Hence, there is a shortfall in literature that analyzes the eco-innovation and performance
relationship from the capital market stakeholder group (shareholders). Yet this stakeholder group is
pivotal in both the decision making and performance of organizations. As providers of finance to
the organization, shareholders are exposed to the highest risk—that is, their financial interests in the
organization. Although developing new and radical technologies creates a risk for all stakeholders,
the shareholders are the most exposed, as their value may be diminished or damaged in cases of
unsuccessful innovations. In the case of eco-innovations and cleaner production technologies, they often
require resources such as finance, and capabilities committed to them with an uncertain outcome.
The uncertainty of eco-innovations may thus be of concern to shareholders and other providers of
capital, that is, those financing the organization.

This stakeholder group is also closely related to all other stakeholders, but most importantly to
the top management, as the top management is appointed by this group. Hence, top management’s
role as an agent and key stakeholder is to create value for the shareholders. Hence, it is important for
top management to focus on the relationship of the organization to this important stakeholder group.
Keeping shareholders satisfied is important for top management, who must then balance between
satisfying shareholders and other stakeholder groups. Top management must also balance the risk that
the eco-innovation strategy poses to its shareholders, versus the potential benefits and value creation
to other key stakeholders of the organization.

Top management’s incorporation of the environment in strategy could create additional
value—keeping shareholders satisfied—if the top management’s eco-innovation strategy is creating
value for the capital market group. If the shareholders are also concerned about the environment,
then it will be a more manageable task for top management to align the interests of all stakeholders.
Galliano, Goncalves and Triboulet [107] support this notion by highlighting the importance of an
organization’s ownership in its eco-innovation practices. As important as the shareholders are to the
organization, at this juncture however, it is worth noting the concerns raised earlier by Gelter [119] and
Tyl, Vallet, Bocken and Real [33], who warned that dominance from this group could potentially be
harmful for the interests of other stakeholders. For example, the motor vehicle industry was rocked by
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the emissions scandals [120] to the extent that some of the automakers have had to announce their
intent of focusing on vehicles with hybrid or battery electric drive trains [121,122], saving shareholders
from having their value further diminished.

5.4. Eco-innovation and Performance: Industry Perspectives

In addition, most of the investigations on the eco-innovation and performance relationship
has extensively focused on the manufacturing industry, as earlier illustrated by Figure 4 This
is not strange though, as most environmental regulations seem to be skewed towards ensuring
the manufacturing industry lowers its negative environmental impact, a viewpoint shared by
Pacheco et al. [123], Spedding [124] and Wang et al. [125].

Manufacturing has thus been extensively discussed from an eco-innovation and performance
perspective. This is further buttressed by the fact that most organizations adopt or engage in
eco-innovation practices towards their production operations.

For instance, Cheng et al. [126] found a strong relationship between eco-product and performance,
as well as eco-process and performance, respectively. However, eco-innovation from the perspective of
the service sector has received little coverage. This could be problematic, particularly as organizations
are no longer solely focusing on providing products, but are also expected to be providing solutions,
such as consultancy to customers of their products, so that the customers get the most out of
their purchase [103]. Some organizations even package their market offering as an entire system,
providing initial consultancy, set up, the product itself, and after sales service support/vendor
support [127–129]. Hence, it is important to investigate the eco-innovation practices of companies that
are moving towards servitization in the form of product-service system and service provisions.

5.5. Eco-innovation and Performance: Geographical Context Dynamics

Furthermore, most research on eco-innovation and performance has been concentrated on
developed markets. This is an important fact, as different geographical and economic contexts have
different effects on eco-innovation. This is because of different contexts exhibiting differences in
terms of market dynamics, cleaner production technology availability, environmental regulation
requirements, as well as different levels of enforcement [130]. For instance, Tsai and Liao [110]
found that environmental regulation in their study context was light. Penalties for violation were
light, incentives for compliance were low, and sentencing for environmental conviction was lenient.
Meanwhile, Jabbour et al.’s [131] study reveals that the lack of regulatory incentives was a hinderance
to eco-innovation in that particular context. Consequently, any motivation for compliance may be low
in these contexts. However, when compared to the study of Dong et al. [132], the research context
found that regulation increased the eco-innovation practices of organizations. Hence, investigating
eco-innovation and performance from other geographical contexts would help in understanding
the influence of that particular location’s environmental regulations—which subsequently influence
eco-innovation and performance.

5.6. Eco-innovation and Performance: Theoretical and Managerial Implications

This paper made several contributions to theory. Firstly, by analyzing eco-innovation
and performance from the resource-based views and stakeholder theory, this paper contributed
towards addressing the current limitations in eco-innovation research by identifying and analyzing
eco-innovation factors from these theoretical perspectives. Most research that analyzes eco-innovation
tends to utilize one distinct theory, such as a resource-based view. However, using more than one theory
could help to overcome the potential weaknesses inherent in that theory. Therefore, eco-innovation
and performance can be analyzed from a multi-dimension perspective to widen the scope of factors
that can impact eco-innovation strategy in an organization—and subsequently performance.

Secondly, this literature review unearthed a few emerging areas such as top management
environmental concern and shareholder environmental concern that have received little attention from
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a theoretical viewpoint. Thirdly, this paper proves that the resource-based views and stakeholder
theory enjoy a dynamic relationship and are complementary to each other. The identified stakeholders
that are important to these theories where top management and shareholders/ownership.

This paper showed that top management and shareholders are key stakeholders—as their
environmental concern can greatly influence an organization’s eco-innovation strategy orientation,
which in turn impacts performance—subsequently impacting other stakeholders. External stakeholders
can impact and be impacted by the top management, for example environmental pressure
groups/lobbyists. However, although external stakeholders do impose pressure, it is top management
who can have a positive bearing on eco-innovation and performance. The top management’s
commitment to eco-innovation can assist organizations in building up their abilities to infuse
eco-innovation into their competencies and comply with environmental regulations whilst shareholders
provide the necessary financial resources to enable eco-innovation.

5.7. Eco-innovation and Performance: Future Research Avenues

Given that innovations of any kind face a high degree of uncertainty, approaching eco-innovation
strategy with more information and knowledge from multiple theoretical backgrounds could help
mitigate this risk. One potential way of obtaining more information and knowledge to drive
eco-innovation and performance is through the utilization of predictive analytics technology such as
Big Data Analytics. Therefore, future reviews could explore eco-innovation and performance from an
information and knowledge perspective, given the potential that data driven analytics capabilities
have in driving eco-innovation and performance, and also the ability which Big Data Analytics
have in reducing the high degree of uncertainty related to eco-innovations. Reducing uncertainties,
and therefore risk, is important for stakeholders, particularly the shareholders who are most exposed
to financial risk.

Secondly, eco-innovating successfully may also mean altering existing business models, or a
completely radical, disruptive business model. For example, there could be eco-innovation in the
form of new clean technologies, such as the emergence of new energy vehicle organizations with
distinct eco-innovation capabilities. From the resource-based view, organizations must have the skills,
capabilities and knowledge of multiple disciplines in order to increase the success of eco-innovations.
Having the necessary resources is becoming increasingly important, even for established industry
powerhouses, as they are ever more coming under threat from new players with a flair for eco-innovation.
New players which have skills, capabilities and knowledge across a wide range of disciplines introduce
disruptive cleaner eco-innovative products and technologies. Therefore, future research can possibly
empirically investigate if organization characteristics such as age, size, sector, as well as the ownership
structure, exhibits any differences in eco-innovation and performance.

Thirdly, it is not just organizational resources and capabilities that can be sources of competitive
advantage. Interestingly, top management, as well as owners in of themselves, can potentially be sources
of competitive advantage vis-à-vis their resource management and strategy formulation, as well as their
knowledge, visions and leadership traits. The skills and capabilities of top management can then drive
eco-innovation, ultimately resulting in a competitive advantage under the resource-based theories,
and further enhancing value for stakeholders. Hence, when shareholders appoint or assess their agents
(top management), having a look at the talent and skill sets of their agents is crucial, especially where the
agent’s skills and abilities complement their environmental concern. This fit or alignment of interests,
skills and abilities can potentially be a great asset for organizations. In fact, such is the importance
of top management in the competitive advantage strategy formulation and uncertainty reduction
that many companies with innovation flair often “poach” talented top management from successful
organizations. Hence, future research could empirically test organizations to see if top management
characteristics such as education, age, domain experience, technical expertise and leadership style
have any bearing on eco-innovation and performance.
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Lastly, organizations stand to benefit by assessing the challenges and opportunities afforded by
the state of the natural environment. Therefore, tackling these environmental challenges requires
organizations to be familiar with and garner the necessary experience to achieve eco-innovation.
Hence, top management and shareholders, through their concern for the environment, could themselves
become key drivers of eco-innovation—helping to create value for all stakeholders through sustainable
development for a better tomorrow.

6. Conclusions

In this paper, organizational stakeholders, resources and capabilities were identified as important
determinants of innovation and strategy. In an era of mounting environmental challenges, organizational
resources, together with stakeholder synergies, need to be channeled towards addressing environmental
challenges. This ability by organizations to innovatively tackle challenges to the natural environment
can be the source of a sustainable competitive advantage. As a result, there is a growing importance
of eco-innovations towards organizational competitiveness. Due to this growing importance,
literature pertaining to eco-innovation and performance from a resource-based view and stakeholder
theory was reviewed using a systematic method.

Firstly, the systematic review process allowed the research questions to be answered. Second, based upon
the findings, gaps were identified. Contributions and pathways for future research were then recommended.
Human capital, market demand, regulation and supply chain requirements were major contributors towards
the eco-innovation and performance relationship. However, not enough attention has been paid to the
capital market group of stakeholders. This is alarming, given the important role they play as capital
providers to the organization.

The capital market stakeholder group can also influence the firm through several other
means—such as selecting and appointing the executives/top management (principals) to formulate
organizational strategy. The owners, as principals, wield significant power, especially when their
ownership of shares is significantly large. However, it is also important that despite their importance,
the views of ownership group should not be too dominant, as the interests of the other stakeholders
must also be protected. In addition, the stakeholder theory—although a fundamental theory that
explains organizational behavior beyond the interests of the shareholders—often is focused on human
elements. However, it is not just human elements that could influence and provide ethical guidelines
and heuristics for the organization. The natural environment, for instance, is overlooked by the
stakeholder theory, yet the natural environment is a primary but non-human stakeholder whose
interests must also be considered by the firm’s decision makers.

Therefore, in order to overcome this limitation of the stakeholder theory when investigating
the eco-innovation and performance relationship, this paper calls for the unique approach of
complementing the stakeholder theory with the natural resource-based view (NRBV) for two main
reasons. Firstly, the NRBV, by its nature, was introduced to compensate for the shortfall in the
RBV. It compensates for the shortcoming of the RBV by incorporating the natural environment
in the framework [13], which is important as markets and organizations are dependent upon the
functionality of the natural environment. As natural environment challenges mount, firms that
channel their resources and develop capabilities towards addressing environmental challenges will
realize greater competitive advantage. For instance, firms that embed waste and GHG emission
minimization by practicing continuous improvements of their products are able to develop the
strategic capability of pollution prevention. This capability would help create lower production
costs. In addition to the pollution prevention and product stewardship capabilities, firms ought to
engage in cleaner production. Developing or using cleaner production technologies requires firms
to have the capability of eco-innovation. Therefore, the NRBV is essential, as it simultaneously
overcomes the limitations in both the stakeholder and RBV. Secondly, the stakeholder theory would
add an interesting reinforcement to the eco-innovation and performance relationship, as it takes
into account the ability of stakeholders to pressure the organization to remain competitive through
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eco-innovation. In fact, the stakeholder theory would be instrumental in considering organization
specific attributes such as age, size and sector. These attributes are important as organizations that
may be resource-disadvantaged due to these organizational attributes. Hence, such organizations may
compensate for their resource-disadvantage through better management of stakeholder relationships.
Better management of stakeholder relationships might therefore enable these resource-disadvantaged
organizations to eco-innovate, and in turn improve performance [133]. Taking this strategic perspective
would support organizations that strive to address the mounting environmental challenges while
concurrently generating economic returns through a sustained competitive advantage—key aspects of
sustainable development.

This paper was not without limitations. Firstly, the literature reviewed in this paper originated
from two databases only—the Scopus and Web of Science. Secondly, this paper focused on publications
written in English. Third, this paper focused on empirical research and excluded book chapters and
conference proceedings. Fourth, other synonyms of eco-innovation were not utilized in this paper.

Thus, future research could overcome these limitations by replicating this study and incorporating
other scholarly databases such as Google Scholar. Another strategy to overcome limitations could be
assembling a multi-language team of researchers.

Such a multi-language team will allow the limitations of one language to be overcome and will
broaden the articles under review to more than one language. Furthermore, to increase the number of
articles selected for analysis, book chapters, conference proceedings and other types of publications
can be incorporated into future research. Lastly, using synonyms of eco-innovation could give future
research an opportunity to understand the evolutionary nature of the subject matter.
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