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ABSTRACT

Sustainability With(Out) Compromise: How Companies Perceive, Manage, And Communicate Trade-Off

Decisions in The Practice of Corporate Sustainability

By Merriam Haffar

Environmental Applied Science and Management PhD Program

Ryerson University, 2018

The practice of corporate sustainability is beset with compromise; itinvolvesinevitable trade -offs across
competing objectives and across a range of stakeholders and time horizons. These trade -offs create
tension pointsthat present the company with strategicchoices that ultimately shape its overall
approach to sustainability. Accordingly, trade-offs constitute a material aspect of acompany’s
sustainability practice, and ought to be disclosed in sustainability reports. The purpose of thisresearch is
therefore to understand how companies perceive, manage, and report on these critical trade -off
decisionsin the practice of sustainability. To achieve this objective, this dissertation conducted a study

inthree phases.

In Phase |, this study conducted a review and content analysis of the trade-offliterature through the
lens of the natural resource-based view of the firm. Through this process, this study proposed a
hierarchical framework forthe analysis of trade-offs based on theirroot tensions, their

interconnections, and their connection to sustainability synergies.

In Phase Il, this study used an organizational cognition perspective to positthat companies perceiveand
respond to these trade-off decisions in ways that reflect the company’s underlying sustainability logic.
To explore thislink, this study performed a content analysis of interviews with sustainability managers,
as well as archival documents. This study found that companies with aninstrumental logicsaw trade -
offsas binaryandresolved them by counterbalancingthe ‘lose’ dimension with ‘wins’ elsewhere. In
contrast, companies with anintegrative logic saw trade-offs as non-binary, and resolved them through

an iterative, risk-based approach.

Finally, in Phase Ill, this study used a legitimacy perspective to determine whether companies are

disclosing thesetrade-offsin their sustainability reports. To do so, this study analyzed sustainability



reports and interviews with sustainability managers using content analysis. This study found that 92% of
all reporting companies had encountered sustainability trade -offs but had not disclosed them in their
reports. Evidence of these accounts were nevertheless presentin the implicit (or latent) content of the
reports. These findings highlight the negative lightin which many companies perceive trade -offs, and

the legitimacy threatthattheirdisclosure poses.
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CHAPTER 1:

Introduction

1.1. Introduction to Trade-offs in Sustainability:

Companies are increasingly expected to set and deliver on sustainability targets to manage their
sustainability performance. These efforts fall underthe banner of corporate sustainability (CS)?, which is
defined as being “a company’s delivery of long-termvalue in financial, social, environmental and ethical
terms” (UNGC 2013:4), or the corporate triple-bottom-line (TBL) (Elkington 1997). Recent literature has
emphasizedthe strategicimportance of engaging in corporate sustainability (e.g., Maxfield 2007; Vallaster
et al. 2012). These studies have argued that, following the resource-based view of the firm, the practice
of corporate sustainability has the potential to generate both tangible and intangible benefits. Through
the implementation of pollution prevention, sustainability reporting or other corporate sustainability
initiatives, a company may lower its operating costs, emissions, and resource consumption —as well as
enhance its reputation, social ‘license to operate’, stakeholder? engagement, and ultimately, its
competitiveadvantage (Porter and van der Linde 1995; Vogel 2005; Minoja 2012; Ambec and Lanoie 2008;
Vilanova et al. 2009).

This line of reasoning is known as the ‘profit maximizing conjecture’ (Li and Toppinen 2011), or
alternatively, the Business Case for Corporate Sustainability (hereafter ‘the business case’). This holds that
a company can ‘do well by doing good’ (first coined by Drucker 1984; Varenova et al. 2013), or that
corporate profitability and responsibility are interconnected (Bansal 2005). This idea of “shared value”
(Angus-Leppan et al. 2010:242) has generated a market-based incentive for companies to pursue
corporate sustainability (Li and Toppinen 2011). In doingso, business case thinking has helped move the

concept of sustainability into the corporate value-chain (Husted and Allen 2007), where previously it had

1 A note on definitions: The term corporatesustainability (CS) has been used here interchangeably with corporate
social responsibility (CSR), responsibility, and sustainability. Itis importantto note, however, that some studies
(e.g. Bansal and DesJardine2014) have made subtle distinctions between these terms. Similarly, the terms firm
and company have been used interchangeablyas well.

2 In his seminal book on stakeholder theory, Freeman defines the term stakeholder as “any group orindividual who
can affect, oris affected by, the achievement of a corporation’s purpose” (Freeman 1984:vi).

This definition covers a wide range of potential stakeholder identities. For the purposes of this thesis, the term
'stakeholder’ (as used inthe thesis) specifically refers to "customers, suppliers, employees, communities,and
financiers", as firstdefined in Freeman (1984). This definition excludes the broader interpretations of the term that
have been suggested sincethen (e.g. nature as a stakeholder; Phillipsand Reichart2000).

1



existed outside of it (an ‘externality’). Business case thinking decoupled corporate sustainability from the

notion of ‘compromise’ and replaced it with ‘win-win’.

A large body of research has since emerged on the practical application of business case thinking,
particularly onitsfundamental propositionthat financial performance and non-financial performance are
linked (e.g. Epstein and Roy 2003). Many reviews have also been conducted on the empirical research
done to-date (see for example: Orlitzky et al. 2003; Margolis and Walsh 2003; Vogel 2005; Ambec and
Lanoie 2008; Carroll and Shabana 2010). Many of these reviews have concluded that there is no clear
consensus on whetherarobust financial performance-non-financial performance linkactually exists, orin
which direction, using which measures, and under what conditions (e.g. Vogel 2005; McWilliams and
Siegel 1997; Salzmann et al. 2005; see also: Husted and Allen 2007). Moreover, authors have recently
argued that business-case thinkingis too “myopic” (Bansal and DesJardine 2014: 73) inits restrictive focus
on sustainability projects that bringa return on investmentin the short-term, ratherthan any significant
contribution to environmental or societal progress at a systems-level (Hahn et al. 2010; Figge and Hahn

2012; Bansal and DesJardine 2014).

Tengetal.(2014) and others (e.g. Walley and Whitehead 1994; Martin-Pefia et al. 2014) argue that within
a company’s own internal constraints, sustainability initiatives face competing claims from non-
sustainability projects for the same resources. In undertaking corporate sustainability initiatives,
managers face a trade-off between improving either financial or non-financial performance. Following
Byggeth and Hochschorner (2006), trade-offs are defined as being “situations when a sacrifice is made in
one area to obtain benefitsinanother...[whereby] itis usually impossibleto optimize them, all at once”
(p. 1420). Even within these sustainability initiatives, managers face yet another trade -off among the
“growing array of choices they have for how and when they will respond to environmental pres sures”
(Walley and Whitehead 1994). From the large pool of possible tools and solutions, there is no single ‘silver
bullet’ option (Walley and Whitehead 1994), and improvements in one environmental target area may
come at the expense of another (Byggeth and Hochschorner 2006; Hahn et al. 2012). As such, corporate
sustainability initiatives carry an opportunity cost; they are undertaken at the expense of competing
priorities, both within and outside the realm of sustainable development. Thatis to say, in the course of
pursuing corporate sustainability, managers struggle to reconcile competing sustainability -profitability
objectives (Li and Toppinen 2011), competing sustainability targets (Byggeth and Hochschorner 2006;
Winn et al. 2012), and competing means of achievingthem (Hahn etal. 2012; Egels-Zandénetal. 2015).



Accordingly, Hahn et al. (2010) asserts that in the practice of sustainability, trade -offs are indeed “the rule

rather than the exception” (p. 218).

As such, the questiontodayis no longer whethertrade-offs are encountered in the pursuit of corporate
sustainability, but under which circumstances, with which responses, and how best to navigate them
(Walley and Whitehead 1994; Winn et al. 2012; Beckmann et al. 2014; Hahn et al. 2014). Trade-off
research is essential to gain a deeper understanding of the compromise decision-making involved in
implementing corporate sustainability beyond the ‘win-win paradigm’ (Winn et al. 2012). The work
published to-date spans awide range of disciplines aswell as application areas. In the past several years
alone, three journal issues have been dedicated solely to this topic (Business Strategy and the
Environment, Vol. 19 (2010), Corporate Social Responsibility and Environmental Management, Vol. 19
(2012), and Journal of Business Ethics, Vol. 148 (2018)). Although research interest into trade-offs is
growing, important gaps still remain; little is yet known about the different categories of trade -offs that
are encounteredin practice, how they are perceived by managers,and how they are currently evaluated.
Furthermore, there exists a dearth of research on whether, and how, companies are disclosing these

critical trade-off decisions to their stakeholders, as part of their sustainability reporting process.
1.2 Objectives of the Dissertation:

To remedy this gap, this dissertation conducted astudyinthree phases (Phases I-1ll), detailed in Table 1-
1. Each phase takesthe form of a stand-alone research, withits own methods and theoretical lens. Each
of the three phases address a different aspect of the corporate experience with sustainability trade -offs.
As shown in Table 1-1, these three aspects include classifying trade-offs (Phase 1), managing trade-offs
(Phase Il), and communicating trade-offs (Phaselll). Given the wide scope of the overall dissertation, and
the wide range of relevant literature associated with each of the three aspects (and corresponding study
phases), adifferenttheoretical lens was chosen foreach phase. This ensured that all three aspects of the
corporate trade-off experience (classifying, managing, and communicating trade -offs) were explored as

deeply as possible, from a diverse range of theoretical perspectives.



Research Phase

|
CLASSIFYING TRADE-OFFS

]
MANAGING TRADE-OFFS

1]
COMMUNICATING TRADE-OFFS

Research
Objective

Identify the trade-offs that companies
encounter inthe practiceof corporate
sustainability

Identify whether (and how) organizational
logics influence how companies perceive
andrespond to sustainability trade-offs

Identify whether (and how) companies are
disclosingtheir trade-of decisions to their
stakeholders intheir sustainability reports

Theoretical Lens

(Natural) Resource-Based View of the Firm

Social Cognition Theory

Legitimacy and Impression Management
Theory

Research RQ 1-1. Whatare the trade-offs commonly RQ 2-1. How do companies perceive trade- | RQ 3-1. Do companies communicate their
Questions encountered by managers inthe pursuitof offs inthe practiceof sustainability? trade-off experiences in their sustainability
corporate sustainability? reports?
RQ 2-2. How do companies resolvethese
RQ 1-2. Cantrade-offs encountered inthe trade-offs when they encounter them? RQ 3-2. What motivates companies to do so
pursuitof corporatesustainability (or not)?
transforminto synergies? RQ 2-3. How do organizationallogicsshape
the companies’ experiences with these
trade-offs?
Domain and Corporate Sustainability Organizational Cognition Social and Environmental Accounting
Literature

Research Design

Systematic literaturereview

Analysis of annual reports (and company
webpages), third-party news articles,and
interviews with sustainability managers

Analysis of corporate sustainability reports
andinterviews with sustainability managers

Method

Content Analysis (Thematic/Qualitative)

Table 1-1. A classification of the theoretical, methodological, and design choices made in this study.




The purpose of Phase | is to identify the types of trade-offs (and where they originate from) that
companies experience in the practice of sustainability. The focus of this phaseis on ‘classifying trade -offs’.
Base onthisfocus, this paperdraws onthe literature on corporate sustainability. The analysis of this stage
of the dissertationinvolves surveying this literature to identify,and then analyze, articles on sustainability
trade-offs. The analysis was conducted through the theoretical lens of the natural resource-basedview of
the firm, as first described by Hart (1995). This view holds that a company’s sustainability strategy
generates sustainable competitive advantage. Resource-based theories (such as the natural resource-
basedview of the firm) have longbeen usedin the sustainability literature to explain win-win (i.e., non-
trade-off-based) sustainability gains. This theoretical lens was chosen for use in this trade-off study to
explore whetherand howtrade-offs may be transformed into synergies(and thus, form the basison which

to develop the trade-off model). This phase is guided by the following two research questions:

RQ1-1. What are the trade-offs commonly encountered by managers in the pursuit of CS?

RQ1-2. Can trade-offs encountered in the pursuit of CS transform into synergies?

Afterthe completion of Phase |, once all the various types of trade-offs that companies may encounter in
the practice of sustainability have been charted (in Phase 1), the research progressed to Phase Il. This
phase will address the second aspect of the trade-off experience: how trade-offs are managed by
companies. Thus, the purpose of Phasellis to understand how companies perceive and resolve the trade-
offsidentifiedin Phase |. Given that trade-offs present companies with strategicdecisions regarding the
design and implementation of sustainability programs, this phase is grounded in the literature on
organizational decision-making. Specifically, this phase relies on one domain of this literature, namely,
that of the role of organizational cognition in decision-making (otherwise known as ‘organizational
cognition’).Thisliterature (andits associated theoretical lens)is based on the fundamental assumption of
bounded rationality in decision-making. The literature (and corresponding theoretical perspective) of
organizational cognitiondescribes how cognitive factors direct managerial attention, filter environmental

information, and ultimately influence decision-making.

This perspective was chosen for use in this phase of the dissertation to understand how a company’s
collective dominant logic related to sustainability (an aspect of organizational cognition) influences the
way that this company manages trade-off decisions. This cognitive approach offers an interesting
alterative (yet complementary) perspective to the rational, economic-focused decision-making approach

taken in Phase | to study sustainability trade-offs. The analysis of this stage of the dissertation involves



first-hand interviews with sustainability managers as well as document analysis of annual reports and

third-party news articles. This phase is guided by the following three research questions:

RQ2-1. How do companies perceive trade-offs in the practice of sustainability?
RQ 2-2. How do companies resolve these trade-offs when they encounter them?

RQ 2-3. How do organizational logics shape the companies’ experiences with these trade -offs?

Once this study has establishedhow companies perceive and manage trade-offs, the third and final phase
then explores howcompanies communicate these experiences to their stakeholders. Assuch, the purpose
of the Phase lll of thisresearch is to identify whetherand how companies(from the same sample as Phase
I1) disclose on this trade-off experience (described in Phase I1) in their sustainability reports. Accordingly,
the focus of this third and final stage of the researchis on ‘communicating trade -offs’ (as shown in Table
1-1). Given the focus on sustainability disclosures, this phase relies on the literature on social and
environmental accounting, and in particular on the instrumental (or ‘symbolic’) use of sustainability
reports. In this area, legitimacy and impression management theories predominate. These perspectives
collectively posit that companies seek to acquire social legitimacy (a resource) through the process of
sustainability reporting—even to the extent of issuing purposefully deceptive disclosures as a strategic
tool to manage stakeholder impressions. This literature and theoretical lens were chosen based on the
preliminary findings of Herzig and Godemann (2010), who (in their analysis of web-based disclosures of
German companies) found that any mention of sustainability trade-offs was absent from the reports,
despite the companies’ claims (via interviews) that they had experienced trade-offs in practice. This
reported absence of trade-off discussions in reports revealed a disconnect between the companies’
disclosed and actual performance with regards to sustainability. This type of disconnect forms the very
basis of the impression management perspective in sustainability reporting. Therefore, this final phase of
this study seeks to understand whether, how, and why companies disclose on their trade-off experiences
in their sustainability reports, from the perspective of legitimacy and impression managementtheories.
To do this, this phase relies on the analysis of sustainability reports, as well as first-hand interviews with

the sustainability managers atthese firms. This phase is guided by the following two research questions:

RQ3-1. Do companies communicate their trade-off experiences in their sustainability reports?

RQ 3-2. What motivates companies to do so (or not)?

To achieve these objectives, the three phases utilize a qualitative and inductive research design using

contentanalysis. Contentanalysisisa research technique thatis usedto distill information from a piece



of text into discrete categories, in order to make inferences about its underlying meaning (Krippendorff
2004). Elo and Kyngas (2007) define it as being “a research method [that] is a systematic and objective
means of describing and quantifying phenomena” (p. 108) with theintent “to buildup a model, conceptual
system, [or] conceptual map” (p. 108). This is achieved through a two-step analytical process which
involves coding and then abstraction. During the process of coding, sections of the text relating to the
phenomenon-under-study are abstracted into codes (Graneheim and Lundeman 2004). In the subsequent
abstraction phase, these codes are then grouped (and reduced further) into categories, from which
inferences can then be made about the core message contained in the text (Graneheim and Lundeman
2004). This abstraction process continues until data saturation has been reached (Elo and Kyngas, 2007).
As a technique, content analysis can be quantitative or qualitative in nature. This classification is based
not on which contentis coded (which would be either latent or manifest content), but ratheron how the
content is analyzed or described after coding, either quantitatively or qualitatively (Krippendorff 2004).
Quantitative content analysis refers to a “statistical technique for obtaining descriptive data on content
variables” within a text (George 1959 in Franzosi 2008: 222). All three phases of this dissertation utilize
both forms of the contentanalysis method to ultimately provide a detailed and comprehensive look into
how companies perceive, manage, and communicate trade-off decisionsin the practice of sustainability.
Chapters 2, 3, and 4 provide further details on the method used to answer the chapters’ respective
research questions. Given that this research involved seeking information from human participants
through interviews, it was undertaken with the prior approval of Ryerson University’s Research Ethics
Board, as perthe publishedguidelines of the Tri-Council Policy Statement II. Participation inthis studywas
voluntary, unpaid and confidential. To maintain confidentiality, the identities of the studycompanies (and

participants) were withheld.
1.3. Organization of the Dissertation:

This dissertationtakes the form of a manuscript-based thesis, which centers on three papers that together
make up Chapters 2, 3, and 4. All three chapters, therefore, include an introduction, literature review,
method, results, discussion, and conclusion. The findings of each of the three chapters have also been
summarized in a series of data tables that have been included within the text itself (lengthy tables have
beenincludedinthe three appendicesinstead of the main text). Some modifications have been made to
the papers as submitted in order to avoid repetition in the dissertation and to improve the flow of the
text. Forexample, the introductory material forall three chapters has been reduced, as has the literature

review sections on sustainability trade-offs.



Each of these three chapters (2, 3, and 4) forms the basisfor a peer-reviewed journalarticle. Chapter2is

based on a paper published in the Journal of Business Ethics:

Haffar, M., and Searcy, C. (2017). Classification of trade-offs encounteredin the practice of corporate

sustainability. Journal of Business Ethics, 140(3), 495-522. https://doi.org/10.1007/s10551-015-2678-1.

As the basis of Chapter2, this paperpresentsasystematicliteraturereview (and contentanalysis) of all
peer-reviewed journal articles that have been published on trade-offs in corporate sustainability, at the
time of the study (June 2014). The objective of this study was to organize the existing literature to assess
how much is currently known about trade-offs in corporate sustainability and to identify existing
knowledge gaps. Ultimately, the goal of this study was to bring together the wide range of published
trade-off research into asingle ‘big-picture’ model that would represent the kinds of trade -offs that
companies have encounteredin the real-world practice of corporate sustainability, thus fararound the
world. The model that this paper proposed not only identified the categories of trade -offs encountered,

but also theirsources (theirroottensions), as well as theirinterconnections.

For this paper, the primary author was Ms. Merriam Haffar. Ms. Haffar’sinvolvement with the
development of this paperinvolved: 1) designing the appropriate study methodology, 2) conducting the
review and content analysis, 3) synthesizing the results and developing the conceptual model, and 4)
writingthe paperwithinthe appropriate journalstyle, format, and thematicfocus. The secondary
author was Dr. Cory Searcy. Dr. Searcy’s involvementincluded: 1) concept development, 2) supervision

of the research process, and 3) review of the manuscriptin preparation for publication.

The manuscripts that form the basis for chapters 3 and 4 are currently under review at prominent
international journals. Similar to the above, Ms. Haffar also led the development of these two papers.

These manuscripts, which form the basis of chapters 3 and 4 respectively, are:

Haffar, M., and Searcy, C. (2018). How organizational logics shape trade-off decision-making in

sustainability. Manuscript submitted for publication at Long Range Planning.

Haffar, M., and Searcy, C. (2018). Legitimizing ‘bad news’: How companies disclose their trade-off
experiences in their sustainability reports. Manuscript submitted for publication at Accounting,

Organizations, and Society.



CHAPTER 2:
Classification of Trade-Offs Encountered in the Practice of Corporate Sustainability
2.1, Introduction:

The practice of corporate sustainability isbecomingincreasingly institutionalized inlarge companies. Over
90% of the world’s largest companies now consistently report on at least some aspects of their
sustainability performance (KPMG 2017). Although many different definitions of the term corporate
sustainability have been presented (Bansal and Song 2017), most define it with respect to the ‘triple
bottom line’ of economic, social, and environmental performance (Elkington 1997). For the purposes of
this paper, we define corporate sustainability as “meeting the needs of a firm’s direct and indirect
stakeholders (such as shareholders, employees, clients, pressure groups, communities etc.), without
compromising its ability to meet the needs of future stakeholders as well” (Dyllick and Hockerts 2002:

131).

Extant research has affirmed that sustainable development is a wicked problem (Rittel et al. 1973;
Pryshlakivsky and Searcy 2013). It is beset with inevitable tensions across conflicting time horizons
(between generations), across different levels (individual and systemic), and different sustainability
objectives(social, economic, environmental,among others) (Campbell 1996). It comes as no surprise then
that the “application of this conceptto the organizational-level” (Hahn etal. 2015), otherwise known as

corporate sustainability, is similarly beset with inherent tensions and conflicts.

In the practice of sustainability, tensions may be perceived by companies as being either a trade -off or
synergy. The formeris synonymous with compromiseand is defined as being ‘win-lose’ situations “when
a sacrifice ismade in one area to obtain benefitsin another [whereby] itis usuallyimpossible to optimize
[all dimensions], all atonce” (Byggeth and Hochschorner2006: 1420). Synergies, onthe otherhand, are
synonymous with win-win, and the two terms are often considered interchangeable (Van der Byl and
Slawinski, 2015). The purpose of this chapter—and Phase | of this dissertation research —is to conduct a
systematicreview of the literature on trade-offsin corporate sustainability, with the same methodological
rigoras has been applied tothe numerousreviews that have examined the win-win paradigm. This chapter
seeks to explore a key trade-off theme—namely, identifying trade-offs— from both a managerial and

company-perspective. The first research question guiding this work is:

RQ1-1. What are the trade-offs commonly encountered by managers in the pursuit of

corporate sustainability?



By conducting this review and by answering this question, this chapteraims to tackle thelargertheoretical
challenge of determining whether or not these corporate sustainability trade-offs may be overcome.
Therefore, afteraddressing RQ 1-1 and establishing the different kinds of corporate sustainability trade-

offs that have been commonly encountered, the second research question becomes:

RQ1-2. Can trade-offs encountered in the pursuit of corporate sustainability transform into

synergies?

Thus, drawing on resource-based theory, this chapter seeks to find the common theoretical ground
between trade-offthinking and ‘win-win’ (or business case) thinking, to better understand if, how, and to
what extent sustainability trade-offs can transform into sustainability synergies. Rather than being
mutually exclusive or polar opposites, this chapter posits that the two perspectives of trade-off and
synergy (or ‘win-lose’ and ‘win-win’) are in fact in a dynamic relationship, whereby it is possible under

specificcircumstances to move between one and the other, in the practice of corporate sustainability.

This chapter will achieve this aim by first identifying the fundamental tensions at the root of trade -off
decision-making in corporate sustainability. This chapter will then argue that these tensions may be
expressed as either competition or complementarity (following Epstein et al. 2014), leading to either
sustainability trade-offs or sustainability synergies, respectively. By classifying these tensions and their
corresponding trade-offs, and then arranging them into a hierarchical framework, this chapter will
describe how compromise situations in corporate sustainability are interconnected through a chain of
hierarchy. Based on resource-based theory, this framework will then be used to explain how these
compromises may be more effectively managed in the practice of corporate sustainability—either by
minimizing the loss dimension in trade-off decisions, or (where possible) transforming these compromises

into synergies. To accomplish this goal, this chapter will be guided by the following research aims:

1) Conduct aliterature review: Thiswillinvolve screening the relevantliterature for descriptions of

trade-offs and conflicts in corporate sustainability.

2) Perform content analysis: This will involve extracting prominent trade-offs that have been

described in the screened literature.

3) Develop a hierarchical trade-off framework: This will involve categorizing the identified trade-

offs, classifying their underlying tensions, and arranging them into a hierarchical framework.
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4) Discuss the implications of this framework to corporate sustainability theory and practice: This
will involve exploring the implications of this hierarchical framework on the basis of resource-

based theory.

The analysis of the framework has been informed by the resource-based view of the firm, or RBV (as
described by Barney 1991, and earlier by Penrose 1959), and in particular to Hart’s (1995) natural
resource-based view of the firm (or NRBV). The RBV holds that all firms are in possession of a unique
combination of tangibleand intangible resources (such as financial assets) and organizational capabilities
(such as innovation or stakeholder management). A firm can only achieve ‘sustained competitive
advantage’ and maintain its long-term profitability by strategically developing these resources and
capabilities. In 1995, Hart applied this theory to the realm of corporate sustainability and developed it
further by taking into account the growing influence of environmental constraintsimposed on the firm.
Hart posited that corporate responses to sustainability pressures (under constraint) lead firms to
undertake corporate sustainability strategies that develop the firm’s organizational capabilities — which
in turn may lead to both sustained and sustainable advantage (Orliztky et al. 2011). Some examples of
these types of strategic capabilities include: pollution prevention, product stewardship, and sustainable
development (Hart 1995). By connecting corporate sustainability strategy with financial performance and
competitive advantage, NRBV formed one of the key theoretical bases of business case thinking, as
described earlier (see: Hart and Dowell 2011). For this very reason, NRBV has been used here to inform
the analysis of the trade-off framework, in orderto betterconnect business case thinking with trade -off
thinking under a single predominant management theory— and to ultimately explain the dynamic

interplay between trade-offs and synergies encountered in corporate sustainability.

This chapter therefore makesanumber of significant contributions to the literature on trade-offs: firstly,
while other excellent trade-off frameworks have been developed (e.g. Hahn et al. 2010 and 2014), this
chapteris the first so far to attempt a comprehensive, hierarchical classification of the theoretical- and
applied-level trade-offs encountered throughout the implementation process, from policy to practice.
Secondly, the framework developed here offers ameans of connecting the two disparate perspectives of
‘win-win’ and ‘win-lose’ in theory, and subsequently offers guidance on how to shift between the two
states in practice. This includes guidance how to effectively maneuver among the various sustainability

trade-offs encountered in practice, based on their hierarchical order.

The remainder of the chapter begins with a discussion of the screening methodology, followed by a

descriptive and thematic analysis of the references collected. Based on the literature, a hierarchical
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framework for conceptualizing trade-offs incorporate sustainabilityis proposed. Thisis thenusedto guide

the discussion of the findings.

2.2, Method:

A systematic review was conducted of peer-reviewed literature on trade-offs in corporate sustainability
(using a process similar to Seuring and Gold 2012 and Giminez and Tachizawa 2012). As represented in
Figure 2-1, this process included a search-and-screening of published literature based on selected
keywords, followed by a contentanalysis (as described by Seuring and Gold 2012 and Hahn and Kuhnen
2013). The content categories thatemerged from the analysis stage were examined and —based on their

connections and the contexts in which they appeared —arranged into a conceptual framework.

Database
—> Search —
(EBSCO)

Database

Keyword
Search

\ 4

Search
(ProQuest)

\4

Abstract
Screen

Paper
Screen

Content
Analysis

Conceptual
Framework

Database
—> Search —
(SCOPUS)

Figure 2-1: The methodology followed for the review and framework, in Phase | of this dissertation.

2.2.1. Database Search:

Ahead of the search, a number of keyword terms were tested using ProQuest. This was a necessary step
given the wide variation in the published terms referring to ‘corporate sustainability’ and ‘trade -offs’.
Furthermore, the keyword choicesmade at this stage would impact both the validity and reliability of the
review later on. Validity represents “the degreeto which ameasure assesses what it purportsto measure”
(Fink 2005; 111), which here would amount to the degree to which the study claims and findings (i.e., the
categories and explanatory framework) accurately represent the types of trade-offs encountered in

corporate sustainability. Onthe other hand, reliability “providesassurance that particular research results
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can be duplicated” (Krippendorff 2004:212), which here would refer to the reproducibility and

‘trustworthiness’ of the review process and its conclusions (Krippendorff 2004).

By altering the keywords used, the scope of the review may be broadened to better capture morerelevant
references, makingit more comprehensive and thereby raising the validity of the findings. However, this
may come at the expense of the reliability of the process, as a largerscope will generate alarger number
of referencesthatwould then be subjectto screening (Tranfield etal. 2003). With this validity-reliability
trade-offin mind, the different keyword combinations were systematicallyassessed based on: 1) whether
they captured key trade-off articles (such as Hahn et al. 2010; Byggeth and Hochschorner 2006; Angus-
Leppan et al. 2010), 2) how many references they generated overall, and 3) of these, how many overall
were relevanttothe research topic. Based on this, the keywords selected for use in the title, abstractand
keyword fields were: (trade-off*/tradeoff*/tension) and (sustainab*/CSR/environmental) and
(corporat*/firm*/manager*). A search was then conducted in June 2014 on three databases with a
managementfocus, namely: ProQuest Business, SCOPUS Business Source Elite and EBSCO Social Science
and Humanities. Multiple databases were used to enhance the comprehensiveness of the search, given
that trade-off research has been published in a wide range of journals and disciplines, and that joumal
coverage varies among databases. The search was limited to English-language, peer-reviewed artides
publishedin scholarly journals. It is important to note that although keyword-based searches provide a
practical way of screening alarge bodyof literature, these searches are nevertheless limitedin their ability
to uncover potentiallyrelevant material outside the scope of the keywordsused. Thatisto say, in spite of
the efforts taken to improve the comprehensiveness of the search used here, other relevant work on
trade-offsin corporate sustainability may have beenoverlooked. In order to mitigate this risk and enhance
the search, awide group of the mostrelevant keywords were chosen, as describedabove.Theseincluded
variations on trade-off-related keywords (e.g., trade-off and tension) and in their spelling (e.g. trade-off

and tradeoff). These keywords were also tested ahead of use as described earlier.
2.2.2. Article Screening:

All articleswere then screened for relevance based on a reading of the abstracts followed by the papers
themselves.To overcomethe threats to validity and reliability discussed earlier, arigorous set of screening
criteriawas used to determinearticleinclusion or exclusion. In the abstract review, articles were assessed
based on theirrelevance to the topic. Articles were included if they contained a clear discussion of all of
the following: 1) trade-off outcomes or the decision-making process, 2) sustainable development, and 3)

from a business or managerial perspective. In the paper review, articles were assessed based on their
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relevance to the pre-defined research questions. Articles were included if they offered relevant insight
intothe types of trade-offs encountered in corporate sustainability, or how these compromise decisions
are evaluated or perceived by corporate decision-makers. The screening process yielded 56 results. Asa
final step, the referencelistsforanumber of key trade -offarticles (the same articles used for the keyword
test earlier: Hahn et al. 2010; Byggeth and Hochschorner 2006; Angus-Leppan etal. 2010) were scanned
for relevant references not captured by the databases. This was an important step, given that keyword-
based searches are limited in their ability to capture relevant work outside the scope of the keywords
chosen, as described earlier. This yielded two seminal trade-off articles (namely, Walley and Whitehead
1994 and Kaptein and Wempe 2001) that were then addedto the finallist. The total number of references

that passed the search/screen came to 58.
2.2.3. ContentAnalysis:

Each of the 58 references were analyzed by content analysis, which included a quantitative (descriptive)
and qualitative (thematic) component. This technique has been used here at a top-level to chart the
distribution of the trade-off articles by topic, journal, publication date and other descriptive factors (see
section 3.1 below). On the other hand, qualitative content analysis (also referred to as ‘interpretive’ or
‘connotative’; Krippendorff 2004) is “more interested in the meanings associated with messages rather
than with the number of times message variables occur” (Frey et al. 2000: 237). In other words, it relies
on the absence or presence of content categories (which may be eitherlatent or manifest), ratherthana
frequency count. This form of content analysis has been applied here to aid in the development of a
framework to conceptualize trade-offs in corporate sustainability— the various categories, possible

interconnections, and sources—and to answer the research questions.

The qualitative (thematic) analysis was done by aniterative process of summarizing the articles, extracting
common themes, and classifying the studies based on these themes. The exploratory approach used was
based on grounded theory, which is defined as that “in which generalizations are grounded or inferred
from the data collected” (Frey et al. 2000: 281). This is an inductive approach commonly used for the
purposes of theory-building (Frey et al. 2000). The analysis proceeded as follows: the articles were first
categorized according to overall theme — whether they addressed trade-offs at a top-level or within a
particular area of application (e.g., supply chain management)—the articles were then read through
multiple times, whilst summarizing their information and looking for emerging patterns between their
findings or discussions. What emerged was a set of content categories (categories of trade-offs

encounteredin corporate sustainability), that were then grouped based on a furtherlevel of abstraction
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(categories of tensions) and then arranged into a framework based on the readings. During the analysis,
categories of corporate sustainability trade-offs appeared in both the manifestand latent content of the

articles examined?.
2.3. Results:

The results of the descriptive component of the content analysis have been detailed in the section of this
chaptertitled ‘Background onthe Sample’ (3.1), whilethe results for the thematiccomponent have been
described in the proceeding section titled ‘Thematic Analysis’ (3.2). This latter section describes the
conflict themes and categories that have emerged from the review, and which form the basis of the
framework (whichis described in the sub-section titled ‘Conceptual Framework’). This framework is then

used to guide the discussion of the results in more detail in the remainder of the chapter.
2.3.1. Background on Sample:

Figure 2-2 presents a breakdown of these studies by journal. As shown, almost half of the literature on
corporate sustainability trade-offs were published ‘one-off in a wide variety of journals. From the
references captured in this review, it is apparent that trade-off research varies widely in terms of
publications, disciplines, areas of application, research approaches, and methodologies. This variation is
likely wider still, given that this screening process did notinclude the large body of work on trade -offsin
sustainability planning (e.g., Morrison-Saunders and Pope 2013) or in sustainability-related consumer
purchasing decisions (e.g.,0Olson 2013, Lekakos et al. 2014). The reason behind this diversity isthat trade-
offsare a fundamental component of decision-making, which itself extends to multiple disciplines (Retief

etal. 2013).

The references captured here were classified according to the overall study category (Figure 2-3); these
studies either addressed trade-offs in corporate sustainability in general at a theoretical level, or at an

appliedlevel (inaparticular application area, such as corporate sustainability reporting for example). The

3 As anexample of the former: several articles (such as McWilliams and Siegel 1997; Xepapadeas and De Zeeuw
1999; Vilanova etal.2009; Cainellietal.2013) examined the effect of improved responsibility againstvarious
dimensions of profitability, or the manifesttrade-off between financialand non-financial performanceareas.
Alternatively, for latent content: Minoja (2012) discussed the practical application of stakeholder theory to
effectively manage multiplecompany stakeholders with competing objectives. This discussion features two
underlying latent trade-off categories: which stakeholders to prioritize, and of these which stakeholder demands
to respond to.
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latter group of applied studieswas then classified further (Figure 2-4) according to the study sub-category

depending on the application area.

M SINGLE REF Journals
M Business Strategy and the Environment
® Journal of Business Ethics

® International Journal of Production

Research
W Corporate Social Responsibility and

Environmental Management
M Harvard Business Review

1 International Journal of Production

Economics
Joumal of Corporate Citizenship

Jourmal of Cleaner Production

Figure 2-2: The distribution of references by journal. The total number of journals came to 36. Journals
that only published asingle trade-off study (as capturedin this review) were grouped as a single category

(‘SINGLE REF).
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Figure 2-3: The distribution of references over and by trade-off study theme (either as theoretical or

applied). The years in which the special issues on trade-offs were published are marked by arrows.
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From Figure 2-3, we can see thattrade-off research firstemerged in the mid-1990s, alongside the arrival
of win-winthinking (e.g., Porter and van der Linde 1995; Elkington 1997). As shown, the body of literature
generated has been growingin both quantity and scope. As expected, the years that saw the publication
of special journal issues showed a spike intrade-offresearch, for both applied and theoretical studies (as
shown in Figure 3). In terms of scope, the earliest studies focused solely on sustainability trade -offs
encountered in theory (at a conceptual level). An example is Xepapadeas and De Zeeuw (1999) who
conducted a quantitative analysis of the possible trade-off between environmental performance and a

firm’s competitiveness at a top-level.

4
3 _ * | Supply Chain

B Measurement/Disclosure

2 L

Product & Process
SIRER NN | I T il
0

9 & & O L o O
» &S S S
N ADT ADT ADT AD '19 '»Q Q7 AR

™
W
'»QmQ

Figure 2-4: The distribution of references (applied studies only) over time and by study sub-theme. Once

again, the years in which the special issues on trade-offs were published are marked by arrows.

Over time, the literature has spread to address trade-offs in the practical application of corporate
sustainability (atan appliedlevel) in three different corporate sustainability application areas, namely in
sustainable supply chain management, reporting and rating (‘measurement and disclosure’), and
operations (‘product and process improvements’). Examples of these studies include: Handfield et al.
(2002) who proposed a decision-making modelforsupplierassessment thatincorporates environmental
criteria (that may conflict with traditional financial supplier criteria), Joseph (2012) who presented a
conceptual discussion ofthe conflicts encountered in the sustainability reportingprocess under the Global
Reporting Initiative, and Driessen and Hillebrand (2012) who conducted a qualitative study of the
challenges encountered by companies attempting to balance conflicting stakeholder issues during the
process of green product development. All of these three application areas are characterized by complex

decision-making, under resource constraints, across organizational boundaries, and involving multiple
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stakeholders. [t comes as no surprise then that trade-offs are encountered—and have been studied— in
these areas. Figure 2-4 charts the distribution of these applied studies over time. As shown, all three
categories have received growing research attention. Research growth appears strongestin the areas of

supply chain management and sustainability reporting.
2.3.2. Thematic Analysis:

The qualitative analysis of the articles was conducted at two thematiclevels: at the level of the trade -offs
themselves, and at the level of their underlying tensions. The trade -off/tension categories that emerged
from the analysis were presentin eitherthe explicit (manifest) orthe connotative (latent) content of the
articles examined. Tables 2-1 and 2-2 (Appendix A) summarize the 58 articles reviewed, based on their
contribution to trade-off research (and the research question) as well as the trade -off/tension categories

they covered.

For either thematiclevel, some categories appeared throughout the majority of the articles (e.g., the
trade-off between the various performance dimensions, or the tension between private value -shared
value), while others appeared intermittently and were concentrated mostly in the applied studies (e.g,
trade-off between competing implementation approaches, orthe tension between the measurement and
management of sustainability performance). This distribution mirrors where these conflicts are
encountered along the corporate sustainability implementation process; some trade-off/tension
categories are encounteredearly on atthe level of strategy and corporate sustainability policy (ata macro

level), while others are encountered further along the impleme ntation process (at a micro level).

The results of this thematic analysis are presented in the proceeding sections, as follows: first, the
definitions of the key conflict terms are presented based on the literature (3.2.1), then, the conflict
categories that emerged from the analysis are described and arranged into a conceptual framework
(3.2.2). This framework serves a dual purpose; it not only serves to summarize the results (the content
categories of trade-offs and tensions that emerge from the review), but also to provide an outline that
guidestheirdiscussion (insection 4). Italso servesto bring togetherthe wide range of trade -off research
captured in this review (as shown in Figures 2-2 and 2-3). Finally, this framework is then compared to

other trade-off frameworks that have already been developed (3.2.3).
2.3.2.1. Defining Trade-offs, Tensions and Paradoxes in corporate sustainability:

From the articles analyzed, itis apparent that corporate sustainability is understood as being both an

outcome and a process (see for example: Epstein and Widener 2010; Wu and Pagell 2011; Reuter et al.
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2012). The former—which refers to a target level of improved performance along some measure of
sustainability—is achieved through the latter— which refers to the strategic- and managerial-level
decisionsinvolved (Epstein and Widener 2010). Thus, a firm’s sustainability performance is a function of
its decision-making (as posited by resource-based theory; Barney 1991), a key component of which are
trade-off decisions(Retiefetal. 2013). It follows thenthatan understanding of trade -offs is at the core of
corporate sustainability (see also: Walley and Whitehead 1994; Hahn et al. 2010; Winnetal.2012). Atthe
core of trade-offsthemselves are two key issues: constraint and competition. Trade-offs can be described
as decisions made under resource constraints, among competing decision outcomes (e.g., reduced
emissions vs reduced water usage), and under competing decision objectives (e.g., responding to local
community vs to consumers globally) (Hahn et al. 2010). This competitionisaform of tension. Epstein et
al. (2014) define tensions as being “two phenomenain a dynamic relationship that involve both
competition and complementarity” (p. 3). This means that the notions of trade-off (‘win-lose’) and synergy
(‘win-win’) are essentially different outcomes of the same root tension.This can be seeninthe literature:
the research on win-lose or win-win in corporate sustainability are often connected, yet paradoxically the
two debatesremain ‘polarized’ (Beckmann etal. 2014). In spite of this, studies have recently shown that
managers engaged in corporate sustainability in a new wave of sustainability ‘leader’ companies
consistently perceive both the competition and complementarity, either at the same time or over time

(Angus-Leppan et al. 2010; Dutta et al. 2012; Varenova et al. 2013; Epstein et al. 2014).

Forexample, Epstein etal. (2014) uses a case study approach to study managerial perception of the triple-
bottom-line conceptin several best-practice firms. The authors found thatin these firms, managersfollow
a new ‘paradox perspective’ of trade-offs where win-lose and win-win can co-exist in the same firm.
Managers interviewed “say they are deciding in favor of financial performance whenever finandial
performance [and sustainability were] in conflict”, yettheyactively chose to “avoid actions that would be
really bad for sustainability” (p. 7). The authors found that these decisions were based on pre -set
‘boundary conditions’ that defined minimally-acceptableirresponsible behavior. When making decisions,
these conditionsdelineated ‘trade-off-free zones’ in managerial decision-making; here, managers did not
evaluate trade-offs in financial terms, instead decisions were automatic in favor of sustainability.
Varenova et al. (2013) conducted a similar study on executives in the UK, using a mixed methods
approach. The findings indicated that executives perceived both trade-off and synergistic opportunities
between the objectivesof responsibility and profitability. Under certaincircumstances, the two objectives

were believed to be in synergy. The authors found that “companies [that] adhere to [a] narrow view of
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stakeholders” (p. 203) were increasing the likelihood of synergy, by being strategically selective of the

initiatives they undertake under certain circumstances.

Other studies explained the co-existence of win-win and win-lose conceptually. Beckmann et al. (2014)
employed an ordonomic approach, which by definition “engages in an analysis of how the ‘order of
thought’ (semantics)...shape[s] the way problems and their potential solutions are framed” (p. 20). Hahn
et al. (2014) relied on the use of organizational paradoxes. The authors proposed that paradox strategies
(from organizational theory) can be used in support of the “integrative view” (p. 7) of corporate
sustainability, which posits that “firms need to pursue different sustainability aspects simultaneously —
even if they seem to contradict each other” (p. 7). Minoja (2012) extends this concept further to
organizational ambidexterity. The author argued that serving a “plurality” (p. 68) of stakeholders with
conflictingdemands is ultimately detrimentalto afirm, and that a more strategicapproach to identifying
key stakeholders (basedon ambidexterity theory) would improve firm performance as well as stakeholder
cooperation. Bansal and Deslardine (2014) indicate that such an ambidextrous perspective can be
explained in terms of time; that trade-offs can become synergies under a broader, systems-based
perspectivethat considers alongertime-horizon. According to the authors: “time shouldbe atthe center
of organizational theorizing, in orderto enhance both organizationaland societal outcomes overthe long

term” (Bansal and Deslardine 2014: 71).

All of these studies provide growing empirical and conceptual evidence that in this new wave of
paradoxical leader firms, corporate sustainability trade-offs and corporate sustainability synergies can
indeed co-exist, and that it may be possible to shift between the two states. Yet there is still no universal
mechanism to explain this dynamic win-win and win-lose relationship, or to explain the hierarchy of

conflict situations encountered throughout this process.

Inaddition, theseand the remainder of the references usedin thisreviewdifferedin their use of the terms
trade-offs, tensions and paradoxes, some with little distinction between the terms. In order to analyze
this literature it would be important as a first step to delineate these terms and establish their precise
definitions. For the purposes of this chapter, and based on the analysis of the literature captured, the
definitions have been clarified as follows: a tension between two or more criteria can resultin either
trade-off orsynergy (followingforexample Epstein et al. 2014). When both states existed simultaneously,
the condition is referred to as a paradox (following for example Ramirez 2012). Under resource
constraints, the tension is one of competition, resulting in a trade-off (following for example Gavronski et

al. 2012). These definitions were reached by collating the various definitions presented in the 58 articles
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reviewed forthe three major conflict terms (tensions, trade -offs, and paradoxes), and adopting the most

predominant, non-overlapping definitions presented.

2.3.2.2, Conceptual Framework:

From the content analysis, it appears that trade-offs in corporate sustainability stem from three basic
tensions: private value-shared value, ‘scope-depth’ (Csutora 2011), and measurement-management. As
showninTable 2-3, these three tensions can be organizedin ahierarchy based onthe inter-relationships

in the trade-offs they generate.

PRIVATE VALUE — SHARED VALUE

Whether?

PERFORMANCE DIMENSION TIME STAKEHOLDER

Among conflicting stakeholder
demands

Social/Environmental Performance Short-term vs Long-term

(S/EP) vs Financial Performance (FP)

Or Environmental Performance (EP) vs
Social Performance (SP)

‘SCOPE — DEPTH’ MEASUREMENT - MANAGEMENT

e As Stakeholder e As Stakeholder How?
Inclusion Communication
Which?
PERFORMANCE IMPLEMENTATION MANAGEMENT MEASUREMENT
TARGETS APPROACH APPROACH APPROACH

Among conflicting
performance target areas

Among conflicting
implementation

Centralized vs De-
centralized

Relative vs Absolute

approaches (per target)

Table 2-3: A breakdown of the tension and trade-off categories (that may be either conflicting or

mutually-exclusive) that make up the conceptual framework of trade-offs in corporate sustainability.

At the top of this hierarchy lies the firstand most fundamental tension: the tension that exists between
the creation of private (company) value versus the creation of shared value. Shared value, as defined by
Porter and Kramer (2011), refers to the creation of “economic value in a way that also creates value for
society by addressingits needsand challenges” (p. 2). Itencompassesthe notion of private value and then
moves beyond it. It is rooted in a systems perspective, whereby societal progress and economic growth
are necessarily interconnectedand can be ‘simultaneously advanced’ (Porterand Kramer 2011: 2). Porter

and Kramer are quick to stress though that while the creation of shared value is focused on ‘win-win’
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public and private benefits, it must necessarily take into account the “benefits relative to costs, not just

benefits alone” (2011: 2, emphasis added).

For the purposes of this chapter and based on the findings of this review, this central tension can be
defined as the tension between a company’s pursuit of private company value versus its pursuit of a
broader concept of shared value that takes into account societal costs and benefits. Alternatively, this
tension can also be described as that between the valuations of private profitability and societal
responsibility of corporate sustainability initiatives, from the perspective of the company engagingin
these initiatives. In this framework, this private value-shared value tension seeks to ask whether a
company should engage in corporate sustainability, and appears at the root of all trade-off decisions in

both the theoretical and applied studies.

As described earlier, tensions can manifest as either complementarity or competition, leading to either
trade-offs orsynergies. Underresource constraints, this private value-shared value tension translates into
a cost-benefit trade-off among the various companyperformance dimensions (e.g. Walley and Whitehead
1994), across different time horizons (e.g., Bansal and DesJardine 2014; Teng et al. 2014), and among
various key stakeholders (e.g., Epstein and Widener 2010; Minoja 2012), reflecting the three trade-off
categories that stem from it (Table 2-3). Alternatively, in the absence of any kind of resource or
environmental constraints, a company undertaking corporate sustainability initiatives can ideally create

both private as well as shared value. This is the basis of the win-win business case.

From this basic tension stems two others: ‘scope-depth’ (which areas to engage in) and measurement-
management (how to engage in them), which are based on the ‘scope-depth’ and ‘policy-performance’
paradoxes proposed by Csutora (2011). The former was defined as that which “proposes a trade -off...
between the scope and the depth of sustainability agendas” (Csutora 2011: 166), such that the largerthe
agenda, the lower the relevance and meaningfulness of the information ‘captured’. The author defines
this tension as both a paradox and a trade-off (Csutora 2011). Here, we propose that under resource
constraints (which impose limits on the scope and depth of the corporate sustainability initiatives
undertaken), this tension translates into specific categories of trade -offs. Theseinclude trade-offs among
the performance targets with which to address the stakeholderissues (based on the stakeholder priorities
established earlier on in the implementation process at a macro-level) (e.g., Byggeth and Hochschomer
2006), and amongthe various approaches used toimplementthesetargets (e.g., Hahn etal. 2012; Egels-
Zandénetal. 2015). Anexample of these trade-offsinclude, respectively, improve energy use vsimprove

water consumption, and (under the former) operational eco-efficiency measures vs product re-design.
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The choice of which performance areas to target depends closely on how these targetsare ‘putinto action’
(Hahnet al. 2012). The trade-offs encountered here fallunder the final tension category, measurement -

management.

This tension category is based on the ‘policy-performance’ paradox found by Csutora (2011), which was
defined as that in which “enhanced sustainability efforts may be coupled with a deteriorating
sustainability performance” (emphasis added:164), as a result of the complexity of the concept of
sustainability, as well as the inherent problems associated with its measurement and implementation.
The fact that “value destructive actions or practices persist” (Cormier and Magnan 2015: 432) in spite of
corporate sustainability policy has led to allegations of corporate greenwashing, disingenuousness, or
stakeholder deception (Hess2008; Csutora 2011). From the references, this tension appeared to generate
two trade-offs regarding where the management/measurement took place. These included either: if the
improvement was implemented/measured at the level of “autonomous componentparts” (Ramirez 2012:
66) or the system as a whole (Ramirez 2012; Egels- Zandén et al. 2015), or whether that intended
improvement was relative to a pre-existing internal state of the firm or to the broader context in which

the firmisin (Csutora 2011; Joseph 2012).

Based on the framework, these three core tensions are interconnected, such that the trade -offs
encountered at a micro-level (further along the implementation process) are influenced by those
encountered at a macro-level earlier on. In other words, the trade-off decisions encountered under the
measurement-managementtension are tied to trade-off decisions encountered under the ‘scope-depth’
tension, as well those under private value-shared value (as shown in Table 2-3). That is to say, how the
company’s sustainability performance will be measured (‘measurement-management’ in Table 2-3) will
dependon:1)theintended performance outcome (as determined by the trade -offs under ‘private value-
sharedvalue’), as well as 2) the specific performance target as well as the implementation process used
to achieve it (as determined by the trade-offs under ‘scope-depth’). Toillustrate: Pinkse and Kolk (2010)
discussed the varioustrade-offs firmsencounter when faced with the pressure toinnovate, in compliance
with climate change policy. Among these was the decisionto either invest in innovation or in ‘scale up’
the already-available green technologies(Pinkse and Kolk 2010). Applying this example to the framework
proposed here means that these firms— having already decided to embark on corporate sustainability
initiatives (whether) on addressing climate change (which)—must now decide on whetherto employ eco-

technology “development or deployment” (how) (Pinkse and Kolk 2010: 265).
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2.3.2.3. Comparison with Pre-Existing Trade-off Frameworks:

Based on the references surveyed, this study found that other frameworks for conceptualizing trade -offs
have already been developed. Hahn et al. (2010 and 2014) proposed a comprehensive framework that
mapped the trade-offs in three dimensions across performance, time and organizational levels. In Hahn
et al. 2014, the trade-offs (termed ‘tensions’) were described in terms of where they occur conceptually
alongthese interfaces along with some of the conflicts (termed ‘paradoxes’) thatemergeasaresult(e.g,
personal vs organizational agendas, efficiency vs resilience of systems). The studyalso described a number
of paradox-based resolution strategies that may be used to manage these conflicts. In contrast, the
framework suggested here makes a distinction between trade-offs, tensions, and paradoxes. It also
provides a detailed classification of the trade-offs encountered (and their root tensions), not based on
where they occur across the different temporal/spatial/performance dimensions, but on where they

appear along the corporate sustainability implementation process, from policy to project.

As part of theirdiscussion on trade-offs, Kaptein and Wempe (2001) presented a model of implementing
the triple-bottom-line concept. While not specifically a trade-off model, the framework presented the
practice of corporate sustainability as a pyramid hierarchy of levels starting from company values, to
responsibilities, norms, and finally indicators for reporting. This movement parallels the movement of
tensionsinthisframeworkintwo ways: firstly, avaluation of the fundamental triple-bottom-line aspects
is at the apex of the firm’s priorities, when it comes to implementing the concept of corporate
sustainability. The central role of company values (as described by Kaptein and Wempe 2001) mirrors the
central tension between private value creation vs shared value creation as described in the framework
presented here. The key difference between the two frameworks is that the framework presented here
focuses on the company’s creation of value unlike the Katein and Wempe model which focuses on the
company’s underlying core value system. While itisimportant to note that the terms value and values are
distinct and not interchangeable, a company’s pursuit of value is nevertheless a reflection of its value
system (see for example: Bansal and Roth 2000). The second similarity between the two frameworks is
that in both models, implementing the conceptof corporate sustainability meansthat afirm moves down
the framework, encountering more detailed decisions —either regarding norms or responsibilities (Kaptein
and Wempe framework) or regarding trade-offs the firm will face (framework presented here). The key
differenceis that the framework presented here builds this‘priority hierarchy’ througha taxonomy of the

kinds of trade-off decisions encountered along the way.
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While these frameworks provide valuable insight into the types of trade-offs encountered in corporate
sustainability ata conceptual level, there remains aneedfor a systematic categorization of trade-offs at
a practical level(orthe types of trade-offsencountered along the corporate sustainability implementation
process), based on empirical findings and managerial perceptions. This study attempts to fill this gap by
developing aframework that has been derived from a content analysis of published trade -off literature.
The tension and trade-offcategoriesitincludesare, consequently,applicableat both aconceptual and an

applied level, given the scope of the search-and-screen process.
2.4. Discussion:

In the following sections, the proposed framework is used to guide discussion of the tension and trade-
off categories that emerged from the content analysis, and how they relate to one another. In the
discussion below, each of the three tension areas (and corresponding trade -off categories) are first
addressed sequentially, beginningata macro-level and proceeding towards a micro-level (Sections 4.1 —

4.3).
2.4.1. Private Value-Shared Value Tension:

According to the NRBV, corporate responses to environmental constraints (and stakeholder pressures)
related to sustainable development can bring about sustained and sustainable competitive advantage —
a ‘win-win’ scenario in which the firm creates shared societal value as well as private profit. However,
this is predicated upon managers recognizing the appropriate corporate sustainability strategy and
developing the most appropriate organizational capabilityto ensurethe firm’s long-term profitability (see:
Hart 1995; Sharma and Vredenberg 1998). Thus, from a company perspective, depending on the strategy
followed, the creation of private value and the creation of shared (or ‘win-win’) value may not always be

aligned.

Based on the references analyzed, competition between the creation of private value vs the creation of
shared value is at the center of trade-off research. Here, business profitability is pitted against business
sustainability in a cost-benefit trade-off between the firm’s environmental/social performance (E/SP) and
its financial performance (FP)* (Porter and van der Linde 1995). From a theoretical perspective, this has

its foundations in the ‘Trade-off Hypothesis’, which holds that the practice of corporate sustainability

4 Some references define itas being the trade-off between all three dimensions, while others consideritonly from
a binary perspective, either as environmental/social performance (E/SP) vs financial performance (FP) or to a lesser
extent, environmental performance (EP) vs social performance(SP) (see: Angus-Leppan et al.2010).
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(eitherthrough voluntary or compliance measures) incurs an increasing private cost on the firm that can
deter it from pursuing its ‘fiduciary obligation’ to generate shareholder value (Makni et al. 2009; Li and
Toppinen 2011). The mechanism is explained by Dutta et al. (2012), using the case of pollution control.
According to the ‘law of diminishing returns’: 1) firms that adopt pollution control measures face rising
abatement costs over time, while 2) the competitive advantage gained by these based on their
“greenness” (Dutta et al. 2012: 2) diminishes with time. Furthermore, switching to more innovative
preventiontechnologies raises the up-front private cost, aswell as the investmentrisk should they fail to
generate profitable products (Pinkse and Kolke 2010). This argument falls under the neoclassical view of
economics and is framed in one of two ways, either that: 1) trade-offs are fixed and inherent (the
Friedmaniteargumentorthe “separation thesis”; Varenova et al. 2013 p. 19), or that 2) trade -offs are not
fixed, and may be overcome under certain conditions (Figge and Hahn 2012; Beckmann et al. 2014). The

majority of the studies examined in this review found evidence of the latter.
Performance Dimension

In the references captured in this review, the existence of the classical trade-off between the triple-

bottom-line performance areas was addressed in a number of ways.

At the level of the applied studies, this trade-off category translates into decisions specificto the area of
application in which traditional ‘financial criteria’ run up against ‘non-financial criteria’, under the
recognition that an assessment of profitability without a consideration for sustainability is no longer
feasible (Paksoy and Ozceylan 2014). This trade-off has been documented in: the design of supply chain
networks (Li 2013; Wang et al. 2011; Chaabane et al. 2011; Paksoy and Ozceylan 2014; Nagurney et al.
2013), supplier selection (Handfield et al. 2002; Dai and Blackhurst 2012), and product/process
improvements (Liu and Huang 2014; Ahmed 2001; Chen and Zhang 2013; Stuart et al. 1999). These studies
propose the use of multi-objective optimization models to solve the sustainability/profitability trade-off
design problem by generating a set of Pareto-optimal solutions. In many of these models, the weighting
of the different sustainability/profitability criteria is left to the decision-maker to choose among them
based on their objective ‘preference’, essentially making the trade -off between them (e.g., Chaabaneet

al. 2011, see also: Byggeth and Hochschorner 2006).

For the theoretical studies, some studies examined this trade-off conceptually: Figge and Hahn (2012)
used an econometric model based on game theory and ‘investment logic’, while Walley and Whitehead

(1994) and Kaptein and Wempe (2001) provided conceptual arguments from a practitioner perspective.
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These studiesconcluded thatindeed a trade-off exists between pursuing sustainability or profitability, but
that it may be mediated through strategic decision-making, as posited by the NRBV. However, decision-

making is dependent on decision framing and managerial perception.

Thus, other theoretical studies addressed whether this trade-off was perceived by managers. Thisisin
line with the findings of an emerging stream of NRBV literature that has focused on how managers
perceive and interpret ‘win-win’ businessopportunitiesin corporate sustainability. According to Hart and
Dowell (2011): “managers do not find profitable opportunitieswherethey do notlook forthem, and thus
the ability to profit from pollution prevention depends critically on managers’ expectations that such
opportunities exist” (p. 1468). Thus, trade-offs and synergies are to a certain extent, a product of
managerial decision-making, which itself is dependent on the cognitive ‘framing’ of sustainability-related
decisions (as described by Hart and Dowell 2011). To illustrate: using a case study of property
developmentfirmsin the UK, Bryson and Lombardi (2009) found that the tensions between sustainability
and profitabilitywere being ‘balanced’ at the “board levelas wellas within project developmentteam(s]”
(p. 106). The authors found that the way managers perceived this trade -off shaped the firm’s particular

business models as well as the firms’ own “formulation[s] of profitability and value” (p. 104).

Otherstudies showed that although managers perceivedthe sustainability-profitability link as a trade-off,
they chose to presentitas a win-win to external stakeholders. For example, Laine (2005) found evidence
that this trade-off existed in the latent content of sustainability reports. Using a qualitative approach, the
author found that: although the firms explicitly defined sustainable development as a ‘win-win’, the
reports revealed that the economic performance was actually given ‘a priori’ precedence implicitly (Laine
2005). In a similar study using German reports, Herzig and Godemann (2010) also found that sustainability
reports only presented the ‘win-win’ rhetoric. However, based on interviews with the managers, the
authors found that this occurred not because trade-offs were not being encountered in reporting, but
rather because a discussion of trade-offs was considered detrimental to the firm (Herzig and Godemann

2010).

Alternatively, rather than examining managerial perception of the trade-off,a number of empirical studies
tested whether or not this trade-off existedin practice by analyzing the linkbetween a firm’s sustainability
and its competitive advantage (as posited by the NRBV) empirically. This was done by testing the E/SP-FP
link directly, and at a top-level. These studies varied widely in their empirical approaches, and reached
differing results on whether or not a trade-off did indeed exist between a firm’s E/SP and its FP. To

illustrate: forthese studies, the proxies used for FP were eitherfirmvalue (e.g., Makni et al. 2009) or firm
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competitiveness (e.g., Cainelli et al. 2013). The proxies used for E/SP varied more widely, from
sustainability scores (e.g., Makni et al. 2009), to emission reduction (e.g., Cainelli et al. 2013), or
Environmental Management System (EMS) certification (e.g., Tengetal. 2014). A meta-review conducted
in 1997 by McWilliams and Siegel highlighted the crucial importance of variable selection when testing
for this link. The authors found that many of the FP variables commonly used were too prone to
confounding effects to be able to use with confidence (Guensteretal. (2011) referto these measures as
being “too noisy”; p. 684). The authors wentso faras to replicate astudy using the same data, and found
theirresults supported a trade-off link instead of the originally reported synergy (McWilliams and Siegel
1997). Of all of these studies, a portion found evidence of both synergy and trade -off, while others found

evidence of a trade-off.

Of these studies, Xepapadeas and De Zeeuw (1999), Cainelli etal. (2013), Venn and Berg (2013), Vilanova
et al. (2009), and the meta-review conducted by Blanco et al. (2008) only found partial support for the
existenceof atrade-offbetween E/SPand FP. These studiesaddressedthe contextual factors that mediate
the E/SP-FP relationship (or how firms might move between trade-off and win-win states). As predicted
by the NRBV, a key contextual factor was the firm’s ability to develop its organi zational capabilities, and
specifically its innovative capacity. According to Sharma and Vredenburg (1998), a firm’s organizational
capabilities are defined as being “the coordinating mechanisms that enable the most efficient and

competitive use of the firm’s assets” (p. 735).

As an example, Xepapadeas and De Zeeuw (1999) examined the EP-FP (in terms of competitiveness) link,
by testing the win-win paradigm under environmental regulation (or the ‘Porter Hypothesis’) using a
mathematical model. The authors foundthat under regulation, firms are incentivized to either ‘downsize’
theircapital stock (leading to a trade-off), orto ‘modernize’ (investing more innewer, more efficient stock;
leading to synergy), depending on the extent of resources available to cover the acquisition cost. In line
with the predictions of the NRBV, the authors found that firms investing in modernizing their stock would
see higherrents whilethose that chose downsizing would seelower. Interestingly, the authors also found
thatinfirmsthatadopted both downsizing and modernizing strategies simultaneously, the modernization
tactic had the effect of minimizing the loss or compromise dimension, in that these firms were predicted
to be more profitable than those engaged in downsizing alone. In other words: by developing its
organizational capabilities (in this case innovation), afirm can move closerto ‘win-win’, and further from

‘win-lose’. This was also shown by Venn and Berg (2013) in their study of socially-responsible bottom of
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the pyramid (BoP) business ventures by a multinational firm (MNC) in poverty-stricken areas (Venn and

Berg 2013).

Using a qualitative approach, Venn and Berg examined the Social Performance (SP) - FP link using a case
study approach of BoP ventures in South Asia (2013). These ventures provide an interesting avenue of
trade-off research because they function as extensions of MNCs, except: under higher resource
constraints, ina relatively-unstudied market, under higher pressures to delivera return withina shorter
amount of time (aslong-term supportis often not guaranteed) (Venn and Berg 2013). The authorsfound
that the ability to achieve win-win solutions was restricted by resource constraints and organizational
barriers, ultimately leading managers to trade-off responsibility with profitability (Venn and Berg 2013).
The authors did nevertheless find that these barriers were being overcome by means of managerial
“socially oriented entrepreneurship activities” such as managers volunteering their private time. This
phenomenon, whichthe authors termed ‘social intrapreneurship’, provides yet another example of how

building innovative capacity can mediate compromise situations and encourage synergies.

In addition to innovative capacity, another influential factor that determined whether or not the link

between afirm’s sustainabilityperformance and its profitabilitywas one of trade -off or synergy was time.
Time

From the references reviewed, Makni et al. (2009) and Guenster et al. (2011) found evidence of a clear
negative relationship (evidence for a trade-off between E/SP and FP) in the short-term (<5 years).
Guenster et al. (2011) found that environmental leader firms did not initially “sell at a premium relative
to laggards” (p. 679). According to their models, this “time-varying market response” (p. 701) kicked in
between 5- 10 years, after which the (formerly) ‘laggard’ firms realized a 2.8-5% relative increase.
Similarly, Tengetal. (2014) found evidence of an inverted U-shape between Environmental Performance
(EP)and FP, or that: costs are incurred in the short-term, while benefitsaccumulate steadily with time, to

eventually outweigh the costs in the long-term (>5 years).

In all these studies, the trade-off across the three performance areas depended on the time perspective
considered in the analysis. Teng et al. (2014) argues that corporate sustainability is inherently “non-
monotonic” (p. 17), meaning that there exists atime-lag between the initial costin one performance area
and the realized benefit in another. As such, firms face a trade-off between costs incurred now and
benefits reaped later. This time-lag complicates the cost-benefit assessment because the value of these

costs/benefitsitself changes overtime, thereby creatingan uncertainty in calculating the future benefits
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(Martin-Pefiaetal. 2014). Thisis due to depreciation, changing market conditions, consumer preferences,
employee turnover, changing top management commitment to corporate sustainability initiatives, or
finally, to the rising cost of abatement measures beyond ‘low hanging fruit’, as discussed earlier (Wu and
Pagell 2011; Martin-Pefiaetal. 2014). Martin-Pefiaet al. (2014) found that this outcome uncertainty was
a key barrier to the implementation of an EMS in the Spanish automotive sector. From an alternative
perspective, Bansal and Deslardine (2014) argue that this cost-benefit time-lag contributes to
intergenerationalinequity and therefore—following Paul Polman, CEO of Unilever— that ‘short-termism’

isindeed “the bane of sustainability” (p. 70).

From a NRBV perspective, in his seminal article, Hart (1995) describes the strategic importance of
establishing a long-term orientation by stating that: “the firm must be concerned not only with
profitability in the presentand growth inthe mediumterm, but also with its future position and source of
competitive advantage” (p. 988). However, pursuing a long-term strategy to sustain competitive
advantage necessarily involves a time-lag between the up-front transaction cost (of implementing the
strategy) and the anticipated value of the resource/capability developed, in the future. There has been
very little research conducted on how this cost-benefit time-lag directly influences managerial decision-
making with regards to which sustainability-related strategic capability to develop. More workis needed
here in studying the effect of time on the NRBV-theorized link between strategy and competitive

advantage.

On the otherhand, research has emerged on the application of resource -based theory (including NRBV)
to changing market conditions over time (Hart and Dowell 2011)—rather than the influence of time-
horizons alone, or the influence of the uncertainty in value calculations over time. This is known as the
dynamic capabilities perspective (see also: Eisenhardt and Martin 2000; Teece 2007). Under this view,
firms encountering changing market conditions (whether in relatively stable industries or volatile ones;
Eisenhardtand Martin 2000) can maintaintheir competitiveadvantage if they are able to adapt to these
changes by developing dynamic capabilities (Teece 2007). This involves making strategic decisions
regarding calculating future projections of resource/capability value, under conditions of uncertainty
(Teece 2007). This parallels the challenge posed by the cost-benefit time-lag encountered by firms

engaging in corporate sustainability described earlier.

More importantly, the literature on dynamic capabilities also argues that dynamic capabilities are
connected to innovative capacity. According to Teece (2007), the more effective a firm is at developing

these capabilities, handling the decision uncertainty, and adapting rapidly as aresult, the more capable it
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will be of innovating for long-term success. Applying this to trade-offs: it then holds that how a firm
evaluates the cost-benefit valuations overtime will inevitably influence its capacity to innovate —a crucial
factor in a firm’s ability to transform trade-offs into synergies, as described earlier. Thus, although the
NRBV and dynamiccapabilities perspectives offer no clear-cut solution to resolving the cost-benefit time-
lag, togetherthey suggest that how a firm approaches this key tradeoff is critical to its ability to manage

future trade-offs further down the hierarchy.
Stakeholder

The private value-shared value tension across the different dimensions of the triple-bottom-line is not
only assessed relative to when but also according to whom (Driessen and Hillebrand 2012; Reuter et al.
2012). A firmfaces a multitude of market and non-market stakeholders, from inside oroutside the firm,
and upstream or downstream along its supply chain (Driessen and Hillebrand 2013), all of whom have
legitimate (albeit conflicting) demands on the firm’s activities (Minoja 2012; Epstein and Widener 2010).
Minoja (2012) argues that the inclusion of these stakeholders in firm-level decision-making is justified
from both an “instrumental [and] a normative perspective” (p. 69) as these stakeholders include
shareholders and consumers, as well as public stakeholder groups. This is consistent with the empirical
findings of Cormier and Magnan (2015) who found that a firm’s EP disclosure (through reporting)

improved both its social legitimacy and its bottom line.

The references reviewed here indicate that this stakeholdertrade-off categoryis rooted in five different
theoretical perspectives.Stakeholder theory holds that “the purpose of thefirmis to create and distribute
value to a plurality of stakeholders and that the achievement of this purpose dependson the cooperation
and support of the stakeholders themselves” (Minoja 2012: 67). Alternatively, signaling and legitimacy
theories hold that, through the pursuit of corporate sustainability initiatives such as sustainability
reporting, “corporations signal to their stakeholders and society at large that they are meeting societal
expectationsof sustainable development” (Hess 2008: 466), to secure the benefitsthat this legitimization
process imparts (Hess 2008; Cormier and Magnan 2015). On the other hand, the inclusion of extemal
stakeholdersininternal firmdecisionscan also be based on institutional theory which holdsthat different
types of institutional pressures shape organizational behavior (Bryson and Lombardi 2009). Finally, the
RBV holds that stakeholder managementis a strategic organizational capability that builds “the firm’s
endowment of trust and reputation”, which in turn increases its access to valuable resources, and

ultimatelyenhances its competitive positionand long-term profitability (as described by Minoja 2012: 69;
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from RBV literature see also: Sharma and Vredenburg 1998; Verbeke and Tung 2013; Escobar and
Vredenburg 2013).

While all of these different theoretical approaches stress the crucial importance (and win-win potential)
of considering stakeholder needs ahead of engaging in sustainability initiatives, firms implementing this
in practice inevitably run into conflicting stakeholder demands. This imposes a trade -off on the firm
between prioritizing the interests of one group versus another®. One of the most common examples of
such a trade-offisthe one betweenthe interests of the firm’s shareholders versus that of its community
stakeholders (Minoja 2012). Here, resource-based theory (including NRBV) offers no prescriptive guid ance

on how to manage effective stakeholder networks, let alone contradictory ones.

Nevertheless, from the references surveyed here, it appears that how a firm handles this stakeholder
trade-off significantly influences how it perceives and manages the fundamental trade-off between the
competing objectives of sustainability and profitability. Thatis to say, the outcome of the E/SP -FP conflict
(whether it translates into a trade-off or synergy) is tied to the outcome of the stakeholder trade -off

further down the hierarchy.

According to the study by Gavronski et al. (2012), the authors found that the prevailing social climate
amonga firm’s employeessignificantly influences managerial decisions regardinginvestmentsin different
forms of eco-technology. Similarly, Reuter et al. (2012) found that managers engaged in supply chain
purchasing decisions assess the cost-benefit trade-off between sustainability and profitability based on
their stakeholder-orientation, and “assign their priorities [among economic and non-economic criteria)
accordingly” (p. 272). According to the study, managerial decision-making regarding corporate
sustainability trade-offsis basedon whether managers prioritizedshareholder, consumer, or public needs
(known as ‘stakeholder orientation’), with publicopinionbeing a key driver behind sustainability-centered
supplier selection decisions (Reuter et al. 2012). The findings indicate that the strength of this influence
may be correlated with the proximity of the publicstakeholder group exertingit, suggesting the influence

of institutional pressure (Reuter et al. 2012).

5> As the firm moves further alongthe implementation process, the trade-off between groups of salient
stakeholders translates into a trade-off between which performance areas to target. The framework presented
here groups these two types of trade-offs under the same ‘stakeholder’ trade-off category, given that conflicting
stakeholder groups or conflicting stakeholderissues areinter-related and both assessed froma cost-benefit
perspective (as describedin Driessen and Hillebrand 2013).
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Not only does a firm’s stakeholder orientation influence the outcome of the responsibility -profitability
trade-off (including the managerial decisions taken regarding this trade-off), but it also influences how
thistrade-offis perceived. Using a sensemaking approach, Angus-Leppanetal. (2010) found that different
stakeholder groups (at different levels within and outside of a firm) perceived the link between EP-SP

differently, approximately half of whom saw it as a trade-off.

From an alternative perspective, Berensetal. (2007) conducted a study that examined the significance of
the SP-FP (or ‘corporate sustainability and Corporate Ability’) trade-off as seen from the perspective of
different stakeholders. This study posed the questionthat:if afirm underresource constraints has traded-
off corporate sustainabilityR forimproved Corporate Ability (orvice versa), would this decision pay-off for
the firm? The authors found that the significance of the link between corporate sustainability and
Corporate Ability depends on the type of stakeholder considered and the degree of personal relevance
they hold foreitherdimension (Berens etal. 2007). The authors concluded that: afirm that has traded off
corporate sustainabilityR for improved Corporate Ability may in fact be able to compensate one for the
otherinthe eyes of certain stakeholder groups under certain personal relevance conditions (Berens et al.

2007).

These findingsindicate that the trade-off between the various performance dimensionsand that between
stakeholder groups are in fact interconnected. This suggests that: to effectively resolve the conflict
between competing sustainability-profitability objectives, a firm must effectively manage the conflict
between competing stakeholder priorities. According to one of the key articles surveyed here, this starts
with connecting a firm’s strategy with its core values, as well as its time orientation (Minoja 2012). This

mirrors the hierarchy of the trade-off framework, as shown in Table 2-3.

In Minoja (2012), the author describes a novel ‘ambidextrous’ approach to managing this stakeholder
conflict based on strategic management principles, over time. According to the author, attempting to
satisfy all contradictory stakeholder demandsis in fact “detrimental” to a firm (p. 70) — just as it is
detrimentalto prioritize one overthe otherwithout due strategic consideration. The author recommends
that the key to resolving this conflictis in “adopting an ambidextrous time orientation to stakeholder
management” (Minoja 2012: 73). Thisinvolves “the construction of meaningful strategies that emphasize
the importance of core values to which customers and key stakeholders can relate” (Minoja 2012: 73;
quoting Waddock and Graves 1997: 306). The author argues that these core values “orient managers in
consistently deciding to which stakeholder demands theyrespond ‘yes’ and to which they respond ‘no™

(Minoja 2012: 70).
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Moreover, firms adopting these ‘purpose’-based strategies must also commit to both short- and long-
term performance (or as described by Minoja 2012: committing to an “ambidextrous time orientation”,
p.72). This means that such an approach necessarilyentails sacrifices in the short-term for larger pay-offs
inthe long-term; as described by the author, this approach “entails acknowledging that evenin the firms
most genuinely committed to stakeholders’ well-being, any stakeholders may be required to accept

sacrifices” (p. ).

Although Minoja’s (2012) argumentis based on strategic management principles, it does not specifically
follow resource-based theory (but rather ambidexterity theory and strategic positioning). However,
recent RBV-related research has begun to make the connections between competitive advantage,
stakeholder management, and time orientation, leading to conclusions that parallel Minoja’s (2012)
approach. Asan example,in 2013, Verbeke and Tung extendedthe principles of RBV toinclude a strategic
‘temporal perspective’, incorporating elements of both institutional and stakeholder management

theories.

Nonetheless, Minoja’s (2012) work, alongside the findings of the stakeholder-related references
described earlier in this section indicate two important points: firstly, that the three trade-offs that
correspondtothe private value-shared valuetension are interconnected, and are at the root of all trade-
off decision-making in corporate sustainability. Secondly, these references alsoindicate that (as a result
of this interconnection), the key to resolving the tension between lies in connecting the firm’s
sustainability strategytoits core values, and by making strategicsacrifices in the short-term(withregards

to performance and stakeholder management) for larger benefits in the longer-term.
2.4.2. Scope-Depth Tension:

Based on the triple-bottom-line performance dimension/time horizon/stakeholder priorities established
in the private value-shared value tension at the very top (or macro-stage) of the framework (Table 2-3),
the firm now confronts the decision of wheretoimplementthese performanceimprovements. Here, and
as described by Csutora (2011), the firm faces a tension between the scope and depth of theseinitiatives,
as resource constraints impose a competition among the two aspects. This implies that widening the
scope of corporate sustainability initiatives to cover more performance areas necessarily limitsthe degree
to which performance may be improved in each individual area, as the firm begins to run into conflicting
performance targets within the same area (Byggeth and Hochschorner 2006; Hahn et al. 2012). The trade-

off categories encountered here include the performance targets themselves as well as the
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implementation approaches used to achievethem. Compared to the previous private value-shared value
trade-offs, the trade-off categories encountered here appearedin fewer studies, and largely in the latent

content of the study results or their interpretations.

Similarly, and with regards to the applicability of NRBV theory, the guidance offered by NRBV principles
doesnot yet coverthe more micro-level tensions that appearfurtheron in the framework. According to
Hart and Dowell (2011) intheir 15-yearreview of NRBV research, much of the extant NRBV literature has
focused primarily on pollution prevention—and in particular on establishing the NRBV-posited link
between improved sustainability performance and improved profitability/competiveness. As such, with
regards to the framework presented here, NRBV theory (and research done to-date) has been applicable
primarily at the top of the trade-off hierarchy— at the level of the private value-shared value tension and
underlying trade-offs. However, as shown in Table 2-3, as a firm moves further along the corporate
sustainability implementation process, and begins to encounter more detailed decisions regarding which
corporate sustainability strategies toimplement and how, resource-basedtheory offers little guidance on
how to maintain competitive advantage in the face of competing (orexpanding) corporate sustainability

strategies.

Interestingly enough, just as there were fewer NRBV -studies describing the applicability of NRBV theory
furtherdown the hierarchy, there were also fewer documented examplesof trade-off-related articles that
addressed resolving the described conflicts, as compared to higher up in the framework. Rather than
offering strategies and suggestions for transforming these micro-level trade-offs into synergies, the
articlesin this portion of the framework were focused primarily on describing and labelling these trade-
offs—some of which have not been encountered beforein corporate sustainability literature. As such, the

following discussion sections focus primarily on classifying (rather than managing) trade-offs.
Scope-Depth Tension as Stakeholder Inclusion

This tension also appeared in the study by Vilanova et al. (2009) under a different name. By means of a
gualitative survey of executives in the EU financial sector, the authors identified two forms of tensions
which they called the ‘stakeholder paradox’ and the ‘accountability paradox’. These two paradoxes
described the conflict between the scope and depth of a corporate sustainability agenda in regards to
stakeholder inclusion or to stakeholder communication, respectively. The former holds “that increasing
the diversity of stakeholder[s] effectively decrease[s] the [firm’s] capacity” (p. 65) to manage stakeholder

dialogue and ultimately, to effectively manage its performance. This parad ox parallels Minoja’s (2012)
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argumentthat “simultaneously meeting all stakeholders’ demands [...] is neither realistically feasible nor
convenient for the firm” (p. 80). At an applied level, this is encountered in scope -depth conflicts
encountered in: sourcing decisions (in supply chain management), product development (PD) decisions

(in product innovation), as well as technology investment decisions (in operational management).

To illustrate: Holt and Watson (2008) conducted a conceptual case study of the trade-offsencountered in
the cut flower industry, regarding which sustainability performance areas retail firms can pursue along
their supply chains. The authors found that the firms that were considering improved responsibility
measures had to choose between either Fairtrade certification or improved ‘carbon footprint’ practices
(Holt and Watson 2008). These options differed in terms of the performance areas they targeted, forcing
managers to make the trade-off between labor rights or environmental protection (Holt and Watson
2008). Similar conflicts were also described by Driessen and Hillebrand (2013) in green product
development (PD). The authors noted in the study that during the course of the PD process, expanding
the ‘issues agenda’ meant that “addressing one nonmarket stakeholder issue would mean stifling
innovation to address other nonmarket stakeholder issues” (p. 370). In their review of eco-design tools,
Byggeth and Hochschorner (2005) described that target conflicts are encounteredin PD when having to
choose betweenproduct materials, based on their: physical properties (one of higher weight/low toxidity

and the other of higher toxicity/low weight for example), energy efficiency, or cost.

With regards to NRBV: based on the emerging work conducted on product stewardship strategies
reviewed by Hart and Dowell (2011), the authors conclude that “considering diverse stakeholder views is
valuable” for green product development (p. 1469). However, NRBV (both in its theory and research
application) fails to offer specific prescriptive guidance on how to manage this stakeholder diversity,

particularly in the case of conflicting demands, as described earlier.
Scope-Depth Tension as Stakeholder Communication

On the other hand, this scope-depth tension (and associated trade-offs) can also appear as conflicts
stemming from increased stakeholder communication (rather than from higher stakeholder inclusion),
which Vilanova et al. (2009) calls the ‘accountability paradox’. This paradox holds that “the more the
company aims to be transparent... the more it loses the capacity to transmit a coherent and central
message” (Vilanova et al. 2009: 65). At an applied level, this particular type of scope-depth tensionis

encountered in reporting and disclosure.
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Asanexample, Egels- Zandén et al.(2015) conducted a case study of the transparency disclosure practices
of a sustainability leader firm in the fast fashion industry. The firm attempted to disclose transparency
information on three target areas (sustainability conditions/sub-supplier names/ purchasing practices)
along its supply chain (Egels- Zandén et al. 2015). The authors observed that the resulting transparency
disclosures were inconsistent across the chain: the disclosures on the target areas varied between the
firm and its suppliers, and between the suppliers themselves (Egels- Zandén et al. 2015). Based on the
findings, it appears that: by expanding the scope of its transparency initiatives to cover a range of
stakeholders (i.e., suppliers along its chain), the firm ran into conflicts between these stakeholders
regardingthe same target area. For example: disclosing sub-supplier names may have been beneficial for
one supplier, butimposed abusiness risk on another (“due to the risk of being bypassed”, Egels-Zandén
et al. 2015: 101). Due to this disclosure inconsistency, the firm was forced to make “selective disclosure”
(p. 8) decisionsregarding how to report these outcomes on its website (Egels- Zandén et al. 2015). As a
result, the study concluded that “supply chain transparency in practice, is notabout declaring the truth...
but rather about declaring a particular perspective” (Egels- Zandén et al. 2015: 103) based on the actors
involved. Following Villanova et al. (2009), this study demonstrated that by wide ning the reach of its
transparency message (to cover a larger group of stakeholders along its chain) the firm was forced to

make compromises in its content (its “completeness”; Joseph 2012: 101).
2.4.3. Measurement-ManagementTension:

However, the choice of which performance areas to target also depends on how these targets are
achieved. Thisinvolves both performance measurement and management, which are connected through
a cyclical process (Hess 2008). When the tension between the two is one of complementarity,
performance measurement highlights where improvement (management) is needed (Hess 2008; Joseph
2012). Performance is then continually monitored and further improved by cycling through the
measurement-management loop again, through a process known as “double-loop learning (Li and
Toppinen 2011: 115). Alternatively, if the tension is one of competition, what results is the policy-
performance mismatch described by Csutora (2011) and Hess (2008). In this case, corporate sustainability
initiatives that were aimed at improving performance in theory, fail to do so in practice. Rather than
effecting any meaningful change in the firm’s contribution to sustainable development, these activities
“serve as little more than a superficial public relations strategy” (Hess 2008: 465). This measurement-
management ‘decoupling’ occurs when a firm undertakes corporate sustainability initiatives that are

applied atthe level of de-centralized and “self-contained businessunits” (Hess 2008: 465; see also Ramirez
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2012), or thatrely on a system of measurementtools that assess performance from arelative ratherthan
an absolute perspective (e.g., eco-efficiency improvements rather than ‘eco-effectiveness’; Csutora 2011).
These reflect the two trade-off categories that stem from this measurement-management tension. It
worth notingthat the study of corporate sustainability strategies from the NRBV perspective at this level
of detail (at this micro-level in the framework) has been sparse. As such, it was not possible to connect

this section of the framework to NRBV theory or research.
Management Approach

In the face of increasingly complex supply chains, firms considering where to implement corporate
sustainability initiatives must decide on whether they will follow a centralized or a de-centralized
approach. This trade-off category corresponds to what Ramirez (2012) refersto as the “paradox of local
success” (p. 66), in which sustainabilitydecision-makingis handled at the level of individual business units,
who are themselves motivated to optimize their own local performance — even if at the expense of the
system performance asa whole (Ramirez 2012). These individual units may referto eitherthe focal firm

itself or to the individual suppliers along its chain (as demonstrated in Egels- Zandén et al. 2015).

To reduce this conflict between the performance of a firm’s individual units and the performance of its
system as a whole, Ramirez (2012) recommended the “use of rules, procedures, and schedules” (p. 66)
that elicit “coordinated behavior” (p. 66) across the entire system. These ‘rules’ refer to supplier codes of
conductand othersimilar guidelines, which are developed in order to standardize manage ment objectives
and performance outcomes (Reuter et al. 2012; Egels- Zandén et al. 2015). Ramirez’s (2012)
recommendation on the use of these ‘rules’ is supported by the findings of Reuter et al. (2012), who
observed thatthe “formalization of ethical culture” within afirm (i.e., the establishment and enforcement
of various supplier guidelines) did indeed promote more sustainable decision-making in supply chain

management.

Thus, to sum up: the use of supplier ‘rules’ can help mitigate the conflict between local vs system success,
whichin turnisthe result of the trade-off between adopting a centralized vs decentralized management
approach to corporate sustainability. However, in the application of these ‘rules’, firms paradoxicallyface
the same centralized-decentralized trade-off once again. Accordingto Egels- Zandén et al. 2015: when a
firm undertakes supply chain transparency initiatives, it inevitably faces the “trade -off of standardizing
[vs] differentiating [its] transparency work” (p. 8) by either “pushing a ‘one -size-fits-all solution onto its

suppliers... [or] by adjusting to the specific circumstances of specific suppliers” (p. 8). As a result, the
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authors referred to this centralized-decentralized trade-off alternatively as the “standardization vs

differentiation” trade-off (Egels- Zandén et al. 2015: 103).
Measurement Approach

The second trade-off category under this tension corresponds to whether the intended performance
improvement (fora particulartarget) was implementedat arelative orabsolute level. The formeris based
on ‘marginal’ performance improvementsovertime (Csutora 2011), whilethe latteris based on a broader,
systems-based, ‘sustainability perspective’ (Byggeth and Hochschorner 2006; Joseph 2012). To illustrate
this distinction: Csutora (2011) provides the example of corporate sustainability initiatives that aim to
improve the firm’s relative eco-efficiency (which the author describes as being ‘escapist’) versus those
aimed at improving its overall “eco-effectiveness” (p. 168, described as ‘genuine’). To study the
implications of this distinction further, the author performed a two-step cluster analysis of data from a
survey of OECD firms. The author examined the type and extent of “environmental management tool[s]”
used by the different firms surveyed, compared to their productivity and environmental performance.
Csutora (2011) found that the majority of companies surveyed employed relativist (‘escapist’) strategies,
in that: they employed more than six EM tools on average, even though their absolute environmental
performance (measured as firm-level contribution to global emission levels) fell over time, and their
productivity increased. Based on these findings, this study concluded that ‘escapist’ firms relied on
relativist performance improvementsin eco-efficiency, at the expense of absolute “contributionsto global

environmental impacts” (in eco-effectiveness) (Csutora 2011, as modelled on p. 172).

Therefore, it appears that by only pursuing relativist measures, firms may run the risk of internally
misinterpreting or externally misrepresenting their performance. This parallels the “[failure] in
completeness reporting” (Joseph 2012:103) phenomenon described by Joseph (2012) in sustainability
reporting (SR). The author argues that this reporting ‘incompleteness’ may result when sustainability
efforts are driven by a procedural focus on measurement rather than on the outcomes (with respect to
the normative principles of SR and to the wider sustainability context of the firm). Joseph (2012; quoting
GRI 2007) defines this context as being: “how an organization contributes, or aims to contribute in the
future, to the improvement or deterioration of economic, environmental, or social conditions,

developments, and trends at the local, regional, or global level” (p. 99).
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2.5. Conclusion:

This study proposed a novel hierarchical framework to classify the types of trade-offs that are
encounteredinthe implementation of corporate sustainability initiatives. This was based on a systematic
review and content analysis of the conceptualand applied studieson this topic. This frame work proposed
that trade-offs stem from three basic, hierarchical tensions which collectively determine: whether a
company will pursue sustainability, as well as where and howit may do so. The following sections highlight
the key contributions of this reviewand framework (5.1), its key limitations (5.2), and finally, a number of

recommendations for future trade-off research (5.3).
2.5.1. Research Contribution:

This chapter set out to answer two research questions, and in so doing made a number of significant
contributionstothe literature on trade-offsin corporate sustainability. Inresponse to RQ 1-1, this study
conducted acombined literature review-and-content analysis methodologyto establish acomprehensive
taxonomy of the kind of trade-offs encountered by managers today in the pursuit of corporate

sustainability, as described in trade-off literature.

By classifyingand arranging trade-offsin ahierarchy, the trade-off framework proposed here has helped
trace how these conflicts arise throughout the imple mentation process, and how they are interconnected.
More importantly, this study identified and mapped out the core tensions at the root of these trade-off
decisions. These include the tension between the creation of private value-shared value (whichis at the
top of the trade-off hierarchy, and the center of all trade-off decision-making), followed by the tension
between the ‘scope-depth’ of sustainability agendas, as well as the tension between the measurement
and management of firm performance, inthe implementation of these sustainability agendas. Together,
these three tensions determine whether a firm engages in corporate sustainability, as well as how and

with which approach.

Building on the findings of Epstein et al. (2014), who declared that tensions in corporate sustainability
may be expressed as either competition or complementarity), this study further proposed that these
fundamental hierarchical tensions link trade-offs and synergies, by leading to either competition or
complementarity between the different dimensions. This finding implies that rather than being polar
opposites, sustainability trade-offsand sustainability synergies are merely opposite sides of the same coin,
and transition between the two states is possible—a notion that has its roots in resource-based

management theory.
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As such, in response to RQ 1-2, this study found that corporate sustainability trade-offs are in fact not
fixed and may become synergies. Thisfinding was connected to the principles of resource -based theory,
and in particular Hart’s (1995) NRBV, such that a firmin possession of a unique combination of resources
and capabilities, under environmental (and resource) constraints, will resort to sustainability strategies
that develop these resources/capabilities in a way that enhances its competitiveness in the long-term.
However, thisis dependenton the strategicdecisions made by its managers, and theirabilityto recognize
and seek out the most successful win-win strategies, over time (as described by Hart 1995; Hart and
Dowell 2011 and others). It follows thenthata ‘non-optimal’ strategy mayinfact lead to a compromise,

rather than the ‘win-win’ so often attributed to— and posited by— resource-based theory.

Based on the literature reviewed, this study found overwhelming support for this notion, and specifically
that the transition between competition and complementarity may be achieved by managers today
through strategicdecision-making, as described by the NRBV. However, resource constraints impede this
process, and encourage the development of trade-offs by expressing their core tensions in the form of
competition, ratherthan complementarity—particularlyat a macro-levelin the framework (and in regards
to the central private value-shared value tension). Yet, some of the articles reviewed here described
that—in line with the principles of NRBV —resource constraints can be overcome to a certain degree
through innovation (e.g., Venn and Berg 2013). In NRBV terms, this entails the development of a key
organizational capability that enhancesafirm’s access to resources, which in turn confers a sustained and

sustainable competitive advantage.

This chapter also argued that trade-offs may also be resolved through the use of corporate sustainability
strategies that are based on a commitment to core values and a dynamic approach to stakeholder
managementovertime (as described by Minoja 2012). This finding follows the hierarchy displayed in the
trade-off frameworkin Table 2-3, further highlighting the central role played by the private value-shared
value tension in trade-off decision-making today. More importantly, however, this means that managers
facing sustainability trade-offs in the implementation of corporate sustainability initiatives must often

strategically sacrifice short-term gains, for larger benefits in the longer-term.
2.5.2. Research Gaps:

Based onthe findings of this review, itis apparent that the work published to-date on trade-offs has been

extensive and has begun to address conflict decision-makingin corporate sustainability not just at a top-
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level, but alsoat the level of the various application areas. Nevertheless, throughthe course of thisreview

it is apparent that key research gaps remain.

Based onthis studyand on the various meta-reviews conducted previously (e.g., NBS 2008), it is apparent
that empirical research that tests the link between three performance areas to determine whether a
trade-off or synergistic relationship exists has been exhausted (Maxfield 2008 refers to the topic as a
“theoretical quagmire”: 368). This study providedfurthersupport forthe previously reported findings that
that the relationshipis highly contextualand highly dependent on the methodology employed to study it
(e.g., McWilliams and Siegel 1997; Blanco et al. 2009). However, these studies have demonstrated that
trade-offs and synergies exist as two inter-relatedstates,and thatitis possible fora firm to move between
them. Accordingly, having established here that trade-offs are indeed flexible, more work is needed to

examine the conditions under which they may become synergies (or competition to complementarity).

More research is needed particularly at the micro-level tensions at the bottom half of the framework,
where trade-off literature (as well as NRBV-literature) has been sparse. Further research into this area
would be invaluablein establishing how the micro-level tensions and associated trade-offs are connected
to the more macro-level conflicts—and more importantly, how this micro-macro connection between the
top and bottom halves of the framework (as shownin Table 2-3) can be used to resolve these micro-level
trade-offs, and encourage ‘win-win’ opportunities in these areas. Furtherwork would also be particularly
useful at the level of specific industries, to identify any industry-specific influences on the kind of trade-

offs encountered by companies, and on the options they may have in resolving them.

From a theoretical perspective, more work is also needed in the realm of NRBV theory on how firms
choose between competing corporate sustainability strategies, both of which have the potential to
generate sustained competitive advantage. As described earlier, much of the NRBV focus has lay on
pollution prevention strategiesin particular. Although research is emerging on the use of other corporate
sustainability strategies, namely product stewardship and sustainable development, work in these areas
is still in an embryonic stage—and in the case of sustainable development “virtually nonexistent” (Hart
and Dowell 2011: 1470). As such, there exists a crucial gap in NRBV literature that addresses the
application of different competing strategies to engaging in corporate sustainability, as well as the

complex interconnections that may exist between these different approaches.

More work is also needed to further explore the evolving managerial decision-making process in the new

wave of ‘paradoxical’ firmsthat perceive both states simultaneously. Vilanova et al. (2009) and Epstein et
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al. (2014) found that in certain conditions, trade-offs were not being assessed using financial valuations.
Qualitative research into the application of corporate sustainability initiativesin specificapplication areas
(such as reporting or supply chain management) may be useful in this area to further illuminate how
sustainability decisions are currently being made in these leader firms. The emerging application of
ambidexterity and organizational paradox theory to trade-off research (e.g., Ramirez 2002; Minoja 2012;
Bansal and DesJardine 2014; Hahn et al. 2014) provides an interesting avenue for exploring how managers

may strategically direct the transition from trade-off to synergy.

Various studieshave also noted the need for more effective measurement tools that properly capture the
benefits received from the pursuit of corporate sustainability, and their distribution (Kaptein and Wempe
2001). These tools would rely on indicators that assess firm performance from a more context-based
perspective, based onthe firm’s systems-level contribution to sustainable development. The application
of these context-basedindicators may be applied to develop decision-making tools for use in reporting or
in product and procurement decisions. This heeds the call by Byggeth and Hochschorner (2006) for
systems-level eco-design tools that offer direct decision-making support beyond guidance in trade-off

situations.
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CHAPTER 3:
How Organizational Logics Shape Trade-Off Decision-Making in Sustainability
3.1 Introduction:

Extant research has demonstrated that sustainability tensions are inherent in the practice of corporate
sustainability (Van der Byl and Slawinski, 2015; Hahn et al. 2015). On a company-level, and as shown in
the trade-off model presented in Chapter 2 (Table 2-3), these include the tensions between the creation
of private value and societal value, scope and depth of sustainability agendas, and the measurement and
management of sustainability performance. These tension points present the company with strategic
choices. The extant literature on sustainability tensions has begun to analyze these strategicchoicesata
managerial level through the study of sustainability-related cognitive frames (Epstein et al. 2015; Hahn et
al. 2014; Hahn and Aragon-Correa2015). Inthis chapter (Phase Il of the dissertation), this nascent line of
inquiry is extended to the organizational level, and posits that companiesinterpretand respond to these

tensions in ways that reflect an underlying collective cognitive frame, or sustainability logic.

This argument is based on a growing body of research that explores company experiences with
sustainability through a cognitive lens (e.g.Hahn et al. 2014; Sharma and Jaiswal 2017). These studies (e.g.
Glac 2008) demonstrate how companiespractice sustainability in away that is guided by theirunderlying
(and mostly unconscious) logic. This cognitive logic has been to influence various sustainability -related
decision-making domains, including investment decisions (Glac 2008), the choice of social initiatives
(Sharma and Good 2013), and strategic responses to environmental risks (Sharma et al. 1999), among
others. What remains unknownhoweveris howtheselogicsinfluence a key area of sustainability decision-
making; that of sustainability trade-offs. There is a dearth of information on how organizational logics
shape the way that companies perceive, and respond to, trade-offs in sustainability. Thisis an important
gap because trade-offs have been shown to play a significantrole in shaping a company’s sustainability

practice (Walley and Whitehead 1994).

Accordingly, the objective of this chapter is to understand how organizational logics influence trade-off
decision-makingin sustainability. To achieve this, this study relies on a qualitative and inductive research
design based on the analysis of interviews with sustainability managers, annual reports, and third-party

news articles. The specific research questions guiding this work are:
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RQ 2-1. How do companies perceive trade-offs in the practice of sustainability?
RQ 2-2. How do companies resolve these trade-offs when they encounter them?

RQ 2-3. How do organizational logics shape the companies’ experiences with these trade -offs?

In answering these questions, this chapter makes a number of important contributions to the literature
on sustainability trade-offs and on sustainability cognition. Firstly, this chapter demonstrates that trade-
offsare inherentto the practice of sustainability (in thatall companiesinthe sample, regardless of their
underlyinglogic, faced the continual challenge of havingtojuggle competing demands across competing
stakeholders, and across performance areas and time horizons, among other types of trade -offs. This
notion of ‘sustainability as inherent compromise’ is at odds with the much-publicized ‘win-win’ view of
sustainability promoted by Porterand van der Linde (1995) and other seminal works in this area. Secondly,
this study finds that both instrumental- and integrative-leaning companies experience the same types of
trade-offs (for example, between competing stakeholders, or between the scope and depth of
sustainability agendas), in terms of both diversity (range of trade -offs experienced) and extent (frequency
of trade-offs). Companies nevertheless differ in terms of whether they experience these trade -offs as
being binary (with clear-cut ‘win-lose’ dimensions) or non-binary (less clear-cut/polar ‘win-lose’
dimensions), aswell asinterms of how these trade-offs are resolved. More importantly, this study finds
that the way in which companies experience trade-offs (binary or non-binary)and the ways in which they
attempttoresolve themare shaped by the companies’ underlying logic (be itinstrumental orintegrative).
Finally, this study also finds evidence of the cognitively limiting role that dominant (in this case
sustainability) logic can play. These findings have important practical implications for managers engaged

in the practice of sustainability, which are described in this chapter’s Conclusion.

The rest of this chapter is organized as follows: we begin with a review of the theoretical landscape
informing this work, including the literature on organizational cognition and the literature on trade -offs
in corporate sustainability. We then describe the content analysis methodology followed in this study,
followed by a description of the results. We then discuss the link betweenlogics and trade -off experience
through a numberofillustrative cases from the studysample. Finallywe conclude witha discussion of the
managerial implications of these findings, and with re commendations for practitioners on how to more

effectively navigate trade-offs in corporate sustainability.
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3.2 Theoretical Background:
3.2.1. Organizational Cognitionin Management:

Organizational behavior and strategic decision-making have long been studied through the lens of
resource-based theories, which assume that companies consist of a “collection of [...] resources” and
capabilities upon which their competitive advantage depends (Newbert 2007: 122). These theoriesrelied
onthe “conventionalmodel of bounded rationality” (Hodgkinson et al. 2009: 278; see also: Forester 1984;
Lindblom 1959) and largely disregarded the “interpretive side of organizations” (Kaplan 2008: 666) —that
is, managers’ interpretations of their strategicenvironment (Sparrow 1999; Jenkins 2014; Menon 2018).
However, during the 1980s, an alternative line of thinking emerged; one that examines the (largely
unconscious) socio-cognitive influences that shape outcomes and decisions in strategic management
(Hodgkinson and Healey2002; Narayanan etal. 2011). This line of thinking—also referred to as managerial
and organizational cognition—has focused on exploring the “cognitive phenomenon” that underpin
“strategy formulation and implementation” (Narayanan etal. 2011: 307). This body of work assumes two
key perspectives: firstly, that organizations can be viewed as “interpretation systems” that are constantly
engaged in making sense of (and constructing interpretations of) their environment (Neale et al. 2006:
509). Secondly, organizations can also be viewed as “information processing systems” that use their
interpretations of environmental information to guide decision-making and action (Neale et al. 2006:

509).

The theoretical basis of managerial and organizational cognition research lies at the i ntersection of three
theoretical domains, namely, cognitive psychology, organizational behavior, and social cognition (Neale
etal.2006). Studiesin this field have demonstrated that “the thinking organizationis notjust a metaphor,
(it) refers to an empirically demonstrated capability of organizations” (Walsh 1995: 294). This notion is
built on the idea of a collective organizational script, which provides a “shared interpretive scheme”
(Walsh, 1995: 295). This script emerges at the organizational level from the aggregation of the individual
cognitive scripts of key actors, oftenthe top management team (Walsh, 1995; Cornelissen and Werner,
2014). Schneiderand Angelmar (1993) sum this process up best when they state: “people think (=cognitive
psychology), managers are people (=organizational behavior), therefore managers must think
(=managerial cognition); and managers happen to think in organizations while engaged in assorted
organizational tasks (e.g. decision-making, strategic or otherwise, negotiations, performance appraisal,

etc.) (=cognition in organization)” (p. 348).
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These individual, managerial-level scripts (alternatively referred to as cognitive frames, schemas,
collective beliefs orlogics®) serve as “mental models” (Hockerts 2015: 106) or “simplified representations
of reality” (Wrona et al. 2013: 2). These logics offer decision-makers a way of filtering complex and
“ambiguous” (Hahn et al. 2014: 463) environmental information for the purposes of decision-making.
When faced with new environmental information, managers refer back to these logics, through the
process of sensemaking. Given that these logics are built on the actors’ own past experiences, the
outcomes of this sensemaking process are highly individualized. Different managers facing the same
strategic choices may interpret and respond to these choices differently, thus resulting in different
outcomes. It is important to note, however, that just as these logics allow for managers to filter in new
environmental information, they also potentially limit managerial cognition by filtering out potentially-
relevant information, and thus, blinding decision-makers to potentially-relevant data (Prahalad 2004;
Hockerts 2015). In this way, cognitive scripts can “enhance or detract from the process of organizing”

(Walsh 1995: 296), leading to possible organizational myopia.

This “sensemaking failure” (Cornelissen and Werner 2014: 189) notwithstanding, the process of
managerial sensemaking ultimately contributes to the emergence of a single (pre)dominant collective
organizational logic. A number of different processes have been suggested to describe how this cross-
level transition takes place. Kaplan (2008), for instance, describes how these collective constructs
(referred to as ‘cognitive frames’) emerge through ‘frame contests’ between individual managerial
frames, at the end of which one predominates and supersedes the rest, and is accepted as the collective
organizational frame (Kaplan, 2008). According to Kaplan (2008), this process occurs during strategy
meetings with top management, where “actors attempt to make sense of ambiguous signals from the
environment” (p. 731) and involves a combination of cognitive and political processes. Frame contests
occur partly through cognitive processes thatinvolve actors “realign[ing]” (p. 740) their cognitive frames
based on new information. Similarly, framing can occur through political processes, in that actors in these
frame contests and strategy sessions “can act purposefully to shape the frames of others to mobilize
supportfor (ordecrease the resistanceto) a project” based on power relationships and legitimacy (Kaplan
2008: 738). This would involve actors’ efforts to “rebut, undermine, or realign the diagnostic and

prognostic frames held by the opposing coalition” (Kaplan 2008: 738).

6 1tisimportantto note that many different terms have been used to refer to this concept of anindividual or
group-level, socially constructed, cognitive knowledge structure. Walsh (1995) provides an exhaustivelistof these
terms, many of which are used interchangeably. Following other cognition studies in the strategic management
literature (Bettis et al.2011 and Prahalad 2004), we will refer to these structures here as ‘dominant logic(s)’.
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Regardless of the processinvolved in the emergence of a collective frame, what this study demonstrates
is that collective organizational logics are dynamic in nature, and their evolution contributes to
organizational learning. Additionally, thisstudy also affirms that the emergence of asingle (pre) dominant
organizational-level logic does not preclude the continued presence of other “divergent” (Kaplan 2008:
737) individual or group level logics within an organization. However, unlike the collective frame, these

divergent frames do not largely influence organizational learning.

Collective logics influence organizational learning by shaping organizational decision-making. According
to Huff (1990), “expectations, based on previous experience, structure perception; these expectations
provide complex hierarchal frameworks within which decisions are made” (p. 37). In this way, logics
provide a template for organizational decisions by determining pre-set priorities and expectations based
on managerial “interpretations of [the company’s] organizational purpose” (Choo 2002: 79). Accordingly,
a company’s dominant logicis “in essence, the DNA of the organization ... it becomes the lens through

which managers see all emerging opportunities” (Prahalad 2004: 172).
3.2.2. Organizational Cognition in Corporate Sustainability:

Dominant logics have beenstudied in a range of strategic management domains, including the areas of
strategy formulation, strategicchange, and organizational identity, among many others (see: Narayanan
et al. 2011; Kaplan 2011). Recently, this perspective has also extended to the realm of corporate
sustainability’. In this area, a number of studies have recently identified a range of sustainability logic
‘types’ that managers (or organizations as a whole) exhibitin the practice of sustainability. These studies
and typologies are summarizedin Table 3-1. Asshowninthe table, these studies addressed sustainability
logics (alternatively referred to as frames or views) at either the individual (i.e., managerial) or collective

(i.e., group or organizational) level.

7 Inthis study, we use the term ‘corporate sustainability’ to encompass a company’s social, economic, governance,
and environmental sustainability. As such, we consideritinterchangeablewith the terms corporatesocial
responsibility here (although itis nevertheless important to note that a number of authors have highlighted subtle
differences between the two terms; Bansal and Desjardine2014;Bansal and Song2017). We considered the terms
interchangeableinlargepart due to the factthat the interview participantsin this studyalsodidso.
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Typology
Study Cognitive Structure Level of Analysis Instrumental Logics < — == — == —— > Integrative Logics
Market-Led Normative Integrative  Paradoxical
Berger et al.2007 Normative logics (and Organizational Business case Social values- | Syncretic
frames) led Stewardship
Glac 2008 Decision frames Individual Financial Expressive
Gao andBansal 2013 Dominant logics Organizational Instrumental Integrative
Hahn et al.2014 Cognitive frames Individual Business case Paradoxical
Van der Byl and "View" (andlens) Organizational Instrumental Integrative Paradox
Slawinski 2015
York et al.2016 Environmental entrepreneur | Individual Commercial Dominant Ecological Blended
identity Dominant
Sharma and Jaiswal Managerial cognitiveframes | Individual Business Business Paradoxical
2017 Frame CaseFrame frame
Corbett et al.2018 Green project logics Group Traditional Logic Ecosystem Logic

Table 3-1. Typologies of sustainability approaches at various organizational levels, based on managerial and organizational cognition.
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As shown in Table 3-1, Berger et al. (2007) was the first to develop a typology of sustainability logics at
the organizational level, based on company interpretations of “what CSR [corporate social responsibility]
meant to them” (p. 133). This study accessed this logic (alternatively referred to as a company’s
‘normative logic’ or ‘frame’) directly using in-depth interviews with business managers and consultants,
which were analyzed qualitatively through the lens of institutional theory. Berger et al. (2007) found that
the companies under study corresponded to one of three logic types: business case logic, social values-

led logic, and syncretic stewardship logic.

Business case logic is market-led at its core (as shown in Table 3-1); it is based on the notion that
sustainability projectsoughtto be pursuedonlyiftheypresentaviable business opportunity. On the other
hand, the social values-led logicis normative in nature, in that “CSR was the organization’s lifebloodand
was integrated into the organizational fiber in every way” (Berger et al. 2007: 141). Here, “economic
[performance] criteria” and business case analysis were considered of “clearly secondary” importance (p.
141). Finally, syncretic stewardship logicis based on “a broad, holistic view of CSR that encompassed larger

and more diverse sets of stakeholders than eitherthe business-case or social values-led firms” (p. 143).

Other studies conducted on sustainability logics identified logic types that were analogous to the three
mentioned by the York et al. (2016) and Berger et al. (2007) studies, namely a market-led logic, a
normative, values-led logic, and a holistic(or ‘integrative’) logic. Forexample, in theirstudy of individual
decisionframes used by investors, Glac(2008) identified a market-led logic, which she termed ‘finandial’
logic. Similarly, Corbettetal. (2018) termed this logic ‘traditional’, in their study of how sustainabilityis
integrated into projects. Sharma and Jaiswal (2017) further differentiated between business-case logic
and business logicin theirstudy of the evolution of managerial framesin Bottom of the Pyramid projects,

over time.

In addition to these three logic types, two other studies (namely, Hahn et al. 2014 and Van der Byl and
Slawinski 2014) identified a fourth type, termed paradox(ical) logic. This logic “explicitly acknowledges
tensions among different desirable, yetinterdependent and, at times, conflicting sustainability objectives”
(Hahn et al. 2017: 235). A paradox approach, however, “does not mean that firms abandon a profit
orientation altogether [..] rather ‘paradoxical resolution denotes purposeful iterations between
alternativesin orderto ensuresimultaneous attention to them overtime’ (Hahn et al. 2017: 238; quoting
Smith and Lewis 2011: 392). According to Gao and Bansal (2013), there exists some overlap between a
paradoxical and an integrative approach to sustainability by stating that through “simultaneous decision-

making” across the various competing aspects of sustainability “integrative logics build upon atemporal

50



and spatial orientationthat permitsa deep reconciliation of otherwise contradictory elements” (p. 244)—
in other words, a paradox. This integrative-paradox logic overlap is echoed by Hahn et al. (2015), who
contend that “firms that simultaneously address multiple sustainability aspects —even if these appearto
contradict each other—can shake off the straightjacket of the instrumental perspective that establishes a
hierarchy of financial outcomesat the organizational level over other sustainability concerns” (p. 311). On

this basis, the paradox logic was classified as belonging to the integrative logic type in Table 3-1.

As such, based on this literature on sustainability logics, two primary logictypes (or what Gao and Bansal
term “two different [sustainability] paradigms”: 242) appear to emerge; these are instrumental and
integrative. Instrumental (or market-led) logics were identified in all of the studies highlighted in Table 3-
1. Similarly, anintegrativelogic (whetherin the form of holistic or paradoxical logic) was also identified in
each of these studies. In all of these studies, instrumental -type logic encompasses market-led business
case-thinking approachesto sustainability, whilethe integrative-type encompasses a wider, systems-level
view of sustainability that explicitly acknowledges tensions, or the necessity of compromise, in the

practice of sustainability.
3.2.3. A Cognitive View on Sustainability Trade-offs:

As described in Chapter 2, the practice of corporate sustainability is beset with inevitable tension points
that are both complex and interrelated (Hahn et al. 2015; Epstein et al. 2012). These include tensions
across conflicting time horizons (between generations), across different levels (individual and systemic),
and different sustainability objectives (social, economic, environmental, among others) (Van der Byl and
Slawinski, 2015). The earliest studies of sustainability tensions may be traced back to the seminal work of
Walley and Whitehead (1994), who argued that trade-offs in sustainability were inevitable in the
implementation of corporate environmentalinitiatives, and to Porterand Van der Linde (1996), who were
the firstto counterthis argument by defining sustainability synergieson the basis of the Porter hypothesis,
which states that environmental regulations may enhance business competitiveness. This was followed
by Margolis and Walsh (2003), who, on this basis, called for more research into sustainability tensions
from a wider non-binary perspective, and to “look beyond win-wins and trade-offs” (Van der Byl, 2015:
55). In response to this call, three streams of literature have emerged to address company experiences
with tensionsinthe practice of corporate sustainability, in additionto the antecedents and consequences
of these experiences. The first line of research has explored whether companies seetensions as trade -offs
or synergies, and why. This line of inquiry has received extensive research attention over the past three

decades and has focused predominantly on identifying a causal relationship between different finandial
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and non-financial dimensions of company performance (e.g. Orlitzky et al. 2003; Vogel 2005). A second
line of research has focused in on the tensions themselves, trying to identify the different types of tensions

that companies encounter in the practice of sustainability, at various levels (e.g. Hahn et al. 2014).

A third, nascent line of inquiry has now begun to explore the cognitive foundations of how companies
perceive, and maneuver around, these different tensions (e.g. Epstein et al. 2015; Hahn et al. 2014 and
2017; Hockerts 2015; Hahn and Aragon-Correa 2015). These studies draw on the literature on
organizational cognition,and specifically on how managerial cognitive scripts guide their decision-making
around sustainability tension situations. By exploring the cognitive roots of tension decision-making, this
line of research aims to advance our understanding of why (rather than whether) companies encounter
the tensions thatthey do,and why they respondto these strategic choices indifferent ways. This literature
has howeverfocused largely on cognition atthe managerial level (i.e. individual cognitive processes that
managers encounter in the practice of corporate sustainability), rather than at the collective
organizational level (see for example: Eberhardt-Toth and Wasielski 2013; Sharma and Jaiswal 2017). As
such, there is a dearth of empirical, organizational-level research that describes how firms ‘think’ about
sustainability, the collective logic that ‘they’ follow when faced with (inevitable) sustainability conflicts,
and, crucially, how this logic translates into problem-solving behavior to overcome these tensions.
Accordingly, and based on the literature reviewed above, aresearch gap existsinthree key areas. These
are how companies perceive trade-offs in sustainability (from a cognitive perspective), how companies
approach trade-off decision-making, and how this trade-off perception and behavior is tied to the
company’s underlying dominant logic. Based on this gap, we propose the following three research

questions:

RQ 2-1. How do companies perceive trade-offs in the practice of sustainability?
RQ 2-2. How do companies resolve these trade-offs when they encounter them?

RQ 2-3. How do organizational logics shape the companies’ experiences with these trade -offs?

These three questions form the basis of this study, which aims to understand how collective company
logics influence companyexperiences with sustainability trade -offs and company approachesto trade-off

decision-making
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3.3. Method:
3.3.1. Samplingand Data Collection:

To achieve this objectiveand answerthese threeresearch questions, thisstudy relied on semi-structured
interviews with sustainability managers at a group of the largest companiesin North America. These
companieswere chosen based on aranking of the 100 largest companies (by revenue) in Canadain 2014
(at the start of the study), as published in the Globe and Mail. This ranking was based on the companies’
Canadian operations and consisted of both private and Crown corporations. This sample also contained
Canadian as well as international companies (headquartered and incorporated in Canada and
internationally), sustainability leader firms and sustainability laggards, across a wide range of industries.
This sample diversity was crucial for the purposes of this study, to capture the widest possible range of

sustainability trade-off experiences.

Out of the 100 companies in the sample, 19 companies agreed to participate in this study. The
interviewees (managers) agreed to officially speak on behalf of their companies and present their
companies’ (as opposed to their own individual/managerial) experiences with trade-offs and their
disclosure. These companies belonged to eight different industry sectors (as shown in Table 3-2). Just
under half (9 companies, or47%) of the companiesinthe sample belonged to environmentally sensitive
industries, namely: extraction (4, 21%), manufacturing (4, 21%), and transportation (1, 5%). These

companies were referred to in the analysis and results using codes (shown in Table 3-2).

Company Code Industry
Industry Type Frequency
(No. of Companies and %)
Company 1-4 Extraction 4 (21%)
Company 5 -8 Finance and Insurance 4 (21%)
Company 9 Wholesale 1(5%)
Company 10 - 11 Information - Telecom 2 (11%)
Company 12 - 15 Manufacturing 4 (21%)
Company 16 Retail 1 (5%)
Company 17 Transport 1 (5%)
Company 18 - 19 Utilities 2 (11%)

Table 3-2. The codes usedto refertothe 19 study companies, alongsidetheirassociated industries.

To understand the company’s experience with sustainability trade-offs and tensions, this study targeted

company personnel responsible for formulating and implementing their company’s sustainability
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strategy. These include sustainability managers and executives. These individuals were identified via the
sustainability sections of the companies’ websites, by contacting the head office directly, and through
professional networking websites such as LinkedIn. On LinkedIn, potential participants were identified by
searching through publicly available company employee lists and looking for sustainability managersand
executives. The interviews were conducted over the phone between 2016 and 2017 and lasted between
30-60 minutes each. The interviewees were asked whethertheircompany had encountered trade-offs in
the practice of corporate sustainability, and if so, how their company had managed these trade -offs (i.e.,
how the decision was made, and the rationale behind it). The names of both the interviewees and their
companieswere held confidential throughout the study. The interviewees were asked about the kinds of
trade-off decisions their companies have experienced in the practice of sustainability,and to describe how
these decisions were formulated. To capture the company’s collective (rather than managerial) cognition
(and establish construct validity), the interview questions wereframed around the company’s experience
with trade-offs, ratherthan the intervieweethemselves. The interviews were recorded and transcribedin

preparation for analysis.

Thisfirst-hand data on company experiences with trade-offs was also supplemented by archival sources,
namely annual reports and corporate (sustainability-related) web-pages, and media articles (following:
Crilly and Sloan 2012)%. Annual reports provide the company’s official approach to sustainability, as
described and approvedby the company’sexecutive team. This account providesvaluableinsight into the
company’s collective view of sustainability. In this study, only the sustainability-related sections of annual
reports were included in the analysis. If the annual reports did not contain any sustainability -related
sections, then the sustainability-related web-pages from the company’s website were used instead. The
literature has shown however, that sustainability disclosures (such as annual reports or sustainability
reports) often present a ‘greenwashed’ or strategically manipulated impression of a company’s
sustainability work as a means of securinglegitimacy (see forexample: Bozzolan etal. 2015). To counter
this threat, and to triangulate the data (Carter et al. 2014), a third data source was used, namely media
articles. An internet news search was carried out for each of the 19 companies interviewed, looking for
news articles related to sustainability or social responsibility over the past five years. A total of 40 web-
based third-party news articles were analyzed, which equates to arough average of two articles pereach

of the 19 study companies.

8 To maintain the confidentiality of the interviewees and their companies, the annual reports and media articles
are not quoted inthe study.
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3.3.2. ContentAnalysis:

The transcribed interviews and archival material were analyzed by qualitative content analysisto look for
references to tensions related to sustainability, including both trade-offs and synergies. The aim of the
analysis is to explore: which types of tensions are encountered by the sampl e firms (RQ 2-1), and what
action is taken to manage or resolve this tension (RQ2-2), and what are the companies’ underlying
sustainability logics (to help answer RQ 2-3). Content analysis was chosen foruse in this chapter because
of its ability to extract and then systematically analyze the companies’ experiences with tensions, as
relayed in the interviews, reports, and articles. This methodology was used to code for explicit (or
manifest) references to trade-offs and tensions, in order to look for common patterns betweencompanies
in terms of their approach to sustainability (which reflects their underlying logic) and their approach to
trade-offs. This thematicapproach allowed for the exploration of how companies perceive sustainability
tensions, and how they problem-solve in these situations. In keeping with the inductive approach, the
coding and abstraction of the texts proceeded iteratively and in tandem (Thomas 2006). A constant
comparison approach was used to move between the coded text and the literature on sustainability

tensions and strategic cognition. A schematic diagram of the analytical method is shown in Figure 3-1.

Three categories emerged from the analysis of the interviews and archival documents (as shownin Fig.
3-1 and discussed furtherin the subsequent Results section). To identify the companies’ pre-dominant
sustainability logic, these categories were compared with the literature on sustainability cognition
(summarizedin Table 3-1) and classified across the two principal sustainability logictypes (instrumental
and integrative). As described inthe Theoretical Background section, thesetwo logictypes were
instrumental-type and integrative-type logics. This classification stage is discussed in more detail in the
Results. Thisinformation was then used to determine each of the 19 study companies’ pre-dominant
sustainability logic orientation and to explore how organizational logics shape company perceptions of,

and decision-making around, sustainability trade-offs
3.3.3. Results:

Three sets of categories emerged from the analysis of the interviews and archival material (as shownin

Figure 3-1). Each category consisted of an underlying set of codes.
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Figure 3-1. Schematic diagram of the method followed in the study.
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These three sets of categories were: categories related to how companies practiced corporate
sustainability (‘corporate sustainability approach categories’), categories related to how companies
experienced sustainability trade-offs (‘trade-off experience categories’), and finally, categories relatedto
how companies resolved sustainability trade-offs (‘decision-making process categories’). The first group
of categories—‘corporate sustainabilityapproach categories’ —represented the companies’ sustainability
priorities, motivations, and practice, and thusserves as a proxy of the companies’ underlying sustainability

logic.

The codesrelated to the companies’ corporate sustainability approach are detailedin Table 3-3, along
with the code frequencies. Inthistable, these code frequencies represent the number of companies
(and percent) inthe study sample whose interviews orarchival documents contained the code in
guestion. Similarly, categories related to the companies’ perceptions of trade-offs are listed in Table 3-4
(alongwith frequencies), and the companies’ decision-making processes around trade-offs are listed in
Table 3-5. Expanded versions of these tables containing illustrative quotes fromthe interviews, annual
reports, web-pages, or mediaarticles analyzed, are listed in AppendixB (Tables 3-6to 3-8). These codes

and categories are described in more detail in subsequent sections 4.1to 4.3 of this chapter.
3.3.4. Categories of Corporate Sustainability Approach:

The categories related to the companies’ sustainability approach, and theirunderlying codes, are shown
inTable 3-3 (and Table 3-6, AppendixB). The analysis revealed four corporate sustainability (CS)approach
categories, which were then usedto determine the companies’ underlying sustainabilitylogic orientation.
These four categories were related to: 1) the ways in which the study companies practiced sustainability
(“CS Practice’), 2) the motivations behind why they practiced CS (‘CS Motivations’), 3) the company’s
temporal orientation with regards to sustainability planning (‘Temporal Orientation’), and 4) descriptions
of the company’s CS strategy (‘CS Strategy’). This section describes these categories and their underlying

codes and classifies each of the codes as being instrumental or integrative in nature.
Corporate Sustainability (CS) Practice

With regards to the category ‘CS practice’, the data revealed that the study companies practiced
sustainability through a range of different initiatives. This included initiatives related to eco-efficiency,
footprint reduction, supplier engagement, community initiatives (such as charity donations), the
development of green product lines, sustainabilitydisclosure, and employee engagement initiatives (such

as employee volunteering opportunities). Companies in the study sample also practiced sustainability by

57



relying on voluntary sustainability standards such as the Global Reporting initiative’s sustainability
reporting guidelines or the Carbon Disclosure Project (coded under ‘CS — align with standards’). All of
these ‘CS — practice’ codes were not included in the logic type classification (i.e. as belonging to either
instrumental or integrative sustainabilitylogic), giventhe fact that they may each be implemented by both
integrative-andinstrumental-leaning companies.The key difference between the two companies would
liein howtheywouldimplementthese initiatives, ratherthan whether. Given that the ‘CS action’ codes
included in this study only code for instances of sustainability practice (i.e. whether), we consider these
codes as being logic-neutral. This is indicated in Table 3-3 as shaded rows under the column labelled
‘Instrumental or Integrative’ (e.g.inthe case of the code ‘CS action — align with standards’). As indicated
inthe table, most of these codes were found in the companies’ annual reports, sustainability web-pages,
and media articles, which by their nature are meant to describe company sustainability outcomes (i.e.
specificinitiatives undertaken, or performance demonstrated). The interview discussions, on the other
hand, focused instead on the decision-making processes behind the initiatives, rather than on the

initiatives themselves, and thus contained very few ‘CS action’ codes.

Some company initiatives, however, did reveal an instrumental approach to sustainability. These
initiatives included instances of symbolic engagement and disclosure as well as noncompliance. In the
case of the latter (noncompliance), these codes captured instances where companies were found guilty
of tax evasion orwere fined for pollution. These ‘CS action —noncompliance’ codes appeared in both the
media articles (which underscored the need for triangulated data sources in the study) as well as in the
annual reports, in 2 (11% of) companies in the sample. On the other hand, codes related to symbolic
disclosure actually came from the interviews themselves. Four companies (21%) candidly described their

reporting “culture” as being one of “good news only”.

These companies described how their sustainability disclosures served as an exte nsion of the company’s
corporate communications department. In these (few) companies, sustainability reports served as an
opportunity to project a positive sustainability-friendly impression of the company to its stakeholders.
This corresponds to the instrumental (or symbolic) approach to reporting described in the impressions
management literature (Bozzolan et al. 2015). These codes were accordingly classified as being
instrumental. Similarly, one of the media articles analyzed also described how one study company (5%)
had implemented an employee wellness program that the company failed to implement. This instance
was coded underthe label ‘CS action — employee initiatives —symbolic’, and (just as with the case of the

symbolic disclosure instances described earlier) was classified as being instrumental.
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Coding Categories Corporate Sustainability (CS) Approach Codes Instrumental or Frequency
Integrative (N, %)
CS Practice CS action— align with Standards 4 (21%)
CS action— community 6 (32%)
CS action—disclosure 7 (37%)
CS action— disclosure—symbolic Instrumental 4 (21%)
CS action — eco-efficiency 3 (16%)
CS action— employee engagement 4 (21%)
CS action— employee initiatives -symbolic Instrumental 1 (5%)
CS action— green products 3 (16%)
CS action— impactreduction 13 (68%)
CS action— noncompliance Instrumental 2 (11%)
CS action—supplychain 3 (16%)
CS Strategy CS as add-on Instrumental 4 (21%)
CS based on systems science Integrative 3 (16%)
Integrated CS strategy Integrative 14 (74%)
Triple Bottom Line (TBL) notion of CS Integrative 3 (16%)
Top management —not supportive of CS Instrumental 1 (5%)
Top management —supportive of CS Integrative 3(16%)
CS Motivation Business case motivation Instrumental 8 (42%)
Business prioritized Instrumental 10 (53%)
Competitiveness — benchmark againstpeers 3 (16%)
Competitiveness — leaderinindustry 3 (16%)
Compliance 7 (37%)
CSactioninreactionto pressureor scrutiny 2 (11%)
Creating shared value Integrative 6 (32%)
Customer demand motivates CS 2 (11%)
Driven by stakeholder expectations 5(26%)
Employee expectation drives CS 4 (21%)
Ethical values 12 (63%)
Social licenseto operate Integrative 1 (5%)
Systems-view of community Integrative 4 (21%)
Systems-wide benefit Integrative 3 (16%)
Temporal Future orientation Integrative 6 (32%)
Orientation Short-term orientation Instrumental 2 (11%)

Table 3-3. Categories and frequencies (N, and percentage of companiesinthe sample who described the
code) of codes related to the corporate sustainability (CS) approach takenby the companiesin the sample.
All rows under ‘Instrumental or Integrative’ that are left blank and shaded represent logic neutral

Corporate Sustainability (CS) Approach codes.
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Corporate Sustainability (CS) Strategy

The 19 study companies differed in terms of their strategies regarding sustainability. Most of the
companies in sample viewed sustainability as a strategic priority. These companies had a defined
sustainability strategy that dictated company priorities with regards to social, economic, environmental,
and governance impacts, and set goals and objectivesin these areas. These sustainability strategies were
described as integrated with the company’s core values and mission (coded as ‘Integrated CS strategy’;
14, or 74%, of companiesinthe sample). Thisapproach to sustainability aligns with what Vallasteretal.
(2012) term “CSR as ingrained”, or highly integrated (p. 49). For example, Company 9 states: “It’s [i.e.
sustainability] definitely built into the strategy overall and [our] business goals, so our board has

developed five-year business goals” (Company 9, Interview).

These companies generally also described theirtop managementteams (broadly conceptualized here as
includingthe board) as being committed to sustainability,and supportive of the company’s sustainability
programs (coded as ‘Top management —supportive of CS’; three companies, or 16%). These companies
also tended to view (and define) sustainability from a triple-bottom-line perspective (‘TBL notion of CS’;
three companies, or 16%,) or a systems-based perspective (‘CS based on systems science’; also, three
companies, or 16%,). All of these codes were classified as being integrative in nature, given the

“embedded” nature of the sustainability strategies followed (Vallaster et al. 2012: 46).

It is important to note here that having a sustainability strategy does not automatically imply that this
strategy is ‘embedded’ in the company’s core values, or that the company follows an integrative
sustainability logic®. Acompany can plausibly have a “reactive” (as opposed to “proactive”) sustainability
strategy that is based on “expending only the minimum level of effort required for non-voluntary
regulatory compliance” (Torugsa et al. 2013: 384; see also: Carroll’s 1979 “responsiveness continuum”:
502). In these cases, these sustainability values are not integrated into the company’s overarching
strategy, emphasizing a perceived ‘sustainability-business’ divide (and thus, trade-off). This distinction
between sustainability strategies as integrated, versusadd-on, is seenbestin Vallasteretal.’s (2012) study

on strategicapproachesto CS(R). Vallasteretal. (2013) develop atypology of different corporate branding

% Here, we follow Husted and Salazaar’s (2006) definition of a strategic approach to CS(R) as being thatinwhich
“making a social investment [that] also obtains an additional benefit (good reputation, differentia ted products that
extract a premium, more highly qualified personnel) by design and thus obtains greater profitability”, through
“either the positioningof the firm with respect to its competitors or the leveraging of distinctiveresources and
competences” (p. 81).
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approaches to sustainability, including both “ingrained” and “add-on” approaches, but all of which are

strategic (p. 49).

However, anumber of companiesinthesampledidnot have aclearly embedded/integrated sustainability
strategy. These companies viewed sustainabilityas (in the words of Vallaster et al. 2012) an “add-on to be
communicated about [only] when needed” (p. 46). As such, sustainability was not integrated into their
strategy, core values, and objectives. These four companies made up 21% of the study sample. In these
companies, sustainability is viewed as being “peripheral” inthatit “is limited solely to “activities that are
not integratedintoan organization’s strategy, routines, and operations” (Aguinis and Glavas 2013: 315).
This was seenfor example, in the case of Company 14, who stated: “| would say that we don’t have any
aggressive targets orgoals really related to our sustainability, as aresult of our customers not demanding
those targets at this point. We anticipate itat some pointdown the road, but currentlyit’sjust not on the

radar” (Company 14, Interview)

Of these fourcompanies, one manager (Company 18) reportedin theirinterview that their company’s top
management was not particularly committed to or supportive of sustainability programs (‘Top
management — not supportive of CS’; one company, or 5%). This lack of support took the form of not

having a “board-level mandate” for sustainability (Company 18, Interview).

It isalsointerestingto note that the three of the four study companies whose analysisrevealed the ‘CS as
add-on’ code also contained a large proportion of instrumental-type ‘Corporate Sustainability (CS)

Approach’ codes, meaning that their dominant sustainability logic appears to be largely instrumental.
Corporate Sustainability (CS) Motivation

The study companies reported being driven to undertake sustainability initiatives due to a range of
different motivations. From a stakeholder perspective, these included meeting stakeholder expectations
(or customer expectations, or employee expectations), compliance with all applicable laws and
regulations (seven companies, or 37%), in response to activist or media pressure (two companies, or 11%),
or to maintain a social license to operate (one company, or 5%). As an illustrative example, Company 16
described how it undertook a sustainability program (i.e. offering a sustainable product line) in the face

of activist pressure.

All of these motivations are in line with the tenents of both legitimacy and stakeholder theories, the
former of which states that a company’s legitimacy (or a social license to operate) in the eyes of its

stakeholders is a valuable resource upon which the company depends. Furthermore, this sense of

61



legitimacy is established via a “social contract” between the company and its stakeholders (Deegan 2014:
248). Stakeholder theory similarly refers this social contract in terms of a “license to operate” whereby
the firmis “intertwined with stakeholders who can affect and are affected by the operations of the firm”

(Sulkowski et al. 2017: 2).

Other companies were motivated by competitiveness-related incentives, specifically by the need to be
seen as a leaderin the industry (three companies, or 16% of all companies), or to match what peer
companies were doing with regards to sustainability (also, three companies, or 16%). These two codes
speak to the strategic nature of some companies’ approach to sustainability, be it instrumental or
integrative in nature (Orlitzky et al. 2011). As a reflection of this logic-independence, the results of this
study show that of the six companies that contained the two codes, two were pre-dominantly
instrumental, another two were pre-dominantly integrative, while the remaining two were neither

instrumental norintegrative (i.e. had a roughly equal proportion of instrumental and integrative codes).

For all of these aforementioned ‘CS Motivation’ codes, none of these motivations were classified as being
specifically instrumental orintegrative, given their universal nature. Similarly, many study companiesalso
reported being motivated by intrinsic ethical values such as integrity, a sense of ethical responsibility, and
transparency. Although this motivation follows a primarily normative logic, it was not howev er classified
as being either integrative or instrumental in this study, given that “professing ‘good ethics is good

business’ has become an organizational ‘dogma’” (Hockerts 2015: 111).

Some motivations described in the interviews, however, did ascribe to an instrumental notion of
sustainability. These motivations (coded as ‘business prioritized’ and ‘business case motivation’) were
driven largely by amarket-led logicthat (a priori) prioritized the company’s financial performance over all
else. In contrast, some companies were motivated by a more integrative logic, these included those that
were driven by a needto create shared value (which echoed Porter and Kramer’s 2011 work), provide an
even wider systems-wide benefit (e.g. by tackling systems-wide sustainability challenges such as
eradicating poverty), and a system’s view of community (whereby the company views itself as part of a
wider community system, as part of a synergistic, mutually-reinforcing relationship). These motivations
reflect a wider, systems-based, integrative view of the company in society, and as a result, reflect an

integrative logic orientation.
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Temporal Orientation

With regards to the ‘Temporal Orientation’ category, companiesinthe sample differedin terms of their
sustainability temporal orientation. Two companies (11%) took a pre-dominantly short-term (lessthan 5
years) planning approach, relying for example on quarterly financial results or short-term targets. Another
six companies (32%) took a pre-dominantly longer-term approach, choosing ten-year (plus) targets, or
planning sustainability programs overlongertimehorizons. Gao and Bansal (2013) argue thatintegrative-
leaning companies take atemporal approach that “[favors] a longer-term perspective...in orderto allow
multiple issues to appear on a firm’s radar and permit system level understanding of intertemporal
choices” (p. 246). In contrast, the authors argue that companies following an instrumental approach tend
to adopt “a conventional single time frame in decision-making ... [whose orientation] tends to be rather
short, so that there is little time to accommodate issues that require a medium-to-long time scale to
address” (Gao and Bansal 2013: 246). Accordingly, the ‘future orientation’ code was classified as being

integrative in nature, while the ‘short-term orientation’ was classified as being instrumental.
Classifying Companies as Pre-Dominantly Integrative or Instrumental

Based on the classification of these aforementioned ‘corporate sustainability approach’ codes, most
companies in the sample showed elements of both types of logics (a phenomenon previously described
by Gao and Bansal 2013, and by Kaplan 2008 inthe continued existence of divergent frames, as discussed
earlier). Out of the 19 companies that participatedin this study, 6 (32%) demonstrated a pre-dominantly
instrumental logic, 7 (37%) demonstrated a pre-dominantly integrative logic, and another 6 (32%)
demonstrated elements of both logic types in roughly equal proportions. In order to explore how these
logictypesinfluenced company perceptions of, and responses to, trade -offs, asample of il lustrative case

companies (and their associated codes) are described in the Discussion section.
3.3.5. Categories of Trade-off Experience:

Inaddition tothe categoriesof sustainability approaches, this studyalso identified a number of categories
that described the way companies perceived the trade-offs they had encountered. These ‘trade-off
experience’ categories, and their underlying codes, are shown in Table 3-4 (and Table 3-7, Appendix B).
Two main categories emerged from the analysis; these were related to the kinds of trade -offs that
companies reported experiencing (‘T/O Types’), and the qualities of the trade-offs themselves (‘T/O

Qualities’).

63



Coding Categories Trade-Off (T/O) Experience Codes Frequency
(N, %)

T/0 Qualities T/O arebinary 8 (42%)
T/O arenon-binary 5 (26%)
T/0O arestrategic allocation decisions 3(16%)
T/O areubiquitous 4 (21%)
T/0 areproduct of constraint 8 (42%)
T/O changeover time (binaryinshort-term, non-binaryinlong-term) 5 (26%)

T/O Types T/O between CS performance vs business performance 14 (74%)

T/0 between CS performance vs business performance (in investment 1 (5%)
decisions)
T/O between CS performance vs business performance (in reporting) 5 (26%)
T/O between material CS issues 12 (63%)
T/O between measurement - management 2 (11%)
T/O between scope - depth (of report) 4 (21%)
T/O between competing stakeholders 2 (11%)
T/O between performance areas over time 2 (11%)
T/O between personalization vs alignment of CS approach with peers 1 (5%)

Table 3-4. Categories and relative frequencies (percentage of companies in the sample whodescribedthe
code) of codes related to the study companies’ experiences with trade-offs (T/0).

Trade-off (T/0) Qualities

With regards to trade-off qualities, the analysis revealed that even though the sample companies reported
the same kinds of trade-offs, they nevertheless perceived these trade-offs differently. Forexample, eight
companies (or42% of all companiesin the sample)perceived trade-offs as being ‘binary’, with a clear-cut
win-lose dimension. As an example, Company 5 described a trade-off between environmental
performance versus business performance where the outcome of the decision was aclear win-lose: “the
salesimperativealways wins over environmentalinterest” (Company 10, Interview). In anotherinstance,
Company 5 describes how they “have stakeholders that want us to divest from oil and gas, and so that’s

a trade-off” (Company 5, Interview). This trade-off is resolved by choosing not to divest (a ‘win-lose’ type

outcome).

On the other hand, five other companies(or 26% of the companiesinthe sample) experienced trade-offs
as being ‘non-binary’. To these companies, trade-offs were less clear-cut than those described by the
‘binary’-type companies, withno definite ‘lose’ dimension. In these companies, trade-offs were perceived
more as a matter of prioritization. For example, Company 1describes howit views the distinction between

material and nonmaterial issues (i.e. the ‘trade-off between material CSissues’) in its interview:
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“Certain issues kind of come to the forefront like communities, environment, people, but then
also some issues are kind of less material, butl wouldn’tsay call it a trade-off because that kind
of impliesthat, we talked about opposite of win-win and balancing conflicting interests. Because
when we look at materiality, we’re saying we're reporting what is most importantto people, to
us and to our stakeholders, and what we’re not, what we’re reporting less comprehensivelyon is
less important. So, it’s not so much a trade-off as a prioritization if you will” (Company 1,

Interview).

These ‘non-binary’-type companies also tended to see trade-offs instead as strategic planning decisions
regarding the long-term allocation of resources. Some companies even reported that in the short-term,
trade-offs tended to appear as binary win-lose decisions but became less so (non-binary) over the long-

term. This is best summarized by Company 1, who stated:

“I think there’s abit of anuance there inthat maybe in the shortterm you oftendo runinto those
kinds of trade-offs,how are you goingto [carry out these operations], where are you going to put
that ... what level of priority do you put on [a particular issue], how much do you spend on
environmental [monitoring] [...] these are kind of the top level examples. | think at that top level
when you actually start looking at some of the longer, your timeline gets expanded a bit, those
trade-offs kind of become a lot, how do | put this ... some of the big the money spent on maybe
you have to manage these kind of more, you have to manage these sustainability issues in a smart
proactive andintelligent way if you’re going to actually operate [...] inthatlongrun. So, | guessin
that sense they aren’t so much trade-offs as they are mostly to more smart investments”

(Company 1, Interview).

Eight of the nineteen companiesin the sample (42%) reported that the trade-offs they experienced stem
from some form of constraint, be it budget, time, personnel, or reporting space. Finally, four companies
(21%) reported in their interviews on the ubiquity of trade-offs in sustainability, or how commonly
encountered they were. This is demonstrated by the fact that all companiesin the sample reported
experiencing atleast one type of trade-off in sustainability. Itisinterestingto note, however, that despite

this ubiquity, trade-offs were not discussed in any of the company reports or web-pages analyzed.
Trade-off (T/0O) Types

All 19 companies in the sample reported experiencing at least one type of trade-off, all of which

corresponded to the trade-off model presented in Table 2-3 (and described in Haffar and Searcy 2017).
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This model describedtrade-offs across three keytension areas, namelybetween private and shared value,
scope and depth, and measurement and management. Trade-offs identified in this study corresponded
to all three tension areas in the model presented in Table 2-3. All companies described at least one
instance of trade-offs between private and shared value, which represents the foundational level of the
model presentedin Table 2-3. These included trade-offs between different performance dimensions (all
19 companies, or 100% of the companiesin the sample), competing stakeholders (two companies, or
11%), and across time (one company, or 5%). A typical example of the kind of trade-off experienced by all

companies across different performance dimensions comes from Company 2, who stated:

“I think maybe the biggest trade-off is from a business perspective how we continually have to
challenge internally the importance of sustainability topics, and they relate to the company’s
success, and thinking of them more as integral or essential part of how we do our business rather

than additional cost for our business” (Company 2, Interview).

This example illustrates how companies who experience this trade-off see it as a somewhat simplistic

“either/or” decision between ‘the environment and business’ or ‘society and business’.

Twelve companies(or 63% of all companiesin the sample) described thissame private-shared value trade-
off from a slightly different perspective. These companies experienced this trade-off in terms of
materiality, that is, the decision about which sustainability issues were material to the company and its
stakeholders. These trade-off instances were coded under ‘T/O between material CS issues’, in order to
distinguish them from the other, more general, ‘T/O between performance dimensions’ instances,

following the distinction that the study companies themselves made.

As an example of this distinction, Company 10describes their experience with the challenge of balanding
between environmental performance and business performance (which reflects the ‘T/O across
performance areas’): “most environmental things aren’t revenue generating, they're ... cost saving and
eventhatisnot very high a cost save because ourenergy costs are low compared to other countries ... so
costsavingsisimportant, butforinvesting now to save lateris notasinteresting as if we do this marketing

campaign [where] we’ll sell more [product]” (Company 10, Interview).

In contrast, Company 11 describes the process of choosing which of its large range of sustainability issues
are most material (or ‘T/O between material CSissues’), based on where it can have the most meaningful

societal impact:
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“[we decide on which sustainability programs to pursue based on] looking at what’s secure for
our stakeholders and where we have an impact, and then you know looking at where can we
make a difference, so you know, we’re a company we can’t change the world. So, we have this
[sustainability issue] that’s our specialty and that’s where we have an influence” (Company 11,

Interview).

This quote, in comparison to the previous quote from Company 10, emphasizes the theme of choice
(between different options,and which is most material)in thistrade -off situation. The Company 10 quote,

in contrast, emphasized the tension aspect.

Other companies experienced this trade-off in the context of investment decisions specifically (5%; e.g.
the decision to divest from environmentally sensitive industries), or sustainability reporting (26%, e.g.
whetheror not to publicly disclose on sustainability performance). An example of the latter comes from

Company 12 who stated:

“In terms of reportingit’sthe same, it’s a cost for stuff they need to report, and how do we make
sure that the information that we publishisrelevant to everyoneand shows really the issues that

are the most relevant to everyone” (Company 12, Interview).

Two companies experienced this type of trade-offacross time (coded as ‘T/O between performance areas
across time’), specifically with regards to setting sustainability targets: “let’s say investingin targets, like
a longer-term sustainability target that would take a larger capital investment” (Company 2, Interview).
This highlights the trade-off betweensustainability and profitability overtime (“alongerterm”). Similarly,

Company 17 states:

“So, there’s only two levers, right, inthe business world, really. So, if the revenues aren’t coming
in thenyou look at costs. And typically, the trade-off is that, typically to advance a sustainability
agenda, a company needstoinvest.So, we’re looking for capital, and our capital is... cutback, just
like everybody’s capital if it’s low they cut back, in every organization, but that’s a balancing
conflictl guess. We’re balancing the economics of the business againstthe long term, you know,

or more sustainable investments” (Company 17, Interview).

It is interesting to note that all of these kinds of private-shared value-type tradeoffs were in fact
experiencedby companiesthat were (identifiedhere as being) both instrumental- and integrative-leaning,
in terms of their dominant logic. All companies in the sample reported dealing with the challenge of

balancing attention to, and performance across, all the various pillars of sustainability.

67



Underthe scope-depth tension areas,a smaller number of companies (four or 21%) reportedexperiendng
trade-offs in terms of the scope and depth of their sustainability agendas, and specifically in terms of
sustainability reports. All of these trade-offs were related to the tension companies face in the process of
developingtheir sustainability reports—specificallybetween the comprehensiveness of the report and its

readability—while working within the constraints of budgets, personnel, time, or reporting space.

Finally, under the measurement-management tension area, only two (11%) companies reported
experiencing a trade-off here. One of these two companies experienced a trade-off between the choice
of relative and absolute indicators for reporting on greenhouse gas (climate change) impacts, while the
second company experienced a trade-off between taking a centralized (top-down) versus decentralized

(grassroots, employee-led) approach to sustainability initiatives.

It is interesting to note however that smaller number of companies described experiencing trade-offs
betweenthe tension areas of scope and depth (fourcompanies, or 21% of all companiesin the sample),
and a smaller number still across measurement and management (three companies, 11%). This follows
the hierarchal nature of the model presented in Table 2-3 (and described in Haffar and Searcy 2017),
which posits that as companies move through the processof implementing sustainability, they encounter
variousinterconnectedstages of trade-offs, starting with those related to the central private-shared value
theme first, and then moving onto the subsequent scope-depth, and then measurement-management

levels.

Only one company identified a trade-off that lay outside the model presented in Table 2-3; this trade-off
was experienced betweenacompany’s need to establisha personalizedapproach to sustainability versus

its need to align its approach with that of its peers for the sake of benchmarking and standardization.
3.3.6. Categoriesof Decision-Making Process:

Inaddition toidentifying codes relatedto how companies perceived trade-offs in sustainability, this study
also identified codes related to how companies decide to manage trade-offs thatthey encounter. These
codes were grouped into six distinct ‘Decision-Making Process’ categories, which included: reflexivity,
decision-making, target-setting, learning, capabilities, and cognitive limitations. These categories, and
theirunderlying codes, are shown inTable 3-5, along with their frequencies (as wellas Table 3-8, Appendix

B).
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Reflexivity

The study companies differed not only in terms of the kinds of sustainability initiatives they adopted but
also in terms of whether they solicited feedback on their work (and decisions), to facilitate continuous
improvement. Three of the nineteen companies sought feedback from a range of stakeholders (16%),
while another company limited their feedback internally to employees only (1 company only; 5%). One
othercompany, onthe other hand, described not soliciting feedback at all (orthe need to do so). Previous
research has described how seeking stakeholder feedback (and particularly from a range of stakeholders)
helps foster a “climate of reflexivity”, which is described in Hahn et al. (2016: 226) as being a culture of

20

“‘concern with reviewing and reflecting upon objectives, strategies, and work processes’” (Patterson et
al. 2005: 386)—a quality of paradoxical (and integrative) approachesto sustainability (Hahn etal. 2016).
This aligns with the findings of this study. Of the four study companies that contained the ‘solicit feedback
from employees/stakeholders’ codes, two companies were classified as being integrative, while the
remaining two contained a roughly equal number of integrative and instrumental codes (classified here

as being ). None were classified as being instrumental.
Decision-Making

The companies in the study sample approached trade-off decision-making from a number of different
angles. Two companies (11%) attempted to resolve trade-offs by counterbalancing the ‘lose’ dimension
with a sustainability ‘win’ elsewhere. Company 5 for example, chose to invest in renewable energy to
counterits decision notto divestfrom the fossil fuel industry. This company also perceived trade -offs as
being binary, in that it saw the trade-off between competing performance areas (in this case,
environmental/social investment criteria versus business criteria) as a clear-cut win-lose, in which the
business criteria ‘won’ and ‘sustainability lost’. This loss was then countered by another (binary -type)

environmental ‘win’ elsewhere, in this case the purchase of renewable energy.

Two other companies resolved trade-offs through innovation (11%), be it technological (improved
processes to achieve eco-efficiency) or ‘soft’ innovation (e.g. improved decision-making routines). This
speaks to the role of innovation as the source of sustainability synergies, and overcoming trade -offs as

argued by Porter and van der Linde (1995).
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Coding Categories Decision-Making Process Codes Frequency
(N, %)
Reflexivity Solicitfeedback from employees 1 (5%)
Solicitfeedback from stakeholders 3 (16%)
Solicitfeedback - lack of 1 (5%)
Decision -making | Continuous improvement 4 (21%)
Follow pre-determined decision criteria 4 (21%)
Resolve T/O by counterbalancingelsewhere 2 (11%)
Shared decision-making 3 (16%)
T/0 decision tied to stakeholder power 1 (5%)
Set minimum baseline of CS commitments 3(16%)
Risk-based assessmentof T/O 3(16%)
T/O resolution needs integrated CS strategy 8 (42%)
T/0O resolution needs integrated CS strategy - caseof no strategy 1 (5%)
T/0 resolved through innovation 2 (11%)
Target-setting Break down long-term goals into short-term as well 2 (11%)
Learning Measurement drives change 3(16%)
Track wider trends in sustainability 1 (5%)
Earlyinsustainabilityjourney 3 (16%)
Knowledge sharing 4 (21%)
CS Capabilities CS system and processes in place—lack of 1 (5%)
Cognitive Previous CS experience impacts currentdecisions 2 (11%)
Limitations on CS  ["\jissed opportunity for sustainability win-win 3 (16%)

Table 3-5. Categories and frequencies (N, and percentage of companiesin the sample who described the
code) of codes related to the study companies’ approaches to trade -off (T/O) decision-making.

Three other companies (16%) approached some trade-offs by setting a minimum level of sustainability
commitments that they carry out regardless of their financial performance. This allows companies to
maintain a minimum baseline of sustainability commitments and effectively establish a ‘trade-off free
zone’ with regards to decision-making. In the interviews, it appears that these minimum ‘trade-off free’
commitments are tied to company core values. For example, during the 2008/2009 financial recession,
Company 15 faced the challenge of maintaining its various sustainability goals and targets while “trying

to maintain survivability” (Company 15, Interview). To do this, Company 15 describes:

“We wanted to make sure that we continued to serve our customers, we wanted to make sure
that the enterprise was still viable, we wanted to make sure that we could still focus on things
that are critical values for the company like protecting our people, so the safety goals were

immutable during that time, so the rest of the long term goals survived and were accomplished
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duringthat time, it was just the energy efficiency goal that we said no we can’t make these large
capital investments that we would need to make to improve our processes and meet ourenergy

efficiency targets (Company 15, Interview).

As an additional side point, this example also demonstrates how conditions of constraintand change (in
this case, inthe company’s environment) tend to make latent tensionsmore salient, as described by Hahn

et al. (2014).

Other companies approached trade-off decision-making following a more structured decision-making
framework using pre-setdecisioncriteria (21%), oraformalized risk-based assessment of trade-offs (16%).

As an example of the latter, Company 4 describes its risk-based trade-off decision-making process:

“When we look at trade-offs orwhenyoulook at these differentissues we’re always looking at it
through a risk lens. You know, what is the risk, what are we trying to manage, what are the
different variables or factors that go into that particularissue, and the solution may not always
be win-win necessarily, the solution always has an element of what is necessary to mitigate the
risk that we’re trying to manage and as you dissect those particular issues, which particular risk

are we most focused on” (Company 4, Interviews).

In the interviews, some companies stressed the importance of following a collaborative decision-making
process (three companies, or 16%), as well as the need for continual decision improvement (four
companies, or 21%). With regards to the collaborative process, as an illustrative example, Company 13

describes how it tackles trade-off decisions:

“What ends up happeningis you would get the environment group, the business group, and
discussingall the options, and it would usually be the operations VP making that [final] decision
... S0, | guess it’s a bit of a discussing what [is] the best all-around solution” (Company 13,
Interview). Similarly, Company 8 states itstrade-off discussion oftentake the form of “round-table

discussions” (Company 8, Interview).

From these examples and the otherinterviews, itis apparent that the notion of ‘shared decision-making’
refers to two distinct yet interrelated issues. These are the democratic decision-making process itself
(“round-table discussion” described by Company 8), and the outcome of this process (what Company 13
describes as the “best all-round solution”), which is a “shared vision” of the company’s objectives with
regards to sustainability (Torugsaetal. 2013: 386). Research has shown thatsuch a “shared vision” of the

company’s objectivesamongthe company’s employees and top managementisinfact connected tothe
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company taking an integrative approach to sustainability. In theirstudy of “proactive” (or what this study
refers to alternatively as ‘embedded’) CSR, Torugsa et al. (2013) describe how, from a resource -based
perspective, “firms that develop a shared vision capability are able to accumulate and harness the
resources and skills necessary for developing proactive CSR more quickly” (p. 387). This ‘shared vision’
(here considered an aspect of the ‘shared decision-making’ code)-integrative logic link is evident in this
study aswell. All three companies that approached trade-offs from a ‘shared decision-making’ perspective

(i.e. contained this code) followed a pre-dominantly integrative logic.

Regardless of the actual decision-making process followed when managing trade-offs, many companies
stressed the need for an overarching, defined sustainability strategy when faced with trade-offs (eight
companies, or 42% of companies in the sample). Among this group of companies, some described how
their integrated strategy helped guide them through trade-off decision-making. For example, Company
9—whoin the Results Section 4.1 earlier was described as having an integrative sustainability strategy—

describes how it approaches trade-off decisions guided by its sustainability strategy:

“No [trade-off] decisions are made in a vacuum ... definitely built into the strategy overall and
those business goals, so our board has developed five-year business goals, and so we have to see
which ones those decisions or trade-offs align with, those goals that have been made going

forward, and it’s definitely a group effort in that regard” (Company 9, Interview).

A manager at one other company, on other hand, described how an absence of strategy left them
directionless, without a clear vision of the company’s priorities and objectives with regards to
sustainability (‘T/O strategy needs integrated CS strategy —case of no strategy’; one company, or 5% of
companies in sample). This company noted how challenging trade -off decision-making was under these

circumstances, by stating:

“So, the trade-off has been we have a lot of different groups that are really energetic and really
have a lot of differentvisions on sustainability, butit’s very, notad hoc, butvery uncoordinated,
if that makes sense. So without a clear vision from the board level that aligns CSR with the
company objectives or with the theme of the company, it's been very tough to pulltogether all of

the very good elementsintoone kind of report or one type of strategy” (Company 18, Interview).
Target-Setting

The analysis also revealed that two companies (11%) resolved trade-offs (particularly overtime) through

target-setting, and specifically through breaking down long-term targets into smaller, incremental ones.
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For example, Company 17 states: “we would work at [our longer-term targets] internally in increments.
So we wouldn’t scare our people away by talking to them right away about 2050, science based targets
are setto 2020 right now, as a first step” (Company 17, Interview). Additionally, Company 8 describesthe

additional morale benefit of setting incremental shorter-term targets:

“It’s always good to have some quick wins, right, like not all of the goals we can build can be [set
to]... 2025 or 2030 ... you need goals that are short term as well, so people, everybody wants to
be part of the team that is achieving. And especially, executives move around quite a bit,
championing, giving them short medium and long-term goals is good because it gives them

something to celebrate in the short term” (Company 8, Interview).

Asillustratedinthe Company 17 quote, two companies in the sample described setting a specific category
of environmental targets known as science-based targets. An additional third company also described its
awareness (but not necessarily practice) of this target-setting methodology. Science-based targets are a
form of organizational-level targets that are based on wider, systems-level performancetargets based on

sustainability science (most often climate science, for example: CDP 2015).
Learning

The analysis also revealed a number of common themes with regards to organizational learning. Some
companies (three, or 16%) claimed to be in “early in [their] sustainability journey” (as described by
Company9, Interview), and stilllearning how best to manage trade -offs. Other companies(three, or 16%)
reported that the availability of performance measurement helps formulate informed decisions,
potentially easing the challenge of trade-off decision-making and driving improved decision-making and
learning. For example, Company 8 describes the importance of setting a quantifiable and me asureable

target:

“So, | negotiated with our human resources executive, instead of sayingincrease, let’s say we
want to get [X]% next year and make it specific. And so it’s a lot of explanations to what the
benefitswere, and why it was importantto put a specificnumberaroundit. A commitmenttoa
number, eventhoughit’s exactly the same thingas sayingwe’re goingto increase it, right. So, a

lot of itis semantics, but [itis still important nevertheless]” (Company 8, Interview).

This theme of ‘measurement drives change’ echoes the common business maxim, ‘what cannot be
measured cannotbe managed’. In addition to these trends and codes, one company (5%) also described

how it track widertrendsin sustainability, in anticipation of any potential future learning opportunities.
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Capabilities

One company (5% of the sample) described the need to have systems and processesin place in order to
practice sustainability (coded as ‘CS systems and processes in place —lack of’). These capabilities included
for example, performance measurement systems that support sustainability reporting. The presence or
absence of these capabilities influenced company trade-off decisions around whether to adopt
sustainability initiatives (which corresponds to trade-offs between the creation of private versus shared

value).
Cognitive Limitations

The final category of codes that emerged underthe ‘decision-making process’ theme contained captured
interesting examples of how an instrumental business-case-motivated approach to sustainability actually
led companies to miss out on valuable synergistic sustainability opportunities. This code category was
labeled as ‘cognitive limitations’, given how they demonstrated the cognitive limitations of practicing
sustainability from an instrumental perspective. These two codes were ‘Previous CS experience impacts

current decisions’ and ‘Missed opportunity for sustainability win-win’.

As an example, one manager’s account of trade-offs demonstrates how their (utility) company’s business-
case-driven approach to sustainability meant that the company viewed business performance at odds,
ratherthanaligned, with environmental performance (in the context of clear-cutting tree-covered service
areas) and as a result, missed out on a potential sustainability synergy. Here, the manager described how
their company is obligated to clear cut its services areas in order to ensure service reliability (a typically
business imperative). This clear-cutting activity nevertheless has the potential to deliver a valuable
sustainability ‘win’ in terms of synergisticbiodiversity initiatives that could conceivably be run alongside

the clear-cutting—an opportunity that the company fails to capitalize on. The manager states:

“From a reliability perspective ... we need to go in and ... cut back brush that could potentially
impact the lines, butindoingthat, if youwant to tie itto [the company’s brand slogan], you can
say, you’re taking a naturalized corridor that may have just been basically [...] mechanically
clearedforyears and years, you have the potential foran invasive species tocome in, things like
that which have negative impact on the environment, and you can say, we have biodiversity
initiatives that actually, if we come in and do trimming we can re-plant different seed mixes for

increasing the biodiversity of that structure of corridor, encourage pollinator species [...] and
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other types of animals and wildlife to come back, to help actually make that corridor more user

friendly for pedestrians” (Company 18, Interview).

What this example demonstrates is that by taking an instrumental and non-systems-based approach to
sustainability (based on business-case motivations; this company’s codes reflected this in that they were

predominantly instrumental in nature), this company missed out on valuable sustainability wins.

This example also demonstrates the clash between Company 18’s collectivelogicand the manager’s own
individual-level logic. By identifying such a synergistic sustainability win-win opportunity, Company 18's
manageris demonstrating elements of an integrative logic. This logicis at odds with the company’s largely
instrumental organizational-level logic and represents a divergent frame. This echoes the continued
existence of individual-level divergent frames after the emergence of s single pre-dominant collective
logic, as described earlier. According to the quote, the manager attempted to shape the collective logic

(to make it more integrative) through “frame realignment” (Kaplan 2008: 740) but failed to do so.

With regards to other ‘cognitive limitation’s codes, another company in the sample described how
previous sustainability trade-off experience has a carry-on effect on current trade-off decisions. This was
the case for the retail company interviewed. In this case, the sustainability manager described how the
company’s past attempt at releasingagreen product line was not duly recognized by its consumers (“we
didn’tresonate with our customers, they were giving us no credit for it”, Company 16, Interview ). Here,
the anticipated business case —built upon consumer sales of the green product—for this sustainability
initiative failed to materialize. This had dire implications for any similar future sustainability initiatives.

According to the manager:

“Even though [consumers] didn’t give us credit for [the initiative] we didn’t stop doing it, but |
mean that was a huge negative that we didn’t get the effect that we werelookingfor... Huge. Big,
because whenwe’retrying to push anotherinitiative through, they’re going to look at the seafood
example and they’re goingto say, well, you know, thatdidn’treally resonate with the customer,
do you want to do this all over again? And spend this amount of money again?” (Company 16,

Interview).

By following an instrumental-leading logic driven by business case motivations (that is, the pursuit of
sustainability initiatives only if they enhance the company’s financial position now), both of these two
case companies, be the retail company or the utility, severely limited the scope of sustainability initiatives

that they could possiblyundertake, and thus missed out on potential future sustainability synergies. Both
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of these instances speak to the “blinder” function of dominant logic, which is to say that dominant logics

oftentimes provide a “limited view of value creation” (Prahalad 2004: 171).
3.4 Discussion and lllustrative Cases:

The objective of thisstudyis to understand how organizational -levellogics (specifically, instrumental and
integrative) shape company experiences of trade-offs and their decision-making. With regards to RQ 2-1,
which focused on company perceptions of trade-offs, this study found that companies perceived trade-
offs as being either binary or non-binary in nature. This view was shown to be connected to the
companies’ underlying logics, with more instrumental-leaning companies taking a binary view, and the
more integrative companies taking a less polar, non-binary view. Many companies in the sample,
irrespective of theirunderlying logic, saw trade-offs as being inherent to the practice of sustainability, and

directly related to the challenge of constraint.

With regards to RQ 2-2, in terms of trade-off decision-making approaches, this study found that
companies manage trade-offs decisions using a variety of different methods, from the more structured
(risk-based, or based on pre-set criteria) and iterative (continuous improvement) formats to the less so
(e.g.lack of feedback solicitation).Finally,and in regard to RQ 2-3, this study found that the ways in which
companies perceive and respond to trade-offs doesinfactappearto depend onthe type of logicthat the
company ascribes to. The results demonstrate that more instrumental -type companies saw trade-offs
(particularlyinthe short-term) as clear cut, binary, ‘win-lose’ choices that ought to be ‘counterbalanced’
with sustainability ‘wins’ elsewhere, while companies taking a more integrative approach saw tradeoffs
as being a matter of continual and strategic prioritization. These companies tendedto have decision-
making structures and routinesin place to handle these decisions. These findings are demonstrated and

described in more detail in the subsequent cases.

To explore the linkages between sustainability logics and organizational-level trade-off experiences, a
number of illustrative case examples (including the companies’ individual corporate sustainability
approach codes, trade-off experience codes, and decision-making process codes) are provided in Tables
3-9 and 3-10. Table 3-9 describes three companies that demonstrated a pre-dominantly instrumental
approach to sustainability, while Table 3-10 details the three companies that demonstrated a pre-

dominantly integrative approach.

The three case companies with a pre-dominantly instrumental logic (shown in Table 3-9) belongto 3

different industries, namely: retail (Company 16), information-telecom (Company 10), and utilities

76



(Company 18). On the other hand, the three integrative-leaning companies (Table 3-10) belonged the
environmentally-sensitive extraction (Company 4) and manufacturing (Company 15) industries, as well as
the financial industry (Company 3). This comes as no surprise, given that companies in environmentally
sensitive industries have a higher exposure to sustainability-related risks (Neu et al. 1998), and are thus
more motivated to take action on controlling forthese risks (e.g. in the case of sustainability disclosures,
see: Cho and Patten 2007; Reverte 2009; Cho et al. 2012), and to formulate sustainability strategies asa

result.

In terms of the types of trade-offs that both types of companies make (instrumental- or integrative-
leaning), this study finds that the diversity and extent of sustainability trade-offs experienced by
companies in the sample appears independent of the company’s underlying logic. This finding
demonstrates that trade-offs are thusubiquitous (inherent) to the practice of sustainability. The twotypes
of companies (instrumental versus integrative) do nevertheless differin terms of howthese trade -offs are

experienced, and how they are resolved.

These findings suggest that companies of differentlogics all experience the same kinds of trade-offs. What
these companies differin, however, is how they viewed and respondedto these decisions (as described in
more detail in the subsequent Discussion). This notion of ‘sustainability as compromise’ is at odds with
the much-publicized ‘win-win’ view of sustainability described by Porter and van der Linde (1995) and

other seminal works in this field.

The codes described in Tables 3-9 and 3-10 demonstrate that more instrumental-leaning companies saw
trade-offs as being binary (e.g. Companies 10 and 16, Table 3-9). This trend was also evidentin the
remainder of the study companies (i.e. those companies not described in Tables 3-9 and 3-10) as well.
These companies described trade-offs as clear-cut win-lose options, where a compromise is inevitable.
Instead of attempting to achieve both competing objectives (i.e.move closer towards a simultaneous win-
win), these companies tended to look for counterbalancing ‘wins’ elsewhere (as shown in the case of
Company 10, Table 3-9). This counterbalancing tactic corresponds to the paradox resolution strategy of
‘splitting’ (Lewis 2000). By counterbalancing trade-offs, companies split out their ‘wins’ and ‘losses’ across
different sustainability areas as a means of resolving the tension, instead of trying to “transcend” the
tension. Lewis (2000) describes the ultimate futility, and reinforcing nature, of splitting-based tension
strategies; these strategies “initially reduce discomfort and anxiety [associated with the tension or

paradox], yet eventually intensify tensions” (p. 762).
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Company Corporate Sustainability (CS) Approach Trade-off (T/O) Experience Decision Making Process
Company 16 | CS action- green products T/O between CS performance vs business | T/O resolution needs integrated CS

performance (in reporting) strategy - caseof no strategy

CS action - community T/O areproduct of constraint Previous CS experience impacts current

decisions
CS as add-on instrumental | T/O arebinary Set minimum baseline of CS
commitments

Customer demand motivates CS T/O between CS performance vs business
performance

Business casemotivation instrumental | T/O between CS performance vs business
performance (in investment decisions)

Business prioritized instrumental | T/O areubiquitous

CS action - impactreduction

CS action - supply chain

Ethical values

Systems-view of community integrative

Company 10 | TripleBottom Line (TBL) notion Integrative T/O between CS performance vs business | Resolve T/O by counterbalancing

of CS performance elsewhere

CS action - impactreduction T/O arebinary

Competitiveness - benchmark T/O between material CSissues

againstpeers

Short-term orientation instrumental | T/O areproduct of constraint

CS action - employee

engagement

Business prioritized instrumental

Ethical values

CS action - disclosure-symbolic | instrumental

Business casemotivation instrumental

Competitiveness - leader in

industry

Compliance

CS action - employee instrumental

engagement - symbolic
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Company

Corporate Sustainability (CS) Approach

Trade-off (T/0O) Experience

Decision Making Process

Company 18

CS action - impactreduction

Ethical values
CS as add-on
CS action - align with standards

CS action - disclosure

Top management - not
supportive

Business prioritized

Competitiveness - benchmark
againstpeers
Employee expectation drives CS

Compliance

instrumental

instrumental

instrumental

T/O between material CSissues

T/O between personalizationvs
T/0 areproduct of constraint

T/O between measurement -
management

alignment of CS approach with peers

Earlyinsustainabilityjourney
Missed opportunity for sustainability
win-win

T/0O resolution needs integrated CS
strategy - caseof no strategy

Table 3-9. lllustrative case examples of three companies (from retail, information-telecom, and utilities industries) that displayed a pre-

dominantlyinstrumental logic. All ‘Corporate Sustainability (CS) Approach’ rows left blank and shaded represent logicneutral codes.

Company Corporate Sustainability (CS) Approach Trade-off (T/O) Experience Decision Making Process
Company 3 | TripleBottom Line (TBL) notion integrative T/O between scope - depth (of report) Continuous improvement
CS action-align with standards T/O between material CSissues Follow pre-determined decisioncriteria
Future orientation T/O areubiquitous Set minimum baseline of CS commitments
Driven by stakeholder
expectations
Ethical values
Business case motivation instrumental
Creating shared value integrative
Integrated CS strategy integrative
CS based on systems science integrative
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Company Corporate Sustainability (CS) Approach Trade-off (T/O) Experience Decision Making Process
Company 4 | Integrated CS strategy integrative T/O between CS performance vs business | Risk-based assessmentof T/O
performance
CS action - align with standards T/O between CS performance vs business | T/O resolution needs integrated CS strategy
performance (in reporting)
Ethical values T/O between scope - depth (of report) Resolved through innovation
Systems-wide benefit (beyond integrative T/O arenon-binary Knowledge sharing
sharedvalue)
Creating shared value integrative T/O areubiquitous Solicitfeedback
T/0 areproduct of constraint Continuous improvement
Track wider trends in sustainability
Company | CSbased on systems science integrative T/O between CS performance vs business | Measurement drives change
15 performance
Ethical values T/O between scope - depth (of report) Resolved through innovation
Systems-wide benefit (beyond integrative T/O areproduct of constraint Set minimum baseline of CS commitments
sharedvalue)
Future orientation integrative T/O between measurement - Continuous improvement
management
Creating shared value integrative T/O between CS performance vs business
performance (in reporting)

Table 3-10. Illustrative case examples of three companies (fromfinance, extraction, and manufacturing industries) that displayed a pre -dominantly

integrative logic. All ‘Corporate Sustainability (CS) Approach’ rows left blank and shaded represent logic neutral codes.
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This study demonstrated that the reverse is also true: the results indicate that the more integrative-
leaning companies (i.e. companies that presented a higherrelative frequency of integrative codes) were
more likely to perceive trade-offs as being non-binary (as in the case of Company 4, Table 3-10). These
companies described trade-offs usingthe terms “balancing” and “prioritizing” (as one participant noted:
“there are balancesthat have to get struck”) and did not see a clear-cut win orlose in the decision-making

process. One company summed up this non-binary view as:

“I wouldn’t say it’s a black and white trade-off where you would say yes we have to do this and
no we’re not doing that and sort of a simple yes or no pass, it is more of how do we look at the
spectrum of risks we’re trying to manage and navigate through it in a way that mitigates those

risks to be possible?” (Company 4, Interview).

The fact that these companies see trade-offs as being non-binary also means that they approach trade-
off decision-making from an integrative, systems-based perspective. This includes following formalized
decisionroutines (‘following pre-determined decision criteria’, and ‘risk-based assessment of trade-offs’),
as well as methods for continuous decision improvement. This perspective on trade -off decision-making

is summed up best by one participant who stated that:

“You sort of find you have to find a sweet spotin that spectrum of risks so that you’re managing
itin a way that managesall the inputs. So back to your original question, it’snota binaryyesor
no interms of trade-off, it has to be a conversationand it has to look at all the moving parts and

doesn’t deal with it in a sort of simplistic aggregate way” (Company 4, Interview).

This aligns with the definition of integrative logic proposed by Gao and Bansal (2013), as well as the
“transcendence”-style paradox strategy described in the paradox literature (Lewis 2000). Through this
strategy, companies “immerse themselves within the tensions” (Lewis 2000: 764) inherent to
sustainability,and “shifts the notion of “managing” [tensions] from modern definitions based on planning

and control to coping” (Lewis 2000: 764).

Instrumental-leaning companies on the other hand, reported having little to no formalized trade-off
decision frameworks (or even sustainability strategies to underpin these decisions), as shownin Table 3-
9. These companiestended to approach trade-off decision-making reactively, inan ad-hoc manner. One
company stated that its trade-off decisions with regards to material sustainability priorities were based

onwhich “lobby was more powerfulatthe moment” (Company 6, Interview). These companies tended to
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have shorter time horizons—an aspect of their sustainability approach that further amplified the trade-

offs they experienced (i.e. saw more frequent trade-offs).

Just as these findings demonstrate the importance of logics in helping companies navigate trade -offs,
these findings also point to the cognitively-limiting role that logics (and other cognitive knowledge
structures) can play. The accounts of two instrumental-leaning companies (Companies 16 and 18, Table
3-9) demonstrate how an instrumental approach to sustainability lead to instances of organizational
myopia, whereby the company missed out on valuable opportunities for synergistic sustainability wins,

because of their exclusive focus on business-case thinking.
3.5. Conclusion:

The purpose of this study was to understand how logics shape trade-off decision-making on an
organizational level. It made a number of important empirical contributions to the literature on both

organizational cognition and sustainability trade-offs.

In answering RQ 2-1, on how companies experience trade-offs in sustainability, this study found that, in
fact, all companiesinthe sample experience trade-offs regardless of theirindustry type, or dominantlogic.
As such, trade-offs can be said to be inherent to the practice of sustainability, particularly overthe short-

term.

With regards to RQ 2-3, on the role of organizational logics in trade-off decision-making, this study also
demonstrated that the way companiesperceive trade-offs (as either binary ornon-binary) does differ and
is shown to be influenced by the company’s underlying logic. This study demonstrated that companies
with a more instrumental approach to sustainability tend to experience trade-offs as clear-cut win-lose
decisions. These companies tended to view sustainability as being peripheral (as opposed to embedded
orintegratedin)toacompany’s core mission and values. On the other hand, this study also demonstrated
that companies that viewed sustainability as “embedded”, or followed an integrative -type logic, tended

to experience trade-offs as being strategic allocation decisions with no clear-cut win-lose dimensions.

With regards to RQ 2-2, on how companies attempted to manage trade-off decisions, this study found
that companiesthattook a pre-dominantly instrumental approach to sustainability (and were thus more
likely to seetrade-offs as being binary) appearedto lack the decision-making routines(e.g. structured risk-
based decision-frameworks) and capabilities (e.g. sustainability reporting systems) to help them in
resolving any trade-offsthat they encounter. As aresult, these companies foundtrade -off decisions to be

particularly challenging. On the other hand, companies taking a more integrative approach applied
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systems-thinking and risk-basedanalysis to their trade-off decision-making. Their decision processeswere

also collaborative and iterative innature, focusing on continuousimprovement and stakeholder feedback.

From a managerial perspective, these findings suggest that effective trade -off decisionsstart with a strong
clear foundation—an integrated sustainability strategy that lays out the company’s goals and objectives
with regards to sustainability. This also necessitates taking an iterative and systems-based decision-
making approach. Here, social, environmental, and economicissuesin boththe longand short-termare

assessed simultaneously, in an iterative decision-loop.

Future work is needed in this area to further explore the individual-level, cognitive micro-processes that
guide how managersinterprettrade-off decisions, how they formulate responses on this basis, and how
this individual-level interpretation is translated onto the organizational-level (i.e. the emergence of a
collective dominant logic). This would include uncovering the managerial sensemaking and sensegiving
processes that emerge as companies face to trade-off decisions (from a cognitive perspective. Another
interesting for further work would build on the notion that trade-offs are inherent to the practice of
sustainability but have here appeared completely absent in the companies’ public self-disclosures (i.e.
annual reports and web-pages). More work is needed in this areato understand why companies have not
reported on their trade-off experiences, which no doubt has shaped the direction of their sustainability

practice.
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CHAPTER 4:

Legitimizing ‘Bad News’: How Companies Disclose Their Trade-Off Experiences in Their Sustainability

Reports
4.1. Introduction:

Companies are increasingly expected to embrace sustainability as a basic competency by setting and
delivering on sustainability targets. They are recognizing the needforassessing non-financialimpacts and
managing their performance in this area. One of the formalized methods of disclosing non-finandal
performance is the use of corporate sustainability reports (Peloza et al. 2012). These are publidy-
available, company-generated reports that “contain qualitative and quantitative information” on the
firm’s impacts and mitigation activity within a specified reporting period (Daub 2007). These reports
typically include disclosures on the company’s sustainability performance, over the specified reporting
period, as well as information on its overarching sustainability values, vision, and overall management
approach. A key component of this management approach involves the decision-making processes that
companies face in formulating and implementing their sustainability agendas. In the realm of
sustainability, these decisions more often than notinclude trade-offs. These decisions are defined as those
where “a sacrifice is made in one area to obtain benefitsinanother[such that] it is usually impossible to

optimize them, all at once” (Byggeth and Hochschorner 2006: 1420).

Phasesland Il of this dissertation have demonstrated that the practice of corporate sustainability involves
inevitable trade-offs across competing social, environmental, and economic objectives, across a wide
range of divergent stakeholders, and across differing time horizons (Hahn et al. 2010). These trade -offs,
as a result, ultimately shape a company’s overall approach to sustainability. They therefore constitute a
significant and material aspect of a company’s sustainability practice to disclose on in sustainability
reports. However,there isadearth of research that explores the extent to which companies are disclosing
(or deliberately not disclosing) on the trade-offs that they make of their sustainability practice. In a study
of web-based sustainability reporting by European companies, Herzig and Godemann (2010) concluded
that: “trade-offs between sustainability dimensions has so far been a largely neglected area of research
in the field of [corporate sustainability], in general, and communication, in particular” (p. 1078). In
particular, this study provided preliminary empirical evidence that companies were in fact deliberately

choosing not to disclose on trade-offs in their sustainability reports.
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In order to fill this gap, this phase of the research (Phase Ill) explores the ways in which companies
communicate (or do not communicate) their trade-off experiencesin their reports. To do so, this phase
of the study uses an inductive approach, and involves a content analysis of a sample of North American
sustainability reports and interviews with sustainability managers, both from a group of business leader
firms. Accordingly, this study seeks to understand how these experiences are framedinthe reports —and
what this says about the way companiesare usingreports in sustainability. As such, the objective of this
phase of the study istoinvestigate trade-offdisclosuresincompany reports,andis guided by the following

two research questions (as outlined in Chapter 1):

RQ 3-1. Do companies communicate theirtrade-off experiencesin theirsustainability reports?

RQ 3-2. What motivates companies to do so (or not)?

In answering these questions, this study makes a number of contributions to the literature on
sustainability trade-offs, and sustainability reporting. This phase finds that the overwhelming majority of
companiesinthe sample had encounteredtrade-offsin the practice of sustainability —despite not having
disclosed onthese experiences (and decision-making processes) explicitly in theirreports. This findingis
expected and aligns with the findings of Herzig and Godemann (2010). Evidence of these accounts are
nevertheless apparent in the implicit (or latent) content of the reports, in the form of discussions of
compromise outcomes and of trade-off antecedents (‘plurality, change, and scarcity’). Furthermore, this
phase of the study finds that these (latent) descriptions of trade-offs are also surrounded by ‘legitimizing
talk’ —affirmations of the companies’ commitment to (and demonstration of) sustainability principles.
When viewed through the lens of legitimacy and signaling theories, this ‘talk’ may be understood as a
company’s effort to maintain its social license in the eyes of its report readers. These findings highlight
the negative light in which many companies perceive trade-offs (as ‘bad news’), and the potential

legitimacy threat that their disclosure in reports poses.

Itisimportantto note thatalthough we may not necessarily expect most reporting companie sto disclose
trade-offs—given the preliminaryevidence provided by Herzog and Godemann (2010) —thiswork is more
concerned with understanding the extent of, and reasons behind, the absence of such trade-off
disclosures. In doing so, this work seeks to ask: what would trade-off disclosures ideally look like, and,
based on this, what motivates companies to not include them in their reports? This means that the
objective of this study is not to confirm legitimacy theory perse (forthis, please see the rich literature on
confirminglegitimacy: e.g. Patten 1991; Cho and Patten 2007; Chauvey et al. 2015), but to use legitimacy

theory principles toidentify whatitis about trade-off disclosuresthat companies may findso threatening.
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4.2, Theoretical Background:
4.2.1. Sustainability Reporting from a Legitimacy Perspective:

One of the most formative ways in which companies have worked towards improving their non -finandal
performance is through sustainability reporting. A sustainability report is a form of publicly-available
corporate disclosure with information on a company’s sustainability activity and performance (Roca and
Searcy 2012). Reports are developed with the intent of communicating the company’s sustainability
strategy, initiatives, and performance toits stakeholders (Lozano and Huisingh 2011) —the report’s target
audience. Companiesthat reportontheirnon-financial impacts doso atan expense, and underthe belief
that sustainabilityreportingis avalue-add process that has the potentialto offer ‘win-win’ gains (Cormier

and Magnan 2015).

It is not surprising, then, to note that sustainability reporting is a growing trend among companies in
Canada and across the world (Searcy and Buslovich 2014; KPMG 2017). This trend is due in part to the
heightened stakeholder “appetite for sustainable firms” (Stubbs et al. 2013: 458). However, despite the
growing numbers of reporting firms year over year, studies have shown that many of the reports being
produced are inconsistentin theirscope, format, and content — even across competitors within the same
industry (e.g.Jenkins and Yakovleva 2006). The reason behind this heterogeneityis that (unlike finandial
reporting) sustainability reporting in most jurisdictions remains a voluntary activity that has not yet
reached a necessary level of “standardization and enforcement” (Christofi et al. 2012: 158; CGAAC 2011).
Even though a growing number of voluntary reporting frameworks are available, there is yet no global,
standardized, mandatory frameworkin place thatinforms the reporting process (CGAAC 2005; Crowther

2012).

As a result, sustainability reportsvary widelyin their titles and formats. These range from: 1) ‘stand -alone’
sustainability reports focused exclusively on non-financial performance (such as corporate social
responsibility reports, corporate citizenship reports, and Public Accountability Statements [a form of
mandatory reporting for certain companiesin Canada]; e.g. Paul 2008), 2) single -topic “one-dimensional”
reports (Hahn and Kuhnen 2013: 7) that have an exclusive environmental or social focus (e.g. Cho et al.
2015), 3) online sustainability-related disclosures (such as isolated pages on the company website with

information on the company’s sustainability vision and/or performance data), 4) sections within (or

‘addendums’ to) the annual financial report (e.g. Amran et al. 2015), and, finally 5) integrated annual
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reports which offer a combined perspective on both the company’s financial and non-finandal

performance (e.g. Barth et al. 2017).

Sustainability reports alsovary widelyin their content:in the absence of a mandatory standard (in most
jurisdictions worldwide), the contentof a sustainability reportisdetermined primarily by what a company
voluntarily choosesto measure and how it chooses to measure it. As aresult, the choices of measurement
tools and performance indicators have been shown to vary widely as well (e.g. Cho and Patten 2007; Roca

and Searcy 2012).

Ideally, engagingin the sustainability reporting process creates a “concrete opportunity forthe company
to identify strengths and weaknesses across the whole corporate responsibility spectrum” (Perrini 2006:
74) and is a first step towards taking action on improving them (GRI 2016). As a form of non-finandial
accounting, sustainability reporting, ideally, “may offer a means for executives to convey relevant and
reliable information about a firm’s underlying environmental activities and performance to the firm’s
stakeholders, especially financialones such as analysts orinvestors” (Cormierand Magnan 2015: 431). In
addition to this accounting and transparency role, sustainability reports also offeraway for the company
to engage with its stakeholders who may then“[hold] the organization to account” based on the

information disclosed (Gray, 2007: 176)” (p. 245).

This perspective on sustainability reporting is grounded in a broad range of overlapping theoretical
perspectives, which include, firstand foremost, legitimacy ‘theory’?, as well as signaling, and stakeholder
theories. These theories collectively posit that all companies, as part of their operations, enterinto a
“social contract” (Patten 1991: 298) with their stakeholders; this contract is based on a mutual
acknowledgement of the interrelationships betweenthe firm and its stakeholders (Sulkowskiet al. 2017).
This contract forms the basis of the company’s legitimacy in the eyesof its stakeholders, endowing it with
a ‘social license to operate’ thatthe company depends on for its success. In this context, legitimacy may
be seenasan organizational resource, and is defined as “a generalized perceptionorassumption that the
actions of an entity are desirable, proper, or appropriate within some socially constructed system of

norms, values, beliefs, and definitions” (Suchman 1995: 574; Deegan 2014). As such, “in orderto maintain

10 |tis importantto note that although the concept of legitimacy is fundamental to the study of company
disclosures, a number of studies havetaken issuewith labelling this perspectiveas a stand-alone ‘theory’

(e.g. Killiamand O’Regan 2016). For example, Bebbington et al.(2008) argue that legitimacy (as) theory “suffers
from problems thatincludeapparentconceptual overlap with political economy accounting theory and
institutional theory” (Bebbington et al.2008:372; quoting Parker, 2005, p. 846). On this basis, this study
alternatively refers to legitimacy using the traditional term, ‘theory’, as well as the broader term, "perspective’.
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legitimacy companies need to demonstrate congruence between their social and environmental activities
and performance with the expectations of society” (Barkemeyer et al. 2014: 245). Signaling theory further
positsthat companies actively engagein activities that ‘signal’ or demonstrate to their stakeholders their
commitment to this ‘social contract’ (Sulkowski et al. 2017). Of these three theoretical perspectives,
legitimacy theory has been one of the most widelyreferred toin the social and environmental accounting
literature (see: Patten 1991; Milne and Patten 1992; Deegan 2002). According to Tilling and Tilt (2010),
this theory can be applied at two different levels in the context of organizations in society, namely the
“macro” level of “organizational structures” andinstitutions (Tillingand Tilt 2010: 57), and the meso level

of organizations themselves.

At the macro level, “institutional” (Tilling and Tilt 2010: 57) legitimacy theory deals with how these
structures “as a whole” acquire legitimacy (for example, through the process of coercive isomorphism;
Suddaby et al. 2017). In contrast, “strategic” or “instrumental” legitimacy theory and deals with
organizations’ attempts to secure “organizationallegitimacy” (Tillingand Tilt 2010: 57), by demonstrating
how organizational norms align with those of society. Much of the literature that deals with social and
environmental accounting from a legitimacy perspective is based on this latter ‘meso’ level (Tilling and
Tilt 2010). This literature addresses how companies use social and environmental disclosures in annual or
sustainability reports “as a legitimizing tool” to shape social perceptions (Cho and Patten 2007: 646). In
doingso, this literature focuses on confirming the link between companies’ sustainability disclosures and

their sustainability performance —a connection that lies at the heart of strategic legitimacy theory.

This link between sustainability disclosures and performance can be explained as follows: from the
perspective of strategic legitimacy theory, companies with lower levels environmental or social
performance face a legitimacy threat, and therefore face greater “exposure” (Cho and Patten 2007: 640)
to public pressure to conform to social expectations with regards to this performance (Patten 1991).
Consequently, and in the face of this pressure, these companies are more likely to engage in enhanced
social and environmental disclosures in theirannual and sustainability reports. According to the lit erature
onlegitimacy and disclosure, this typically takesthe form of “extensive off-setting” of negative disclosures
orincreased “positive environmental disclosures” (Cho and Patten 2007: 639). These disclosures however
may not accurately reflectthe company’s actual performance. Thisis due to the fact that organizational

|II

legitimacy is based on perceptions of “organizational conduct” rather than the “actual” conduct itself
(Deegan 2014: 249). Accordingly, not all approaches to sustainability reporting achieve the ideal of

accounting and accountability.
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4.2.2. ‘Substantive’ Versus ‘Symbolic’ Sustainability Reporting:

The social and environmental accounting literature has demonstrated that many companies report on
sustainability from an instrumental perspective. This ‘symbolic’ approach (as opposed to ‘substantive’)
involvesthe strategicdisclosure (or omission) of sustainability accountsin orderto purposefully paintan
overtly positive picture of the company’s actual performance. This leads to what is termed the
“performance-portrayal gap” (Michelon et al. 2016: 4). Bebbington and Larrinaga (2014) refer to such
instrumental disclosures as “narratives decoupled from underlying organizational realities, intended (at
best) to construct a plurality of discourses about sustainable development and among which it is
impossible to adjudicate” (p. 396). These disclosures tend to be “self-laudatory” in nature, and “non-
integrated” (or disparate) in approach (Montecchia et al. 2016: 49). Unlike more symbolic approaches,
the singularobjective of these instrumental approachestoreportingisthe “questfor legitimacy”inand
of itself (Michelon etal. 2016: 4), that is, “to show that the companyis legitimate” (Hooghiemstra 2000:
58). Seeking legitimacy in this (instrumental and symbolic) way constitutes a form of “opportunistic...
impressions management” (Cormier and Magnan 2015: 431). This phenomenon of impression
management (and its underlying theory) can be defined as being the “process in which managers select
the information to release and present it in a way that distorts readers’ perceptions of corporate
achievements” (Michelon et al. 2016: 11). Some studies even go so far as to consider the legitimacy
perspective on sustainability reporting effectively synonymous with impression management. For
example, Cormier and Magnan (2015) consider the legitimacy-based explanation of sustainability
disclosures to be synonymous with the symbolic impression management-based notion. Similarly,
Barkemeyeretal. (2014) argue that “legitimacy theory takes a managerial view and supports the notion
that sustainabilityreportingis amanagementtool used to legitimize companyactivities ratherthan a tool
to inform a company’sinternal and external publics about its actual sustainability performance” (p. 242).

Either way, such symbolic approaches to reporting offers neither accounting nor accountability.

The literature on social and environmental accounting has provided evidence of companies’ symbolic
practices. In theirlongitudinal study of over 500 CEO statementsin sustainability reports, Barkemeyer et
al. (2014) found “that the rhetoric in the CEO statements of sustainability reports is indicative of
impression management rather than accountability, despite increasing standardization of sustainability
reporting” (p. 241). Similarly, from perspective of the quality of stakeholder engagement in the
sustainability reporting process, Lai and Manetti (2011) found that companies were engaging in a more

symbolicversion of stakeholder engagement, which the authors termed “stakeholder management”. This
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involved “mere involvement of stakeholders to ‘mitigate’ or manage their expectations (stakeholder
management)” as opposed to “creat[ing] a network of mutual responsibility” (stakeholder engagement
proper; Lai and Manetti 2011: 111). Hrasky (2012) also found evidence of symbolicreportingamong the
sustainability reports of Australia’s largest companies, and particularly among companies belonging to

less-carbon-intensive industries.

The extant research has also demonstrated that the proliferation of reporting standards, such as the
Global Reporting Initiative guidelines, has done little to prevent this instrumental (and in some cases,
purposefully deceptive) reporting. Althoughthe standardization of reporting via these standards ought to
“have supported a shift towards accountability rather than sustainability reports being an exercise in
legitimacy or impression management” by influencing “companies’ willingness or ability to create
balanced and realisticrepresentations of their sustainability performance”, Barkemeyer etal. (2014) find

no evidence of this (p. 242).
4.2.3. Reportingon Trade-offs in Sustainability:

Giventhe large extent to which companies report on their sustainability performancein such instrumental
(andindeed, camouflaging) ways, Bebbington and Larrinaga (2014) reach the unfortunate conclusion that
“we seem unable to observe in practice, or realize in academic experimentation, robust accounts of
organizational (un)sustainability” (p. 396). One important aspect of the ideal of ‘substantive’ reporting

wouldinclude disclosures on the trade-off decisions that companies face in the practice of sustainability.

According to the management literature, all companies experience organizational ‘tensions’ between
conflicting objectives, in various organizational domains, including, but not limited to, sustainability (Hahn
et al. 2014; Smith and Lewis 2011). These tensions cause companies to face trade -off decisions between
competing sustainability objectives, across competing stakeholders, and across competing time horizons.
According to Smith and Lewis 2011, these tensions (or, ‘trade-offs’, as referred to in this chapter) are
experienced as either being latent (“dormant, unperceived, orignored”; p. 390) or salient (consciously
experienced) in nature. What brings tensions to the fore (i.e. what “render][s] latent tensions salient to
organizational actors”; Smith and Lewis 2011: 388), are the company’s environmental conditions of
“plurality, change, and scarcity” (Smith and Lewis 2011: 390). In this context, plurality refers to “a
multiplicity of views in contexts of diffuse power” that the company must consider in decision-making,
while scarcity refersto “resource limitations, whethertemporal, financial, orhumanresources” that the

company is under when making these decisions (Smith and Lewis 2011: 390). Under these three
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conditions, companies experience tensions that would, it follows, necessitate atrade -off, and as a result,

generate some form of compromise outcome.

As an illustrative example, a company whose sustainability department functions under a tight budget
constraint may face a trade-off between implementing a carbon footprint reduction program, ora water
use reduction program, without having the necessary resources to implement both simultaneously.
However, based on the findings of Haffar and Searcy (2017), it would be possible, under certain
circumstances, to achieve both objectives simultaneously and thus transform the trade -off situation into
a synergy. The literature on trade-off decision-making (e.g. Gao and Bansal 2013; Hahn et al. 2014) has
described thatthis transformationismore likelyto occurin companies that follow an integrative approach
to sustainability (an example of which would be the triple bottom line approach to sustainability
developed by Elkington1997). This approach is valuing competing sustainability objectives (e.g., the three
pillars of ‘people, planet, profit’) equally, and working towards achieving all three simultaneously in the
course of trade-off decision-making. In contrast, an instrumental approach to sustainability involves
prioritizing one pole (the win dimension) of the win-lose trade-off decision over the other, and thus
compromising on the other pole (the lose dimension) in the process. Thus, in summary, company
approaches to sustainability (integrative orinstrumental) influence trade -off decision-making. Therefore,
it is expected that trade-off disclosures would, as a result, differbetween companies following different

sustainability approaches.

Nevertheless, currently, very little research exists on how companies (following either an integrative or
substantive approach) disclose their sustainability trade-off decisions to their stakeholders in their
sustainability reports, in practice. As one of thevery fewstudiesin this area, a study of online sustainability
disclosures of European companies, Herzig and Godemann (2010) found that, although most companies
defined sustainability in terms of the triple bottom line, any “possible conflicts and trade-offs between
the three sustainability dimensions [were] virtually, not mentioned” in the online disclosures themselves
(p. 1072). Instead, the study found the companies largely made “only a general reference to all three
dimensions being considered and harmonized” (Herzig and Godemann 2010: 1073). The study further
concluded that such an omission was not due to the possibility that the companies had not experienced
trade-offs (which the authors confirmed via interviews with company employees), but that they had

purposefully omitted disclosing them in their reports.

Such an omission of trade-off discussions, however, is problematic for two reasons. Firstly, in not

disclosing a key aspect of their sustainability practice (i.e., the trade-off decision-making processes and
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their compromise outcomes), the study companies have developed reports that lack substantial
transparency and thus, accountability, to their stakeholders. Secondly, and more importantly, through
these reports, these companies have painted a false picture of the way in which they perceive
sustainability. According to Herzig and Godemann (2010), the study companies experienced the practice
of sustainability as beinginherently fraught with tensions and conflicts. What these companies chose to
project to their stakeholders however, was precisely the opposite picture. The study reports portrayed
the companies’ experience of sustainability as being one of harmony and innate integration, rather than
a process of continual conflict and prioritization. This speaks to the instrumental and legitimizing role that
sustainability reports play in the field of corporate communications (Cho and Patten 2007; Cho et al.

2010).

Asthis studyillustrates, the disclosure of company trade-offexperiences in sustainability reportsisonly a
significant aspect of substantive sustainability reporting. This is because trade-off disclosures lay bare the
critical prioritization decisions that companies face when attempting to balance between the multiple
competing dimensionsof the sustainability paradigm. However, what remainsunexplored however, is the
extent to which companies are not disclosing these trade-off experiences, and what motivates this

omission. Accordingly, the two research questions that guide this work are as follows:

RQ 3-1. Do companies communicate theirtrade-off experiencesin theirsustainability reports?

RQ 3-2. What motivates companies to do so (or not)?
4.3, Method:

The objective of this study isto explore the extentto which companies disclose oromit their experiences
with sustainability trade-offs to their stakeholdersin their sustainability reports. This objectiveis achieved
through a content analysis of corporate sustainability reports (and comparable disclo sures) and interviews
with sustainability managers(from the same companies as the reports). Sustainability reports provide the
official authorized version of a company’s sustainability strategy and performance (Crowther 2012: 111,
see also Makela and Laine 2011). This data collection mode was chosen because it reflects “what
corporations themselves [have to] say” (Bondy et al. 2004: 451) about their experiences with
sustainability, including trade-offs. These reports were supplemented by interviews with sustainability
managers and executives at the same group of study companies. Interviews withthe company personnel
responsible for the formulation and implementation of sustainability strategies offers insight into the

decisions made ‘behind the scenes’ in the practice of sustainability and in the development of a
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sustainability report (as shown by: Angus-Leppan et al. 2010; Wu and Pagell 2011). These decisionswould
decisions regarding how trade-offs are managed, and crucially, whether (and how) this trade-off

management process is then described in the reports.
4.3.1. Samplingand Data Collection:

To achieve the objective, this study relied on a group of the 1001largest companies in Canada (byrevenue),
as publishedinthe Globe and Mail. This purposive sampling strategy was chosen asitis likely to generate
a diverse set of companiescovering awiderrange of industry sectors (Fifka and Drabble 2013). Such a set
of companies would more likely contain a wide diversity of reporting approaches as well as a wider
diversity of sustainability performers (from laggards to leaders). As a result, such a sample of business

leaders would likely contain awider diversity of trade -off experiences and communication approaches.

A classification of the study sample companies by sector has been shownin Table 4-1. Asshown, the 100
study companies belonged to 14 different industry sectors. Of these 100 companies, the largest
proportion belonged to the Extraction sector (22 companies or 22% of the entire study sample), followed
by Finance and Insurance (18%), Retail (16%), Information (10%), and Manufacturing (9%). The other nine
industry sectors made up the remaining 25% of the companiesin the studysample. The companies’ latest
sustainability reports (and comparable disclosures) were collected from the company websites between
2013 and 2014. These reports varied widely in length, from a single page to over 570 pages. The total
volume of sustainability disclosures analyzed across the entire sample of companies came to 5872 pages,

or approximately 70 pages per report.

The study companies also varied in their approaches to sustainability reporting. A portion of these
companies (15, or 15%) did not issue any disclosures at all. From the remaining 85(%) of companies in the
study sample, the reporting approaches varied widely from among the five different types of disclosures
(discussedinthe Theoretical Backgroundsection). Out of the 100 companiesin total, more than half(56%)
issued a stand-alone sustainability (or similarly-themed) report. Another 16(%) made disclosures onlinein
the form of separate web-pages with information on the company’s sustainability policies and
commitments, and/or information on their sustainability performance and initiatives. The remaining
13(%) of companies in the study sample were divided evenly among the three remaining report types,
namely: Public Accountability Statements (PAS; 5%), integrated reports (4%), and addendums to finandial
reports (4%). The variationin reporting approaches seen here corresponds to the heterogeneity in report

type that has been previously described by other studies (see: Hahn and Kuhnen 2013).
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Company Code Industry Sector % Of.
Companies
Company 1-17 Finance and Insurance 17%
Company 18 - 34 Manufacturing 17%
Company 35 - 50 Extraction 16%
Company 51 - 65 Retail 15%
Company 66 - 74 Information - Media and Telecom 9%
Company 75 - 80 Transportation 6%
Company 81 - 85 Utilities 5%
Company 86 - 90 Wholesale Trade 5%
Company 91 - 93 Food Manufacturing 3%
Company 94 - 96 Professional Services 3%
Company 97 - 98 Real Estate/Rental 2%
Company 99 Management 1%
Company 100 Public Admin 1%

Table 4-1: A classification of the companiesin the study sample, by industry sector. The study sample

consisted of 100 companies across a total of 14 sectors.

Itis also interestingto note that even withinthe same reportingtype, there was still a marked variation
inhow companiesissuedtheir sustainability reports. This heterogeneitywas evident in the very names of
the reports themselves. Of the 56 stand-alone reports published, 45% were titled ‘sustainability’ reports,
32% were titled ‘responsibility reports, and another 13% were given unique (‘one -off’) miscellaneous
titles unrelated to sustainability or social responsibility (despite their content). Some of these
miscellaneousreporttitlesinclude ‘The Review’. To considerthis variationfrom an alternate perspective,

Table 4-2 represents a classification of these differentreporting approaches, according to industry sector.

As shown in Table 4-2, this kind of reporting heterogeneity exists even within the same sector. For
example, within Finance and Insurance, some companies issued stand-alone reports (6% of the overall
company total), othersissuedor PAS (4% of the overall total), others made online-disclosures (1%), others
issued integrated reports (1%), and some made no disclosures at all (6%). Some of the sectoral trends
seen in Table 4-2 may indeed be explained by sector-specific reporting pressures that have been
previously described in the literature. For example, the Extraction and Manufacturing sectors are
commonly characterized as being environmentally-sensitive industries (see: Cormier and Magnan 2015),
while Retail is under higher pressure for stronger transparency and more responsible action on supply
chain issues (such aslabor conditions orethical sourcing) (Egels-Zandén et al. 2015). These three sectors

are thus more likely to issue more ‘traditional’ stand-alone formats, as seen in Table 4-2.
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Industry Report Type Total No. of
Sector Stand- Web PAS | Integrated | Addendum | None Reports
Alone
Extraction 77% 5% - 9% - 9% 22
Financeand 33% 6% 22% 6% - 33% 18
Insurance
Retail 56% 25% - - 6% 13% 16
Information 60% 30% - - - 10% 10
Manufacturing | 78% 22% - - - - 9
Transportation | 80% - - 20% - - 5
Professional 75% - - - - 25% 4
Services
Utilities 50% 25% - - 25% -
Agriculture 33% 33% - - 0% 33% 3
and Forestry
Food - 100% 0% 0% 0% 0% 3
Manufacturing
Management - - 50% - 50% - 2
Wholesale - - - - - 100% | 2
Trade
Construction 100% - - - - - 1
Real Estate - - - - 100% - 1

Table 4-2: A classification of the type and percentage of reportsissued by companiesin the study sample,

according to the companies’ industry sectors.

All 100 companiesinthe study sample were invited to participate in, and be interviewed, in this study. Of
these, a total of 19 companiesagreed to take part. This meantthat the managers who were interviewed
had agreed to officially speak on behalf of theircompanies and present their companies’ (as opposed to
theirown individual/managerial) experiences with trade-offs and their disclosure. These interviews took
place between June 2016 and October 2017. The interview participants consisted of sustainability
managers and executives—the highest decision-makers on sustainability issues at each company. The
identities of the personnel interviewed and their companies (including any identifiable information such
as industry sector) were held confidential throughout the study and in the final results. In order to fully
ensure this confidentiality, anumber of participants also requested that theirinterviewresponses not be
matched with their individual report data and analysis. This request speaks to the negative perception
that many companies appear to have of sustainability trade-offs, and of the possible adverse reactions
that they believe they might face when speaking about them—an idea that appears prominently in the

findings of this study and is described in the subsequent Results section.
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As a result, the entire set of 19 interviewed companies are referred to in the results presented here as
Companies A to S. The interviews with these companies were conducted over the phone, following a
prepared script consisting of a series of semi-structured questions. As part of this script, all interviewees
were asked if their company had encountered any trade-offs in the practice of sustainability, and if so,
how their company had managed these trade-offs (i.e., how the managers’ companies perceived trade-
offs, whether they had encountered themin the practice of sustainability, and whether these experiences
were communicated to stakeholders in the company sustainability reports (or comparable disclosures).
The interviews ranged in length from 30 to 45 minutes. The interviews were recorded and then
transcribed for analysis. Due to the focused and specific nature of the questions posed, the interviews
generated arelativelyshort but veryfocused set of informationon the companies' experiences with trade-
offs. The interviewsgenerated atotal of approximately 116 pages of transcribed text, which amounted to

roughly six pages per interviewed company.
4.3.2. ContentAnalysis of Sustainability Reports and Interviews:

The company reports and interviews were then analyzed by content analysis, to look for descriptions of
the companies’ experiences with sustainability trade-offs (as summarized in Figure 4-1). Both the reports
and interviews were analyzed separately (i.e. not matched together by company) and inductively. This
meant followingan open coding process that iterated back and forth between the texts themselves, the
literature on sustainability trade-offs (e.g. Hahn et al. 2014), the literature on legitimacy in sustainability
accounting (e.g. Cho et al. 2015; Killian and O’ Regan 2016), and finally, the literature on the use of
discursive legitimation strategies in social texts (e.g. Van Leeuwen and Wodak 1999; Alvesson and
Karreman 2000; Suddaby and Greenwood 2005; Vaara and Tienari 2008; Sewell 2010). Given the large
difference in the volume of text to be analyzed from the interviews (116 pages) and reports (over 5000
pages), the content analysis method was applied somewhat differently between the two sets of

documents.
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Firstly, the interviews were analyzed entirely by open coding, using a single sentence as the basic coding
unit. This method was chosen because the phenomenon of interest (trade -off experiences) featured in
the manifest content of the texts analyzed, giventhat the interview questions directly probed this issue
with the participants. As such, the purpose of the opencoding wasthen to identify whether the companies
interviewed had: 1) encountered trade-offs, 2) described theirtrade-offexperiencesin theirreports, and
3) why they had (or had not) done so. The first round of analysis of these documents yielded a list of
preliminary codes, which were then refined and abstracted further (i.e. grouped into categories) in
subsequent rounds. The entire procedure ultimately yielded 15 distinct codes, across three overarching

categories (which are described further in the Results section).

The reports, on the other hand, were analyzed using a pre-designed coding sheet. This was due to two
reasons. Firstly, due to the large volume of disclosures (>5000 pages), a more structured and streamlined
approach to the coding process was necessary. Secondly, unlike the interviews, and in line with the
findings of Herzig and Godman (2010), none of the reports in the sample had described the issue of
sustainability trade-offsin their manifest report content. This was established by means of a text search
for the terms ‘trade-off’ and ‘tension’, across all of the study reports??. This finding comes as no surprise
however, given the negative connotation that these terms appear to carry (e.g. Walley and Whitehead
1994), and the largely symbolic role that the reports themselves may play in managing stakeholder
impressions (e.g. Bozzolan et al. 2015; Barkemeyer et al. 2014). However, although trade -offs were not
found in the manifest content, they were nevertheless found in the latent content of the reports. This
took the form of descriptions of environmental conditions that necessitate atrade -off, or of evidence of
compromise that the study companies made among competing objectives. An example of the former
would be areport mention ofalimitedbudget allocatedfor sustainability programs that forced companies
to choose between implementing an eco-efficiency initiative or makinga community donation, whilean
example of the latterwould be areport that states that the company has chosen not to report on certain
business indicators (mandated by a reporting standard) over privacy concerns, and thus compromising
transparency over competitiveness. These specific trade-off-related codes, and how they were

formulated, are discussed in more detail in the Results section.

11 The term ‘compromise’ did, however, appearin 14 of the 85 reports;inall of these instances, this term was used
inthe negative, thatis, it was used to confirmthe companies’ commitment notto compromise. For example,
Company 20 states: “We will not compromise our products’ quality and safety, nor our customers’ satisfaction”
(Company 20, Report).

98



Based on this, the coding sheet helpedto not only structure and streamline the coding process, but also
to identify the relevant sections of the report text to be analyzed (i.e. the sections of text that contained
trade-off-related codes, and thus latent descriptions of trade-off experiences). Accordingly, instead of
analyzing the entire sample of reports using the same inductive open-coding procedure used for the
interviews, only asmall subset of reports was analyzed using this method. This subset was comprised of
fourreports, one from each of the four most common sectorsin the sample. This selection decision (i.e.,
the choice of one reportfrom each of the four most-represented industriesinthe sample) ensured that
the four reports analyzed (and the subsequent trade -off-related codes that emerged from this analysis
and then formed the basis of the coding sheet) contained the widest possible range of trade-off
experiencesin the sample. As with the interviews, the purpose of this analysis was to identify whether
the reporting companies had: 1) encountered trade-offs, and 2) described their trade-off experiencesin
their reports. The final list of codes that emerged from the analysis of these four reports served as the

coding sheet that would guide the analysis of the remainder of the reports.
4.3.3. CodingReliability:

A key credibility threat of concernin this study involves reliability. This is defined as the ability to
accurately replicate the findings of an analysis “regardless of the circumstances” within which that
analysisis performed (Krippendorff 2004: 211). In content analysis studies, reliability threats stem from
human coding errors—eitherininterpreting (and then abstracting) the text, orin applying the chosen

codes consistently (Krippendorff2011).

In contentanalysis, the notion of reliability includes the two separate yet parallel concepts of stability
and reproducibility (Jones & Shoemaker 1994; Krippendorff 2004). Reproducibility is defined as being as
“the degree of correlation between two or more coders using the same text” (Jones & Shoemaker 1994:
5). This reliability measureis checked by comparing the coding results among different analysts (whatis
known as an ‘inter-rater test’). Alternatively, stability is defined as the “degree of variance in coding over
time” by a single coder (Jones & Shoemaker 1994: 5) and is assessed by means of a ‘testre -test’
procedure. In assessingthe overallreliability of a content analysis study, both reproducibility and

stability are important.

To improve the stability of the coding process, atest-re-test was conducted as part of the pilot test, for
the report coding sheet developed. The test-retest proceeded as follows: of the 100 companiesinthe

study sample, asubsample of fourreports was selected foruse in a pilot study of the content analysis
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procedure. These included: An Oil and Gas company (Extraction), a Grocery chain (Retail), a
Manufacturing company (Manufacturing), and a Bank (Financial & Insurance). As described inthe
methodology section, the pilot study of the four chosen reports began with the design of the coding
scheme (orsheet). The test-retest procedure involved coding the fourreports overtwo rounds of coding
and evaluating the degree of coding stability between the two coding rounds, for each of the four
individualreports. This was performed automatically in NVivo under the coding comparison function. In
thistest, reliability was assessed using the coefficient known as Cohen’s kappa (k), which measures the
degree of agreement between the two rounds of coding by eitherasingle ortwo coders (Oleinik et al.
2013). In orderto use k to assess reliability, the k value is calculated forthe whole test-re-test
procedure, and then comparedto pre-defined k ranges described in the literature to see whetherornot
the coding processis deemed ‘reliable’. The average k values for each of the individual reports are:
0.7522 for Oil and Gas, 0.7862 Bank, 0.8151 for Grocery, and 0.8826 for Manufacturing. These valuesfall
underthe category of “excellent” agreement (greaterthan 0.75) based on the k scale described in Fleiss
et al. (2003) and McHugh (2012). Based on this and the strong percentage agreement values obtained,

the coding procedure of this study was deemed sufficiently ‘reliable’.
4.4, Results:
4.4.1. ContentAnalysis of Company Interviews:

In their interviews, all 19 companies described having experienced trade-offs in the practice of
sustainability. These ranged, for example, from trade-offs in setting sustainability targets, to choosing
which company to investin. In the former, the trade-off lies between shorter-term targets that require
lower capital investment now but smaller overall sustainability gains, or more ambitious and longer-term
targets that would require a higher investment now, but a larger sustainability gain further out into the
future. In the case of choosing which company to invest in, the trade-off lies between investing in
companies with higher sustainability performance (a decision which would prioritize Environmental,
Social, and Governance, or ESG, criteria) versus companies with higherfinancial performance (a decision

which would prioritize traditional investment criteria), under conditions of constraint.

When asked whether these trade-off experiences were described in their sustainability reports, the
companies in the interview sample distinguished between trade-offs related to which sustainability
impacts were material (i.e. the process of a materiality assessment), and all other (non-materiality-

related) types of sustainability trade-offs. Of the 19 companiesinterviewed, 9companies (47% of the 19)
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limited theirtrade-offdiscussionsintheirreportssolelytothe materialitytrade-off process. Furthermore,
none of the companies interviewed described the other non-materiality-related trade-off decisions in
their reports. This omission aligns with the study finding that explicit discussions of trade -off decision-

making were absent in sustainability reports.

Overall, three categories of trade-off related codes emerged from the interview analysis. These were
related to the companies’ perceptions of trade-offs, their reasons against reporting on trade-offs, and
their reasons for reporting on trade-offs. These codes and their frequencies are listed in Table 4-3.
Additional information on these codes(in the form of illustrative quotes and examples) are also provided

in Table 4-4 (Appendix C).
Company Perceptions of Trade-offs

In terms of how the study companies perceived trade-offs, six (32%) of the 19 companies interviewed
defined trade-off-related disclosures as being descriptions of the decision-making processes behind trade-
off decisions, rather than merely disclosing on the compromise outcome itself. Another five companies
(or 26% of the 19 companies) intervieweddescribed trade -offsas having a negative connotation, as shown
in Table 4-3. These companies considered trade-offs synonymous with “bad news” (Company B,
Interview), “underperform[ing]” on sustainability (Company E, Interview), “shortcomings” (Company N,
Interview), “what didn’t work” (Company M, Interview), and business mistakes (“where you spend your

money stupidly over the year ... where you made a mistake”, Company B, Interview).
Reasons Against Disclosing on Trade-offs

Given the negative lightin which many of the interviewed companies saw trade-offs, it comes as no
surprise that these companies described having purposefully omitted mentioning them in their reports,
as described earlier. These companies explained this omission using a variety of reasons (listed in Table 4-
3, under ‘Reasons against including Trade-off-related disclosures’), namely: 1) trade-off discussions are
internal company discussions and thus immaterial to report on, 2) trade-off discussions present a
legitimacy threat to the reporting company, and 3) trade-off discussions necessitate a level of

transparency that does not align with current approaches to reporting.

Six of the 19 companiesinterviewed (or 32%) argued that trade - offs are strategic-level decisions that have
no relevance to stakeholders (i.e.,immaterial), and are thus left out of the report. This argument against

not disclosing trade-offdiscussions aligns with the legitimation strategy known as “rationalization” —that
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is, the attempt to acquire organizational legitimacy “by reference to the utility of specific actions based

on knowledge claims” (Vaara and Tienari 2008: 988). Company E, for example, states:

“Those trade-offs are strategicanyway ... they’re strategicto the organization and trade-offs are
made every day, not just on sustainability agendas, right? Nobody has enough budget or enough
people to do everything, business leaders are constantly making trad e-off decisions on strategy
all the time, and there’s strategic decisions that are not necessarilycommunicated out externally"

(Company E, Interview).

Categories Codes Frequency
of
Companies
(N and %)
Perceptions of Trade- | Trade-off-related disclosures as descriptions of decision-making process | 32 %
off-related disclosures [ 1.5 4e off related disclosures as ‘bad news’ 26 %
Reasons against Due to limited messagingspace 5%
including Trade-off- Immaterial - under standardized reporting process 5%
related disclosures - - - —
Immaterial — Trade-offs areinternal business decisions 32%
Immaterial —Due to lack of stakeholder demand 5%
Immaterial —Reporting is 'story-telling' (positive outcomes only) 21%
Negatively impactreputation 11%
Negatively impactstakeholder relationships 5%
Reasons for including Standards organizations encourage 'balance’ 5%
Trade-off-related Motivated by employee expectations 5%
disclosures - - Y - -
Gives stakeholders confidence in firm's sustainability management 5%
capacity
Enhance transparency and authenticity, and build stakeholder trust 21 %
Reporting as "comprehensive reference document" (vs story-telling) 5%

Table 4-3. Categories and codes related to trade-off disclosures in sustainability reports that emerged
fromthe interview data. The code frequencies represent the numberand percentage of companiesin

the 19-company interview sample, whose interviews contained the particular code.

Anotherthree companies (or 16%) did not communicate theirtrade-off experiencesin theirreports due
to the potential legitimacy threat that these discussions may pose. These companies believed that a
discussion of trade-offs may harm the company’s reputation (two companies, or 11%), orits relationships
with its stakeholders (one company, or 5%). Unsurprisingly, all three of these companies defined trade-
off disclosures along the lines of ‘bad news’. As an example of this, Company B states: “Our [reporting]

cultureis onlyto talkabout how good we are and so we don’t put negative stori es outthere [related to

102



trade-offs], and we don’t do that because it could negatively impact our reputation” (Company B,
Interview). This ‘trade-off discussions as legitimacy threat’ argument is in line with the literature on the

legitimizing role that reports play in the eyes of company stakeholders.

Of these three companies, one company (Company B) even described the ‘meta-trade-off that it faces

when disclosing publicly on its sustainability efforts:

"I think [our communications team] have a culture of 'you can only have so many messages out
there about a companyin one week, and if you minimize, or if you take away from that number
the number of times you can positively talk about your company, then it is a detriment”

(Company B, Interview).

When faced with alimited messaging space, this company argues, ‘good news’ (non-trade-off discussions)

will always trump ‘bad news’ (trade-off discussions).

Along the same vein, another six companies (or 31% of the 19) explained their decision not to
communicate theirtrade-offdiscussions to their stakeholders on the basis that this level of transparency
doesnotalign with currentapproachestoreporting. Four of these companies (or 21% of the 19) refermred
to sustainability reporting as a form of ‘storytelling’ —an impression management exercise that was
limited to ‘good news’ only. These companies equated trade-offs with ‘bad news’ (as described earlier),

and thus omitted them from their reports. As an example, Company M states:

“So, we wouldn’treally talk about the trade-offs. We would still rather talk about the benefits still
of why we did it, and you know and the impactsthatit’s having, and the partnership that was built
and the fact that other [companies]joinedand did the same thing, so we wouldalways try to find
the positive and not focus on what didn’t work. We would look at that internally and assess it

internally, but we wouldn’t really talk about it publicly.” (Company M, Interview).

This reason for not disclosing on trade-offs is in line with the impression management perspective of
sustainability reporting, which highlights the largely instrumental (and oftentimes manipulative) role that
reporting hasin shapingthe company. This literature views sustainability reporting as a strategicform of
communication that can be usedto project a positiveimage of the company inthe eyesofits stakeholders.
In this case, the positive image projected may be that the company does not ‘compromise’ on
sustainability (and thus does not experience trade-offs), orthatit pursuesa ‘win-win’ sustainability ideal

(that negates the notion of trade-offs).
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One other company declared that trade-off disclosures were immaterial to stakeholders (in the report)
onthe basisthatthey are notrequired under any of the existing reporting standards (coded under ‘Trade-
off-related disclosures are immaterial — follow a standardized reporting process’). Such an argument
corresponds to a form of authorization, whichis “legitimation by reference to the authority of tradition,
custom, law, and persons in whom institutional authority of some kind is invested” (Vaara and Tienari
2008: 988). In this case, the authority lies with the reporting organization —namely the Global Reporting
Initiative, the Carbon Disclosure Project, and the Dow Jones Sustainability Indices—whose reporting
guidelines do not explicitly require trade-off related disclosures. Another company explained that it
believed trade-off discussions in reports to be immaterial, not due to the nature of the discussions

themselves, but due to the lack of stakeholder demand for this level of transparency.
Reasons for Disclosing Trade-offs

Despite not (overtly) disclosing on trade-offs, some companies (six, or 32% of the 19 companies
interviewed) paradoxically described reasons why communicating these discussions may be important to

stakeholders, despite largely not having done so in their reports.

Three of these reasons for disclosing on trade-offs were based on a normative approach (i.e., one
“governed by a moral purpose”, Sulkowski et al. 2017: 2) to sustainability reporting. All three of these
arguments in support of trade-off disclosures are in line with the tenants of stakeholder theory. This
theory positsthat “firm performance, and the license to operate, are intertwined wi th stakeholders who
can affectand are affected by the operations of thefirm”, and as aresult, companies are driven to practice
sustainability in such a way as to effectively maintain this license (Sulkowski et al. 2017: 1). This
perspective aligns with that of legitimacy theory in that both perspectives are based on the
interconnected, and mutually-reinforcing relationship between companies and their stakeholders. As
described earlier, both theories posit that companies rely on a social license to operate, and that this
license is bestowed by publicly demonstrating how a company’s norms align with that of society (and its
stakeholder groups) (Dowling and Pfeffer 1975; Ashforth & Gibbs 1990; Suddaby et al. 2017). In this sense,
legitimacy (in the form of social license), can be seen not just as an act of “congruence” interms of norms
(Dowling and Pfeffer 1975: 122), but also as an active, two-way “communicative process [emphasis
added]” betweencompanies and their stakeholders (Suddaby et al. 2017: 458). This company-stakeholder

link is evident in the three reasons for disclosing on trade-offs that emerged from the interviews.
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The first of these three reasons is that these trade-off discussions enhance company transparency and
authenticity, and thus help build stakeholder trust (four, or 21%, of the 19 companiesinterviewed). This
link between transparency and trust has been addresseda range of different research contexts within the
organizational studies literature (Schnackenberg and Tomlinson 2016). This literature states that
transparency, in the context of company and stakeholder relationships, may be defined as being “the
perceived [emphasis added] quality of intentionally shared information” (Schnackenberg and Tomlinson
2016: 1788). Trust on the other hand, may be defined (in the context of trust theory), as being “the
willingness of stakeholders to be vulnerable to the actions of the organization” (Schnackenberg and
Tomlinson 2016: 1794). The link between the two concepts —transparency and trust—isbased on the fact
that disclosure of information from asenderto arecipient carriesaninherentrisk to the sender “that this
information might be subsequently used against” them, and this risk increases with the extent of
disclosure (Schnackenberg and Tomlinson 2016: 1794). As a result, voluntary disclosure (such as that of
trade-off discussions), “signal[s]” to the recipients (company stakeholders) that the companyis willing to

accept thisriskin order to benefit stakeholders —which ultimately enhances the company’s legitimacy.

The second reason for disclosing on trade-offs is based on the notion that trade-off discussions (in the
context of a report) give stakeholders confidence in the company’s ability to effectively manage its
sustainability impacts (5%, or 1 company). Finally, the third reason for disclosing on trade-off discussions
isbased on the notion thatreportingis a substantive accountability exercise whose purpose is to generate
a “comprehensive reference document” (in the words of the company itself, Company G) on the
company’s sustainability performance, values, and objectives. This normative perspective on reporting
stands as an interesting counter-point to the notion of ‘reporting as story-telling’ described earlier. It is
alsointerestingto note that only one company professed the normative perspective on reporting (5% of
the 19 interviewed companies), while 4 companies (21%) described the ‘reporting as story-telling

approach.

Anothercompany (5% of the 19 companiesinterviewed) described how it was motivated to discloseona
singular aspect of its trade-off discussions (namely, its materiality process), in order to fulfill employee
expectations for this level of transparency. Given that employees are a key stakeholder group for

companies, thisargument can also be explained on the basis of stakeholder theory, as described earlier.

Another company (5%) stated that reporting standards organizations actively encourage companies to
include a ‘balance’ of strong and poor sustainability performance. This company equated trade-off

discussions with ‘bad news’ (‘trade-off-disclosures perception’ described earlier), and as a result,
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understood the concept of reporting balance as tied to that of trade -off disclosures. This company was
referring to the Global Reporting Initiative’s ‘balance’ reporting principle. This refers to presenting “an
unbiased picture of the organization’s performance” by reporting on both “positive and negative aspects
of the organization’s performance”, as well as providing sufficient “information that can influence the
decisions of stakeholders in proportion to their materiality” (GRI 2016: 11). By reporting according to this
principle, companies canideally “enable areasonedassessment of [their] overall performance” (GRI 201 6:
11). Thus, from the perspective of this company, disclosing on trade-off discussions (considered
synonymous with the GRI principle of ‘balance’) would be in line with reporting to the GRI standards,
which in turn may enhance the company’s organizational legitimacy by adhering to the accepted noms

and expectations for rigorous and standardized disclosure (Hahn and Lulfs 2014).

It is nevertheless interesting to note that, despite all of these arguments in support of trade-off
disclosures, none of the companies stated that they had disclosed their trade-off experiences outside of

describing their materiality assessments.
4.4.2. ContentAnalysis of Sustainability Reports:

Asdescribedinthe Methods section,aword-search query of all of the company reports (and comparable
disclosures) forthe terms ‘trade-off and ‘tension’ revealed that these terms were not used in any of the
reports analyzed. This confirmsthe findings of Herzig and Godemann (2010), who demonstrated that any
discussion of tensions between aspects of profitability and responsibility were absent from the explicit
(manifest) content of the sustainability reports analyzed in their study. This speaks to the negative
connotation of the term trade-off, and the potential legitimacy threatincluding such aterm inthe report
may present as a result. In spite of this, implicit references to trade -offs did nevertheless appear in the

latent content of the reports.
4.4.2.1. Latent Descriptions of Trade-off Experiences: Emergence of Trade-off Codes:

Smith and Lewis (2011) were the first to point out that conditions of environmental change, resource
constraint, and a multiplicity (of objectives or stakeholders) turn latent sustainability tensions salient(as
described inthe Theoretical Background section). Based on this, report disclosures of “plurality, change,
and scarcity” would, consequently, indicate a salient tension that the company has experienced. As a
result, these disclosures correspond to indirect (i.e., latent) descriptions of trade -offs. Accordingly, in
orderto study how the companies describe theirtrade-off experiences, it would be necessary to analyze

sections of the reports that contained these themes.
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These themes of ‘plurality, change, and scarcity’, as well as of the outcomes of trade-offs (the
compromises themselves), were evidentin the four company reportsincluded in the development of the
codingsheet. These themes, as a result, formed the basis of the six ‘trade -off codes’ that were included
in the coding sheet. These ‘trade-off’ instances helped pinpoint and uncover the latent trade-off points
describedinthe reports. These codes are describedin Table 4-5, along with theirfrequency (interms of
the percentage of companies that contained these codes in the 85-reporting-company sample). An
expanded version of the table containing lllustrative quotes for each of the codes (from the company

reports) has been included in Appendix C (Table 4-6).

AsshowninTable 4-5, the analysisof the reportsgeneratedsix codes, across four categories. These trade-
off codes were: 1) negative sustainability impacts, 2) materiality, 3) competing objectives, 4) changing
priorities, 5) stakeholder demand, and 6) constraint. These six codes corresponded to the three themes
of ‘plurality, change, and scarcity’ as well as evidence of trade-off outcomes (i.e. the compromises made,
or priorities chosen). Each of these six codes indicates an underlying trade -off point in the report text,

which further indicates a trade-off decision that the company must have faced.

Trade-off Category Trade-off Codes Frequency
(N and %)
Outcome Negative sustainabilityimpacts 68 (80%)
Materiality 52 (61%)
Change Changingpriorities 24 (29%)
Stakeholder demand (for sustainability action) 28 (33%)
Scarcity Constraint 47 (56%)
Plurality Competing objectives 40 (47%)

Table 4-5. Categoriesand codesrelated totrade-off disclosuresin sustainability reports thatemerged
fromthe reportdata. The code frequencies representthe number and percentage of companiesinthe

85-companyinterview sample, whose interviews contained the particular code.

Only seven out of the 85 (or 8%) company reports did not contain any of the six trade -off codes, that is,
any latent descriptions of trade-offs. The remaining 92% (77) of all reporting companies in the sample
included reference to at least one trade-off code, indicating that the overwhelming majority of companies
in the sample had encountered trade-offs in the practice of sustainability —despite not having disclosed
on these experiences (and decision-making processes) explicitly in their reports. The six trade-off codes

were found throughout the reports, all the way from the introductory material at the front-end of the
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report (including CEO letters and annual performance summaries) to the performance indices in the back-

end.
Negative Sustainability Impacts

The most common trade-off instance thatemerged from the report analysis was ‘negative sustainability
impacts’; 80% (68) of all reports in the 85-report sample contained at least one reference to this code.
This frequency is unsurprising given that one of the primary functions of a sustainability report is to
demonstrate transparencyregardingcorporate sustainability impacts (Hahn and Kuhnen 2013). This code
refers to any descriptions of negative company externalities'>—that is, any mentions of harmful sodal,
environmental, economic, or otherwise, impacts that the company generates as a result of its business
activities, and discloses onin itsreport. These are impacts that have physically occurred inthe course of
the reporting period (i.e., notabstract, hypothetical impacts that the company may encounterata point
in the future). When seenthrough the lens of the literature on sustainability trade -offs, it is evident that
these ‘externalities’ are in fact the compromise outcomes of the commonly-encountered trade-off
between sustainability performance (and objectives) versus traditionally ‘business-only’ performanceand
objectives. When companies express some formof this code intheirreport —thatis, disclose on a harmful
consequence oftheir operations—these companies, in effect, demonstrate that they have prioritized their

business objectives(to a certain extent) over sustainability objectives. As an example, Company 96 states:

"In 2012, our construction sites recorded 14 such reportable spills or incidents. None of these
smaller spills resulted in environmental damage, or led to any prosecution, injunction, sanction

orfine [...] Can we do better? We absolutely believe we can" (Company 96, Report).

In this quote, the company discloses on its negative impacts (spills), and (inadvertently) the outcome of

its environmental health-business profitability compromise (the ‘outcome’ dimension of this trade-off).
Materiality

The second most commonly-occurring trade-off instance (found in 52 companies, or 61% of the 85
reporting companies)also referred to another type of trade -off outcome. This code (‘materiality’) referred

specifically to the particular sustainability issues or impact areas that were prioritized by the company,

12 within the field of environmental economics, the term ‘externality’ refers to “a situation where the actions of
some firmor individual have consequences for someone else who has no sayinthe matter” (Smith 2011:12).
Externalities may be positiveor negative in nature, depending on whether they benefit or harmthe receiving
party. A common example of a negative environmental externalityis pollution (Smith 2011).
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from across its wide spectrum of possibleimpacts. As described in Haffar and Searcy (2017), the choice of
material issues is rooted in the choice of salient (and prioritized) stakeholders. This is reflected in the
materiality assessment process itself, which involvesinput from the company’s key stakeholders. In this
way, materiality decisions are a form of trade-off decisions, based on choosing the most material issues
and the most salient stakeholders. For example, Company 29 describes its materiality assessment as

follows:

“One of the objectives of the dialogue with all [Company] stakeholders is to determine which
commitments and topics are considered mostimportantand crucial. These topics are those that
allow the Group to continue creating value in the short-, medium- and long-term for all its
stakeholders. We conducted an analysis to update the [Company] materiality diagram [...] This
analysis has allowed us to identify the most relevant aspects that reflect significant Group
economic, environmental and social impacts and that greatly influence the assessments and

decisions of stakeholders” (Company 29, Report).
Competing Objectives

One of the three factors described by Smith and Lewis (2011) that causes companies to experience trade-
offsis ‘plurality’. In the realm of corporate sustainability, this corresponds to a range of sustainability
objectives, across a range of affected stakeholders. This plurality exposes the inherent tension
experiencedintryingtoachieve all objectives simultaneously, leading to a trade -off between competing
objectives. This trade-off code was presentin 47% (40) of the reports analyzed. As anillustrative example
of this code, Company 65 describes how its commitment to expand its business operations, and
specifically the use of refrigerators inits grocery stores, conflicts with the goal of lowering its carbon

footprint:

“Refrigerants account for 12 percent of our global GHG footprint, contributing nearly twice that
of the fuel used in our trucks. As demand for our retail services expands globally, especially for
fresh and frozen food, the need for refrigerated equipment will continue to grow. We’re
committed to becoming more sustainable inthis area, whileworking to ensure safe, reliableand

affordable food to our customers around the world” (Company 65, Report).
Changing Priorities

Another factor that Smith and Lewis (2011) described as key to making latent tensions salient was

‘change’. In the reports, this theme took the form of either environmental changes (e.g. changes to
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regulations) or organizational-level changes (e.g. company restructuring or downsizing). A total of 29%
(24) of the 85 reporting companies in this study contained this code in their reports. These environmental
or organizational changes necessitate areordering of priorities, and thus present the company with new
trade-off decisions. As an example of the kinds of changes that companies reported experiencing,

Company 91 states:

"In 2013 we sold several businesses that were not core to this vision, including our [specific
business lines]. We also completed a strategic review of our [particular] business, which
culminated in the sale of our 90% ownership of [details of business sale] [...] While we have
executed significant changes to our business mix and assets, our organizational values are
constant and underpin everything we do. A cornerstone of the “new [Company]” will be to
increasingly define and integrate corporate social responsibility and sustainability into our

operations and decision-making." (Company 91, Report).
Stakeholder Demand

Some of these changes were also prompted by stakeholder demand fora particularline of action. These
instances were coded under a separate code (‘stakeholder demand’) and were found in 33% of the
reporting companies studied. In this case, companies face new (and often vocal) expectationsfrom salient
stakeholders, whichin turn, necessitates a reorganization of priorities in orderto meet this new demand,
and results in the company facing yet another set of trade-off situations. As an example of this case,

Company 38 states:

"Stakeholderconcernrelated to spills withinthe oiland gas industry remains high.To support our
transition toincreased liquids production and to ensure compliance with developing regulations,
we initiated an exhaustive review of our Canadian well sites, facilities and pipeline crossings in

2013" (Company 38, Report).
Constraint

The final trade-offcode was found in 56% (47) of the reporting company sample. This code dealt with one
of the foremost factors that elicit a trade-off, namely, constraint. The literature on sustainability trade-
offs has described how constraints in resources, time, personnel, and even reporting space cause
companies to experience trade-offs (Epstein et al. 2015). In this study, an example of this would be the

case of Company 35, who states: “It is not usually possible to restore a mine site exactly asit was prior to
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mining, but it is possible to restore a healthy, thriving ecosystem, with lands that support productive

post-mining land use” (Company 35, Report).
4.4.2.2. Legitimizing Trade-off Experiences: Emergence of Non-Trade-off Codes:

These trade-off codes, however, were not found in isolation. These codes were used in the context of
other non-trade-off codes that explainedhow the company has responded to the tension represented by
the trade-off codes. Companiesinthe study sample responded to trade-offs (presented in theirreports)
in one of two ways, namely: 1) by highlighting their commitment to the company’s core (sustainability)
values, or 2) by describing taking concrete action on the tension. These two ways corresponded to two
categories of codes that emerged from the reports, specifically in the sections of reports that contained
trade-off codes. These two categories were labelled as ‘Company Values’ and ‘Company Action’. The
formercategory (Values) contained the codes ‘compliance’, ‘responsibility’, and ‘systems-thinking’, while

the latter (Action) contained the codes ‘company policy’, ‘target-setting’, ‘innovation’,and ‘collaboration’.

The entire sample of reports analyzed contained a total number of 1452 individual occurrences of the six
trade-off codes. This equated to approximately one trade-off code to every four report pages, or an
approximate average of 17 trade-off codes per company report. Of these 1452 trade-off codes, 55% were
presented alongside (either directly before, or directly after) a non-trade-off code. These non-trade-off
codes belonged eithertothe ‘Company Values’ orthe ‘Company Action’ category. The ‘Company Values’
codes consisted of ‘compliance’ (associated with 7% of trade-off codes), ‘responsibility’ (associated with
5%), and ‘systems-thinking (associated with 49%), while the ‘Company Action’ codes consisted of

‘company policy’ (7%), ‘target-setting’ (6%), ‘innovation’ (20%), and ‘collaboration’ (8%).

Company values codes served to affirm the companies’ commitment to universal principles of
sustainability. This corresponds to the legitimizing tactic of “moral evaluation” (Vaara and Tienari 2008:
988), which is described by Ashforth and Gibbs (1990) as “espousing socially acceptable goals’’ (p. 180).
For example, when a company reported an episode of noncompliance (e.g. a spill that resulted in a
pollution fine, oran ethical violation that was exposed and resultedin a lawsuit), this noncompliance (or
‘negative sustainability impact’) is often followed with a commitment to future compliance. This is

illustrated in the following quote:

“[Company] continues to focus on reducing the number of spillsin our operations. While we
reduced the number of spillsin our ... operations ... the total spill volume increased. Through

historical trending and weekly event analysis, we are identifying common causes of events and
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using that information to help reduce the number and volume of spills. Improving our

environmental performance remainsakey objective for 2014 and beyond” (Company45, Report).

Companies also associated their trade-off codes with references to the wider system within which they
operate, often in the form of the wider systems-level benefit they may bring (at the expense of the

noncompliance or other negative impacts). As an example, Company 96 states:

“The firm’s past challenges in the ethics arena have provided a platform from which to create a
world-class ethics and compliance program. As you will read in this part of the report, we
implemented a host of remedial measures ... which have served to greatly reinforce our

compliance procedures” (Company 96, Report).

In this case, the company’s negative sustainability impact (ethics violation) is countered with a promise
towards future compliance. This promise is further demonstrated via the reference to a ‘company policy

(an example of a‘company action’ code), inthe form of a “world-class ethics and compliance program”.

Companiesalsoreferredtothe conceptof collaboration alongside their trade -off codes. As an example,

Company 49 states:

“There is a growing demand by communities for the industry to do more to manage impacts ...
What does this focus area mean for [our Company]? We are dependent on community support
for our activities. This is why communities are the bedrock of our sustainability strategy ... We
continually engage and collaborate with communities and Indigenous Peoples through all phases
of the mininglife cycleto identify opportunities to minimize impacts and to maximize shared value

in a way that contributes to their long-term well-being.” (Company 49, Report).

Here, the company faced ‘changing priorities’ (trade-off) in terms of the “growing demand by
communities forthe industry to do more to manage impacts”. This trade -off code is presented alongside
the promise of stakeholder ‘collaboration’, as a means of neutralizing the legitimacy threat posed by this

disclosure.

Companies in the report sample also couched their trade-off codes in the sustainability principle of
‘systems-thinking’. This refers to a conceptualization of the firm as part of a broader interdependent
system that encompasses the firm’ssocial, economic,and ecological environment(seeforexample: Milne
and Gray 2013; Bebbington and Larrinaga 2014). This is demonstrated in the following example from

Company 39:
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“A mine brings jobs, economic growth and long-term prosperity. It can also disrupt livelihoods,
strain publicservices and require some people to move theirhomes. The impact of change must
be sensitively managed, with everyone working together to find the best solutions” (Company 39,

Report).

This example illustrates how the company surrounded the trade-off code (‘negative impact’; “disrupt
livelihoods, strain publicservices and require some pe opleto move theirhomes”) with references to the
wider systems-level benefit that the company offers (“brings jobs, economic growth and long-term

prosperity”), effectively cushioning this ‘bad news’ (as described by the interview participants).

Companiesinthe sample also presented theirtrade-off codes/instances alongside an acknowledgement
of theirresponsibility for their stakeholders’ well-being (vis a vis company operations). As an example of
this, Company 19 describes: “It takes an enormous amountof energy to design, assemble, ship, and use
hundreds of millions of products all over the world. A portion of that energy comes from burning fossil
fuels, which creates carbon emissions. Those emissions make up our carbon foot-print—ourshare of the
climate change problem” (Company 19, Report). In this way, this company discloses on its ‘negative

Ill

sustainability impact’ before acknowledging its responsibility to counter the global “climate change

problem”.

Companiesinthe samplealsoreferredto the theme of innovation as a means of overcoming the potential
legitimacy threat posed by a trade-off situation (and code). As an example, Company 7 describes its trade-
off (constraint of being unable to recycle paper products) alongside a form of incremental innovation
(newly-implemented system of using biodegradable bags): "While papertowels can’t be recycledthe way
other paper products can, they’re ideal for composting. Washrooms throughout the building now have
biodegradable bags that can be composted along with towels." (Company 7, Report). Other companies
referred to this innovation code from a more transformative perspective. In this case, Company 31

overcomes a technological constraint (trade-off code) through eco-innovation:

“Inour pursuit of technologiesto replace petroleum, we do not want to become dependentupon
yetanother material for which supplies oraccessislimited. Accordingly, ourstrategy is to design
the use of these materials out of our products when possible, something we have been able to

achieve in the new motors used in our [innovation name] technology” (Company 31, Report).
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Finally, companies also described trade-off codes alongside mentions of target-setting—a concrete
demonstration of company action to remedy any sustainability compromises. As an example, Company

46 states: “this year we made great strides toward realizing our goal of no harm to our people ...

In 2013, we set an ambitious target to be one of the safestresource companies in the world within five
years” (Company 46, Report). Here, the negative impact of “harm to our people [from our own
operations]” is countered with the safety target, as a concrete demonstration of the company’s

commitment to employee health and safety.
4.5, Discussion
4.5.1. Extent of Trade-off Disclosuresin Reports:

The findings indicate that the overwhelming majority of the study companies faced trade -off decisions in
the practice of sustainability. Of the 85 companies that issued sustainability reports, 92% disclosed on
eitherthe compromise outcomes of sustainability trade-offs, oron the environmental factors that bring
about (or make salient) trade-off situations. In the interviews, all 19 of the companies interviewed
described facingtrade-offsin the practice of sustainability. In all of these cases, these trade-offdecisions
necessitated some form of compromise —thatis, the balancingand weighing out of competing demands
from groups of stakeholders. Although these trade-off decisions influenced the companies’ practice of
sustainability (e.g. by prioritizing one program over another or attending to one stakeholder group more
than another), these discussions were wholly absent from the company reports in manifest form. The
outcomes of these discussions (i.e., the compromises or prioritizations) as well as their antecedents (i.e.,
the conditions of “plurality, change, and scarcity”; Smith and Lewis 2011: 390) were nonetheless present
inthe reports. This evidence demonstrates that the (reporting) companies had in fact experienced trade-
offs but had not described them overtly intheirreports. This was confirmed via the interviews with some
of these study companies, many of whom confirmed that they had purposefully chosen not to
communicate these ‘trade-off conversations’ in their sustainability reports. Specifically, nine out of the 19
companiesinterviewed stated that they had only disclosed on their materiality trade -off processin their
reports (as the sole trade-off discussion), and all 19 companies stated that they had not disclosed on any

other non-materiality related trade-offs that they had indeed encountered.

Thus, in response to RQ 3-1, companies in the study sample did not communicate their trade-off
experiencesintheirreports overtlyand purposefully. Evidence of these companies’ trade -off experiences

was nevertheless present (implicitly) in the latent content of the reports. This was further confirmed by
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the interviews; all interview participants declared having experienced sustainability trade -offs in the
practice of sustainability at their individual companies, even though these experiences were omitted

(explicitly) from the reports.

The interviews also provided valuable insight into the reasons behind this omission. Inresponse to RQ 3-
2, this study demonstrated that the three key motivations that drove companies not to disclose on their
trade-off decision-making processes were that trade-off discussions were seen as an exclusively-intemal
process that carries no relevance to stakeholders, that trade-off discussions correspond to a level of
transparency that does not align with current approaches to reporting, and, finally, that trade -off
discussions in reports present a potential threat to the legitimacy of the organization, in the eyes of its
stakeholders. This ‘legitimacy threat’ theme was also visible in the reports. In these accounts, implicit
mentions of trade-off experiences (i.e. trade-off codes) were couched in legitimizing references to the
companies’ commitment to the principles of sustainability (and social responsibility), and companies’
demonstrations of having taken actionin support of these principles. This finding supports the findings of
Herzigand Godemann (2010) and underscores the legitimacy threat that trade-off disclosures appearto
pose, as well as the largely instrumental and strategic impressions-management role that sustainability

reporting appears to play, in the eyes of many of the study companies.
4.5.2. Trade-off Discussions as Legitimacy Threat:

What the interviewees and reports did not directly reveal, however, was the reason why trade-off
discussions in particular (as opposed to all other forms of sustainability disclosures) were perceived as
beingsothreateningasto warrant an omissioninthe reports. To understand the nature of thisthreat, it

is necessary to examine what such disclosures would ideally look like.

As described in Chapter 3, a company’s sustainability approach (whether instrumental or integrative)
influences how it approaches trade-off decisions (by prioritizing either one objective or all objectives
simultaneously).In the absence of any substantial evidence of trade -off disclosures (from either thiswork
and the literature on trade-offs) we can theorize that these trade-off decisions should in turn, influence
how a company discloses on these trade-offs. This link between performance and disclosure of these
trade-off decisions alongside their outcomes is based on the principles of legitimacy theory. This theory
dictates that disclosure is a “legitimizing tool” that companies use to shape public perceptions of t heir
behaviorand performance, in the face of poor performance (Cho and Patten 2007: 641; Patten 1991). In

the case of trade-offs, this poor performance would take the form of the compromise outcomesof trade-
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off decisions (e.g. greenhouse gas emissions from day-to-day company operations), while the disclosure
would take the form of a description of the outcome itself, as well as of the trade -off decision that

produced it.

Any company—whetherintegrative orinstrumental in their sustainability approach —seeking to disclose
onitstrade-off decisionswouldideally need to firstacknowledge the trade-off and tensionthey face. This
acknowledgementis a necessary component of transparency —akey objective of disclosure (Lozanoand
Huisingh 2011). To qualify as a trade-off disclosure, this admission would then be followed by an
explanationof how the trade-off decision was made, and the rationale behind it. Thisis where companies
following different approaches would differ in their disclosures. Companies that follow an instrumental
approach to sustainability would ultimately needto acknowledge theira priori prioritization of one of the
trade-off dimensions over the other (e.g., business profitability over environmental sustainability) —
essentially, how it has on compromised sustainability. For these companies, such trade-off disclosures
pose a significantlegitimacy threat given thatthey expose the misalignment of a company’s values with
that of society. These companies would as a result, be less motivated to disclose on trade-offsin a
substantive way and may thus resort to the tactics of impression management and omission, as shown
here. In contrast, companies that follow anintegrative approach would describe theirtrade-off decision-
making process as being based on simultaneously achieving all competing objectives, without prioritizing
one over the other. These companies have less of an incentive to resort to of impression management

and omission with regards to trade-off disclosures.

Thus, in summary, companies that are compromising on sustainability perceive trade-offs as a larger
legitimacy threat, and as a result, are less motivated to report on them, while companies that are not
compromising on environment perceive trade-offs as relatively less threatening and would be more

motivated to report on them.
4.5.3. Unsustainability of Sustainability Reporting:

These findings also highlight an important point, namely that companies are not currently incentivized to
report at a level of transparency that would include disclosures on their sustainability decision-making
process (beyond merelyits outcome, or performance). This would entail a shift towards a “stronger focus
on corporate processes and governance systems [as a means] to reduce the [reporting-performance]
portrayal gap” (Michelon etal. 2016: 4), a change that Michelon et al. (2016) and Adams (2004) advocate.

Instead, increased transparency beyond the level prescribed by these frameworks only brings with it
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increased costs. Several companiesinterviewed described how trade-off discussions require a lot more
reporting space to describe fully and contextualize. This additional level of transparency would either
come at the expense of ‘positive story-telling’ (under limited messaging and reporting space), or would
simply add to the (already wide) breadth of reports —a challenge several of the interviewed companies
struggle with today. Indeed, this is demonstrated by the huge size of some of the reports analyzed (e.g.
lengths of upwards of 500 pages). Moreover, recent empirical evidence has called into question the long-
held assumption that sustainability reporting is a value-add process (i.e., valued by investors and

shareholders; Cho et al. 2015).

On this basis, the interviewed companies appear divided on the future of sustainability reporting in its
current (largely impressions-management driven form). One company (Company N), believes that trade-

off disclosures represent the “next frontier” in corporate transparency. This company states:

“I think some of the organizations that are on the forefront of sustainability initiatives and
reporting, like Wal-Mart, Unilever, even like [names specific sustainability leader firms]... | think
they’ve reached a point where they do admit some of their shortcomings and challenges and use
those as targets to address. | think that obviously makes for more robust and honest dialogue
with stakeholders that are interested in this sort of reporting. | thinkit’s valuable, I thinkit’s the
next frontier, but for an organization like ourselves, we’re not necessarily at that level. It’s not
necessarily on ourradarto disclose ourshortcomings, orreally aggressively be transparent about

the trade-offs that we face” (Company N, Interview).

On the other hand, several other companies lament the ‘unsustainability’ of (this form of) sustainability

reporting. Company D, for example, sums this argument up well, by stating:

“There’salsoa conflictin ... sustainability reporting ... | think a lot of companiesare faced [with
the challenge asto] whothe audience isthat [we] are preparing that material for, and there’s a
tension between the use of that material and the use of a sustainability report for a broad
audience, ...the way the contentis formulated, how things are described [...] is at a much higher
level than say on the other end of that spectrum if you were preparing the sustainability report
for aresponsibleinvestment organization [...], sothat trade-off is actually very challenging[...] In
my view, that increasing [disclosure] volume isan unsustainable trend [...] the work it takes and
the organizational drag that gets created trying to pull together all of that submission, [yet] the

value associated with that exercise is diminishing. If | talk to responsible investors, a number of
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themdon’t evenlook at the DJSI rankings or ratings. So, the questionthen becomeswhy doesa

company like ours do it then? That trend is going to have to reconcile itself” (Company D).

In this quote, Company D’s manager decries the challenge of balancing areport’s scope and depth. From
the perspective of standards organizations and rating agencies, Company D faces pressureto increase the
guality and extent of its disclosure (i.e., its depth), whilefrom the perspective of abroaderaudience (e.g.
consumers and community groups), the company faces pressure to similarly increase the scope of its
disclosure (i.e., by targeting a wideraudience).This challengeto increase these two competing dimensions
of disclosure is made more difficult due to the diminishing business incentives of engaging in reporting

VNS

(the “diminishing” “value” of the reporting “exercise”, as described in the quote). This ultimately

translates to an unsustainable trend in sustainability reporting.
4.6. Conclusion:

The purpose of this study was to explore whether, and how, the largest companies in Canada were
disclosing on their experiences with sustainability-related trade-off decisions. This is important because
trade-off decisions are integral to the practice of sustainability. Thisisduein large part to the way many
companies define sustainability, as the practice of balancing a range of (competing) stakeholder needs,
across a range of (competing) sustainability domains, and across both the short- and long-term horizon
(vander Byl and Slawinski 2014). Sustainability trade-offs are not only central to the way sustainability is
defined, but also in how it is achieved; trade-off decisions determine, for example, which corporate
sustainability programs to undertake, which targets to set (and over which time horizon), and what to

report on, if at all (Haffar and Searcy 2017).

Based on this, this study sought to discover whether or not companies were reporting on their
sustainability trade-off decisions in their publicly-available sustainability reports, and their rationale for
(not) doing so. To achieve this, this study followed an inductive methodology and a qualitative content
analysis procedure to capture references to trade-off discussions in company sustainability reports. As a
complementtothisinformation, this study alsorelied on acontent analysis of interviews with a subset of
these firms. In summary, this study demonstrated that trade-offs are indeed “the rule rather than the
exception” (Hahn et al. 2010: 279) in the practice of sustainability and play a significant role in shaping
company priorities and action on sustainability issues. Despite theirimportance, companies are reluctant
to disclose on how these decisions are made, or indeed, whether they are even faced at all. As a resullt,

these discussions are largely left out of company disclosures (particularly in trade -off areas outside of
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materiality analyses). This omission is driven principallyby the intent to protect the legitimacy of the firm
from the potential threat of ‘bad news’ (what trade-offs are considered synonymous with). Moreover,
trade-off discussions require a level of transparency that companies are currently not incentivized to

reach.

Based on these findings, this study also made a number of practical suggestions for strengthening the
substantive (as opposed to instrumental) role of sustainability reporting —by, for example, emphasizing
the process (including trade-off decision-making) dimension of sustainability, as much as its outcome (i.e.
performance)—as well as exploring the implications of reporting on sustainability from a symbolic
impressions-management standpoint. Further work is needed to explore other potential reasons why
companies may not be reporting on trade-offs, which are outside the scope of those covered here (and
the scope of the theoretical perspectives adopted in this study). These reasons may include forexample,
issues of control with regards to what companies may or may not be able to disclose, and the company’s
financial conditions and past environmental performance, and the relationship of these factors to the
company’sdisclosure quality and scope. These findings presented in this study demonstrate that further
work is needed to explore ways in which companies may be better incentivized to be more transparent
around theirtrade-off decision-making, and how companies can effectively achieve thisin theirreports.
Extendingthis evenfurther, anotherinterestingavenue of research would also be exploring waysin which
companies may be encouraged to engage stakeholders around these discussions (just as with materiality

assessments) and allow for stakeholder input and feedback into these decisions.
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CHAPTER 5:

Conclusion

5.1. Summary:

Much of the existingacademicand practitioner literature on corporate sustainability has endorsed a win-
win (or ‘business case’) view of sustainability (see: Carroll and Shabana 2010; Salzmannetal. 2005). This
perspective holds that by engaging in sustainability initiatives (including green product development),
companiescan realize both financial and social/environmental*? gains. This win-win ideal has become so
popular among practitioners that it has begun to dominate the public corporate discourse on
sustainability. As anillustrative example, 62 of the 85 (or 73%) reporting companies studied in Chapter3
advertised some form of win-win thinking in their publicly-available sustainability reports (i.e., their
reports contained the terms ‘win-win’ or ‘business case’). Similarly, win-win thinking has also become
widespreadin corporate advertising: among otherfirms not studied here, at least 16 different companies
now advertise their sustainability products or services under the exact same win-win slogan—

‘sustainability without compromise’?4.

Although such business case thinkingis a valuable ideal that may help motivate companiesto undertake
sustainability initiatives, it nevertheless limits the scope of these initiatives. This was demonstrated in
Chapter3, in the case of the two companies that missed out on potential sustainability gains due to their
instrumental logic. More importantly still, in addition to being limiting, win-win thinking also ignores the
inevitable tensions that are inherent to the verydefinition of corporate sustainability’®, and the trade-offs

that are typical of its practice.

The reason why trade-offs are often the “rule rather than the exception” in sustainability practice (Hahn

et al. 2010: 217), is due to the fact that companies implement sustainability initiatives under conditions

13 Under this line of thinking (otherwise known as the instrumental approach to sustainability),a company’s social
and environmental performance are considered as being disconnected from its business performance. In other
words, a company’s financial successisnotconsidered an aspectof its overall sustainability.

14 These include: Clorox, Xeros, 3M, Roy Farms, Paintfinity, 1 Hotel, Garden Court Hotel, Talbott Hotel, Aquadyne,
CleanPlanet, A.BCH, Eco Ezee Ltd., Cigma, Atlas Packaging (EcoDesk 360), Volkswagen New Zealand, and SCANPAN.
15 As anexample, Dyllick and Hockerts (2002) define corporate sustainability as “meeting the needs of a firm’s
directand indirectstakeholders (such as shareholders, employees, clients, pressure groups, communities etc.),
without compromisingits ability to meet the needs of future stakeholders as well” (p. 131). This definition
illustrates thetensions that companies face in meeting the needs of competing stakeholders, across competing
time dimensions.
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of ‘plurality, scarcity and change’. Companies face arange of competing stakeholders (whose expectations
change over time), as well as budgetary and technical constraints, and changing financial conditions
(whichinturn, impact budgetary constraints). As aresult of these constraints, companies engaged in the
practice of sustainability face a range of sustainability trade-offs that inhibit the realization of win-win
gains. This was recently demonstrated by Wright and Nyberg (2017), in their longitudinal study of how
five Australian companies “respond to climate change over time” (p. 1633). In this study, Wright and
Nyberg(2017) found that companies who projected an ideal of win-win thinking related to their climate
change initiatives in their sustainability communications actually struggled to implement it in practice,
overtime. According to the study, this was due primarilyto the persistent “tensions betweenthe demands

of the grand challenge [of decarbonization] and business imperatives” (Wright and Nyberg 2017: 1633).

In spite of the widespread presence of trade-offs in corporate sustainability, there is adearth of research
on how companies experience and maneuver around these critical decisions in practice. To remedy this
gap, the aim of thisresearchis to explore how companies perceive, resolve,and disclose their experience
with trade-offsinthe process of formulatingand implementing their sustainability programs. To achieve
this, this dissertation conducted a study in three phases. Each phase addressed a differentaspect of the
corporate trade-off experience, namely, how companiesperceive trade-offs, how they manage them, and
how they communicate them to their stakeholders. To explore these three diverse aspects, each phase
relied on a differenttheoretical lens forthe analysis. These lenses were the natural resource-based view
of the firm (Phase I), organizational cognition theory (Phase Il), and legitimacy and impression
management theory (Phase Ill). To maintain continuity between all three phases, and to explore the
companies’ own experiences with trade-offs (from their own perspective), the same thematic content

analysis methodology was used throughout all three phases.

In Phase I, this study conducted a systematic review and content analysis of the trade -off literature
published to-date at both conceptual and applied levels. The literature was analyzed through the
theoretical lens of the natural resource-based view of the firm in order to determine the types of
sustainability trade-offs that companies have reported experiencing, and whether these trade-offs may

be transformed into synergies. This phase was guided by the following two research questions:

RQ1-1. What are the trade-offs commonly encountered by managers in the pursuit of CS?

RQ1-2. Can trade-offs encountered in the pursuit of CS transform into synergies?
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Through this process, andinresponse to RQ 1-1, a hierarchical frameworkis proposed for the analysis of
trade-offs based on their different categories, their root tensions, their interconnections, their links to
sustainability synergies, and where they are encounteredinthe practice of sustainability, from policy to
implementation. Through this framework, and in response to RQ 1-2, this study found that corporate

sustainability trade-offs are in fact not fixed and may become synergies.

Phase Il used an organizational cognition perspective, and posited that companiesinterpret and respond
tothese tensionsin ways that reflect the company’s underlying collective sustainabilitylogic. The purpose
of this phase of the dissertation was to explorethis link. To achieve this, this phase of the study performed
a qualitative content analysis of interviews with sustainability managers, as well as archival documents.

This phase was guided by the following three research questions:

RQ 2-1. How do companies perceive trade-offs in the practice of sustainability?
RQ 2-2. How do companies resolve these trade-offs when they encounter them?

RQ 2-3. How do organizational logics shape the companies’ experiences with these trade -offs?

In answering RQ 2-1, on how companies experience trade-offs in sustainability, this study found that, in
fact, all companies experience trade-offs regardless of theirindustry type, ordominant logic. Companies
that displayed elements of an instrumental logicsaw trade-offs as binary and tended to resolve them by
counterbalancing the ‘lose’ dimension with ‘wins’ elsewhere in other impact areas. Companies that
displayed elements of a more integrative logic, on the other hand, saw trade -offs as non-binary, long-
term, strategic allocation decisions. These companies approached trade-off decision-making using an
iterative, risk-based approach that relied on partnerships and knowledge sharing. As such, trade-offs can
be said to be inherent to the practice of sustainability, particularly over the short-term. With regards to
RQ 2-3, on the role of organizational logics in trade-off decision-making, this study alsodemonstrated that
the way companies perceive trade-offs (as either binary or non-binary) does differ and is shown to be
influenced by the company’s underlyinglogic. With regardsto RQ 2-2, on how companies attempted to
manage trade-off decisions, this study found that companies that took a pre-dominantly instrumental
approach to sustainability (and were thus more likely to see trade -offs as being binary) appeared to lack
the decision-making routines (e.g. structured risk-based decision-frameworks) and capabilities (e.g.

sustainability reporting systems) to help them in resolving any trade-offs that they encounter.

After identifying how companies perceive and manage trade-offs in practice, the purpose of the final

phase (Phase Ill) of this study was to determine whether, and how, companies are reporting on these

122



trade-off decisions in their sustainability reports. Using an inductive approach, this phase of the study
analyzed 85sustainability reportsand 19interviews with sustainability managersusing qualitative content

analysis. This analysis was guided by the following two research questions:

RQ 3-1. Do companies communicate theirtrade-off experiencesin theirsustainability reports?

RQ 3-2. What motivates companies to do so (or not)?

This final phase of this study found that the overwhelming majority of companies surveyed (92% of all
reporting companiesinthe sample and all 19 companiesinterviewed) had encountered trade-offs in the
practice of sustainability but had not disclosed these discussions (and decision-making processes)
explicitly in their reports. Evidence of these accounts were nevertheless presentin the implicit (or latent)
content of the reports. These (latent) descriptions were also surrounded by ‘legitimizing talk’—
affirmations of the companies’ commitment to (and demonstration of) sustainability principles. These
findings highlight the negative lightin which many companies perceive trade-offs (as ‘bad news’), and the
potential legitimacy threat that their disclosure in reports poses. This final phase of the dissertation
demonstrated that trade-offs are indeed “the rule rather than the exception” (Hahn et al. 2010: 279) in
the practice of sustainability and play a significant role in shaping company priorities and action on
sustainability issues. Despite their importance, companies are nonetheless reluctant to disclose on how
these decisions are made, orindeed, whetherthey are even faced atall. Asaresult, these discussions are
largely left out of companydisclosures (particularlyin trade-off areas outside of materiality analyses). This
study found that this omission was driven principally by the intent to protect the legitimacy of the fim
from the potential threat of ‘bad news’ (what the companies considered trade -offs synonymous with).
Moreover, this study also found that trade-off discussions require a level of transparency that companies
are currently not incentivized to reach. This is due to the fact that the majority of voluntary reporting
frameworks focus on reporting outcomes of corporate sustainability practice, as opposed to the process

itself (and the trade-off decisions that this would entail).
5.2, Contribution:

In addition tothese findings, this study made anumber of contributions to the three bodies of literature
on corporate sustainability, sustainability decision-making, and sustainability reporting. At a top level,

these include:
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1) Insightinto the link between sustainability trade-offs and sustainability synergies:

Ona conceptual level, this studyestablished that trade-offs stem froma series of hierarchal root tensions.
Thistension hierarchy implies that trade-offs and synergies are different sides of the same coin, and as a
result, sustainability trade-offs may (ideally) be transformed into synergies. In practice, however, this
study demonstrated that this was not always possible. This dissertation provided empirical evidence in
support of the ideathat trade-offs are inherent to the practice of sustainability. This finding confirms that
instrumental win-win thinking is an ideal that is difficult to implement in practice, particularly further

alongthe sustainability implementation process, due to the factors of ‘plurality, scarcity, and change’.
2) Evidence of the limiting nature of instrumental logics in sustainability:

Secondly, this study demonstrated that organizational logics influenced how companies managed trade-
offs. From a decision-making perspective, this study demonstrated that companies with a more
integrative-leaninglogictended to see trade-offs from a narrow, binary perspective, which in turn limited
the company’s options with regards to resolving these trade-offs. For example, companiesthat described
trade-offs as being clear-cut win-lose decisions tended to resolve these decisions by counteracting the
lose dimension elsewhere. Such a strategy does little to resolve the actual tension, and only offers a

superficial solution that perpetuates the need for compromise.

This study also provided empirical evidence that instrumental sustainability logics have a cognitively-
limiting (or ‘blinder’) effect on the companies. These companies, in their pursuit of instrumental
sustainability and short-term business-case gains, missed out on additional, wider sustainability gains due

to the blinding effect of their underlying logic.
3) Indication of the ‘unsustainability’ of current approaches to sustainability reporting:

Finally, this dissertation also demonstrated that a significant percentage of companies studied
demonstrated an instrumental approach to sustainability reporting (as shown in Chapter 4). These
companieslikened reporting to ‘story-telling’—astrategicimpressions management exercise dominated
by the questforlegitimacy, atthe cost of full transparency. Voluntary reporting standards appear to have
done littleto quellthistrend (as described by the interviewees in thisstudy). Several companiesdescribed
how a higherdegree of transparency (that would include trade-off discussions) would require going above
and beyondthese standards, and issuinglongerand longerreports, which ultimately translated to larger
and larger capital investments in the reporting process. In addition to the rising costs of substantive

disclosure, the companies surveyed in this study also described the lack of incentives for this level of
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transparency, and the pull towards ‘story-telling’. As aresult, several companies described the challenge
of continuingto providetransparent, substantive disclosures within a system that doeslittle to incentivize
more transparentreporting—and doesnot consistently push back at ‘story-telling’ approaches. In this way,
this study revealed the dangerous unsustainability of current approachesto sustainability reporting and

highlighted the need for strongerincentives for substantive reporting (including trade -off disclosures).
5.3. Research Limitations:

Itisimportantto note, however, that, as with all studies, this study suffered fromseveral limitations. With
regardsto Phase |, itisimportantto note that although the framework that was developedin the study is
comprehensive, itis by no means exhaustive. More empirical work is needed to furtherrefine the trade-
off categories identified, as well as their inter-connections and their arrangement in the framework.
Empirical testing may also establish which categories have been overlooked; a limitation which may be
due to two reasons. Firstly, the categories that emerged from the content analysis were dependent on
the study sample of trade-offarticles captured by the search-and-screen process. Thisprocess was limited
in scope, as per the study boundary, which was limited to articles with a focus on trade -off outcomes or
decision-makingin corporate sustainability at the level of afirm or manager. Thisboundarywas expressed
in: 1) the search terms selected (basedon a consideration of the reliability/validity of the process), and 2)

the inclusion/exclusion criteria for the article screens.

On the otherhand, some studies examined here also suggested other categories of trade -offs that were
purposely not capturedinthe model (seefor example: Byggeth and Hochschorner 2006; Delmas and Blass
2010; Hahn et al. 2012; Ramirez 2012). Examples of the kind of trade-offs that were not incorporated in
the framework include: the trade-off between sustainability ranking schemes (Delmas and Blass 2010),
and the individual-level trade-offs that exist betweenthe preferences of different decision-makers within
an organization (Hahn et al. 2010). The reason for this exclusion is that this framework was based on
recurring conflict themes (trade-off, tension, or paradox) that were encountered across multiple studies.
These and the other excluded trade-off categories are indeed valid yet may need further research to

assess whether and where else they occur, outside of the context of their original studies.

With regards to Phase Il, one limitation of this study stemmed from the use of self-disclosures such as
annual reports and managerial interviews, which carry a possible impression management bias, which
presenta potential threatto the validity of the results. This threat was overcome in two ways: firstly, by

keeping the names and identities of all study participants and their parent companies confidential, and
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secondly, by triangulating these self-disclosure data sources with third-party media articles in order to
paint a more accurate picture of the company’s approach to sustainability and its trade -offs. Another
validity threat came from the use of managerial interviews to study an organizational level knowledge
construct. This threat was similarly overcome through the use of annual reports to supplement the

interviews; annual reports represent the company’s collective logic.

Finally, with regards to Phase Il of this study, the first threat stemsfromthe potential bias thatthe self-
disclosures (beitinterviews orreports) may contain. This threat stems from the fact that the data sources
chosen in this study were limited to what the ‘speakers’ disclose—whether this disclosure comes from
the companiesthemselves(‘speaking’ throughtheirreports) orfromthe individual practitioners (speaking
throughthe interviews). These source materials may be skewed by two diff erent types of source bias (or
what Krippendorff (2004) terms ‘textual contamination’ [p. 31]). On the one hand, the reports may be
beset with ‘green-washed’ information, or purposefully positive news on the company’s sustainability
initiatives or performance (Seele and Gatti 2017). This type of source bias speakstothe promotional role
of company-controlled communication and the persuasive power of positive sustainability contributions.
On the other hand, the interview responses may also be similarly influenced by “social desirability bias”
(Angus-Leppan etal. 2010: 242). Inthis study, these ‘source bias’ threats were overcome by keeping the
identities of theinterviewed companies and individuals confidential, and furthermore, using two separate

yet complementary data sources (official reports and interviews), which serves as a form of triangulation.
5.4. Future Research:

These threats notwithstanding, this study also shed light on interesting potential avenues of further
research. During the course of this dissertation research, the literature on corporate sustainability has
seen continued growth inthe area of trade-offresearch, as demonstrated in Chapters 2to 4. This research
(e.g.Van derByl and Slawinski 2015) has focused predominantly on establishing whether and how trade-
offsoccur in the practice of sustainability. In reviewing this growing body of (predominantly descriptive)
work, this study has demonstrated that the next stage of trade-off research lies in the realm of the
prescriptive—in developing practical decision aides to help companies more effectively maneuver
sustainability trade-offs from an integrative sustainability perspective. One particularly promising (and
growing) avenue for future work involves the application of the twin domains of paradox thinking and
organizational ambidexterity (in the face of paradoxes) to the field of corporate sustainability (following:

Hahn et al. 2014; 2017).
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Accordingto the strategicmanagement literature, organizational paradoxes (Putnam et al. 2016) may be
defined as being “interdependent and mutually exclusive opposites ... [that] [persist] over timeand [make]
choice difficult” (Putnam et al. 2016: 76). In the area of corporate sustainability, these organizational
phenomena can be seen in the persistent and paradoxical need for managers to “accommodate
competing yet interrelated economic, environmental, and social concerns that reside at different levels
and operate in differentlogics and time frames” (Hahn et al. 2014: 467). To effectively manage these types
of paradoxes, a small yet growing number of studies have begun to apply the concept of organizational
ambidexterity. This concept may be defined as beingthe ability to resolve organizational paradoxes and
“complexitythrough embracing both poles [ofthe paradox] simultaneously” (Putnam et al. 2016: 74). The
application of this concept to the issue of sustainability tensions would allow companies “to
simultaneously pursue both instrumental and moral [sustainability] initiatives —despite the tensionsand

contradictions that exist between them” (Hahn et al. 2016: 214).

The literature on sustainability tensions, paradoxes, and ambidexterity, therefore, explores how the
principles of organizational paradoxes and ambidexterity can be applied to explain and prescribe company
behaviorinthe face of sustainabilitytensions. Thus far, this (largely conceptual) literature has focused on
the descriptive aspects of a paradox/ambidextrous approach to sustainability tensions. This includes for
example, identifying the types of responses to sustainability tensions that companies may display (e.g.
Hahn et al. 2014; Mason and Doherty 2016). More work is needed to understand how companies can
effectively cope with the persistent presence of tensions without resolving them in a traditional sense
(that is, while keeping the paradox ‘open’), as opposed to merely trying to overcome the tension, by
attempting to transform the trade-offinto a synergy (which this study has demonstrated cannot always
be achieved). On this basis, more work is also needed to develop decision support tools and strategies
based on this type of paradox thinking, to help guide companies in more effectively managing tensions

and trade-offs in the practice of sustainability.

A second avenue for future work liesin the area of sustainability reporting. Based on the findings of this
study (and in particular, Chapter 4), more work is needed to develop stronger incentives for companies
to shift away from instrumental reporting approaches to more substantive ones. This dissertation
recommended the move towards process-based sustainability disclosures, alongside the standard
outcome-baseddisclosures that currently predominate sustainabilityreports (andreporting frameworks).

Along this line, more research is needed on how companies may better improve the substantive quality

127



of their reports, including disclosing their decision-making processes—particularly for trade-offs, which

play a key role in shaping a company’s practice of sustainability.
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APPENDIXA: TABLES—CHAPTER 2

Contribution to

Framework
Reference Contribution to Trade-off Research
(Tension and/or Trade-
off Category)
Walleyand This study argued that the difficulty of realizingwin-win gainsin CSis mounting—or that trade-offs between e Private Value-Shared

Whitehead 1994

profitability and environmental sustainability areinevitablein the practice of CS— and thatas aresult,
managers need to strategically selectCSinitiatives ‘to enhance environmental spending’.

Value:
EP-FP

Porter and van
der Linde 1995

This study argued that firm-level innovationis key to enhancingresource productivity and overcoming trade-
offs between environmental sustainability-profitability.

e Private Value-Shared

Value:
EP-FP

McWilliamsand
Siegel 1997

This study found that management studies examiningthe link between social responsibility-profitability (all of
which found evidence in support of ‘win-win’) suffered from a number of critical errorsinresearch design,
which undermines the validity of their results.

e Private Value-Shared

Value:
SP-FP

Xepapadeas and
De Zeeuw 1999

This study found that in the face of environmental regulation, firms facethe decision of either downsizingor
‘modernizing’ (upgradingeco-efficiency) their capital. Usinga mathematical model, itfound that the negative
compromise (‘loss’ dimension) of the trade-off between environmental sustainability and profitability would
be minimized ifthe firm chooses to invest in efficiency improvements.

e Private Value-Shared

Value:
EP-FP

Kaptein and This study argued that the practice of CS necessitates a consideration of ethics, values, and dialogueto e Private Value-Shared
Wempe 2001 balanceconflictingdemands — particularly in theimplementation of sustainability management systems and Value:
insustainability reporting. It also proposed a conceptual model for the implementation of CS. EP-FP-FP
Time
Stakeholder
Berens et al. This study examined the implications of the trade-off between social responsibility and profitability (here e Private Value-Shared
2007 considered as ‘corporateability’, which encompasses: product/service quality, reputation, perceived value by Value:
customers), inthe eyes of certain stakeholders. SP-FP
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Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

Maxfield 2008

This study discussed the relationship between social responsibility (hereconsidered as ‘citizenship’) and
profitability (‘competitive strategy’) under two economic theories: the neoclassical approach andthe
alternative Austrian/evolutionary perspective. Itargued that under the former, citizenship and strategy
cannot be “easily reconciled” (p. 367) (i.e. trade-offs would be inherent to CS initiatives).

e Private Value-Shared

Value:
SP-FP

Makni et al. This study found empirical evidencefor a negative/trade-off link between individual measures of social e Private Value-Shared
2009 responsibility (based on availablesocial performancescores) and profitability (specifically usingreturn on Value:
assets),inthe short-term. A test using composite measures showed no link. SP-FP
Time
Blancoet al. This study analyzed empirical studies testing the link between environmental sustainability-profitability, with | e Private Value-Shared
2009 anexclusivefocus on voluntary environmental initiatives with a long-term effect. It found that there was no Value:
consensus on whether the relationship was a trade-off or synergy, and that instead, the relationshipis EP-FP

determined by a number of factors such as the type and extent of abatement initiatives undertaken.

Vilanova et al.
2009

This study argued that trade-offs between social responsibility and profitability (‘competitiveness’) result
from a number of ‘inherent’ sustainability paradoxes (in strategy, competitiveness, accountabilityand
stakeholders).

e Private Value-Shared

Value:
SP-FP
Time
Stakeholder

e Scope-Depth

Angus-Leppan

This study found empirical evidencethat the perceptions of the conflictbetween environmental sustainability

e Private Value-Shared

et al.2010 andsocial responsibility varied across stakeholder groups (either as a trade-off or synergy); this variation was Value:
explained from a sensemaking perspective. EP-SP
Epstein and This study proposed a model for firms to systematically identify impacted stakeholders, to help overcome the | e Private Value-Shared

Widener 2010

conflictamong competing stakeholder demands and to enhance managerial decision-making.

Value:
SP-FP
Stakeholder
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Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

Hahn et al.2010

This study proposed one of the earliest models for the analysis of trade-offs and conflicts in CS. These were
categorized accordingto various dimensions (outcome, temporal, process) and ‘action’ levels (individual,
organizational,industry, societal).

e Private Value-Shared

Value:
EP-SP-FP
Time
Stakeholder

Pinkseand Kolk
2010

This study identified three types of trade-offs encountered by firms as they undertake technological
innovationinresponseto climatechange pressures.

e Measurement —

Management

Csutora 2011

This study proposed a classification of firms (such as escapist, conformist) based on empirical evidence of
their relativeand absolute eco-performance (eco-efficiency or eco-effectiveness, respectively). It proposed
the ‘scope-depth’ and ‘policy-performance’ (measurement-management) paradoxesinCS.

e Private Value-Shared

Value

e Scope-Depth
e Measurement —

Management

Guenster et al.
2011

This study found empirical supportfor a negative/trade-off relationship between sustainability (using eco-
efficiency scores) and profitability (measured using Tobin’s Q, a forward-looking measure of firm value)in the
short-term (<10 years), beyond which the relationship becameone of synergy.

e Private Value-Shared

Value:
EP-FP
Time

Li and Toppinen
2011

This study identified a range of factors that either ‘impede or enhance’ the impact of CS in the forest-based
industry. Impeding factors resultin a conflict between the responsibility/sustainability-profitability goals,
whileenhancingfactors resultin win-win.

e Private Value-Shared

Value:
EP-SP-FP
Stakeholder

Dutta et al.2012

This study argued that managerial perceptions of (and reactions to) the conflict between social responsibility -
profitability varied depending on the manager’s theoretical inclination (with respect to: agency theory,
stewardship theory or the proposed social stewardship perspective).

e Private Value-Shared

Value:
EP-SP-FP

Figge and Hahn
2012

This study proposed a cost-benefit assessmentapproach based on opportunity costlogic (as opposed to
business casethinking)to evaluatethe trade-off between environmental sustainability and profitability,and
to identify win-win strategies.

e Private Value-Shared

Value:
EP-FP
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Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

Gavronski et al.
2012

This study identified a trade-off between different approaches for abatement (pollution prevention vs control
or abatement vs environmental management systems), encountered by manufacturingfirms undertaking CS
initiatives.

e Scope-Depth:

Implementation
approach

Hahn et al.2012

This study demonstrated a cost-benefit assessment (based on efficiency targets) to evaluate the trade-off
between the financialand environmental aspects (as well as amongthe different environmental aspects
themselves) of an emissions-reduction project.

e Private Value-Shared

Value:
SP-EP-FP

e Scope-Depth

Minoja 2012

This study argued that a company must adopt an ambidextrous and dynamic approach to balancingthe
conflicting needs of its stakeholders,and to meet its dual profitability-social responsibility goals.

e Private Value-Shared

Value:
EP-SP-FP
Stakeholder

e Scope-Depth

Ramirez 2012

This study argued that paradoxes areinherent to sustainable development and CS, and identified four types
(e.g. paradox of autonomy, paradox of renewal). It proposed that these paradoxes represent tensions
between conflicting objectives thatmay resultin either competition or complementarity.

o Measurement —

Management:
Management
Approach

Winnet al.2012

This editorial highlighted the need for new approaches (in management theory, inthe practiceof CS,and in
sustainability education) that would strengthen decision-makingin the face of CS trade-offs.

e Private Value-Shared

Value:
EP-SP-FP

Cainelliet al.
2013

This study found empirical evidencethat the relationship between sustainability (as GHG emissions intensity)
and profitability (as firm growth) was negative but dependent on contextual factors (i.e., depends on the type
of GHG under analysis, and the extent of regulatory emissions constraint).

e Private Value-Shared

Value:
EP-FP

Varenova et al.
2013

This study examined managerial perceptions of the conflict between social responsibility-profitability; found
that the majority of corporate executives perceived the conflictinstead as synergy, but did nevertheless hold
a “narrow view” (p. 190) of social responsibility.

e Private Value-Shared

Value:
SP-FP

132




Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

Venn and Berg
2013

This study found that in Base of the Pyramid ventures, the conflict between responsibility-profitability leads
to a negative compromise (trade-off) due to certain organizationalbarriers (includingresource constraints),
andthe inability to measure intangible benefits by traditional metrics. Itfound that these barriers were being
partially overcomethrough socialintrapreneurshipinitiatives.

e Private Value-Shared

Value:
SP-FP
Stakeholder

Wood et al. This study examined the decision-making process by which managers evaluate ‘unethical’ decisions involving | e Private Value-Shared
2013 the trade-off between environmental, social,and financial aspects.Itfound that the way managers approach Value:

unethical decision-makinginvolving trade-offs was influenced by how they “mentally represent the decision SP-FP

context” (p. 118, or ‘psychological distance’).
Bansal and This study argued that inter-temporal trade-offs are central to the concept of CS, andinherent inits practice e Private Value-Shared

Deslardine2014

(thus differentiating sustainability fromresponsibility).

Value:
EP-SP-FP
Time

Beckmann et al.
2014

This study proposed the use of an ordonomic approach (involving effective corporate governance and
stakeholder engagement) for firms to transformtrade-off scenarios (between environmental, socialand
financial aspects)into win-win gains.

e Private Value-Shared

Value:
EP-SP-FP

Epstein et al.
2014

This study found that tensions arethe source of trade-offs and synergies in CS (or ‘competition” and
‘complementarity’), and that these tensions tend to translateinto trade-offs in the short-term due to a
number of factors, chiefly resource constraints. Italso found evidence of an emergent paradoxical
perspective of tensions (whereby managers pursueboth trade-off and synergy strategies).

e Private Value-Shared

Value:
SP-EP-FP

Hahn et al.2014

This study extended the application of the trade-off framework presented in Hahn et al.2010 to cover
sustainability paradoxes and resolution strategies aimed atresolving them.

e Private Value-Shared

Value:
EP-SP-FP
Time
Stakeholder
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Contribution to
Framework
Reference Contribution to Trade-off Research
(Tension and/or Trade-
off Category)
Teng et al.2014 | This study found empirical evidencefor U-shaped relationship between profitability and responsibility e Private Value-Shared
(implyingthat CS carries a non-monotonic effect on financial performance). It also found supportfor the Value:
mediating effect of organizationallearning onvaluecreation/overcomingtrade-offs. EP-SP-FP
Time

Table 2-1: A summary of the references reviewed based on their contribution to trade-off research and to the proposed framework (in terms of
the emergenttension and/ortrade-offcategories theyincluded). This table is limited to the theoretical studies (described in Figure 2-3), which

have been listed chronologically.

Contribution to
Framework
Reference Contribution to Trade-off Research
(Tension and/or Trade-
off Category)
SUPPLY CHAIN
Handfield et al. | This study proposed an AHP (Analytical Hierarchy Process) model for supplier assessmentthatincorporates e Private Value-Shared
2002 traditional and (conflicting) environmental selection criteria; this model may be used as a decision-support Value:
tool intrade-off situations. EP-FP
Stakeholder
Holt and This study discussed the various conflicts encountered in sustainablesourcing decisionsin the cut flower e Private Value-Shared
Watson 2008 industry andtheir implications. These conflicts appear as trade-offs between various competing objectives, Value:
such as for example emission reductions vs labor rights. EP-SP-FP
e Scope-Depth:
Performance
targets
Implementation
approach
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Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

SUPPLY CHAIN (CONTINUED)

Chaabaneet al.

This study proposed a model for optimizing the trade-offs between traditional and environmental criteria

Private Value-Shared

2011 when designing ‘green’ supply chains. Value:
EP-FP
Wang et al. This study proposed a model for optimizingthe trade-offs between traditional and environmental criteria e Private Value-Shared
2011 when designing ‘green’ supply chains, usinga ‘total cost’approach. Value:
EP-FP
Wu and Pagell This study examined how firms incorporate environmental considerations into supply chain management e Private Value-Shared
2011 decisions,and howthey face the trade-offs (across timehorizons and performance dimensions)inherentin Value:
this process.Itfound that the firms under study successfully navigated these trade-offs through the use of EP-SP-FP
decision-support ‘rules’; the study was ableto identify several company-level archetypes based on the pattern Time
of ‘rules’ followed (termed ‘postures’).
Daiand This study proposed a model that combines QFD (Quality Functional Deployment) with AHP (Analytical e Private Value-Shared
Blackhurst2012 | Hierarchy Process)for supplier assessmentthat incorporates traditionaland triple-bottom-line sustainability Value:
criteria;this model may be used as a decision-supporttool in trade-off situations. EP-SP-FP
Stakeholder
Reuter et al. This study investigated the sustainability-profitability trade-off faced by purchasing managers in supplier e Private Value-Shared
2012 assessment (which manifested as either ‘cost-prevalence’ or ‘sustainability-prevalence’in supplier-selection Value:
decisions), when considering three different groups of stakeholders. It found that the degree of ‘formalization EP-SP-FP
of ethical culture’ and the proximity of the stakeholder group considered were partial mediatingvariablesin Stakeholder
the selection decisions.
Li 2013 This study proposed a model for optimizingthe trade-offs between traditional and environmental criteria e Private Value-Shared

when designing closed-loop supply chains.

Value:
EP-FP
Time
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Reference

Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

SUPPLY CHAIN (CONTINUED)

Nagurney et al.
2013

This study proposed a systems-based, game-theory model for the optimization of supply chain networks. This
model incorporates traditional and (conflicting) environmental criteria and considers the effect of multiple
firms in non-cooperative competition.

Private Value-Shared
Value:
EP-FP

Paksoyand
Ozceylan2014

This study proposed a model for optimizingthe trade-offs between traditional and environmental criteria
when designing ‘green’ supply chains, usinga ‘total cost’approach. Unlike Wang et al.2011, this study
considered the amount of ‘noise pollution’ generated and factored in different transportation variables (such
as roadroughness).

Private Value-Shared
Value:
EP-FP

Egels-Zandén et
al.2015

This study examined the different conflicts and trade-offs thatemerge inthe practiceof supplychain
transparency ata case-study firm, which ultimately lead to differing ‘transparency outcomes’ alongits supply
chain.

Scope-Depth

Measurement —

Management:
Management
Approach

MEASUREMENT/DISCLOSURE

Laine 2005 This study found empirical evidencethat the majority of firms under study defined sustainabledevelopment Private Value-Shared
intheir published sustainability reports in win-win terms; a discussion of trade-offs in the practice of CS was Value:
notably absent. EP-SP-FP

Hess 2008 This study proposed a conceptual model of social reporting based on three key reporting objectives (‘pillars’): Scope-Depth
disclosure, development, and dialogue. It discussed the tensions present within each (and among the Measurement —
different) objective (e.g., the conflictbetween disclosingrelevantinformationand disclosingfavorable Management
information), and their implications.

Delmas and This study examined the trade-offs encountered inthe ratingof firms’ environmental performance within the Private Value-Shared:

Blass 2010 domain of SRI (Socially ResponsibleInvesting). Itidentified a number of these trade-offs (e.g. trade-offs Time

between conflicting environmental targets, between short and long-term indicators,and between “what can
be measured and what should be measured” based on the overall relevance of the information captured, p.
248), and provided recommendations on how they may best be navigated.

Scope-Depth:
Performance
targets

Measur. — Manag.
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Referen

ce Contribution to Trade-off Research

Contribution to
Framework

(Tension and/or Trade-
off Category)

MEASUREMENT/DISCLOSURE (CONTINUED)

Herzig and
Godemann
2010

This study found that most of the sustainability reports under study did not make any mention of trade-offs or
conflicts between the various aspects of sustainability, and that the managers developing these reports
perceive discussions of trade-offs to be detrimental to the company’s image or its legitimacy.

Private Value-Shared
Value:
EP-SP-FP

Joseph 2012

This study described the various tensions and ambiguities encountered in sustainability reporting under the

Private Value-Shared

GRI (Global ReportingInitiative), despitethe framework’s effort at enhancingthe objectivity of the reporting Value:
process. EP-SP-FP
Stakeholder
Measurement —
Management:
Measurement
Approach
Cormier and This study tested the link between a firm’s environmental report disclosures, its social legitimacy (based on e Private Value-Shared
Magnan 2015 news media content), andits economic performance (represented by analystearnings forecasts)and found Value:
evidence of synergy. It also found that this synergy exists regardless of the motivation behind the disclosure EP-SP-FP
(whether the disclosures weredriven by financial or sustainable development considerations). Stakeholder
PRODUCT and PROCESS
Stuartet al. This study proposed a model for product/process improvements in manufacturingthatincorporates e Private Value-Shared
1999 traditional and (conflicting) environmental criteria, using a lifecycleapproach. Value:
EP-FP
Ahmed 2001 This study proposed a framework for integrating environmental considerations into operations management e Private Value-Shared

usingthe TQM (Total Quality Management) model; this framework may be used as a decision-makingtool in
trade-off situations.

Value:
EP-FP
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Contribution to

Framework
Reference Contribution to Trade-off Research
(Tension and/or Trade-
off Category)
PRODUCT and PROCESS (CONTINUED)
Byggeth and This study examined the effectiveness of various Eco design tools in evaluating trade-off decisions Scope-Depth:
Hochschorner encountered in product development and procurement. It identified various trade-off situations encountered Performance
2006 by managers/designers, for which they would need decision-makingsupport.Italso highlighted the need for targets
stronger decision-supporttools thatincorporatea weighting system for the different (conflicting) criteria. Measurement —
Management:
Measurement
Approach
Brysonand This study explored how two real-estate development firms inthe UK perceived and evaluated the trade-off Private Value-Shared
Lombardi 2009 | between sustainability and profitability, as they actively work sustainability considerationsinto their business Value:
models and operations. It found that a ‘discursive formulation’ of the notion of profitability helped mediate EP-SP-FP
the trade-off. Time

Chen and Zhang
2013

This study examined the trade-off decisions faced duringthe green product design process when considering
both traditional and environmental design criteria, under different technology frontier curves. Based on the
shapeof the frontier curve, this study proposed the optimal design/marketing strategies that would allow for
win-win solutions.

Private Value-Shared
Value:
EP-FP

Driessenand
Hillebrand 2013

This study examined the various trade-offs encountered inthe product development process as product
developers attempt to incorporate sustainability considerationsinto the product design,and to balancethe
conflicting needs of various stakeholder groups. ltfound that organizational learning canimprovethe firm’s
ability to effectively integrate multiplestakeholderissues during productdevelopment, which canimparta
competitive advantage.

Private Value-Shared
Value:
EP-SP-FP
Stakeholder
Scope-Depth:
Performance
targets

Liu and Huang
2014

This study proposed a model for production schedulingthatincorporates traditionaland environmental
considerations;this model may be used as a decision-supporttool in trade-off situations.

Private Value-Shared
Value:
EP-FP
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Contribution to

Framework
Reference Contribution to Trade-off Research

(Tension and/or Trade-

off Category)

PRODUCT and PROCESS (CONTINUED)
Martin-Pefia et | This study identifies the costs and benefits (and the conflicts between the two) faced by a case-studyfirm, e Private Value-Shared
al.2014 when investinginan EMS (Environmental Management System) to manage its environmental impact. It found Value:
thatinthis case, the benefits outweighed the costs of adoption. EP-FP

Table 2-2: A summary of the references reviewed based on their contribution to trade-off research and to the proposed framework (in terms of
the emergenttension and/ortrade-offcategories theyincluded). This table is limited to the applied studies (described in Figures 2-3and 2-4),

which have been listed chronologically.
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APPENDIXB: TABLES — CHAPTER 3

Coding Corporate Sustainability (CS) Approach lllustrative Quotes and Examples

Categories Codes

CS Practice | CS action-alignwith Standards e.g. reportingto GRI guidelines (Company, annual report) (Company 18, Annual Report)
CS action - community e.g. stakeholder educational programs (Company 17, Annual Report)
CS action - disclosure e.g. issuingsustainability report (Company 1, Annual Report)
CS action - disclosure-symbolic "Our cultureis positivenews" [inreports] (Company 10, Interview)
CS action - eco-efficiency e.g. energy efficiency (Company 12, Annual Report)
CS action - employee engagement e.g. community volunteering opportunities for employees (Company 11, Media Articles)

CS action - employee initiatives -symbolic | e.g. media reports indicatethat company failsto effectively implement employee wellness
program (Company 8, Media Articles)

CS action - green products e.g. re-engineering product lines (Company 15, Annual Report)

CS action - impactreduction e.g. switchingover to renewable energy sources (Company 15, Interview)

CS action - noncompliance e.g. pollutionfines (Company 1, Media Articles)

CS action - supplychain e.g. supplieraudits (Company 13, Media Articles)

CS Strategy | CSasadd-on "if sustainability were more of a strategic priority whichitprobablyisn’tright now [for us]"

(Company 14, Interview)

CS based on systems science "drove us towards the metrics that we have interms of the cap on emissions as well as having
science-based targets for our own emissions and our own products" (Company 4, Interview)

Integrated CS strategy "it's not likeyou’re sayinghere’s the environment here’s operations, it’s kind of seen as partof

operations as much as exploration or anysort of longterm partof the business, it’s kind of
really fairly well [embedded]" (Company 1, Interview)

Triple Bottom Line (TBL) notion of CS "This idea of triplebottom linewhere everything is balanced and considered equally" (Company
3, Interview)

Top management - not supportive of CS "That’s a function of not necessarily having board level mandate [for CS]" (Company 18,
Interview)

Top management —supportive of CS "And so, you know, possibly we’'ve experienced less trade-offs than the other organizations,

because we dedicate these resources ina way that’s you know maybe a little bitmore robust
compared to other organizations [..]. We arereally proud of that and | know that our executive
level are (sic) really proud of [our CS report] and speak about it a bit" (Company 7, Interview)

"There is very strong support here for the work that we're doing" (Company 7, Interview)
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Coding

Corporate Sustainability (CS) Approach

lllustrative Quotes and Examples

Categories Codes
() Business case motivation "Do our customers care[about particular CSissue]? Do ourinvestors care? We don’t seem to
Motivation think so" (Company 16, Interview)

"So interms of our approach andallocation of resources toit, | would sayit’s an extension of
our overall business philosophy thatwe attempt to be as efficient as possible,and until there’s
a clearincentive or motive for us to do more, until itimpacts our business operations or our
personnel or there can be a business casefor us to increasethe resources associated with it, we
would not make that decision" (Company 14, Interview)

Business prioritized

"If we are strugglinginthe market then our decision would be, a more cost-effective decision
would be made, but if we're doingwell, then they might be looking,lookinto some further
options that might, inthe long run will increasetheviability of the facility, however inthe short
term it looks like a bigoutlaying of money, so. | think it's based on how we’re doinginthe
market" (Company 13, Interview)

Competitiveness - benchmark against
peers

"I mean, some of them [investors] might [care about a particularCSissue] if we're ranked
amongst our peers at certainthings, but ifthey’re not, there reallyisn’ta business benefitto do
it" (Company 16, Interview)

“Our organization tends to try to norm towards its peers” (Company 7, Interview)

Competitiveness - leader inindustry

"In order to be considered leaders we sortof internally wantto have investments inrenewable
energy" (Company 10)

Compliance

"We consider ourselves compliance heavy" (Company 14, Interview)

CS actioninreactionto pressureor
scrutiny

"There’s a reputational costfor the kind of negative stories that come out about [particular CS
issue]" (Company 11, Interview)

"it's not our customers that aregiving us more of the pressure, some are, but it's mostly the
[...] activists groups, and their campaigns targeting [our company]" (Company 16, Interview)

Creating shared value

e.g. atelecom company that provides its customers with internet access, and society with
enhanced opportunities for connectivity (Company 11, Annual Report)

Customer demand motivates CS

"I would say our company atthis stage because we have not necessarily beenincentivized by
our customers, that we don’t go the full extent of executing sustainability reporting to the same
level that our customers do or that other organizations intheindustry do" (Company 14,
Interview)

Driven by stakeholder expectations

"There’s quite a bit of stakeholder demand for that" (Company 11, Interview)
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Coding Corporate Sustainability (CS) Approach lllustrative Quotes and Examples
Categories Codes
cS Employee expectation drives CS "This general perception that’s out there that millennialsand others are looking for companies
Motivation that align to their values and one of those values increasingly relates to environment, | would

(continued)

say" (Company 7, Interview)

Ethical values

"We really wantto build a sense of confidence, a senseof trust, a sense of integrity, with our
stakeholder audiences" (Company 15, Interview)

Social licenseto operate

"Maintainingasocial...licenseto operate" (Company 2, Interview)

Systems-view of community

"Our communities in which we operate" (Company 9, Annual Report)

Systems-wide benefit (beyond shared
value)

"If you're addingvalueto society by some measure [interms of setting science-based GHG
targets]" (Company 15, Interview)

Temporal
Orientation

Future orientation

"You have to think 15 - 20 years ahead becausewhen you startcreatinga new [transportation
product], it’s going to go out maybe 10 years,so what will bethe landscape of the industry the
worldin 15 years, you have to think ahead, and | think that being a visionaryyou haveto say
that maybe you won’t see the benefits now" (Company 12, Interview)

Short-term orientation

"[Our] worldis very much driven by quarterly financial results and annual results" (Company 17,
Interview)

"If we cansavemoney now, that’s a better propositionthanifwe cansavemoney later"
(Company 10, Interview)

Table 3-6. Categories and codes related to the corporate sustainability (CS) approach taken by the companiesinthe sample, alongside

illustrative quotes fromthe interviews and archival material. Allrows under ‘Instrumental or Integrative’ that are left blank and shaded

representlogicneutral Corporate Sustainability (CS) Approach codes.
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Coding Trade-Off (T/O) Experience lllustrative Quotes
Categories Codes
T/0 T/O arebinary "So, we're always strugglingto do the best in business and do the bestin environment, and not
Qualities always beingableto accomplish that" (Company 13, Interview)

“I mean | see the benefit of [CSinitiative] justbecausel’minsustainability, butifl’m talkingto
somebody inthe operation or someone on the management board, they you know, they’re
going to wonder well how’s ithitting our bottom line,andif itisn’t, then why are we wasting
time” (Company 16, Interview)

T/O arenon-binary

"I wouldn’t sayit’s a blackand white trade-off where you would say yes we have to do thisand
no we're not doing thatand sortof a simpleyes or no pass" (Company 4, Interview)

"So backto your original question,it’s not a binaryyes or no interms of trade-off, ithas to be a
conversationandithas to look atall the moving parts and doesn’t deal with itina sort of
simplisticaggregateway" (Company 4, Interview)

T/0O arestrategic allocation decisions

"I think at that top level when you actually startlookingatsome of the longer, your timeline
gets expanded a bit, those trade-offs kind of become a lot, how do | put this ... some of the big
the money spent on maybe you have to manage these kind of more, you have to manage these
sustainabilityissues ina smartproactiveandintelligentway if you’re goingto actually operate
the mininginthat longrun. So | guess inthat sense they aren’t so much trade-offs as they are
mostly to more smartinvestments" (Company 1, Interview)

T/0 areubiquitous

"Well there’s a lot of trade-offs we have to do becausethere’s alot of challenges we face"
(Company 19, Interview)

T/0 areproduct of constraint

"I think there will always be certain trade-offs that have to do with availablebudget for a
certainactivity" (Company 11, Interview)

T/O changeover time (binaryinshort-
term, non-binaryinlong-term)

"I thinkreally when you actually startlookingatthe medium and longrun, these aren’t kind of,
obviously when capital isscarce or when you’re only actually goingto do business decisions you
have to be very kind of smartabout it, but | don’ t thinkthey become, it's more likewhat kind
of things you caninvestinas opposed to your trading off x versus y" (Company 1, Interview)
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Coding Trade-Off (T/O) Experience lllustrative Quotes
Categories Codes
T/O Types | T/O between CS performance vs business "And inthe past, | think that sustainability because we’re soreliability focused, | think people

performance

haven’t, or executives inthe pasthave not seen the linkages between reliabilityand
sustainability" (Company 18, Interview)

T/O between CS performance vs business
performance (in investment decisions)

"A lot of banks have already pulled out of investingin coal, so that would have been the other
one. Now it's justoil and gas, that could still bea concern for some shareholders and
stakeholders but that's really the only one where we have a trade-off" (Company 5, Interview)

T/O between CS performance vs business
performance (in reporting)

"As a business wefind ourselves most accountableamongst our stakeholders to our
shareholders, and the business performance of our operations, and so some of the costs and
the resources associated with sustainability reporting, | would say would counter some of that
business performanceobjectives" (Company 14, Interview)

"Some of the indicators we might see as competitive intelligence where we wouldn’t be ableto
disclose" (Company 11, Interview)

"In sustainability reporting one of the challenges thatl thinka lotof companies are faced is who
the audienceis thatare preparingthat material for,and there’s a tension between the use of
that material and the use of a sustainability reportfor a broad audience" (Company 4,
Interview)

T/O between material CSissues

"The abilitytodo a process such as a materiality assessmentallows you to sort of put
everything on the table and rather than sayingyes and no to one or another topic, itallows you
to justputitinto a format that facilitates discussion and maybethe trade-off isit's not so much
yes we're goingto do this and no we’re not goingto touch that, it's we're goingto spend our
majority of time and energy inthis area but we also can’tforget aboutthis other thing"
(Company 2, Interview)

T/O between measurement - management

"So, | guess the trade-off would be you have, you go from multiplesmaller maybelocal
projects,that arejustcoordinated at local levels, or notcoordinated at local levels, to a more
centralized coordinated maybe larger scaletypeinitiatives thatmaybe don’t have the breadth
andthe reach of the littleones, but | think have, are more sustainablefroma business
perspective" (Company 18, Interview)
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Coding Trade-Off (T/O) Experience lllustrative Quotes
Categories Codes
T/O Types | T/O between scope - depth (of report) "You can’tincludeeverything and the kitchensinkinyour report, you know, you try to keep it

(continued)

streamlined [by focusing on] what was relevant this halfyear, versus putting every single
initiativethatyou’ve done as a bullet point, sol think that’s a trade-off too, to make surethat
you’re giving enough information that you know... but not too much, where it's justno longer a
good communication document, you know" (Company 11, Interview)

"One of the things we struggle with historically is whether to report on absolute greenhouse
gas emissions or greenhouse gas emissions intensity,and what | mean by intensityis the
emissions per kilogram of product or some other, or revenue, or some sortof indicator thatis
managed as anindex. And we thought a variety of different ways about that kind of trade-off
over the years" (Company 15, Interview)

T/O between competing stakeholders

"I guess the trade-off wouldalsobe ifyou’re tryingto approach oneaudience or message to
one audience, it comes backto the stakeholder thing, who is your audience? So determining
who your audience is going to determine the messagingand maybe the direction of your
reporting and of your strategy" (Company 18, Interview)

"... Competing stakeholders, different stakeholders had different ideas of what would help
advancesustainability for the planet and for the company" (Company 15, Interview)

T/O between performance areas over time

"There’s definitely trade-offs interms of sayyou know how far we cango insetting longer term
targets" (Company 17, Interview)

T/O between personalizationvs alignment
of CS approach with peers

"So, lookingacross the... industry and saying whatdoes this company do, what does this
company do, how do they releasetheir reports, and that's a bitof a trade-off too becausethe
objectives of our company might be different than saya [different] company, even though
we're under the broad [industry] sector umbrella” (Company 18, Interview)

Table 3-7. Categories and codes related to the study companies’ experiences with trade-offs (T/0), alongsideillustrative quotes from the

interviews and archival material.
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Coding
Categories

Decision-Making Process
Codes

lllustrative Quotes and Examples

Reflexivity

Solicitfeedback from employees

e.g. through internal CS messaging and feedback system (Company 12, Interview)

Solicitfeedback from stakeholders

"We would get external views on that sort of our stakeholders view on that [issue]"
"So, we spent a lotof money doingthe research, we backed itup with lots of communication
andoutreach, PR, in-storesignage, lots of things" (Company 16, Interview)

"[...] andthe feedback is helpful to be ableto go backto those stakeholders we interviewed for
the assessmentand show them what the end results were and the output, andthat| thinkto
continually build trust with our stakeholders as well. It's a good feedback mechanism"
(Company 2, Interview)

Solicitfeedback - lack of

"I don’t know [if human resources department at company] whether they’ve gone out and
tested that people were tryingto recruitfind environment to be a more important valuethan
what our customer results came to be showing" (Company 7, Interview)

Decision -
making

Continuous improvement

"I think the idea that decisionona particularrisk or a particular trade-off ends with that
decisionldon’t think is accurate, in most of the ways that we would operate, you’re lookingat
a continuous model where even if you make a decision, thatdecisionis revisited" (Company 4,
Interview)

Follow pre-determined decisioncriteria

"We alsohavea very structured riskassessmentprocess, that has various criteriainit,
everything from a, you know, environment to financial to social reputational health and safety
risks, all of those things that have different criteria associated with them on what and how that
would providea steer to how you would assess therisk" (Company 4, Interview)

Resolve T/O by counterbalancing
elsewhere

"Well,you have to try and balanceitwith the other things that you are doingthat have positive
impacton the environment [...] So that’s how you can counterbalance" (Company 5, Interview)

Shared decision-making

"You would get the environment group, the business group, and discussingallthe options"
(Company 13, Interview)

T/0O decision tied to stakeholder power

"It depends on which lobbyis more, efficient or effective or powerful" (Company 6, Interview)
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Coding

Decision-Making Process

lllustrative Quotes and Examples

Categories Codes
Decision — | Set minimum baseline of CS commitments "We didn’t have the capital availability oncethe recessionstarted in 2008/2009. So, we had to
making make some trade-offs and didn’t end up achievingthatenergy efficiency goal, we focused on

(continued)

the other goals [...] so the way we looked at that particular decision was thatwe really needed
to make sure that we kept several other things in playthat ended up being a higher [CS] priority
than spendingcapital on energy efficiency" (Company 15, Interview)

Risk-based assessment of T/O

“I wouldn’t sayit’s a blackand white trade-off where you would say yes we have to do this and
no we're not doing that and sortof a simpleyes or no pass,itis more of how do we lookat the
spectrum of risks we’re trying to manage and navigate through itina way that mitigates those
risks to be possible?” (Company 4, Interview)

"The way| thinkaboutitis more arounda risk management exercise. And so, when we look at
trade-offs or when you look at these differentissues we're always lookingatitthrough arisk
lens.You know, whatis the risk, whatare we trying to manage, what arethe different variables
or factors that go into that particularissue,and the solution may not always be win-win
necessarily, thesolution always hasan element of what is necessary to mitigate the risk that
we're tryingto manage and as youdissectthose particularissues, which particular riskarewe
most focused on" (Company 4, Interview)

T/O resolution needs integrated CS
strategy

"It's definitely builtinto the strategy overall and those business goals, so our board has
developed five-year business goals,and so we have to see which ones those decisions or trade-
offs align with, those goals thathave been made going forward" (Company 9, Interview)

T/0 resolution needs integrated CS
strategy - caseof no strategy

"So, without a clear vision fromthe board level that aligns CSR with the company objectives or
with the theme of the company, it’s been very tough to pull together all of the very good
elements into one kind of report or one type of strategy" (Company 18, Interview)

T/0O resolved through innovation

"A lot of the intellectual capital thatwe produce is a resultof the way in which we do things
and how we do things [with regards to T/O decision-making],and that to me is equally valuable
from an innovation perspectiveand so that’s how | would take a look at this, is this is soft
innovation, butit’s equally importantto drive performanceinthe longrun" (Company 15,
Interview)
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Coding
Categories

Decision-Making Process
Codes

lllustrative Quotes and Examples

Target-
setting

Break down long-term goals into short-
term as well

"Well, we wouldwork atitinternallyinincrements. So, we wouldn’t scareour people away by
talkingto them rightaway about 2050, science-based targets are set to 2020 rightnow, as a
firststep. So, you want to say you have a science-based target, you would at leastneed a target
to 2020.That's five years out. So, one of the ways we would get towards a science-based target
is to talk mainly about 2020 first, five years out, and then the other you know" (Company 17,
Interview)

Learning

Measurement drives change

"We saved, or we helped 200 people or something likethat, it's something that caninfluence
the decision.And a financialinstitution will love numbers" (Company 6, Interview)

Track wider trends in sustainability

"And the other thing that we’re going to see a lot of change happeningis [particular CStrend]"
(Company 4, Interview)

Earlyinsustainability journey

"That we're still earlyin our sustainability journey so we're learning" (Company 9, Interview)

Knowledge sharing

"where | see alot of sustainability goingis more partnerships, I’'msure you’ve noticed this too
in other businesses, sooneexample where we've done that [is inour supplychain] to help
manage our [supply chainimpacts][...] we're actually nowa member of a group of [...] other
global [industry] companies who audit[...] tier one suppliers, wesharethe auditresults [...] so
[that] each company is assigned an auditto do, but we sharethem together. So we do our five
[audits] but then we're getting the five [other auditreports] everybody elseis doingamong the
other companies, soit’s kind of a findinga way to scalethings that areissues thatwe can’t
tackleon our own" (Company 11, Interview)

(&
Capabilities

CS system and processes in place—lack of

"Like many organizations weactually don’thave the systems and processes in placenecessarily
to aggregate the informationrequired to aggressivelysettargets. Or report at a certainlevel,
even inparticular for the socialindicators or humanresourceindicators within sustainable
reporting, sothat is a trade-off that we accept" (Company 14, Interview)
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Coding Decision-Making Process lllustrative Quotes and Examples
Categories Codes
Cognitive Previous CS experience impacts current "[previous experience has had a] Huge [impact].Big, because when we’re tryingto push
Limitations | decisions another initiativethrough, they’re going to look at the [previous CS initiative] exampleand
on CS they’re goingto say, well, you know, that didn’t really resonate with the customer, do you want

to do this all over again? And spend this amount of money again?" (Company 16, Interview)

Missed opportunity for sustainability win-
win

"From a reliability perspective, we're regulated that we need to go inand we need to trim
down trees we need to cut back brushthat could potentiallyimpactthe lines, but in doingthat,
ifyou want to tie it to [company's brand mission],you cansay, you’re takinga naturalized
corridor thatmay have justbeen basically clear cuttrimmed or mechanically cleared for years
andyears, you have the potential for aninvasivespecies tocome in, things likethat which have
negative impacton the environment, and you cansay, we have biodiversity initiatives that
actually, if we come inand do trimming we can re-plant different seed mixes for increasingthe
biodiversity of that structure of corridor, encourage pollinator species like monarch butterflies
and other types of animals and wildlifeto come back, to help actually makethat corridor more
user friendly for pedestrians,and before we go into cut, being ableto reach out to the
community of people and say, yes, we are mandated to do this clearing, however, as partof
this job we’d alsoliketo do this, from a biodiversity and sustainability perspective, it actually
prevents the community from being resistantto us doingour work" (Company 18, Interview)

Table 3-8. Categories and codesrelated to the study companies’ approachesto trade-off (T/O) decision-making, , alongsideillustrative quotes

fromthe interviews and archival material.
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APPENDIXC: TABLES — CHAPTER 4

Categories Codes lllustrative Quote
Perceptions | Trade-off-related disclosures as "[On why trade-off discussionsarenotincludedin the report] We want to make surewe’re
of Trade- descriptions of decision-making process reporting on the outcomes of [our sustainability programs]. So, what we've identified as being
off-related important [...] then we want to make sure we're reporting on the actual issues as opposed to
disclosures the process that we’'ve used to get there, becausewe are usingindustry standard process soits
not necessarily thatthe processis asimportantas theoutcome inour view." (Company H,
Interview)

"So [discussions of the materiality trade-off process are] a helpful storyto tell [...] to raise
awareness with our readers on the process we go through" (Company |, Interview)

"So we wouldn’t really talk about the trade-offs. We would still rather talk aboutthe benefits
still of why we didit, and you know and the impacts thatit's having, and the partnership that
was builtand the fact that other [companies]joined and did the samething, sowe would
always try to find the positiveand not focus on what didn’twork." (Company M, Interview)

Trade-off-related disclosures as ‘bad news’ | "I’'m wondering if there’s anything where we underperform andtalkabout trade-offs".
(Company E, Interview)

“To make ananalogyagain with the financialreportingside[...] [inannual reports] you’re not
being asked to talk about where you spend your money stupidly over the year. Where you
made a mistake.” (Company B, Interview)

“It's not necessarily on our radar todiscloseour shortcomings, or really aggressively be
transparentabout the trade-offs that we face.” (Company N, Interview)

Reasons Due to limited messagingspace "I think [our communications team] have a culture of 'you can only have so many messages out
against there about a company inone week, andifyou minimize, or if you take away from that number
including the number of times you can positively talkaboutyour company, then itis a detriment."
Trade-off- (Company B, Interview)
related
disclosures
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Categories Codes lllustrative Quote
Reasons Immaterial -under standardized reporting | "[On why trade-off discussionsarenotincludedin the report], becausewe areusingindustry
against process standard process soit’s notnecessarily thatthe processis asimportantas theoutcome inour
including view." (Company H, Interview)
Trade-off- Immaterial — Trade-offs areinternal "You know, those are kind of internal conversations thatl don’t think hit the public domainvery
.related business decisions often" (Company R)
disclosures

(continued)

"Those trade-offs are strategicanyway[...] they’re strategicto the organization and trade-offs
are made every day, not juston sustainability agendas, right? Nobody has enough budget or
enough people to do everything, business leaders are constantly makingtrade-off decisions on
strategy all the time, and there’s strategic decisions thatarenot necessarily communicated out
externally" (Company E)

“We would look at that [trade-off discussion]internallyandassessitinternally butwe wouldn’t
reallytalkaboutitpublicly” (Company M)

Immaterial —Due to lack of stakeholder
demand

“I wouldn’t say [trade-off discussions] should bewithheld[...] | know we communicate our
materiality [trade-off] process.| know in the pastthere was a report we had inthe GRI or
wherever we said when we don’t disclosesomething we give them a why [...] We've found over
the years things we didn’tincludein the report too or things we didn’tincludeinthe GRI index
because we didn’t consider them material and we’'d get various questions from people[...] and
we end up includingitinthe report because we get questions [...] So when there’s stakeholder
feedback [requesting trade-off related discussions][...] we'll respond” (Company O)

Immaterial — Reporting is 'story-telling'
(positive outcomes only)

“I mean likeability for a brandis based onall kinds of stuff[...] There’s so much other stuff going
on, why do we need to add this to the mix[...] And how could we tell a bad story ina good
light?" (Company B)

“I mean honestly from my perspective when I’'m developing our sustainability report, a big part
of my [...] objectiveis to positionthe company inthe most favorable possibleway" (Company E)

"When I’'m telling our sustainability story, I’'mlooking for the best story to tell,and the
highlighting of our best trackrecords, and listing of our best data, and | tend to put a lot of time
and effort and energy intellingthat (sic) so we don’t get a lotintothe trade-off area"
(Company E)
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Categories Codes lllustrative Quote
Reasons Immaterial —Reporting is 'story-telling' “[On why trade-off discussionsarenotincludedinthe report] businesses you know, are they
against (positive outcomes only) really goingto write 'this was a real strugglefor us to be ableto publishthis information'?...
including (continued) There’s very littlereward for sustainability reporting, and until ... analystsstartrewarding
Trade-off- transparency and you know candidness, then something [i.e. some discussion on trade-offs]
related probably" (Company R)
disclosures

(continued)

"[Reporting] is not about religion, we’re not going to confession, right. This is business, and the
factis,ifa company is doing something wrong, they’re going to cover it up anyway, so why
make companies make sort of likethese simplelevel irrelevantthings, right? [At another,
scandal-ridden company], people went to jail.ltwouldn’thave mattered if they had
transparencyintheir report, those things still would have happened" (Company B)

Negatively impactreputation

"Our [reporting] cultureis only to talkabout how good we are and so we don’t put negative
stories out there [related to trade-offs], and we don’t do that becauseit could negatively
impactour reputation" (Company B)

Negatively impactstakeholder
relationships

"We wouldn’t have mentioned the trade-off. That's something that internally wetalk about
how itdidn’t really resonate with customers ... it's not something that we would putin a
report. It's not something that we would say well you know we didn’t get anycreditfor
[particularsustainability initiative that demonstrated a sustainability trade-off] and our
customers didn’treally supportitfor us ... because then [if we report on the initiativeandits
underlyingtrade-off] it would seem like we were assigning blame or something to our
customers which we would never want to do. We would never want to accusethem of not
supporting us or something, so we wouldn’t take that angle" (Company M)

Reasons for
including
Trade-off-
related
disclosures

Standards organizationsencourage
'balance’

"Reporting groups and standards aresayingthatbalanceactually helps your reputation
because itshows the more human sideof a corporation, but the internal cultureatour
company is not that, they sayno that is nottrue, and in our marketing stuff we will notdo that"
(Company B)

Motivated by employee expectations

"[On what motivated the companyto includea discussion of the materiality trade-off process in
their report] For [our] employees ... Because there are employees that work a lot to have some
social engagement or environment ... and it's important to recognize that" (Company F)
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Categories

Codes

lllustrative Quote

Reasons for
including
Trade-off-
related
disclosures
(continued)

Gives stakeholders confidenceinfirm's
sustainability management capacity

"What we do is everyone wants to talkabout that everyone wants to hear about, but how we
manage these issues on behalf of our shareholders, on behalf of the communiti es [and] the
stakeholders that have a vested interested in how we operate, that's equallyimportantfor
people to understand. We need to provide the confidenceto people that we have these issues
under control, they’re well managed, they arewell understood, and we have good programs in
placeto mitigate any residual risk or anyissues thatmay arisethatare out of the ordinary.
That's what gives ... the communities and our stakeholders’ confidencein the organizationand
its approachtothese issues. A good organization should beableto describethat and describeit
well. If they manage itwell" (Company D)

Enhance transparency and authenticity,
and build stakeholder trust

"[On why company would consider reporting on trade-off discussions, e.g. materiality trade-off
process] To keep a balanced report, to be transparent, to build trustwith our stakeholders, to
have some level of accountability" (Company)

Reporting as "comprehensive reference
document" (vs story-telling)

"[Our sustainability reportis] pretty thick,and we’ve tried to make itreadable... butit’'s
readablekind of likean encyclopedia, it's more likea reference document. And we’ve hada lot
of people come backandsayit’s boring,it’s not readable, you know, and we put stories and we
put pictures inthere but at the end of the day I’m tryingto create a comprehensive reference
document so that nobody canlegitimatelysay ... you're not being transparentabout this
importantindicator" (Company G)

Table 4-4. Categories (and underlying codes) related to trade-off disclosures in sustainability reports thatemerged from the interview data,
alongsideillustrative quotes.
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Trade-off Trade-off Codes lllustrative Quote
Category
Outcome Negative sustainabilityimpacts “In 2012, our construction sites recorded 14 such reportablespills orincidents. None of these

smaller spillsresulted in environmental damage, or led to any prosecution, injunction, sanction
or fine [...] Canwe do better? We absolutely believe we can" (Company 96, Report)

"[Company] made a strategic decision tosignificantlyinvestin our Canadian operationsto
increasescale, technology and productivity. The Company is investing more than $1 billion to
establish a highly efficientsupply chain on a North American basis. Whilethis willresultina net
jobreduction, it will increaselong-term security for thousands of skilled jobs and providea
platformfor sustainable growth. It will also secure domestic markets for grain, hog and poultry
farmers that supply [Company] and, ultimately, in the distribution system of our products into
stores and restaurants —everything alongthe valuechain from farm to fork. [Company] is
strengthening the Canadianfood sector and further securingour role as a global agribusiness
leader." (Company 91, Report)

"To mitigate any direct impacton the turtles’ habitatduring development, [Company] has
taken steps to keep construction activities off the beach." (Company 39, Report)

"There were two fatalities associated with our construction activities in 2012. Both of these
events were fully preventable, unnecessaryand unacceptable.Inresponse, we issued lessons
learned reports company-wide reiterating the need to always fully comply with existing
[Company] Critical Risk Control Protocols. This document sets the minimum safety standards
for all our high-risk activities." (Company 96, Report)

Materiality

"We have chosen to largely focus our [report] discussion on 10issues thatkey stakeholders
have found to be most material to our business.These issues were identified through a
materiality assessment][...] [which] was based on the process outlinedin the Technical Protocol
of the Global Reporting Initiative (GRI)." (Company 31, Report)

"We use a materiality assessmentto focus our report on our most significantsustainable
development issues.Our process was developed inlinewith the GRI guidanceon materiality
and completeness [...] Itinvolves identifyingand prioritizingissues affecting our business and
stakeholders over the next three years from internal and external perspectives." (Company 24,
Report)
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Trade-off
Category

Trade-off Codes

lllustrative Quote

Change

Changingpriorities

"Given the emergence of industry bestpracticestandards and the evolution of the shale
regulatory environment, in 2013, we began transitioningawayfromour own ... Operating
Principles toward emerging industry best practices. As we move forward, we remain committed
to developingshaleresources inasafeand responsible manner, engaging with stakeholders,
providingreal benefits to local communities and protecting the environment." (Company 48,
Report)

"Although [sustainability] is critical to our long-term success, challenging market conditions
required us to take steps to improve our competitive positionand balancethe anticipated near-
term production requirements of our facilities. This resulted inan announced reduction to our
workforce (1,045 people), most significantlyin [particular businesslines] [...] For those
impacted by the reductions, we provided financial and transition resources that exceed those
typical of the industry.[...] As we look ahead, the continued support and development of the
more than 4,800 employees who remain part of our team will bea key priority." (Company 46,
Report)

"In 2013 we sold several businesses that were not core to this vision, including our [specific
business lines]. Wealso completed a strategic review of our [particular] business, which
culminated in the saleof our 90% ownership of [details of business sale] [...] Whilewe have
executed significantchanges to our business mix and assets, our organizationalvaluesare
constantand underpin everything we do. A cornerstone of the “new [Company]” will be to
increasingly defineand integrate corporate social responsibility and s ustainability into our
operations and decision-making." (Company 91, Report)

"Although we reduced our workforce, we redeployed over 90 people into new roles. We are
driving more accountability deeper into the business, creatingjobs thatare more rewarding
and challenging. As we reshape the way we run our business, our peoplesaved us millions of
dollarsthrough programs that encouraged them to suggest andimplement operational and
costefficiencies. We have invigorated a grassroots focus on operational excellencethat means
our employees areat the core of improvingour business." (Company 48, Report)

"In 2014, [Company] completed its reorganization, consolidated the positioningofits banners,
all the whileplacingour customers at the center of our decisions. These three fundamental
pillarswill help ensurethe long-term health of the company and preserve our ability to operate
inasociallyresponsiblemanner. Today, [Company] sits on stronger foundations andisina
positionto maintainits commitment to sustainable development" (Company 61, Report)
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Trade-off Trade-off Codes lllustrative Quote
Category
Change Stakeholder demand "Interest in [corporate responsibility] and sustainable businessis shifting both internallyand

(continued)

externally. We're seeing a greater number of customer requests for sustainability-related
information and data to help them deliver value." (Company 67, Report)

"Preventing, mitigatingand quickly respondingto spills within our operations areimportantfor
a number of reasons, including mitigating environmental disturbance, preserving operational
integrity, avoiding costly fines and managing reputational and socialrisks. Thesefactors are of
particularimportancegivenincreasing stakeholder concernregarding the safetransportation of
oil and natural gas liquidsas itrelates to pipelineinfrastructure." (Company 38, Report)

"In workplacesurveys, our employees told us that work- lifebalanceis a top priority for them.
We're addressingthis need through a [...] [flexible employee work schedule program], which
builds on traditional arrangements such as job sharingand compressed work weeks to provide
employees with more options for part-time and full-time mobility." (Company 11, Report)

"The ability to confidently measure, report and manage the emission of methane, carbon
dioxideand other air emissions like Sulphur dioxideand nitrogen oxides ensures that we are
ableto meet our regulatory obligations and creates opportunities toimprove operational
efficiency. Moreover, by creating effective and efficient management programs, we can
proactively address concerns related to climate change and air emissions —important
stakeholderissues thatcanimpede our sociallicenseto operate over the shortandlongterm."
(Company 38, Report)
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Trade-off
Category

Trade-off Codes

lllustrative Quote

Scarcity

Constraint

"[On switchingto renewable energy] It's no easy feat, becausein many cases a store’s electric
meter isinalandlord’s name, not [Company’s]. And many states and countries don’t offer the
ability todirectly purchaserenewableenergy." (Company 19, Report)

“When itis necessaryto flare or divert gas, we adhere to regulatory requirements and take
every possibleactiontoreduce the duration of each incident. We will also decreasethe amount
of bitumen feed into the Coker in order to minimize emissions” (Company 20, Report)

“Reducing our business travel contributes to our energy conservation goals [...] When travel is
required, [our] employees are asked to combine trips and meetings to make each business trip
as efficientas possible. Qur travel policy also encourages employees to walk, bike, and carpool
and use public transportation or hotel shuttles whenever possible.” (Company 25, Report)

"We are proud of the progress we’ve made — and the path to 50% recycled inputs by 2015 is
clear.To be candid, however, achievingthe remaining30%is less clear. It will testthe limits of
our company and require us to move even more aggressivelytoward a closed-loop model
across all of our operations and products." (Company 34, Report)

Plurality

Competing objectives

"[Target:] Reduce company-wide greenhouse gas (GHG) emissions per ton of product from
2012 levels ... [target status:] Not achieved [...] We did not achieve a reduction in GHG
emissions dueto the restart of our [location name] ammonia plantwhere we produce a greater
proportion of more GHG intensive products." (Company 46, Report)

"As our business activity increases, the number of employees increases, as does their
associated officearea. This business increaseresults inincreased GHG emissions,as shown on
the chartabove. Conversely, when business activity decreases, the company’s GHG emissions
decrease." (Company 94, Report)

“We made some progress across our sustainability pillarsin 2013; however, our focus on
completing our [specific productline] strategy has meant we have not achieved the pace of
progress we want. Our focus and progress behind pursuinga strongsustainability program with
clear goals willacceleratein 2014 and beyond” (Company 91, Report).

Table 4-6. Categoriesand underlying codesrelated to trade-off disclosures in sustainability reports that emerged from the report data,

alongsideiillustrative quotes and examples.
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