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Abstract

Purpose – This study aims to identify the legitimacy issues raised during a sustainable business model
innovation, deployed by an Italian company, which was analyzed through the lens of the legitimation theory
and the business model innovation theory.
Design/methodology/approach – A single case study methodology is employed for empirical research.
Semistructured interviews, with top and middle management, were conducted together with the analysis of
several internal and external documents, to corroborate the case analysis.
Findings – Results show how the potentiality of digital technologies allows the development of new sustainable
business models, which, though, still need to gain legitimation to be accepted. The study findings allow drawing
both on the business model innovation theory and on the legitimation theory, as they show how legitimation is a
dynamic concept that involves internal as well as external stakeholders to support business model innovation.
Originality/value – The paper is novel, since it addresses the topic of sustainable business models
development, showing how companies can get legitimation. The paper builds on existing theories and provides
a practical example.
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1. Introduction
In the last decades,many digital technologies have been introduced into the design, production
and sales processes, from robots to big data analytics and artificial intelligence (Ardito et al.,
2019). Technology enables faster innovation, search for new products, processes, newways of
communication and business growth (Fletcher, 2015; Wu et al., 2018a, b; Presch et al., 2020).
This is nothing new in itself (Rothwell, 1992). What is different at present is that technology
has progressed more rapidly over the past few years than in the decade before (Bagnoli et al.,
2019). Its cost has significantly decreased, and it has changed the expectations and behaviors
of customers in almost all industries and along the entire value chain (Schniederjans andHales,
2016). Yet, in a modern society, which is confronted with global climate problems, poverty,
pollution, a lack of drinking water and adequate sanitary infrastructure, the use of digital
technologies to obtain only greater efficiency, economic effectiveness and competitive
advantage is too limited (Zhang et al., 2020). Current circumstances call for broader economic
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and social changes (Dal Mas, 2019; Massaro et al., 2018; UNEP, 2012; WWF, 2014) that can
satisfy the needs of consumers, both existing ones and those that are foreseen in the future,
with lower consumption of resources, especially the nonrenewable ones (Walsh et al., 2020).
This presumes not only more environmentally friendly product and process innovations (De
Medeiros et al., 2014) but also new business models (Boons and L€udeke-Freund, 2013;
Lewandowski, 2016; L€udeke-Freund et al., 2019) together with more transparent (O’Rourke,
2014) and sustainable supply chains (Linton et al., 2007).

Incremental process and product innovations certainly brought cleaner, more efficient,
more socially conscious products and services (Asif et al., 2013; Zuo et al., 2012), but for the
most part, they failed to grow beyond a premium-priced or green-lifestyle niche (Sinha et al.,
2020). Still, a high percentage of consumers and companies remain unwilling to pay a
premium for such advances. Alternatively, sustainable business models (SBMs) add value to
various stakeholders, including customers, shareholders, the local community, the
government, natural environment and even future generations (Bocken et al., 2014). In the
literature, this is defined as the triple bottom line of business principles (Elkington, 1997),
commonly referred to as people, planet and profit (Wilson and Post, 2013) or economy, social
equity and environment (United Nations General Assembly, 2005). However, many novel
SBMs have fallen short of their potential because they were unable to compete within the
constraints of existing or traditional business models (BMs). Internet of things, big data
analytics, artificial intelligence and blockchain, commonly known as smart technologies, can
potentially change this situation (Lombardi, 2019; Piscicelli et al., 2018). However, at the
moment, it is not clear how these technologies can impact on the sustainability of the
environment and society. On the one hand, there is a limited understanding of how
organizations need to change to embrace these technological innovations (Trequattrini et al.,
2016). On the other hand, the prospective implication of smart technologies for SBM
development, along the triple bottom line, remains mostly underexplored (Wu et al., 2018a, b).

Successful innovative efforts (i.e. sustainable or not) not only create new BMs but can also
create new markets (e.g. Agarwal and Bayus, 2002; Knott and Posen, 2009), bring existing
industries to new states, extend their life cycles and reshape their competitive landscapes.
Strategic actions of an innovative firm trigger competitors’ imitative reactions as well as they
push organization’s suppliers and other business partners to reconsider and adapt their own
BMs (Saebi et al., 2017) to fit the requirements of the new de facto standard. In the final stage, the
entire industry is transformed. However, this process demands the active management of
several market actors as part of the strategic renewal efforts. Sustainable business model
innovation (SBMI) includes not only the development and launch of a new SBMs but also
intensive communication between the innovative firm and its market since the success of the
proposed SBMdepends on the quality of interplay between variousmarket constituents (Boons
and L€udeke-Freund, 2013). Establishing a sufficient level of legitimacy of the SBM in the
market (Lippmann, 2007) represents a significant challenge for SBMI. Influential actors such as
consumers, investors, business partners play an essential role in promoting and enablingSBMI,
as state and/or regulatory or professional institutions do, and concerning this, a companymust
take into account their different realities, which are interest-driven. For example, in the context
of B2B, this means that, if company executives do not believe that a given supplier or customer
has the legitimacy to demand changes to the BM the company is pursuing, theywill not change
it, disregarding that those changes could provide more sustainability (Lombardi et al., 2019).

Laı€fi and Josserand (2016) and Wu et al. (2018a, b) suggest that the pursuit of proactive
legitimation strategies is vital for the success of BMI. At the same time, Snihur and Zott (2013)
highlight that the acquisition of legitimacy is more challenging for a BMI than is the case of
innovating a specific product, process or management technique because more stakeholders
are involved in BMI than in other innovation types. As well as sustainable transition
demands legitimacy is divided into two categories, internal and external. Internal legitimacy
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refers to how people in companies perceive and direct the actions that would be beneficial for
their companies (Drori et al., 2013), while external legitimacy deals with the organizational
environment, regulatory agencies, professional associations and reputation (Greenwood et al.,
2002). However, research on legitimacy in SBM and SBMI literature is somewhat scarce.
Given the uncertainty of SBMI, we suggest that organizational conformity to new established
sustainable norms and practices will be possible only to the extent that those norms and
practices are themselves legitimate, credible and valued (Glynn and Marquis, 2004). In that
view, the communication interface between the organization and its stakeholders and the
perception of legitimacy represents the next focus for research on SBMI.

The paper is novel for several reasons. Firstly, as suggested by Laı€fi and Josserand (2016,
p. 2343), “we know very little about the strategies deployed by innovative actors to establish
their legitimacy.” By presenting a case study, this paper aims to contribute to filling in this
gap. Additionally, previous studies on legitimation focus on the legitimation process linking
pragmatic, moral and cognitive legitimation (Tolbert and Zucker, 1996; Greenwood et al.,
2002; Johnson et al., 2006) or at the contingency aspects of the legitimation process such as
nature, the context and the audience (Laı€fi and Josserand, 2016). This study applies the late
approach to a specific case of SBMI. Our results suggest that the legitimization process
proceeds continuously across the border between the internal and external environment of
the organization and advancing along with different legitimacy types. This helps us to
understand better how SBMs, when supported by digital technologies, can be developed and
employed. Therefore, this paper aims to contribute to the special issue by helping to
understand “how organizations need to design legitimacy strategies to effectively embrace
sustainable technology solutions and the business shifts they entail.”

Thepaper is developed as follows: the introduction is followedby a literature reviewonSBMI
and legitimacy of BMI process,with a particular emphasis on the circular economy concept. The
empirical part presents a case study of an Italian company named RigenNylon (faked name to
allow anonymity), and it is focused on research design, analysis and interpretation of the data
collected by semistructured interviews and a questionnaire. The final part is the conclusion, in
which primary research’s results are summarized, and the implications of the research for theory
and practice development are presented together, with the limitations of the research.

2. Literature review
2.1 Sustainable business models
Most of the authors refer to BM indirectly or directly as the rationale of how an organization
creates, delivers and captures value. This is also a very “basic” definition of Osterwalder and
Pigneur (2010). However, still, there is no widely accepted and shared understanding among
practitioners and scientists about what BM is (Tikkanen et al., 2005). According to
Christensen et al. (2016), viewing BM as a system of interrelated elements highlights what a
business is incapable of doing. The understanding of interdependencies in a BM is essential
because those interdependencies create over time a kind of rigidity and pattern of behavior
that makes BM hard to change.

Many traditional BMs, still remaining viable at present, may rely on mispriced resources
and othermarket distortions thatmake themmore competitive than theywould otherwise be.
As sustainability trends and challenges – including energy and commodity price fluctuation,
supply insecurity or demands for transparency – continue to shift the foundations of our
current BMs, incremental innovation of sole products or processes will become less and less
effective in enabling companies to adapt and succeed. According to Zott et al. (2011), adopting
an SBM approach helps to understand how businesses can create value not only for
customers but also for other stakeholders, society and the natural environment and how this
value is captured or distributed across this broad set of stakeholders. On the other hand,
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L€udeke-Freund (2010, np) defines SBM as “a business model that creates competitive
advantage through superior customer value and contributes to the sustainable development
of the company and society.”This definition recognizes that the core of a sustainable business
is still creating and delivering customer value (Teece, 2010; Zott et al., 2011), but the
environmental and social benefits are also embedded. According to Cosenz et al. (2019, p. 1),
SBMs incorporate “concepts, principles, or goals that aim at sustainability, or integrating
sustainability into their value proposition, value creation and delivery activities, and/or value
capture mechanisms.” While Lozano (2018, p. 1164) sees them as “A holistic and systemic
reflection of how a company operationalizes its strategy, based on resource efficiency
(through operations and production, management and strategy, organizational systems,
governance, assessment and reporting, and change), so the outputs have more value and
contribute to sustainability more than the inputs (with regard to material and resources
that are transformed into products and services, economic value, human resources, and
environmental value).”

SBMs have thus been defined as BMs that create competitive advantage through
superior customer value while contributing to the sustainable development of the company
and society (L€udeke-Freund, 2010). SBM creates and delivers value that includes the
economic value (i.e. economic growth – profit, return on investments, financial resilience and
the long-term viability and stability of the business), social value (i.e. poverty alleviation,
social justice, equality, well-being, community development, long-term employment, secure
and meaningful livelihoods, labor standards and practices, wages, code of conduct, career
development, health and safety and diversity) and environmental value (i.e. the use of
resources at a rate at which they can be renewed, ensuring that emissions and waste are at a
level that can be metabolized safely by the environment, protecting biodiversity and
creating positive benefits for the environment to counter past excess). SBM hence
incorporates a triple bottom line approach and considers a wide range of stakeholder
interests, including the environment and the society. They are essential in driving and
implementing corporate innovation for sustainability; they can help embed sustainability
into business purpose and processes and serve as a critical driver for competitive advantage
(Bocken et al., 2014).

2.2 Sustainable business model innovation for circular economy
Various authors look at the BM as a significant driver for sustainable innovation (Johnson
and Suskewicz, 2009). BMI is defined as a process through which an organization changes
(Dal Mas et al., 2020). According to Johnson (2010), BMI supports firms when exploiting new
opportunities, in three different ways: (1) by supporting the development of new value
propositions; (2) by tackling new customer segments that have been traditionally overlooked
by existing value propositions; (3) by entering entirely new industries. Bj€orkdahl and Holm�en
(2013) highlight that a BMI does not discover a new product or service; however, it may
redefine a value proposition of an existing product or service, how it is delivered to a customer
and/or how the firm profits from the customer offering. The same authors also state that:
“The minimum requirement for an innovation is that it must be new to (or significantly
improved for) the firm. Thus an innovation does not need to be novel to the world” (Bj€orkdahl
and Holm�en, 2013 p. 215). The same position is shared by Amit and Zott (2010), who argue
that a BM is innovated, even if it may not be game-changing for the industry. Johnson et al.
(2008) have a different opinion and emphasize that instituting a new BM is pointless unless it
is game-changing for the industry. However, all authors agree on the fact that companies
often need to innovate their BMs only to preserve their market position and prevent the fall
into a negative spiral from which it would be difficult to get out.

According to Foss and Saebi (2017), the need for greater sustainability (e.g. social,
environmental) can be considered as a significant antecedent of BMI. Sharing economy,
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inclusive growth (Spiess-Knafl et al., 2015; Yunus et al., 2010) or target low-income consumers
(Anderson and Kupp, 2008; S�anchez and Ricart, 2010) can result in significant BMI. The role
of BMI in promoting sustainability is to analyze BM from the point of view of the triple
bottom line (i.e. economic, social and environmental) and modifying its components in order
to improve the long-term benefits firm is delivering to the society, nature and itself (Joyce and
Paquin, 2016; Bocken et al., 2015).

From the sustainability point of view, waste is not only a global concern (Paritosh et al.,
2018) or something useless, unwanted, defective but something that, in a process or product,
even if not consistent with expected quality, could become that kind of material that is
brought back to the original state and processed again. It is necessary to move from a linear
economic system, based on the “take-make-dispose” paradigm, to a circular system, based on
the maintenance of products in the life cycle, as long as possible (Bakker et al., 2014; Bocken
et al., 2018). Fulfillment of circular economy and eco-friendly enterprises create an industrial
system that allows every entity (productive or consumption, private and public) to recycle the
materials to enhance the sustainability as a whole (Bag et al., 2019). The circular economy is
based on the disappearance of the concept of waste through a sustainable and efficient design
that allows the product to be recovered, recycled and revalued as a new resource (Ellen
MacArthur Foundation, 2015; Gall et al., 2020; Lacy and Rutqvist, 2015), even leading to new
waste-based circular BMs (Henry et al., 2020). Companies adopting a circular economy
concept make BMI through the reconfigurations of product and processes, aiming to the
creation of a closed-loop model and organizational changes along the supply chain, to ensure
that everyone, during the product life cycle, guarantees the adoption of a sustainable
philosophy, possibly avoiding greenwashing (Dubey et al. 2019). In particular, for managing
circular BMs, the firms face up a lot of challenges that include “strategies for pricing,
branding, segmentation, cannibalization problems, raw material challenges, consumer
acceptance, reverse supply chain design, high innovation remanufacturing systems and
short cycle times, high specificity remanufacturing processes, and the way remanufactured
or reused products should be marked” (Sehnem et al., 2019, p. 1047). To be effectively
implemented, the circular economy requires the participation of many stakeholders, able to
encourage interventions and spread ideas, principles and benefits. First of all, companies
have a central role in the adoption of this model. They must offer products and services that
reduce the environmental impact and create social value by using natural resources
efficiently. Customers have to adapt their buying behavior and favor sustainable products,
collect waste separately and adopt leasing, rental or sharing policies. Nevertheless, it is
shown that circular BMs do not accomplish the psychological, social and cultural
requirements of the consumers, and barriers in the diffusion of the circular economy are
due to their cognitive biases. All of these aspects, in turn, lead to barriers in the diffusion of the
circular economy (Singht and Giacosa, 2019).

The circular economy gives priority to product performance and the possibility of using it,
rather than having it, creating a transition from the concept of the consumer to the idea of a
user (Gallaud and Laperche, 2016). Society is a crucial entity involved in the circular economy,
since it must provide a legal and cultural environment able to promote large-scale standards
of behavior, according to a circular model (Henry et al., 2020).

2.3 Legitimation of sustainable business model innovation
The term “legitimacy” refers to the state or fact of meeting rules or standards already in force
that are either externally or internally defined (DiMaggio and Powell, 1991; Zucker, 1988;
Berger and Luckmann, 1966; Bitektine, 2011; Tost, 2011). According to Suchman (1995);
legitimacy is used in the sense of “a generalized perception or assumption that the actions of
an entity are desirable, proper, or appropriate within some socially constructed system of
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norms, beliefs, and definitions” (p. 574). Legitimacy is ascribed a central place in the
institutional theory (Deephouse et al., 2017) and the strategic management literature
(Suddaby et al., 2017), being defined as a process, resource and outcome of conformation to
institutionally or socially defined norms, values and expectations (Oliver, 1996). Hence,
legitimacy is considered as a precondition for the continuous flow of resources and the
sustained support of organizational constituents (Deephouse et al., 2017; Pfeffer and Salancik,
1978) and a critical resource for corporate survival and growth (Zimmerman and Zeitz, 2002).
Laı€fi and Josserand (2016) and Dobrev and Gotsopoulos (2010) highlight how the lack of
legitimacy represents the highest risk for new ventures conducting emergent activities, but
also for already established innovative actors that try to break a status quo situation within
an industry. Institutional theorists have argued that innovation will become legitimate when
it is judged acceptable and desirable by the users (Suchman, 1995), in the case of SBMI that
means to be acceptable and desirable by a multitude of stakeholders involved into the
company’s value system.

Within the literature, different types of legitimacy are mentioned (Tang, 2017). For
example, Jaber and Oftedal (2020) used three institutional dimensions (regulative, normative
and cognitive) to measure legitimacy in an organization under a sustainable change.
However, the most often used is Suchman’s (1995) three-dimensional framework
distinguishing between pragmatic, moral and cognitive legitimacy. Pragmatic legitimacy
“is based on calculating the individual interests of the organization’s immediate audiences.
This immediacy means that direct exchanges take place between the organisation and its
audience” (Suchman, 1995, p. 578). A pragmatic legitimacy is a form of “exchange legitimacy”
(Suchman, 1995, p. 578), which provides instrumental, practical value to the organization. In
the case of supporting sustainable activities carried by a supplier or customer, it means
concrete benefits for an organization such as cost cutting, better reputation, increased profits,
new markets or, in case of sustainability, reduced costs due to improved resource efficiency,
reduced risk of legal liability, enhanced reputation or improved brand image (Thomas and
Lamm, 2012). Thus, business partners, when seen as means able to promote economic profit,
will be accorded pragmatic legitimacy. Moral legitimacy refers to a kind of company ready to
encourage sustainability and perceived as having moral value, accordingly to the normative
values of observers (Reuber and Morgan-Thomas, 2019). Moral legitimacy rests on a
judgment by stakeholders regarding “whether the activity is the right thing to do” (Suchman,
1995, p. 574). Such judgments generally reflect explicit individual’s beliefs, allowing the
evaluation of whether an activity is prosocial or not (Suchman, 1995, p. 579). Finally, cognitive
legitimacy is based on culturally embodied reality or shared cultural-cognitive schemas,
which are so deeply assimilated andwidespread that the question of not submitting to it or of
transgressing it does not even arise (Berger and Luckmann, 1966). In a way, cognitive
legitimacy can be considered as a passive evaluation, distinct from the more effortful,
elaborative judgments required to assess pragmatic and moral legitimacy. Based on this
three-dimensional framework, different frameworks were proposed concerning the
sequences of legitimation and the relative importance of the three dimensions of
legitimacy at the various stages (Tolbert and Zucker, 1996; Greenwood et al., 2002;
Johnson et al., 2006; Laı€fi and Josserand, 2016).

In our research, we applied the four-dimensional framework proposed by Laı€fi and
Josserand (2016) that is composed of “the nature of legitimacy, the aspect(s) of practice being
subject to legitimation, the context where legitimacy is sought, and the audience targeted”
(p. 2344). The nature of legitimacy considers different phases of legitimation development
and in that view “cognitive legitimacy is a long-term achievement that emerges after
pragmatic and moral legitimisation have occurred” (Laı€fi and Josserand, 2016, p. 2349).
The practice is subjected to legitimation and is thus represented by components of the
organization of the BM, in our case of the SBM, which needs to be legitimated by different
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stakeholders (Hacklin and Walln€ofer, 2012). A third dimension is that of contexts in which
different legitimation strategies are defined. The final, fourth dimension considers diverse
stakeholders or audiences that have different needs and thus a different view about what is
acceptable and desirable. In our case, the influential actors considered are business actors
along the entire value chain, from suppliers to customers, to users and to professional
institutions, as well as internal audiences, which the company must take into account to
successfully employ a new SBM.

3. Methodology
3.1 Research method and context
In the development of our research method, we decided to employ a case study research
method, since case studies are particularly useful when researchers need to investigate how a
phenomenon has been developed through a “contemporary set of events over which the
investigator has little or no control” (Yin, 2014, p. l913). Moreover, trying to bridge the gap
between academia and practice, case studies are more understandable by practitioners,
allowing thus easier replicability of results and lessons learned (Dal Mas et al., 2019). Case
study research is also useful to provide a freshness of perspectives to a previously researched
topic (Eisenhardt, 1989). Furthermore, a single case study with multiple levels of analysis is
applied to achieve richer and more multifaceted insights (Yin, 2014).

To develop our analysis, we focus on the case of RigenNylon (the name of the organization
has been faked to ensure anonymity). RigenNylon was founded in Italy in 1965, and the first
plant opened in Trento, in the north-eastern part of Italy. Progressively, RigenNylon has
implemented a process of business development, opening several branches, nationally and
internationally, becoming a global leader in the production of Polyamide 6, also known as
Nylon 6. RigenNylon currently represents a globally developed group, with 16 plants
employing more than 2,700 people in eight countries and three continents, with a turnover of
almost 600m euros.

Interestingly, only recently, the company started a formal R&D process. Using several
new technologies, the company was able to develop a method to regenerate Polyamide 6,
starting fromwasted products, such as fishing nets, carpets and rigid textiles. The regenerate
polymer, named Econyl®, owns the same characteristics of a newly generated Nylon.
However, despite being equal to the original polymer, the regenerated product requires a
different, that is, SBM that involves the garbage collection as well as the new value
proposition. Econyl’s casewaswell received by both customers and by the press, with several
online and printed articles worldwide. According to the four typologies of BM transformation
toward sustainability proposed by Lewandowski (2016), we can put the RigenNylon case into
the fourth typology of BM redesign that includes a complete rethinking of organization’s BM
elements, resulting into a radically new value proposition. Therefore, considering our
research aim, given the company’s vision, results and philosophy, we believe RigenNylon
represents a critical and revelatory research context (Yin, 2014) providing us with a “polar
type” to observe the process of interest (Eisenhardt, 1989).

3.2 Data collection and analysis
To develop our analysis, we employed a research protocol, since “without such
documentation you could not even repeat your work – which is another way of dealing
with reliability” (Yin, 2014, p. 1699). We collected multiple sources of evidence (Yin, 2014).
First, we collected semistructured interviews from 11 members of the organization, ranging
from the CEO to several managers, such as the Chief Operation Officer, the Chief
Innovation Officer and the Chief ICT Officer. According to Qu and Dumay (2011, p. 246), “the
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semi-structured interview involves prepared questioning guided by identified themes in a
consistent and systematic manner interposed with probes designed to elicit more elaborate
responses.”The questions focused on the overall comprehension of the company’s history, its
BM, change and future developments. Additionally, we analyzed several internal documents,
such as the strategic plan, the annual report and the corporate social responsibility report, as
well as some external material (such as the company’swebsite and the social media channels).
Finally, we developed a questionnaire focused on the analysis of RigenNylon BM, filled in by
39 middle managers. The following table summarizes the data collection and analysis (see
Table 1).

All the collected data were manually coded, using in vivo coding, and discussed among the
authors, to achieve investigator triangulation (Yin, 2014). The framework proposed by Laı€fi
and Josserand (2016) represented a coding grid that helped us in categorizing the text of the
interviews into the four dimensions of legitimation.

4. Findings
This section summarizes the results of our analysis. We present results in chronological
order. All results are then summarized in Table 2.

4.1 The triggers of the new sustainable business model
The trigger of the process that we aim to analyze in light of the legitimacy theory firstly is the
early stage of the Econyl innovation. At the beginning of 2000, RigenNylon detected a
significant reduction in orders because its most important customer, a global carpet tile
manufacturer, decided they would only buy eco-sustainable products. The CEO of
RigenNylon’s most important customer was visionary, and already at the end of the

Methodology Source

Semistructured interviews Interviews with apical figures:
President and CEO
CFO Group
President NTF* & Econyl®
President BCF** EMEA
Senior Vice-President Industrial Operations BCF**

President RigenNylonSLO
Senior Vice-President of Finance
Investor Relator and Performance Management Director
NTF Industrial Operations Director
RigenNylonSLO HR Director & AquafilCRO Finance Director
RigenNylonSLO Finance Director
RigenNylonGroup Brand and Communication Manager
RigenNylon BCF** Sales Director EMEA
RigenNylonNTF* Marketing and Communication Director

Questionnaire (12 questions) 39 fully filled questionnaires by middle managers
Content analysis Company’s corporate website

Company’s corporate presentations
Company’s annual report
Company’s sustainability report
Company’s social media channels
Articles in the press, online and printed

Note(s): * Fiber for Fabrics, ** Fiber for Carpet flooring

Table 1.
Data collection and
analysis
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nineties, he began to reflect on sustainability, circular economy and eco-sustainability
(Anderson and Lanier, 2019). As told by one of the managers we interviewed:

In 1998, the CEO of this major company made a meeting in Maui, one of the most beautiful islands
and environments in the world, bringing more than 800 people from all over the world to instruct
them on sustainability. He called us in a room and theorizes his Mission Twenty Twenty, saying:
‘Look, guys, for 2020, I want to regenerate the world through production’. Everyone thought he
was crazy.

Due to its strong commitment on reaching a more sustainable market, the orders of this
customer dropped dramatically at the beginning of the new millennium causing a turnover
reduction of more than 70%, since some competitors of RigenNylon started developing yarns
made of a certain small percentage of recycled material. One of the managers said:

it was a dramatic period, where we started to re-think about our business model, to reach this new
requirement. It was not easy for us.

One of themain problemswas to start an expensive research and development plan to change
the product, first, and the whole BM, later. The CEO declared:

I remember when amanager of an important bank visited us andwhen I told him that our ideawas to
transform a rubbish dump in a gold mine he walked away laughing . . . note the bankwent bankrupt
while we are still here, growing.

Several managers wanted to reduce the overall cost structure to be able to keep the financial
sustainability. However, RigenNylon CEOwas able to obtain the required financial resources
to develop an R&D project, even if the financial institution that they mostly cooperated with
at that time denied them the needed capital, despite the clear advantages of the new product
in terms of environmental sustainability.

Interestingly, the same bank did not survive the global financial downturn that followed in
2008. The CEO highlighted:

I was convinced that we could have made it much better than our competitors. With [names of the
other members of the board] we do things always together, but they were sceptical. However, I was
convinced that, if we had not been able to change and become more sustainable, we would have
disappeared. When I found the money, we had the resources, and everyone was on board.

These words lead to one first result, recognizing that legitimacy is related to not only external
stakeholders but also internal ones, as the CEO firstly needed to get internal legitimacy to
start developing a new product innovation. A relevant amount of money was spent in R&D,
and in 2010 a new totally sustainable product was born: Econyl. Econyl is a polyamide made
from 100% recycled raw materials that include postconsumer waste such as fishing nets,

phase Main points Legitimacy theory

The triggers of the new sustainable
business model

Requests from customers Pragmatic
Start of a massive R&D program
Redesign of the whole BM
Introduction of a new product line
Technological implementation

The supply chain development Need for waste collection Pragmatic and
moralAlliances with other partners of the

supply chain
The extension to other supply chains Expansion of the alliance Moral and

cognitiveinvolvement of opinion leaders
Table 2.

Main findings
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carpets, clothing, rugs and rigid textiles, as well as preconsumer waste such as oligomers,
scraps and others generated from the production of Nylon 6. Econyl turns consumer waste
into fashion and interior products such as clothes and carpets. Every regenerated yarn by
RigenNylon has the same physical characteristics and functional performance as traditional
nylon 6, but provides higher sustainable value in a process that can be repeated without
limitations. As the strategic plan of the company states:

No waste. No new resources. Only endless possibilities since the material might be regenerating
without any limit.

The production process is made possible due to the use of several technologies. While
chemistry-based methods enable the regeneration of the polymers, smart technologies are
used to collect and select the proper waste. The overall production has been properly used to
produce the yarns with a technology named “smart ply” that aggregates two different phases
of the production process. Interestingly, while the production process was perfectly
functioning, the company started having several problems in deploying the overall business
model. The main source of regenerated nylon is made of fishing nets recovered in the seas,
oceans and aquaculture and additional nylon waste coming from preconsumer and
postconsumer, such as fabric scraps from mills and carpets destined for landfill. The
company needed to develop a collection process and had to motivate suppliers to collect and
preserve what normally is considered as waste. The CEO stated:

when I see a rubbish dump, I see a gold mine. However, starting a collecting process was not so
easy . . . in a goldmine you just have tomine, we had to convince the owners to give us their garbage.

Additionally, despite the primary customer, the overall market was not so keen on accepting
recycled products. It was clear that there is some economic value in the new product, but there
were other issues that potential customers had difficulties in taking. One of the managers
highlighted:

We had several problems with our customers. On the one hand, several customers were sceptical.
The main question was: will ever a consumer drink from a bottle made of garbage?

RigenNylon was able to get pragmatic legitimacy internally and with the main customer, but
at this point, it was not able to develop moral legitimacy among suppliers and even less the
cognitive legitimacy needed to convince mainstream customers.

4.2 The supply chain development
Once the production of Econyl had begun, and the trust of the leading customerwas regained,
RigenNylon still had to convince its suppliers to collect the material, to be regenerated thanks
to the new technology adopted. To date, the company’s turnover coming from circular
economy had grown by 6.5% in financial year 2018 compared to 2017, representing almost
37% of the total fiber sales, with the main obstacles to the increasing production represented
by the difficulty of collecting the waste to be regenerated.

Indeed, considering the legitimacy approach, the relationships between RigenNylon and
the waste collectors were crucial for the success of the new SBM. For this reason, in 2012,
RigenNylon joined Net-Works, an umbrella business that involves a partnership between a
carpet manufacturer (Interface), a yarn producer (namely RigenNylon) and a conservation
charity (Zoological Society of London, known as ZSL) sharing the common aim to “redesign
global supply chains to create sustainable and scalable solutions that deliver less plastic and
more fish in the oceans” [1]. In detail, Interface provides business strategy, start-up capital
and a global network; ZSL provides conservation expertise, local community organization
and local partner development; and RigenNylon contributes with an innovative regeneration
process that recycles the nets into yarn [2]. Such a network allows combining business
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acumen with sustainable development, generating benefits both for local communities and
for the natural ecosystem.More precisely, in Asia, thanks to the collaboration with Net-Work,
the company collects worn fishing nets through small social businesses.

Initially, sustainability had been permanently recognized by RigenNylon’s CEO as
necessary for the company’s reputation and economic survival; however, the influence of
Interface’s CEO has triggered the transition toward the recognition of the moral dimension of
sustainability. As stated by RigenNylon’s CEO:

[. . .] We have transformed our linear business model into a circular business model. We are closing
the loop by not taking fossil fuels from the planet and by diverting waste from landfill. I think in
20 years we will either be fully sustainable or we will be out of the market.

It is quite easy to guess that, inside RigenNylon, pragmatic legitimacy turned into moral and
cognitive legitimacy, not only within the carpets division influenced by Interface’s vision but
also in all the divisions of the company.

4.3 The extension to other supply chains
The available data show that, so far, RigenNylon’s strategy has been to move toward the
sectors where Nylon 6 is extensively used, for example, the BCF (Bulk Continuous Filament)
yarn for carpets. However, historical and prospective data show that, from 2020 to 2030, the
BCFmay absorb a relevant but not growing market share, while the growing sectors seem to
be the ones of yarn productions for NTF (Nylon Textile Filaments) and LP garments. The
company should try to expand to other sectors. This willingness is confirmed by
RigenNylon’s CEO, who declared:

The carpet and textile industries grow slowly. Econyl must be exploited for finished products [. . .]
the yarn can be used for working clothes for prison personnel, military overalls, tents, [. . .] we want
to find new applications and manage them directly, so that, instead of just selling the semi-finished
product, more value is created, and the brand awareness leveraged.

There is not only an economic reason to consider other sectors besides the BCF yarn sector,
but also the vision of the RigenNylon’s CEO, who highlighted:

[. . .] through Econyl [. . .] we manage to change the sector, to find solutions to some serious pollution
problems regarding plastics, sea, textiles and so on; in my opinion, one could even set up a sales
business of sustainable products.

However, starting from the analyzed data, it is possible to say that, in the BCF yarn sector,
RigenNylon has affirmed customer intimacy and ecosystem leadership that have a positive
impact on pragmatic legitimacy. In contrast, the same approach has not been followed for
developing the cloth sectors or other ones. In the production of yarn for garments, it seems
that the focus is only on the sustainability of Econyl. Considering that Econyl per se does
not involve any specific function besides its complete recycle, it mainly conveys the moral
value linked to the environment. Therefore, without direct economic advantages, such as
product’s price, or indirect ones, such as enhanced reputation or improved brand image,
which are elements of the pragmatic legitimacy, RigenNylon is in the position to use only
moral legitimacy as a mean to sell the product. However, this is not a market position
that RigenNylon can sustain in the long term. Besides developing moral legitimacy,
RigenNylon should work on pragmatic and cognitive legitimacy. For example, cognitive
legitimacy can be developed by taking advantage of opinion leaders, for example, through
the partnership with Net-Works. Also, taking advantage of the experiences achieved in the
BCF yarn sector, RigenNylon should work in two directions. The first is a process of
building and promoting its brand identity of a sustainable company. More robust brand
recognition can support RigenNylon in acquiring pragmatic legitimacy as advocated by
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Deephouse and Carter (2005). In this case, pragmatic legitimacy focuses specifically on the
meaning of the product in its essentiallymoral dimension. The other direction, instead, goes
toward the development of customer intimacy and ecosystem leadership by proposing
itself as a reference pin for a portfolio of different sustainable products. As one of the
managers said:

If we want to succeed, we not only need to produce the best product, but it must also be affordable.

Both the objectives need time to be accomplished but represent the next step of legitimacy
development among external stakeholders that includes moral as well as pragmatic and
cognitive legitimacy.

The following table summarizes the main findings.

5. Discussion and conclusion
The exploration of our findings reveals the development of RigenNylon’s SBMI legitimacy
process, which is represented in Figure 1. The sine wave is used only to illustrate the ongoing
dialogue between the internal and external audiences of the company, intending to develop
legitimacy for Econyl. The encounter with the leading customer CEO has represented the
external trigger, which fostered RigenNylon’s CEO to turn into sustainability. Firstly,
pragmatic legitimacy emerges and evolves with the search for funds to develop Econyl’s
sustainable product. The institutionalization of pragmatic legitimacy is leveraged by the
involvement of the top management of the company’s core division and the subsequent
engagement of suppliers and partners. In this phase, moral legitimacy starts to emerge,
convincing internal and external audiences that the implementation of sustainability is the
right thing to do. The path returns internally to instill the sustainability value in the middle-
management tiers of the other divisions of the company, to start the search for new
applications of the product. Indeed, in the end, the wave flows into the external dimension,
reflecting the willingness to expand to other supply chains. In this last phase, moral
legitimacy is institutionalized and cognitive legitimacy starts to emerge.

Now concluding our study, we would like to start from the reasons that originated the
research. Undoubtedly, the capture of large amounts of data and their analysis, using smart
analytics, as well as the cut of cost in the production and other business processes (i.e.
automation and simplification) are significant for organization effectiveness. Still, smart
technologies can also contribute to the local community development and other
environmental aspects of the triple bottom as social innovations show. Smart technologies
provide new opportunities for BMI, but management needs to take a holistic view of the BM
in order to make innovation effective.

Moreover, the development of a more sustainable solution, at the same cost of a less
sustainable or traditional one, is not enough in itself. As the RigenNylon case clearly shows,
an SBM often requires to involve the whole value chain, and to operate effectively, it must get
proper legitimacy internally among employees and from the market actors involved,
including customers, suppliers and financing institutions above all. A company that wants to
establish a new SBMmust answer three key questions first: 1. Do market actors believe there
is a “business case” for them? 2. Do they believe that this is the “right” thing to do? 3. Do they
believe that this will simplify their business or not?

Indeed, considering the relevance of the material’s function, Econyl does not involve a
specific purpose, it mainly conveys the moral value linked to the sustainability of the
environment. Therefore, the customers do not acquire any particular advantage in terms of
the product’s price and functionality, which remain the same. For this reason, moral
legitimacy is a paramount with both suppliers and customers, to convince them to support
the new BM. In the RigenNylon case, the pursuit of moral legitimacy, by emphasizing the
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Figure 1.
The virtual cycle of
legitimation of the
analyzed company

Legitimation
and business

model
transformation

1655



environmental and social aspect of sustainability, seems to overcome the more pragmatic
“business case” arguments that emphasize the possible higher profit margins for green
products, enhanced reputation or improved brand image. This is a piece of essential
information for marketing communication and brand identity awareness, as according to
Branco et al. (2008) “Companies are supposed not only to have activities which are congruent
with social values but also to communicate that their activities are congruent with such
values” (p. 138).

Our contribution to the literature is based on practical guidelines for legitimacy strategy
development in case of SBMI. Organization must first of all be open to external triggers that
can sustain development of pragmatic legitimacy internally to organization and specifically
among top management. The external triggers can consist of the external or hierarchical
pressure (coercive isomorphism) that in our case is represented by the most important
organization’s customers or through modeling other sustainable organizations (mimic
isomorphism). Pragmatic legitimacy among organizational top management leads into two
development directions. The first direction is toward external sponsors that help allocate
budgets and resources and align critical stakeholders. The second direction with a time delay
goes to development of pragmatic and moral legitimacy among middle and operational
management. When the internal pragmatic and moral legitimacy are achieved,
organizational members are effectively mobilized around a common strategic and
ideological vision of sustainability (Drori and Honig, 2013), which can now act as a tool
that further reinforces organizational sustainable practices. Only now organization is ready
to adapt a newmind-set that can result in development of new sustainable solutions or SBMI.
However, SBMI cannot be sustained without a proper support of external stakeholders, at
this stage above all suppliers and partners. For this reason the legitimation process shifts
outward again. At the same time organization needs to support internalization of legitimacy
process that consists of continuous individual and collective reflection and the ability to see
connections and recognize patterns as well as to make sense between different ideas and
concepts. From that point on the legitimacy process can be extended to other business units
or programs to sustain the new developed SBM. Finally, while most of the studies on
legitimacy focus on a one-way evolution process, our results show that legitimation is a
complex process that involves internal and external actors, creating a virtuous cycle of
engagement and continuous involvement.

Like all researches, this study has some limitations. Firstly, it focuses on a specific
business sector where the regenerated product has the same characteristics as the new one.
Additionally, RigenNylon produces a raw material, not a final product. Different situations,
where the regeneration/recycled product provides different characteristics or the product is
sold to final customer, might showdifferences if compared to our results. However, we believe
that those might represent further opportunities to develop new studies on the topic,
understanding, for instance, the customers’ choices in selecting onemore sustainable product
instead of a traditional one. It would be also interesting to extend the interviews to the
different external stakeholders (and not just the managers) in order to obtain a view from
outside the organization of how its SBM is perceived. This wouldmake it possible to compare
answers and determine whether the view from the “outside” is similar to that from the
“inside.”

Being the case of polar type, it ensures replicability of the results to other organizations or
business fields.

Notes

1. http://net-works.com

2. http://net-works.com/about-net-works/partners/
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