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Abstract

The discussion of human activities exploiting natural resources and their environmental
impact has gained more traction throughout the past decade. Especially the role
corporations play in these developments has caused a shift within corporate strategic
considerations. As a result, today, many companies assume increasing responsibility to
improve their sustainability performance. Large, international corporations have a unique
position to make significant contributions to global efforts towards sustainable
development. However, in order to develop a successful sustainability strategy, companies
must first understand the magnitude of the challenge of strategic sustainable innovation. We
therefore set out to contribute to a more holistic understanding by identifying the key
features of ongoing strategic sustainable innovation processes in large, international
companies. Using the Framework for Strategic Sustainable Development (FSSD), we
conduct a cross-case analysis through document reviews of, and semi-structured interviews
with three large, international companies. Our findings suggest that companies need to
consider three key success factors when developing a comprehensive sustainability
strategy: (1) building strong communication channels throughout the organization and
within the system, (2) creating a flexible and agile decision making process by applying
backcasting from an overarching principle-based vision, and (3) developing a holistic
strategy covering all aspects of sustainability while focusing on core operations of the

business.
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1 Introduction

Our modern and digitized world makes it impossible to avoid changes in a business
environment and requires the ability to adapt and adjust one’s way of thinking and address
those changes in both strategic and operational corporate processes. In recent years, the notion
of a VUCA, a vulnerable, uncertain, complex and ambiguous world, has been gaining
popularity as a term to describe the increasing inability to grasp the complex and dynamic
nature of the world which is considered to be uncertain, complex and on the verge of crazy
(Fallstrom, 2017). Early on, Max Weber (1915/2009, p. 351) has argued that “the various
value spheres of the world stand in irreconcilable conflict with each other”. Perhaps quite
drastically stated, it has certainly become increasingly pivotal for corporations to understand
how to balance the different influencing factors of their business environment as well as the
impact of business practices themselves. Human activities threatening sustainability are
interconnected and multifaceted on a social, economic and ecological level: Climate change,
biodiversity loss, degradation of the oceans and deforestation, resource depletion, social

inequalities and human rights abuses to name a few.

In 2015, Agenda 2030 for Sustainable Development together with its Sustainable
Development Goals (SDGs) was adopted by the United Nations. The Agenda lays out an
ambitious set of goals for all UN member states that aims at achieving sustainable
development through actions that target the economic, environmental and social dimensions
of our societies (UN, 2021). Agenda 2030 puts sustainability at the forefront of the political
discourse, and serves as a reminder that corporations also need to become more aware of their
role in promoting sustainable innovation. So far, many corporations reacted to these changes
by adapting their strategies towards Corporate Social Responsibility (CSR), environmental

management and sustainability reporting.

Among the numerous challenges that companies face due to an increasingly VUCA world, the
discourse about the social and environmental consequences of corporate practices has become

a highly debated public and political issue, in that businesses have more and more taken over
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responsibility to address and tackle it in manifold ways (Scherer et al., 2013). However, the
highly intertwined relationship of sustainability and its implications with numerous
stakeholders and parties makes it difficult to assign responsibility and identify a central issue
or even a root cause (Ferraro et al., 2015). For instance, the political and social discussion
about sustainability in various contexts often includes competitive, economic, innovation,
environmental, and stakeholder related aspects. Sustainability as such can therefore be
characterized as a wicked problem. Firstly described by Rittel and Webber (1973), wicked
problems, unlike ‘tame’ problems, cannot be conclusively solved, but only resolved as there
are no objective criteria to measure the appropriateness of an assigned solution. Moreover,
Rittel and Webber (1973) state that solutions to a wicked problem are evaluated in a social
fabric where “many parties are equally equipped, interested, and/or entitled to judge [them]”
(Rittel and Webber, 1973, p. 163). The ambiguity of wicked problems further aggravates the
challenge to define a problem and establish a strategy in ways that allow an adequate solution
to the problem while satisfying stakeholder demands as well as the economic needs of the

corporation.

1.1 Research purpose

Corporate responses to the wicked nature of sustainability issues are limited by the fact that
businesses are strategic, unitary actors whose key objectives usually are of an economic
nature (Bundy et al., 2013). As a result, corporations need time to adapt their sustainability
strategies without major financial losses. Moreover, cooperation on the issue requires
coordination in several divisions and stages along an organization’s supply chain, compliance
with government regulations as well as the satisfaction of stakeholder needs and shareholder
demands. Sustainability being complex and multilayered in its nature thus exacerbates the
process of corporation’s efforts to translate it into corporate responses and practices. Doing so

necessitates the dedication to a purposeful strategy facing an uncertain environment.

Today, many companies still struggle to truly integrate a comprehensive sustainability
strategy into their business because the sustainability process is inherently complex and
wicked as argued above. However, sustainability should not be an issue limited to sectors that

traditionally have high innovation rates and low environmental impacts. In light of ongoing
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global warming and related environmental and social catastrophes, the urgency of solving
contemporary sustainability related issues has never been higher. Therefore, making
sustainability an issue that needs to be realised by all sectors is pivotal, especially for
companies in sectors with lower innovation rates or historically negative sustainability
performances. Given the important role that corporations play in the development of
sustainable societies, it is thus of utmost importance to develop and implement
comprehensive strategies that guide them towards sustainable innovation. Therefore, in order
to contribute to an improved understanding of corporate sustainable development, the purpose
of this study is to take a holistic perspective on factors that influence the strategic process.
Furthermore, we provide a detailed discussion of the usefulness and limitations of the FSSD

as a strategic tool to achieve strategic sustainable innovation.

1.2 Objectives and research question

This paper sets out to explore sustainability related strategic processes at large, international
corporations in order to understand how companies can deal with the VUCA and wicked
nature of the sustainability challenge. The goal is not to evaluate sustainability related
performance or outcomes. Instead, we aim to provide holistic insights into the motivations,

challenges, and strategic processes to fulfill corporate sustainability ambitions.

To structure this highly complex topic and to make it tangible, we use the Framework for
Strategic Sustainable Development (FSSD), a framework that assists companies and
organizations in developing their strategic processes towards sustainability with a 4-step
procedure. This approach ensures a holistic understanding of the processes companies
undergo in the pursuit of their current sustainability strategies. The insights presented in this
paper will provide a better understanding of the key features behind the successful
implementation of sustainability strategies and prove valuable for companies that currently
struggle to adopt strategies for their organisations’ sustainable innovation. Furthermore, the
paper will showcase the suitability of the FSSD as a strategic tool by answering the following

two research questions:



e What are the key features of ongoing strategic sustainable innovation processes at
large, international companies?
e How do processes of strategic sustainable innovation at large, international companies

align with the FSSD?

In order to answer these research questions, we present a cross-case analysis of three large,

international companies, which operate in the car manufacturing and oil refining industry.

This paper argues that in its core, an organisation’s strategic process needs to assure that all
prevalent sustainability issues are adequately captured and being integrated across all relevant
organisational levels and systems. While we are aware of the broad scope of this study, we
argue that in order to understand the complex systems that today’s businesses operate in, it is
pivotal to take a holistic approach since it paints a more comprehensive picture of reality. In
this paper, the term ‘strategic sustainable innovation’ is not ascribed to technological
innovation, as this would contradict the holistic approach that we have intended for this paper.
Instead we view innovation as a process that captures more than just the technological side of
development. We use Kline’s and Rosenberg’s (1986) account of innovation in which they
argue that “the process of innovation must be viewed as a series of changes in a complete
system not only of hardware, but also of market environment, production facilities and
knowledge, and the social contexts of the innovation organization” (Kline & Rosenberg,

1986, pp. 275).

We believe that this account of innovation is compatible with the VUCA and wicked nature of
the sustainability challenge and as a result, we use the terms ‘strategic sustainable innovation’

and ‘sustainable development’ interchangeably.



2 Theoretical Framework

Sustainability management has been a popular topic among management scholars, long before
major international initiatives like the Paris Climate Agreement or the UN Agenda 2030 with
its Sustainable Development Goals were passed in 2015 (e.g. Starik & Rands, 1995; Robert,
2000; Porter & Kramer, 2006; Andersen, 2007). Before moving into a more detailed
discussion of the relevant topics covered in sustainability management literature, a definition
of corporate sustainability needs to be introduced. Sustainable development refers to a
“development that meets the needs of the present without compromising future generations’
ability to fulfill their own needs” (WCED, 1987). This definition, called the Brundtland
definition, is arguably the most popular definition to conceptualize sustainable development
and has been widely used in the past (e.g. Starik & Rands, 1995; Porter & Kramer, 2006;
Hansen, Grosse-Dunker & Reichwald, 2009; Kashmanian, Wells & Keenan, 2011; Starik &
Kanashiro, 2013; Engert & Baumgartner, 2016; Broman & Robert, 2017). The popularity of
this definition is likely linked to its ability to provide sufficient room for taking into account
the complex nature of the sustainability issue, which spans through all aspects of our
everyday lives (UN, 1992). In the context of an organization, sustainable development is
referred to as corporate sustainability, which can be defined as “the adoption of business
strategies and activities that meet the needs of the enterprise and its stakeholders today while
protecting, sustaining and enhancing the human and natural resources that will be needed in

the future” (IISD et al. 1992).

2.1 Three dimensions of sustainability

Furthermore, according to Baumgartner and Ebner (2010), corporate sustainability is
characterized by three interdependent dimensions concerning economic, ecological and social
aspects of sustainability. In order for a company to pursue a comprehensive sustainability

strategy, it is pivotal to show commitment to all three of these dimensions, and to both
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understand their complex interplay as well as their impact. In the following sections, we are

going to outline these three sustainability dimensions in detail.

2.1.1 Economic dimension of sustainability

The economic dimension of sustainability is often regarded as the generic or financial
perspective of sustainability (Baedeker et al., 2002). As a result, the economic dimension of
sustainability puts special emphasis on the role sustainability can play in creating a
competitive advantage because it can serve as a driver of innovation (Porter & Kramer, 2006;
Nidumolu, Prahalad & Rangaswami, 2009). Furthermore, the business case for sustainability
makes integrating sustainability into contemporary businesses even more important because it
has become pivotal to their survival as a result of changing sustainability oriented market
demands (Broman & Robert, 2017). Being successful in the economic pillar of sustainability
can therefore foster both a company’s sustainability performance and their competitive
position through means of differentiation or simply by addressing changing stakeholder
demands. The business case for integrating sustainability into day to day business has been
made by several scholars and is largely undisputed (Nidomolu, Prahalad & Rangaswami,
2009; Schaltegger & Wagner, 2011; Starik & Kanashiro, 2013; Kashmanian, Wells & Keenan;
2011). However, the complexity of sustainability, not solely being an economic, but also an
ecological and social issue, makes it difficult for many companies to introduce sustainability
strategies, which cover all three dimensions of the issue. As a result, while the economic
benefits of sustainability may seem compelling to some, the complexity of the sustainability
issue and the associated costs of implementing needed changes can also explain why many
companies believe that the gains in some cases cannot outweigh the costs (Nidumolu,
Prahalad & Rangaswami, 2009). This confirms that the discussion of sustainability as a
business case cannot be limited to its economic implications, but also needs to include

ecological as well as social dimensions which are discussed in the following sections.

2.1.2 Ecological dimension of sustainability

According to Starik and Rands (1995) corporate ecological sustainability can be measured by

the degree to which an organisation can perform its activities “[...] indefinitely without
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negatively altering the limiting factors that permit the existence and flourishing of other
groups of entities” (Starik and Rands, 1995, pp. 909). As a result, the ecological dimension of
corporate sustainability takes into account the environmental impacts of an organization’s
business processes. In light of the ecological impact of companies and their use of (natural)
resources, the notion of circularity, or circular economy has become particularly popular and
subject to debate (e.g. Andersen, 2007; MacArthur, 2013; Stahel, 2016; Korhonen,
Honkasalo, Seppéla, 2018; Geng, Sarkis & Bleischwitz, 2019). The general idea is to reduce
the environmental impact of a product’s lifecycle caused by resource use and resulting
emissions into air, water and ground as well as to decrease waste disposal to landfill. It is
argued that by doing so, the product life cycle can be turned from linear (‘take-make-waste”)
to circular, where the product is recycled, or reused at the end of its previously intended
lifespan (McArthurs, 2013). The idea of a circular economy and its potential environmental
benefits have become so popular that the concept is promoted by the EU and various national
governments, as well as large international corporations, i.a. through bans of certain materials
that are harmful for circularity (e.g. styrofoam) or by incentivising circular behavior through

tax breaks (Korhonen, Honkasalo, Seppéld, 2018).

2.1.3 Social dimension of sustainability

Finally, the aim of social sustainability of an organization can be described as the ambition
“[...] to positively influence all present and future relationships with stakeholders” (Ebner,
2007, p. 3). Freeman (1984, p. 25) describes stakeholders as “those groups and individuals
who can affect or be affected” by an organization’s actions connected to value creation and
trade. In this context, a challenge for social sustainability management is to identify which
stakeholders are involved in and affected by certain business activities, as business success
heavily depends on its stakeholders’ input and well-being. Therefore, it is important to
harmonize stakeholder demands and, if necessary, to search for means to overcome trade-offs,
to address (potential) conflicts and to install positive links between different stakeholder
interests (Freeman et al., 2010). It is important to note that the unit of analysis should not be
the company and its well-being itself, but rather the relationships between the organization

and its stakeholders (Freeman et al., 2010).



As previously mentioned, the economic, ecological and social dimensions of sustainability,
should not be viewed as distinct or separate from one another. For example, introducing
circularity into product life cycles not only reduces the environmental impact of said product.
This can also have an economic benefit, having the potential of being a cost-saving factor by
reducing material and production costs (MacArthur, 2013). At the same time, efforts to ensure
integrating social dimensions of sustainability in a business’s operations can have positive
impacts on employee or more generally stakeholder satisfaction and thereby positively
impacting productivity, and public image, which are both pivotal for corporate success (Bin

Shmailan, 2016; Chi & Gursoy, 2009).

Understanding sustainability as a complex challenge that spans throughout multiple,
interconnected dimensions is a first step to developing strategies that aim at integrating
sustainability into a business's operations. There are various shapes and forms, sustainability

strategies can take, varying significantly across organizations.

2.2 Types of sustainability strategies

Baumgartner (2009) identifies four types of sustainability strategy that are currently
implemented by businesses: introverted, extroverted, conservative and visionary strategies.
According to him, introverted strategies are responsive to external pressures through
legislation or other external standards relating to environmental and social dimensions. As a
result, the actions taken in response to external pressures are primarily internally oriented to
achieve legal compliance (Baumgartner, 2009). According to Baumgartner (2009),
extroverted strategies focus on the external relationships i.e. public acceptance of a company's
operations. These strategies usually focus on the company’s image and how it is perceived by
external stakeholders (Baumgartner, 2009). Conservative strategies focus on
cost-minimization or the creation of a competitive advantage through eco-efficiency. As a
result, these types of strategy usually have a strong internal focus (Baumgartner, 2009).
Finally, Baumgartner (2009) argues that visionary strategies are used by businesses who have
sustainability as a core agenda point and therefore, have it as a focus point in all business
activities. Visionary strategies often combine aspects of the aforementioned strategy types.

They can have an outside-in focus, where a market perspective serves as a strategy forming
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factor, or an inside-out focus, where the market perspective is complemented by a resource

based view that aims at creating competitive advantage (Baumgartner, 2009).

Knowledge of the different types of strategies that companies can take in their pursuit of
strategic sustainable innovation enables us to categorize their strategic contents. In the
following section, we are going to introduce the Framework for Strategic Sustainable
Development (FSSD) which provides insights into the processes organisations can follow to

create a comprehensive strategy towards strategic sustainable innovation.

2.3 The Framework for Strategic Sustainable
Development (FSSD)

With its first roots in the 1990s, the FSSD was developed by Broman and Robert (described
in Broman & Robert, 2017) in order to support communities and organizations to understand
and maneuver through the global challenge of sustainability. The FSSD is often considered to
be a comprehensive framework for addressing the challenge of corporate sustainability in a
strategic manner (Thorén & Vendel, 2018; Baumgartner & Rauter, 2017). As previously
discussed, the successful implementation of effective sustainability strategies can contribute
to reducing ecologically and socially negative impacts, strengthening the own company
through identified innovation opportunities, reducing legal risks and can even have a positive
impact on production costs. The FSSD therefore delivers a systematic approach to support
“management of system boundaries and trade-offs, assessing sustainable potentials for various
materials and practices before investments are made, and offers the possibility for more
effective collaboration across disciplines and sectors, regions, value-chains and stakeholder
groups” (Broman & Robert, 2017, p. 26). Moreover, the FSSD empowers the prevention of
“damages, even from yet unknown problems, and [...] to guide selection, development and
combination of supplementary methods, tools, and other forms of support which makes it
possible to increase their utility for strategic sustainable development” (Broman & Robert,
2017, p. 27). The framework serves as a guide through the above described issues and can be

broken down into four main steps, which are briefly introduced in the following sections.



Firstly, the FSSD emphasises the need for an understanding of sustainability as a pivotal
component of contemporary businesses and illustrates this by using a funnel metaphor (see
Fig. 2.1). The metaphor shows that the contemporary developments relating to societal and
environmental pressures inevitably lead to the necessity of adapting towards strategic
sustainable innovation due to scarcity of resources and the danger of landing in a ‘dead end’.
The above described pressures increasingly facilitate a sustainability driven market
environment, which makes strategic sustainable innovation a process not just beneficial for

the good of the environment, but also for the sake of business survival.

Secondly, the FSSD is structured in five interdependent levels (see Fig. 2.2) to illustrate the
correlation between different sustainability related phenomena in a simultaneous and
non-sequential order (Robert, 2000; Ny et al., 2006):

1. On the system level, the relationship between business practices and socio-ecological
systems is explained. In particular, it sets out principles for the global system’s
functioning as a whole, which includes all known information about human society
within the context and boundaries of the Earth’s planetary system (Broman and
Robert, 2017). In a specific business context, the dependence on global and regional
networks and support systems, value chains and the organization being impacted by
current unsustainable practices have to be considered (Broman & Robeért, 2017).

2. The success level aims at defining a sustainability oriented vision, core purpose,
values and end-goals in general.

3. The strategic level focuses on guidelines, which explain how a principle-framed vision
can be approached strategically through backcasting.

4. The actions level includes a strategic plan with concrete actions for realising specific
the previously established success factors.

5. Finally, the tools level focuses on methods and tools that can support the decision

making process and the monitoring of the same.

Thirdly, the FSSD provides a set of sustainability principles which present a comprehensive
account for environmental and social ambitions that need to be integrated into sustainability
strategies. Broman and Robert’s (2017) definition of sustainability principles has been created
as a result of a more than 25-year-long discourse between various scientific experts and
practitioners. With their sustainability principles, Broman and Robeért (2017) provide a

10



definition that is generally applicable, but at the same time still concrete enough to guide the

sustainability process.*

Finally, the FSSD proposes the use of a so-called ABCD-procedure for the strategic
implementation of the framework. The ABCD-procedure is a four step procedure which
comprises of:
e A: an analysis of the sustainability challenge and the opportunities linked to it and the
creation of a vision
e B: an assessment of the organizations contemporary standing in relation to the vision
established in A
e C: use of creativity methods with a group of diverse people

e D: application of strategic guidelines which were established in C

The procedure is used as a linear, yet iterative process to assist companies by suggesting an
agile planning process using backcasting which deals with strategy development starting from
a defined vision, and then asking which steps and measures to take today in order to get there

(Robinson, 1990).

2 We will provide an exact definition of Broman and Robért’s sustainability principles in our findings section,
where we discuss their presence in the corporate sustainability strategies of our case study subjects.
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Figure 2.3 ABCD-procedure in strategic planning (based on Broman & Robeért, 2017)°

3 Retrieved from Kianian et. al. (2018).
4 Retrieved from: The Natural Step Germany (2020), Available online: https://www.thenaturalstep.de/imprint/ [Accessed June 3, 2021]
5 Retrieved from: The Natural Step Germany (2020), Available online: https://www.thenaturalstep.de/imprint/ [Accessed June 3, 2021]
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3 Methodology

The aim of this study is to explore the key features of ongoing strategic sustainable innovation
processes at large, international companies and to assess whether these processes align with
the FSSD. We build our study on a cross-case analysis among three listed, international

companies.

Most research on strategic sustainable innovation has primarily been based on theoretical
discussions and to the best of our knowledge, detailed case study research, which includes
interviews with company representatives to examine strategic sustainability processes, are
limited. Bos-Brouwers (2010) has conducted a case study on corporate sustainability and
innovation in small and medium sized enterprises (SMEs), where she examined the factors
that play an important role in the realisation of sustainable innovation. Her findings imply that
sustainable innovation in SMEs are often directed at improvements of technological processes
and the lowering of production costs. Furthermore, Baumgartner (2009) conducted case study
research to examine the role of organisational culture and leadership as driving factors for the
development of sustainable corporations. He found that unless sustainable development is not
an integral part to the leadership's mindset, it will most likely not be integrated deeply into the
organisation's operations. Therefore, to be successful, sustainability needs to become a deeply
integrated part of organisational culture and all business operations to be successfully

implemented into action.

Both studies provide valuable insights into the required preconditions for strategic success.
Furthermore, they showcase that cross-case analyses prove to be an effective analytical tool
for studying strategic sustainable innovation. Nonetheless, we find that the complexity and
wickedness of the sustainability challenge are not covered sufficiently by above described
studies and that the study of strategic sustainable innovation requires an approach taking these
qualities into account. For this reason, our study makes use of the FSSD, which serves as an
adequate framework since its comprehensiveness aids a holistic approach to creating

strategies for sustainable development. The FSSD does not only focus on one sustainability
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dimension or disconnected aspects, but rather emphasises the importance of capturing the
complex interplay of all dimensions of sustainability (Broman & Robert, 2017). By using the
FSSD as a template that we test against our case companies’ strategic processes, we will

furthermore showcase the relevance and limitations of the FSSD as a strategic tool.

3.1 Case selection

For the purpose of our study, we have selected three large, well established, international
companies from the oil refinery and car manufacturing industry that recently shifted their
focus towards more sustainability oriented strategies. In terms of employee numbers, the oil
refining company is the smallest with about 5000 employees, while both car manufacturing
companies have much larger employee counts with roughly 100.000 and 300.000
respectively. All three companies and the respective sustainability managers who were our
interview subjects, demanded their company names not to be disclosed in this study.
Therefore, we will henceforth refer to the companies as C1 for the larger of the two car
manufacturing companies and C2 for the car manufacturing company with roughly 100.000
global employees. The oil-refining company will henceforth be referred to as OR1. Table 3.1

provides a brief overview of our case study subjects’ core strategic sustainability objectives.

At this point, one may wonder why we chose companies from sectors that historically have
been on the very opposite side of the sustainability spectrum. The answer to that is the matter
of fact that our chosen case studies have all implemented serious sustainability strategies
during the past 10 years. This significantly shifted their business’s sustainability performance
to the greener side of the spectrum. All three companies are ranked in the Dow Jones
Sustainability Index (DJSI), which is one of the most prestigious sustainability ranking
systems that measures and evaluates corporate environmental, social and governance
initiatives (ESGs). To be included into the DJSI, companies must undergo a competitive
benchmarking assessment of their sustainability performance and only a selected few

companies pass the stringent assessment and are included into the DJSI (Jager, 2017).

Furthermore, we chose these companies because we believe that the strategic decision making

processes and fundamental changes of their business operations provide an interesting case
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for the study of strategic sustainable innovation and related structural change processes. In
order to undergo or initiate significant transformations towards sustainability despite a long
history of rather unsustainable operations, breaking through long established structures and
processes requires vigorous strategic commitments to change. Therefore, we believe that
gaining insights from companies that have managed to overcome these structural hurdles can
also serve as a motivation for companies that currently struggle with the implementation of

strategic sustainable innovations.

Table 3.1 Brief overview of case study subjects’ core strategic sustainability objectives

- CO2 neutrality by 2039
Cl
- Aim to sell more than 50% of all cars sold as electric or Plug-in-hybrid cars by 2030

- Get as close to being a circular business as possible

- CO2 neutrality by 2040
C2
- Aim to become a pure electric car company by 2030

- Reduce carbon footprint of their vehicles by 40% until 2025

- Become a circular business by 2040

- CO2 neutrality by 2035

ORI1 - Aim to reduce customers’ greenhouse emissions by at least 20 million tons annually by
2030

- Aim to become leading provider of circular business solutions
- While, OR1 is still a crude oil refining company it is currently also the largest

manufacturer of renewables based fuels and produces plastics out of renewable or
recycled materials

3.2 Data collection

Our study is based on a qualitative, deductive approach with the aim to gain a comprehensive
understanding of the strategic processes in our case companies. Therefore, we conduct a
cross-case analysis which is based on our theoretical framework. The data supporting that

purpose is collected through a document review and the conduction of semi-structured
15



interviews. Rather than focusing on outcomes or specific variables, our study has the purpose

to explore the processes and contexts of strategic sustainable innovation.

3.2.1 Document Review

As we argue for a rather holistic and systemic approach to examine strategic sustainable
innovation in businesses, the interviews were triangulated with a comprehensive review of
existing literature and publicly available documents such as sustainability reports produced by
the companies as well as press releases. Since the companies at the centre of our case study
are all well established, large and international companies, their sustainability reporting is
quite extensive and provides detailed accounts of their strategic ambitions. The sustainability
reports further provide details about the whereabouts of the companies in the strategic process
and about their corporate goals and ambitions. Moreover, they paint a very extensive picture
of the various activities which are either in the process of implementation or in a planning

stage.

3.2.2 Semi-structured interviews

Since business is a largely social phenomenon, we further involved four semi-structured
interviews to complement our findings from the document review. The interviews were all
conducted through an online video conferencing tool, recorded and then transcribed. The
interview subjects of our study are all mid-level sustainability managers who lead the
development of sustainability related strategies, and who monitor and directly report the
sustainability progress to the management board. Our conversations with them did not evolve
around the strategies themselves, since these are covered in our case study subjects’
sustainability reports. Instead, our interviews aimed at investigating drivers and obstacles to
the strategic sustainability process, and to get deeper personal insights into the processes
leading to strategies and to their implementation. As a result, we developed an interview
guide consisting of 35 questions which is based on the FSSD five-level model. As a result, we
were aiming to investigate (1) systemic relationships, (2) sustainability oriented values and
vision, (3) the company’s strategic guidelines, (4) concrete actions aiming at reaching

strategic goals and (5) the tools that are used to monitor the process. However, we intended
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our questions to be guided by the conversation instead of the other way around (Seidman,
2006). That 1s why we developed rather open questions with the opportunity to pursue further
with more in-depth follow-up questions eliciting more detailed information from the

participants.

By having interviewees tell their own experiences, we were able to gain insights into the
prevalent mindsets, drivers and motives on different organizational levels as well as
interpersonal relationships which play a significant role in an organization’s strategic process.
The open-ended, semi-structured style further allowed us to explore the broad problem area

and to explore a wide range of factors that are central to it.

3.3 Data analysis

The document review process formed the first step of our data analysis to provide us with the
background needed to comprehend the overall strategic ambitions of our case study subjects.
However, since our study focuses primarily on strategic processes, the data analysis process

paid a stronger focus to the data collected through our semi-structured interviews.

The qualitative data collected through our document review and our semi-structured
interviews with sustainability managers from C1, C2 and ORI has been categorized through
themes that were identified in our theoretical framework. More specifically, the data was
examined and categorized by using the FSSD as an analytical tool to investigate the strategic
processes in our case companies. This deductive approach to our data analysis resulted in 14
sub-categories which we grouped into four main categories, namely ‘drivers of sustainability’,
‘role of systems thinking’, ‘sustainability principles’, and ‘challenges to sustainability’. The

various subcategories and the respective data sources have been listed below in Table 3.2.
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Table 3.2 Data Categorization

Category Sub-category Data sources
Drivers of Legislation Sustainability reports &
sustainability Competition semi-structured interviews (C1,
Customers C2, OR1)
Shareholders
Role of Covid

Role of systems

Triple bottom line of sustainability

Sustainability reports &

thinking Circular economy semi-structured interviews (C1,
Stakeholder Involvement C2, OR1)
Backcasting
Sustainability Ecological Code of conduct C2, ORI,
principles Social integrity code C1, semi-structured
interviews (C1, C2, OR1)
Challenges to Bottom-up communication Semi-structured interviews (C1,
sustainability Top-down communication C2,0R1)

- External communication

3.4 Limitations

The conducted research is not free from uncertainties and possible limitations. Since our
qualitative analysis consists of a small sample population of three companies, our results may
only provide limited generalizability. Furthermore, the case study subjects all already have
established organisational structures to deal with the sustainability challenge, i.e. they have
designated divisions to deal with the strategic challenges of sustainable innovation and
monitoring the processes involved. This requires significant human resources and financial

assets, which likely are not at the disposal of most small to medium-sized companies.

However, we believe that our choice to focus on only three companies will provide an
analytical depth that otherwise would not be possible. Finally, while the greater size and
established position of our case study companies ease their access to human resources and
financing, these traits also result in much more complex business structures. Since our holistic
approach makes these complexities a central focus point of our study, the results will also
provide useful insights for smaller and medium sized companies who are potentially on their

way to becoming larger companies.

18



We acknowledge that conducting only four interviews may seem to not suffice for reliability
and validity. However, since the focus of this study lies on the strategic process, talking to

managers leading that process provided us with comprehensive insights that sufficed our

purpose.

We are also aware of the biases the method of an interview carries (Sekaran & Bougie, 2016):
1. Social desirability bias or social acceptability bias. Due to the high profile of our case
companies and the strict control of published information, our interviewees may be
inhibited from answering openly and honestly. Moreover, the (virtual) face-to-face

setup could lead to our interviewees choosing their answers to be liked or accepted,

particularly in cases of sensitive questions or questions on controversial topics.

2. Confirmation bias. We are aware of the risk of asking our questions in a direction that
confirms our expected outcomes and, or even disregards aspects that might contradict

our expected outcomes.

3. Question-order bias. The order of our questions may also have an impact on our
interviewees’ responses. Among other things there is the possibility that they will

adjust later answers in accordance with previously given responses.

We believe that the risk of falling subject to a social desirability bias is mitigated by the fact
that the identities of our interviewees and case study subjects are not disclosed. Moreover,
following the recommendations made by Sekaran & Bougie (2016) to mitigate interview
biases, we started by asking broad questions and then continued to narrow them down to
specific areas and follow-up questions. Furthermore, we attempted to avoid confirmation bias
by both being present in our four interviews. We further discussed our interviews right after
having conducted them in order to reduce the risk of subjectivity. We further revised our
interview guide after the first interview in order to get more standardized and objective
questions to make them applicable to our following interviews. Finally, the question-order
bias was mitigated by letting the interviewee guide the conversation rather than following a

strict question-order. While we had prepared an interview guide with a specific
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question-order, the answers often covered topics which were intended to be investigated

through other questions as a result of the broad nature of some questions.
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4 Findings

Having analyzed the collected data based on the established categories (summarized in Table
3.2) allows us to structure our findings accordingly. In the following section, we assess our
findings through the lens of the FSSD, identifying drivers and challenges, values and shared
principles, and most importantly the role of systems thinking within the strategic decision
making process towards sustainable innovation in our case companies. Our key findings are

summarized in Table 4.1.

4.1 Drivers of the sustainability process

4.1.1 Government legislation

It has not been long that companies have been made complicit in securing the protection of
biodiversity or human rights. Up until the enactment of the Paris Agreement and Agenda
2030 with its Sustainable Development Goals in 2015, companies had not been legislatively
held accountable for their sustainability impact. Our interviewees identify government
legislation as one of the main drivers for pursuing a well-developed sustainability strategy,
since “[...] we can see that if we don't actually shift, we will be penalized” (Interviewee 2,

C2). It became evident that this engagement is particularly monetarily motivated as

otherwise this is just going to be a massively expensive decision for us, but we won't
be able to make it profitable. So, the world needs to change because otherwise we 're

in big trouble (Interviewee 4, OR1).

Nonetheless, we found that the companies we interviewed have come to accept political
responsibility, rather than only engaging in sustainability practices in compliance or

manipulation to evade sanctions and create an image of legitimacy (Scherer et al., 2013).
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Table 4.1 Summary of Findings

Features Description of Features Identified in
Strategic Drivers
Legislation Companies have been made complicit in sustainability issues with the Paris Agreement and Agenda 2030 (2015) Cl, C2, ORI
Corporations do not only seek to comply with legislation, but proactively push the legislative framework for change Cl, C2, ORI
Competitors Competitors are pushing the standards by innovation Cl, C2
Problem: insincere engagement of competitors who buy CO2 certificates instead of truly being sustainable c2
Customers Customer perceptions and needs change as technologies advance Cl, C2, ORI
Usage of tools such as brand monitoring and media analyses to capture customer preference Cl, ORI
Shareholders Investors heavily influence the strategic process as their perception has shifted to sustainability being a long-term investment Cl, C2, ORI
rather than a cost factor
COVID-19 Proved to be a huge opportunity for our companies to work towards their ambition of CO2 neutrality by reducing travel Cl, C2
emissions c2
Problem: has a negative impact on communicating sustainability strategy to all levels of the company
Systems Thinking
Triple Bottom Line Great understanding of the interconnectedness of the ecological, social and economic aspect of sustainability Cl, C2, ORI
of Sustainability Overall, ecological aspect is still most prevalent (reducing CO2 emissions, renewable energy) Cl, C2, ORI
No clear definition of sustainability, but principle-based vision Cl, C2, ORI
Circular Economy Transformation to circular businesses Cl, C2, ORI
Challenge: transformation of the entire business model c2
One company views its responsibility in contributing to a circular economy, instead of just becoming a circular business ORI
Stakeholder Involvement of all stakeholders along the supply chain during the strategic process Cl, ORI
Involvement Review sessions; expert advisors; collaboration with NGOs, governments, investors and competitors Cl, C2, ORI
Backcasting Flexible and agile strategic process - use of backcasting from a principle-based vision Cl, C2, ORI
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Iterative reassessment of being on the right track (e.g. materiality matrices) Cl, C2, ORI
Sustainability
Principles
Ecological The sustainability strategies contribute towards “reducing the concentrations of substances extracted from the Earth’s crust, | CI, C2, ORI
towards reducing concentrations of substances produced by society and towards reducing degradation by physical means”
(Broman & Robért, 2017, p.23)
Social The companies ensure a work environment which facilitates “access to health, influence, competence, impartiality and meaning | C/, C2, ORI
making” by their employees (Broman & Robert, 2017, p.23)
Challenges
Internal Notion of challenge to communicate some sustainability strategies with the management board Cl, C2, ORI
Communication Challenge to pass sustainability strategies that are not easily turned into a financial profit ORI
bottom-up Challenge to introduce strategies that will not result in direct short-term profits Cl
— Solution Introduce sustainability as a non-financial remuneration component for all management board and senior management members | CI, C2, ORI
Data driven approach to communicating sustainability strategies, e.g. by highlighting ease of access to capital markets Cl, C2, ORI
Internal Notion of challenge to communicate sustainability with all members of the organisation Cl, C2, ORI
Communication Conlflicting opinions over sustainability as a relevant topic in day-to-day work of employees who are not involved in the strategic | CI, C2
top-down process
— Solution Use of the company intranet as communication channel of strategic sustainability initiatives Cl, C2, ORI
Facilitate an open dialogue with employees through sustainability workshops and seminars Cl, C2, ORI
Enforcing Supplier Notion that all suppliers need to be included in the sustainability process — creating a trigger effect, which can improve the Cl, C2, ORI
Commitment sustainability performance of an entire industry, rather than just a single company
In many cases suppliers already have their own sustainability goals or reaching a commitment from suppliers to sustainability Cl, C2
goals is just a matter of requiring it from them
However, in many cases suppliers do not have the capacities to follow up on sustainability commitments due to lacking access to | C2, ORI
innovation — in such cases a cooperation is needed to assist suppliers to build the required sustainability capacities
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In line with the theory of corporate responsibilization, our case companies highlighted that
they understand their role as to make sure they contribute to a changing business environment
as well (Interviewee 4, OR1) and that they avoid being interpreted as doing only the bare
minimum towards meeting the targets and the legislations (Interviewee 2, C2). Moreover, one
of our case companies (OR1) has constantly been ahead of the legislative environment,

making early investments and therefore pushing for change in the business environment.

Interestingly, when regulations were yet to be developed in the early 2000s, OR1, that is
working with fossil fuels, had already started to think about the next step, anticipating where
the world will be going in the future. With the 2009 United Nations Climate Conference in
Copenhagen, the company expected a huge change towards more restrictive targets on
limiting emissions which eventually failed. However, OR 1’s mindset had already shifted to

their advantage for the reason that:

when [ORI] made those big decisions nobody else did. Some of the big oil companies
made some efforts, but then they sold their solar things and whatnot, so that didn't
grow. [...] And now the climate thing is back, and it is still even just getting stronger.
So, for me this is now an actual turning point, but it doesn't mean that there wasn't
another turning point 10 years ago, and that's when [ORI] started turning. [...]
People have been criticizing us in the past for making this massive part of our
business already on renewables. But now everybody else is trying to see how we can

get there (Interviewee 4, OR1).

4.1.2 Competitors

The FSSD uses the funnel metaphor to visualise the scarcity of our world’s resources and how
businesses can benefit from proactively moving towards sustainability themselves in relation
to their competitors. According to Broman & Robeért (2017) the walls of the funnel metaphor
illustrate sudden changes in legislation, regulation and taxation, resource availability and
costs, as well as shifting stakeholder preferences and the risk of losing out to competitors who
are more adept at maneuvering the paradigm shift. Interviewee 1 from C1 confirms this notion

by stating that
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[...] our competitors are also active. If you look at our direct competitors, they are also
putting us under pressure. And we have also decided not to always be just the

followers, but to get in front of the wave.

However, achieving an image of positive sustainability performance is not always reached
through sincere sustainability measures, but often through CO2 certificates that companies

buy and that, as Interviewee 2 (C2) states:

[...] is really frustrating because they actually claim to be sustainable even though
they have not changed their strategy at all. They even get media attention for it
saying, ‘look, this company is carbon neutral.” And then they haven't really reduced

emissions, they've just bought their way out.

Nonetheless, all our interviewees share the opinion that it is their responsibility “to do it in a
credible way that is actually scientifically working and is meeting the highest standard instead

of just taking the easy way out” (Interviewee 2, C2).

4.1.3 Customers and public perception

Staying ahead of the competition as a main business concern requires continuous
improvement of technologies and products that meet customer needs and preferences. As the
world changes, shifts in customer perceptions also need to be reflected in the alignment of
companies’ sustainability strategy. In order to do so, our case companies utilize tools such as
Brand Monitoring carried out by the marketing department. Also, media analyses and ESG
ratings are becoming increasingly important (Interviewee 3, C1). The main concern here is to
stay connected with the target customer and to make sustainable products desirable goods

which is why

We also have a very strong public affairs focus and we always keep saying that they're
like the eyes and the ears on the ground. Bringing in information on what is happening
in different parts of the world and feeding it into the strategy process (Interviewee 4,
ORI).
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Moreover, especially C1 and C2 need to tailor their product portfolio according to their
customers needs and expectations. They have committed to reflect both their customers’
individual needs and preferences, acknowledging cultural differences in different markets as
well as other factors of diversity such as special requirements for customers with impaired
mobility. It can be argued that the companies do not only strive for more inclusion and
diversity in the workplace, but that they are becoming more inclusive along the value chain as

well.

Another reason for them to engage in sustainable measures is that the awareness towards
sustainability is at an all time high and rising steadily, especially among young people.
Therefore it becomes imperative for companies to actually act on sustainability as Interviewee

2 (C2) states:

We have much easier access to customers in case we're actually having a sustainable
purpose and are living by this purpose. I don't think smart young people would like to

buy from us unless we try to do this.

4.1.4 Shareholders/Investors

Today, strong pressure is also coming from investors and financial institutions that are
involved in the approval of strategic decisions. The perception of sustainability has shifted
from being considered a pure cost factor to being an opportunity and a long-term investment.
It can be observed that financial institutions are shifting in a way that firms can profit from
better financing agreements if they make the shift and can prove that they are more
sustainable (Interviewee 2, C2). Even more than that, our case companies’ strategic direction

is dependent on their shareholders approval

[...] who are clearly telling [them] "if you don't do this, we won't approve the actions of
the Supervisory Board." So there are really clear messages in this direction

(Interviewee 3, C1).

Quite tellingly, Interviewee 4 from ORI1 describes their relationship with potential and

existing investors:
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I say that our best friend is our Head of Investor Relations because a lot of my time is
spent on talking to investors. They have a lot of interest in understanding what we do.
So, there's been a massive change in how that part of the world is also looking at
companies. So, if you want to build a strategy that is exciting and convincing to

investors, then you must make sure that you also include sustainability in it.

Our interviewees emphasize that this shift in investors’ perception creates leverage for their
sustainability strategy work which had found little hearing in the management board before
the Paris Agreement and Agenda 2030. Having important investors saying that they “would
pull out of funds from companies that do not have a credible climate approach” (Interviewee
4, OR1), moved the necessity of a more comprehensive sustainability strategy on CFO’s and
board members’ agenda and created an understanding “that the world is going in a sustainable

direction and that they needed to listen” (Interviewee 4, OR1).

4.1.5 Impact of COVID-19

The COVID-19 pandemic and its business implications further aggregated the wickedness and
uncertainty our case companies find themselves in. However, Interviewee 2 from C2 assigned
a facilitating role to the pandemic for the reason that business travels have been strictly
limited and as a result the company’s business travel emissions have been decreased. “[...] that
is both saving CO2 and saving costs. And that is a rather easy thing to do. Because that was
actually one of the initiatives that we tried to push for before, but COVID actually helped us a
bit with” (Interviewee 2, C2).

Nonetheless, our interviewees argue that the pandemic also had an impact on their ability to

connect with people throughout the organization as they had to react to regulatory changes in
very little time. The COVID pandemic is a telling example of the VUCA and disruptive
environment today’s companies have to maneuver through. It became therefore even more
imperative for them to develop an agile and emergence-based strategic process to be able to

react to external shocks without the risk of major financial losses.
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4.1.6 Ambitions

Based on the above mentioned drivers, companies develop ambitions which are later
translated into their strategy. Our collected data indicates that all three case companies set
themselves very high ambitions in an overarching sustainability vision, as to systematically
become CO2 neutral in the near future®. Further, in their respective areas they set the target to
“be number one, [because] it doesn't make sense, not to say we want to be the most
sustainable mobility solutions provider” (Interviewee 1, CI). All case companies conduct
frequent review sessions where they follow-up on their targets and ambitions and adjust their
approach as needed. For instance, company C1 conducts frequent review sessions where they
look at their ambitions for every single theme included in their sustainability strategy. Each
theme then will be assigned to one of three clusters: “be compliant”, “be in the midfield”, and
“be number one”. The decision where and how high to set the ambition is then based on
expected capabilities, the management board’s expectations and other stakeholders’ interests

(Interviewee 1, C1).

It became evident that the companies’ target horizons are constantly challenged and that there
is an overarching commitment to be “number one" in the business’s core areas, such as Traffic
Safety for car manufacturer C1. All of our interviewees even actively questioned their
company’s target horizon to become CO2 neutral by 2039/2040/2035, as to whether that is
still soon enough or whether they need to resharpen that ambition moving forward in the light
of stakeholder expectations and needs, financial goals and emerging government legislation.
However, it is highlighted that instead of being paralyzed by possible future regulation they
“rather see this as a huge opportunity where if [they] actually act and if others act, [they]
might come up with better and better solutions” (Interviewee 2, C2). This allows our case
companies to resharpen their ambition and their placement in the market in comparison with

the competitors while contributing to a more sustainable future.

6 Case company C1 set a target for CO2 neutrality for 2039, case company C2 for 2040, and case company OR1
for 2035 (see Sustainability Reports).
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4.2 The strategic process and the role of systems
thinking

4.2.1 Definition of sustainability

During the interviews, it became evident that all interviewees share a common understanding
of sustainability as a greater construct consisting of the three interrelated and interdependent
dimensions of ecological, social and economic sustainability or “people, planet, profit”
(Interviewee 3, C1). However, when asked about the meaning of sustainability, none of the
interviewees had a specific definition that they work or live by, but that “[...] sustainability can
be more or less anything” (Interviewee 2, C2). Also, their corporate purposes are rather open
and more principle-based as for instance formulated by OR1, ‘we want to create a healthier
planet for our children by creating responsible choices every day’. Nonetheless, it was
emphasized that all three pillars need to be harmonized for a successful sustainability strategy

to be developed:

Without functioning governance, with corresponding effects or actions, it doesn't work
at all. So, if the governance is not anchored and our boards are not involved, then we
can pedal all we want at the bottom and it won't work. [...] We are a stock
corporation, and we can take up environmental issues, but if we don't work
economically, then none of this will do us any good. That's why it's only possible in a

balanced triad (Interviewee 1, C1).

All three companies have divided the three dimensions of sustainability into their own areas
of responsibility by having teams specializing on the different topics. As Interviewee 4 from
ORI1 explains, they see the need for the different themes to be separated, as otherwise quite
often people would forget that for instance human rights are just as important as the
environmental aspect of sustainability. It is further highlighted that there seems to be a shift of
focus on action away from the planet to the people, as the environmental and economic

aspects are already deeply integrated and, as Interviewee 4 (OR1) emphasizes,

they need to happen anyways, and they need to be on a very good level. So, we

wanted to focus on those things where you can still prioritize, such as forced labor,
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vulnerable groups, but also on diversity, inclusion, and equality, because all these

things are growing.

4.2.2 Systems and the circular economy

The world's natural resources are finite, yet economic activity is expected to increase sharply
by 2050 (FAO, 2017). This means there are huge incentives for our case companies to revisit
existing structures of production and consumption processes utilizing resources. Therefore, as
described earlier, sustainability is a wicked problem and a systemic challenge. Our findings
show that these ‘systemic’ problems can thus only be solved properly if our case study
subjects recognize how all these factors interplay to generate certain developments and
patterns of behavior. Thus, if they do not comprehend the issue, they are unable to achieve an

appropriate solution.

Systems thinking hereby serves a twofold purpose. It is a means to assist our case companies
in identifying root causes and implementing better solutions, and it provides the lens or
framework for their conceptual understanding (MacArthur, 2013). Furthermore, it assists them
on their transformation to a circular business or even to a circular economy as a whole. Wavell
(2020) describes circular economy as a concept that emphasises the need for designing,
making, and using things while taking the scarcity of resources and our planetary boundaries

Into account.

Circularity is considered in many of the activities of our case companies. C2, for example,
views its remanufacturing process as an important way to manage resources by developing
sites that do not send waste to landfills while minimizing the amount of waste material and
increasing the amount of material for recycling and reuse (C2, Sustainability Report, 2020).
There is agreement among our case companies that the linear view of economic processes in
the world is outdated and that one must truly understand the relationships within the system in
order to capture the entire system. Interviewee 2 (C2) points out that the company is not only
focused on creating circularity within its business processes, but that it is also "trying to take
responsibility for what suppliers do and then what [its] customers do". The movement toward
a circular economy is an example of how sustainability is understood as a business

opportunity that makes a company more resilient and successful in the future, as well as a
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contribution to society as a whole. Company OR1 emphasizes that moving to a "circular

bioeconomy" is no longer an option, but that it is

the best approach not only for the company itself, but also for people, society and the
economy - not to mention the planet as a whole. Not only to get us through this

pandemic, but also to address the climate crisis and the global plastic waste challenge

in the longer term (CEO, ORI).

4.2.3 Stakeholder involvement in the strategic process

According to the systems thinking approach, companies must consider the various
stakeholders along the value chain when making strategic decisions. Our case companies have
chosen to do so by actively involving their employees, suppliers, NGOs and external experts

in the strategic process.

As the business environment is changing, organizations’ ways of working have to change, too.
All case study subjects emphasized that this transformation and its success is driven by the
people working with and living up to the newly set standards. Further they argue that their
employees’ mindset is changing. Some interviewees are more critical by highlighting that it is
a “debt to both be collected and brought” (Interviewee 3, C1), meaning that they “can't always
tell everyone everything”, but that their employees need to familiarize themselves with those
topics on their own. Interviewee 1 (C1) perceives a growing feedback by their employees on
their communication channels who react critically to strategic sustainability measures and in
return integrates their feedback “because it gives us another chance to say, ‘Okay, well, maybe
the view that we didn't see is right’, because at some point you're walking around in a tunnel”.
Interviewee 3 (C1) considers it a great achievement of their organization to have everyone
understand the importance of sustainable business practices above their personal fears and

restlessness:
At the end of the day, I think there is not one single way or single answer to it. But all

of it comes together [...] and it does make business sense, because I don't believe we

would stay in business unless we do this. And on top of that, we happen to try to save
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the climate or help save the climate, which is a positive benefit of it (Interviewee 2,

C2).

Besides their employees, the companies are also working with existing suppliers to further
develop sustainability practices in the respective region (Interviewee 4, OR1). Through
regular materiality assessments (see Fig. 4.1) they aim to understand the most relevant
sustainability issues at hand, reflecting various stakeholders’ needs which in turn assists them
to communicate the dependence of the strategic process on sustainability to the decision

makers:

We had talked to investors, customers, NGOs, and policymakers. So, it provides a
good understanding of what is expected of us, and makes it easier to communicate to
our management board what needs to be visible in our strategic planning (Interviewee

4, 0OR1).

Carbon handprint

Safety, health and wellbeing

Forced labor and vulnerable groups Innovation and partnerships

Carbon footprint and
environmental impacts

Ethics, transparency and
open communication

Tackling plastic waste challenge

Protecting biodiversity,
water and soil

Influence on stakeholder assessment and decision-making

Diversity, equality and inclusion

Significance of economic, environmental and social impacts

Economic Responsibility Corporate Governance Supply Chain Sustainability

The cornerstones for everything we do

Figure 4.1: Example of a Materiality Matrix (OR1, Sustainability Report 2020)
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4.2.4 Use of backcasting and the ABCD-procedure

When talking about the strategic process, all interviewees stressed the importance of agility
and flexibility in their decision making process. They understand strategy as a link between
the firm and its environment and have an innate awareness that their vision and the company’s
purpose can only be reached through an ability to react to outside changes, as tellingly

described by Interviewee 3 (C1):

There is no fixed ambition which will remain valid for the next ten years, because that
doesn't work. The world won't stay still for ten years, but will keep on spinning. Also
our understanding of sustainability and our sustainability aspirations will likely be
changing. So we can't be static, but have to look at what's happening in the world, and

whether the focus of our strategy is still the right one.

In line with the ABCD planning procedure, interviewees from C1 and OR1 highlighted that
they work with a defined basic process and a constantly changing project focus which is
reassessed regularly during semiannual review processes and materiality analyses (see fig.
4.1), and chosen based on “[their] relevance to [the] business, stakeholders, and estimated

magnitude of their impacts” (OR1, Sustainability Report 2020).

The aforementioned characteristics of our case companies’ strategic processes build an
integral part to the backcasting approach. The implications they have on the strategic process

will be further discussed in Chapter 5.2.2.

4.3 FSSD sustainability principles & corporate
sustainability strategies

We know from our interviewees that their companies’ sustainability strategies were not
knowingly built within the Framework for Strategic Sustainable Development and that they
were not familiar with the sustainability principles proposed by Broman & Robert (2017).
However, using the FSSD as an analytical frame shows that their strategic sustainability

ambitions and their corporate values correspond with the FSSD principles. The FSSD
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sustainability principles are divided into an environmental and a social component and

Broman & Robert (2017, pp. 23) define them as follows:

“In a sustainable society, nature is not subject to systematically increasing...

concentration of substances extracted from the Earth's crust.
concentration of substances produced by society.

degradation by physical means.

And people are not subject to structural obstacles to...

Health,
Influence,
Competence,
Impartiality,

And meaning making.”

Broman and Robert (2017) argue that the definition of the sustainability principles enables the

FSSD user to operationalize them through the addition of the phrase “not contributing to...”.

As a result, we get a guide for sustainability-oriented decisions and behavior:

“Organizations should not contribute to systematically increasing...

Concentration of substances extracted from the Earth's crust.
Concentration of substances produced by society.

Degradation by physical means.

And they should not contribute to creating obstacles to people's...

Health
Influence
Competence
Impartiality

And meaning making.”

Based on these criteria, we can assess to what extent the sustainability strategies, and the

processes towards them are in line with the FSSD sustainability principles.

Our three case study subjects have introduced strategies to either reducing their CO2

emissions or even becoming completely CO2 neutral businesses in the near future.

Furthermore, all three of our case study subjects attempt to reduce the concentration of
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substances extracted from the Earth’s crust by following up on their ambitions to become
circular businesses or contributors to the circular economy, as in the case of OR1. They
furthermore encourage, or even commit their suppliers and partners to joining their
sustainability ambitions of becoming CO2 neutral businesses. In doing so, they actively work
towards reducing the concentrations of substances extracted from the Earth’s crust, towards
reducing concentrations of substances produced by society and towards reducing degradation
by physical means. As a result, their strategic ambitions are in line with the environment

related FSSD sustainability principles.

The Code of Conduct Documents of C2 and ORI, and the Integrity Code of CI provide
insights into the corporate values and principles that can be assessed against the social
dimension of the FSSD sustainability principles. We find that all FSSD sustainability
principles are represented in these documents. While we cannot assess the performance of our
case study subjects in relation to these principles, we can assess the strategic ambitions the

companies have regarding social wellbeing.

All three case study subjects show a commitment to ensuring a safe work environment that
maintains physical and mental health alike. Compared to C2 and OR1, C1 provides a more
detailed account on how they plan to achieve this. C1 aims at reaching that commitment by
providing all the required safety equipment, following workplace safety standards and by
promoting health by offering programs in the areas of occupational safety and medicine,

health promotion in the workplace, ergonomics, reintegration and counseling services.

The FSSD principle “influence” refers to the fact that people are given the opportunity to
actively participate in the social system (Broman & Robeért, 2017). In this regard, OR1 states
in its Code of Conduct that it values maintaining open discussions and dialogues with all its
stakeholders.

The FSSD principle “competence” refers to the fact that people are given the opportunity to
learn and develop their competences (Broman & Robert, 2017). While this principle does not
come through in the above-described documents, it is evident from our interviews that the
continuous development of employees in sustainability matters is promoted in all three
companies by means of workshops, seminars, and open discussions. All of the above

contribute to the growing competence of their employees.
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The FSSD principle “impartiality” refers to the fact that people are safeguarded from
discrimination or unfair treatment (Broman & Robert, 2017). We find this principle met in our
case study subjects through commitments to Human Rights, and/or non-discrimination.

Finally, the FSSD principle “meaning making” refers to the fact that people are provided with
the ability to create individual meaning, e.g. through the expression of culture (Broman &
Robert, 2017). We also find this principle met by the same commitments that were discussed
for the “impartiality” principle. We furthermore, find all of the above discussed social
principles present in our case companies’ sustainability strategies, which also include aspects
such as producing cars in line with the highest safety standards, the respect of human rights
throughout the supply chain and the cooperation with external stakeholders, just to name a

few.

According to Broman & Robeért (2017), fulfilling the conditions of the sustainability
principles is essential to creating a principle-based definition of sustainability. The benefit of
aligning strategic processes with tangible sustainability principles is that they offer reference
points that guide strategic actions whereas most definitions of sustainability only describe an

ideal state, which is difficult or even impossible to achieve (Broman & Robért, 2017).

4.4 The challenge of communicating strategic sustainable

mnovation

Developing and implementing a comprehensive, successful sustainability strategy is
obviously not free from challenges. Among challenges like dealing with a global pandemic
and choosing focus areas while considering the circularity of the system are only some of
them. Nevertheless, according to our interviewees, the most prevalent and crucial challenge
within the strategic process is to communicate it throughout the organization and to “get
everyone on board” (Interviewee 1, C1). In the following sections, we identify three directions
of communication that companies need to consider in their strategic process: Firstly,
communicating the sustainability strategy internally - bottom-up to the management board as
well as throughout the entire organization, and finally, communicating the strategy externally

and enforcing suppliers’ commitment to sustainability.
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At this point, it is important to remember that all three case study subjects have allocated
significant resources to the development and implementation of sustainability strategies. As a
result, they have established sustainability departments or divisions, who dedicate their work
solely to advancing their companies’ sustainability agenda. Therefore, most of the initial work
on sustainability related strategy does not occur in management board meetings, but within
the sustainability departments headed by our interviewees. The reason why this is important to
emphasize is, because this structure also results in one of the biggest challenges that was
highlighted during our interviews - the challenge to communicate sustainability in all

directions of the organization.

4.4.1 Communication with the management board

As we discussed earlier in our theoretical framework, sustainability is a challenge that is
composed of three different dimensions: the economic, ecological, and social dimension. As
we argued at an earlier point of this paper, these dimensions must be addressed holistically,
because they are inherently related and connected to one another. However, to make this

connection visible proves difficult to put into practice in some cases.

Even though all our interviewees stated that throughout the past years, it has become easier to
put sustainability topics on the corporate agenda and have them approved by the management
board, it still seems to be a challenge today. In response to our question why that was the case,
interviewee 4 from ORI responded that it proved difficult to motivate the board to pass
sustainability related measures which are not easily turned into a financial profit. She
particularly emphasized that for example the inclusion of human rights and biodiversity are
difficult subjects, because they require far-reaching measures, with no direct returns on
investment. On the other hand, she also stated that motivating climate related measures, like
the reduction of CO2 emissions has become much easier to pass through the management
board. This is because nowadays one can calculate the cost of pollution. As a result of the
European Union Emissions Trading System (EU ETS), all EU manufacturers need to provide
CO2 certificates for each ton of CO2 they emit. The fact that certificates can be traded, and
the resulting market dynamics of supply and demand, result in a price for CO2 certificates and

consequently a price for CO2 emissions.
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Another reason, sustainability strategies are sometimes difficult to get through the
management board was stated by interviewee 3 from C1. Even though sustainability can be a
cost saving factor, it is rather a long-term investment. This is because today, the investment
costs connected to building new manufacturing facilities, just to reduce CO2 emissions, is
way more expensive than simply compensating CO2 emissions through ETS certificates. She
explained that today sustainability is not creating any profits at all and that it is a very costly
long-term investment. Also, the investments currently put into the development of electric
cars are not based on the current market for electric cars, but rather on predictions of future
trends. Therefore, in the case of C1 and C2 the current expenses put into developing more
sustainable products and manufacturing processes, are by far not covered by current profits
from sales or resulting cost-savings alone. However, the case that strategic sustainable
innovation can turn a profit is proven by our third case study company. Compared to C1 and
C2 - ORI has introduced strategic measures to shift their focus on sustainable innovation
about 10 years earlier. OR1 has taken first steps to shift their strategic focus to
sustainability-oriented innovation before 2007, so that nowadays about 94% of OR1’s profits

come from renewables.

In order to counter the above challenge, C1, C2 and ORI have all introduced several measures
to counter the hurdle of bottom-up communication between the sustainability focused
mid-level management and the management board. Firstly, sustainability has become a
non-financial remuneration component of management board and senior management
members. Making sustainability a non-financial remuneration component creates a direct link
between sustainability performance and the salary of top management in C1, C2 and ORI.
Secondly, all our interviewees emphasized that in most cases their proposals to the

management board are data driven. For example, Interviewee 2 from C2 said that

[...] When we manage to get through to the management team and describe why this
sustainability strategy is the right way to go, it is usually because we are data driven.
We manage to explain to them the activities that need to be done, and the effects that

they will have and prove them through data.
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Besides being data driven, another approach to addressing the need for measures towards

strategic sustainable innovation was provided by Interviewee 4 from OR1:

[ think the best tool for me was to show that Black Rock, the world's biggest investor,
had just come out with their CEQ letter that states that they are pulling out of funds
from companies that don't have a credible climate approach. And then you know that
when Black Rock speaks, there are very few CFO's and board members that don 't

listen.

These two approaches to conveying the need for measures towards strategic sustainable
innovation to the management board make two things clear. Firstly, corporate decision making
relating to strategic sustainable innovation is still to a large extent driven by the narrative of
‘sustainability as a business case’. Secondly, even in instances where the business case cannot
be made by means of cost saving calculations or direct profits, with increasing interest in the
sustainability issue by large investment firms, sustainability has arrived at the center of the
financial/capital market. The sustainability performance of companies and the fact that they
are measured by ESG criteria on indices like for instance the DJSI, has become more and
more important for securing investments by companies like Black Rock. This circumstance
changes the characteristic of strategic sustainable innovation as a long-term investment to an

issue that can have direct, short-term financial implications.

4.4.2 Communication throughout the entire organisation

While the communication of the sustainability departments or division with the management
board is essential for passing measures that lead to strategic sustainable innovation, the
implementation of these measures and the actual sustainability performance is mostly
dependent on the integration of the sustainability process across the entire company. However,
through our interviews with C1, C2 and ORI, it became clear that communicating
sustainability top-down with the rest of the organization, poses another major challenge to the
strategic process. The challenge here seems to be that contrary to our interviewees, most
employees at C1, C2 and OR1 do not have sustainability as a key concern in their daily work
lives. Nonetheless, as we have discussed at an earlier stage, sustainability needs to be

integrated across the entire value chain and this includes its integration into every aspect of
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the organisational operations. Interviewee 2 from C2 put it as follows:

The challenge is that we would like every engineer to know more or less how he can
contribute to deliver on our sustainability strategy and to know what the role is, they

can play in it.

Interviewee 3 from C1 furthermore stated that

[...] We often receive feedback from colleagues that it is difficult to understand how to
transfer our sustainability ambitions into their daily work. Especially in legal and
compliance consulting, we often need to emphasize not just to focus on legal
compliance, but also to look at aspects that go beyond that. Like for instance societal

expectations.

A common feature among the three companies has been their use of the intranet as a
communication tool of sustainability issues and sustainability strategy with the entire
organization. All our interviewees emphasized that the intranet was frequently used by them
to post articles or sustainability related news regarding the company's approach to
sustainability. However, these posts also reveal another challenge that arises from
communicating sustainability strategies with the entire company. We learned from another
interviewee at C1 that while there usually is great engagement in the comment sections of
their posts, skepticism or even criticism emerges from these discussions. Since employees
play such a central role in every company's strategic sustainable innovation, C1, C2 and OR1

have also found several ways to address these challenges.

Firstly, a large portion of the work done by the sustainability managers we interviewed for the
purpose of this study consists of participating in team meetings across different company
divisions to explain the need for sustainable development within the company and how it can
be achieved. A sustainability manager from OR1, who has formerly worked as a lobbyist,

compared this activity to her previous career reminding us:

I'm a former lobbyist, and lobbying can also happen internally by explaining again

and again that we 've made this [sustainability] commitment and to make it happen we
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need to change our processes.

Secondly, all the companies organize workshops to educate employees about the sustainability
challenge and to communicate the role they play in the process of the company’s sustainable
development with them. For example, only last year, Cl conducted a compulsory
sustainability training for the entire staff of 300.000 employees worldwide. The training was
conducted to explain the sustainability topics of the company to all employees and to explain
how they address them and what the motivations behind them are. Furthermore, C1 sends out
sustainability newsletters that are sent to the colleagues where they present external interviews

with experts.

Thirdly, it was emphasized by an interviewee from C2 that the sustainability strategy is
usually broken down into tangible components which serve as guiding principles with
concrete areas of responsibility for each different team within the organization. Finally, it is
not just important to communicate the sustainability ambitions internally, but also to ensure
that each employee feels like they are an integral part of it. Here the challenge for companies
is to not overlook their employees’ active participation in the strategic process and to create a
fit between their ideas and the company’s investment criteria. It is a valuable contribution to
strategic planning to “be able to show people [employees] that they have identified issues that
have not been solved before and that they have contributed to solving these issues” with their
input (Interviewee 4, OR1). This shows that employees do not only play a pivotal role in
implementing sustainability strategies but that they can also contribute to the formation of

strategic sustainable innovation through strategic inputs.

4.4.3 Ensuring supplier commitment to sustainability

We previously described the systems approach of our three case study subjects in their
sustainability strategy. It comprises C1, C2 and ORI to not only change towards sustainability
internally, but also to invite external stakeholders, in particular their suppliers, to join them in
their sustainability ambitions. All three companies realized that the impact of their
sustainability ambitions can be amplified when they ensure that every stakeholder involved in
the value chain of their products would also commit to their sustainability ambitions. C2

conducted a study regarding the emissions produced by their suppliers. Even though the study
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only involved the 90 largest suppliers (of their total of 7000) they found that these 90
suppliers were contributing to 17% of global emissions. As a result of this study, C2 realized
that involving the suppliers in their sustainability strategy “can create trigger effects” which

will result in an overall bigger sustainability impact.

In many cases our case study subjects found that convincing their suppliers to commit to their
ambitions regarding CO2 neutral production was easier than expected. Many suppliers either
already had previously established sustainability strategies that already entailed commitments
to CO2 neutral production, or they were quick to sign to such commitments as a result of the
changed requirements introduced by our case study subjects. For example, in the case of C1,
75% of their suppliers already signed said commitments at this time. While for some
suppliers, this did not seem to be a big challenge, because they already committed to the goal
of CO2 neutral production, for others, sustainability commitments are more difficult to
realize. In some cases, this is because the suppliers are located in regions, where the access to
sustainably produced energy is significantly limited. Interviewee 4 from ORI furthermore
stated that in other cases, suppliers are just too small to have the capacities to develop more
sustainable products. Interviewee 2 from C2 and Interviewee 4 from OR1 both stated that in
these cases it is pivotal to help each other out in developing needed capabilities towards
greater sustainability. “In those cases, we often need to help them [the suppliers] develop their

sustainability performance before they can become our suppliers” (Interviewee 4, OR1).

These findings show that large international companies can have a significant impact on
suppliers of an entire industry. The implications and contribution of including suppliers in
their sustainability strategy proves the case for approaching sustainable development in a
systems way. It furthermore shows that in many cases suppliers can be persuaded to commit
to sustainable development merely through changing expectations and demands from their
largest clients. If this is however not possible, companies can still contribute to assisting their
suppliers in sustainable development through the exchange of their know-how of sustainable

development.
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5 Discussion

In this chapter, we are going to discuss the above laid-out findings and answer our research

questions:

e What are the key features of ongoing strategic sustainable innovation processes at
large, international companies?
e How do processes of strategic sustainable innovation at large, international companies

align with the FSSD?

5.1 Key features of strategic sustainable innovation in

large, international companies - comparing the cases

Our findings show that there are quite significant similarities between the strategic approaches
and challenges that our three case companies encounter during their sustainable development
journey. While this may not come as a surprise when comparing two companies from the
same sector, as in the case with C1 and C2, it does come as a surprise to see that the strategic
sustainability ambitions, approaches and challenges of ORI in many ways align with the
experiences of Cl and C2. In the following section of this paper, we will discuss the

commonalities among our case study subjects in their strategic sustainable innovation.

First, C1, C2 and ORI all experience sustainability driving forces that largely can be grouped
in the economic dimension discussed earlier in the theoretical framework. The changes in
sustainability-oriented legislation, the heightened pressures from the public and the
competitive environment, as well as the increased importance of sustainability performance in
the world of finance have proven to be major sustainability driving forces among our three

case study subjects. As identified by Broman and Robért (2017), these changes represent a
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shift in the market demands for sustainability. While we see that the previously described cost
factors linked to negligence towards sustainability serve as an important driver for companies,
there are also incentivizing factors which our case study subjects were able to foster through
implementing successful sustainability strategies. The (expected) outcomes of our case study
subjects’ sustainability strategies are in line with Whelan and Fink (2016), who argue that
there is a significant business case for sustainability. According to Whelan and Fink (2016),
sustainability strategies promote stakeholder engagement which in turn creates a heightened
awareness of economic, social, environmental, and regulatory changes that may arise. We find
this confirmed in our findings which show that our case study subjects are in constant
exchange with all their stakeholders, from employees, to customers, legislators, suppliers,
NGOs and experts to develop their sustainability strategy. This continuous exchange provides
them with a greater understanding of their environment and thereby creates a competitive

advantage for them (Whelan & Fink, 2016).

Other business case factors which can result from sustainability strategy are the fostering of
innovation, the building of customer loyalty, the creation of a more attractive work
environment and finally, financial performance (Whelan & Fink, 2016). Since this paper does
not focus on the outcomes of sustainability strategy, but rather on the strategic process itself,
our findings provide limited insights whether these strategic outcomes have been achieved by
our case study subjects or not. However, we can confirm that all these aspects were described
by our interviewees as playing an important role in motivating the management board to pass

certain sustainability related decisions.

It is likely that these driving forces explain why all three companies have similar strategic
sustainability goals. They all set a strong focus on achieving CO2 neutrality, and becoming
circular businesses. While these goals address their business operation, i.e. manufacturing
processes, they also choose strategic goals to adapt their business models in terms of their
product offerings. Both C1 and C2 aim at shifting their production entirely towards the
manufacturing of electric and hydrogen powered vehicles. OR1, on the other hand aims at
maintaining their role as leading provider of sustainable, biofuel manufacturer and producer
of sustainable plastics. Furthermore, all three have integrated human rights and social issues
into their strategies. Our findings lay out how our three case study subjects align their

strategic ambitions with the sustainability principles of the FSSD. Their environmentally
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oriented strategic commitments as well as their commitment to creating an inclusive,
productive and safe work environment show that while sustainability can be divided into three
dimensions, these dimensions are interdependent (Baumgartner & Ebner, 2010). Even though
the primary driver of, or incentive for sustainable development can be found in the economic
dimension, the social and environmental dimensions of sustainable development function as

an enabler to reach the economic benefits of sustainability.

Following the different types of sustainability strategies discussed in our theoretical
framework, we find that in order to fully integrate a sustainability strategy across all systems,
stakeholders and the entire value chain, companies need to implement visionary sustainability
strategies. C1, C2, and OR1 all made sustainability a central issue of their corporate strategy.
They all created divisions who focus on further developing and monitoring the process of
strategic sustainable innovation in their organization. Furthermore, they integrated
sustainability into all aspects of their operations: They made decisions which drastically
changed their business model from being a combustion engine car manufacturer to becoming
an electric car manufacturer or from being a crude oil refinery to being a company that
heavily focuses on alternatives to crude oil products and now has become one of the largest
sustainable fuels and plastics producer. Additionally, they decided to not only implement
sustainability-oriented changes within their own company, but also took their sustainability to
all other stakeholders, to their suppliers, forcing them to also commit to sustainability goals
like CO2 neutral production. We find Baumgartner's (2009) account of visionary
sustainability strategies confirmed in our findings, because C1, C2, and ORI also integrate

aspects of introverted, extroverted, and conservative strategies.

Firstly, in introverted strategies external pressures like legal compliance or changes in market
demands serve as major drivers of sustainability (Baumgartner, 2009). While we found
external pressures also to play a major role for our case study subjects, we found that rather
than just working towards legal compliance C1, C2 and ORI pushed their sustainability
ambitions beyond legal requirements. They even put into question whether the current legal
requirements go far enough and therefore involve themselves in the legislative process as

consultants.
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Secondly, extroverted strategies focus on the outward image of the company and aim at
creating a sense of public acceptance (Baumgartner, 2009). Our findings show that assessing
and reporting their sustainability related progress is a pivotal aspect of our interviewees’ daily
work, and all three companies have extensive sustainability reports where every sustainability
related step is communicated to the public. This shows that C1, C2, and OR1 are strongly
concerned about their public image, and very aware of how their sustainability process can

contribute to that.

Finally, the creation of a competitive advantage through sustainability strategies, as
emphasized by conservative strategies was particularly visible in OR1. Since OR1 was one of
the first oil refining companies to shift their focus on renewables in the early 2000s, they
managed to secure their position as the world's largest sustainable fuel manufacturer. This has
created a competitive advantage which plays a role in why renewables contribute to such a
large extent to their profit. In the cases of C1 and C2, it is probably too early to judge whether
their sustainability strategies result in competitive advantages, and since most major car
manufacturing companies currently undergo similar ambitions in increasing the role of
electric cars, it is unlikely that this factor played a major role in their strategic process.
However, C1 and C2 do already experience competitive advantages as a result of their strong
focus on sustainability, when we consider that the capital markets currently significantly favor
sustainable companies over non-sustainable companies. As a result, also C1 and C2 already
have an advantage over companies with worse sustainability performance in terms of their

access to external financing.

5.2 Strategic processes at large, international companies
through the lense of the FSSD

Our study aims at applying the FSSD to the strategic processes of our companies for two
reasons: Firstly, we used it as a tool to structure the analysis of documents and interviews
according to the features of the FSSD and consequently evaluate if the strategic processes at

large, international companies align with the framework. Secondly, this approach allowed us
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to test the FSSD from the viewpoint of practical applicability, reasoning, logic and usability in

the context of strategic processes towards sustainability (Broman & Robeért, 2017).

In recent decades, the FSSD has received much attention for helping companies and
organizations to better understand the global sustainability challenge, placing themselves in
that context, and developing a strategy toward sustainability by gradually reducing their
adverse influence on social and ecological systems (Broman & Robért, 2017). At the same
time, they are advancing their own organization by taking advantage of innovation
opportunities, developing new business models, entering new markets and gaining new

market shares, as well as reducing risks and operating costs (Broman & Robert, 2017).

Our findings confirm that the FSSD provides a comprehensive structure that allows for key
areas of action to be identified while it helps companies to coordinatively use their strengths
in their respective industry. It should be highlighted that all three of the companies operate in
traditionally unsustainable industries, but nonetheless they all have well developed
comprehensive sustainability strategies which we will elaborate more on in the following
sections. Although none of our interviewees were familiar with the FSSD, one can recognize
the FSSD’s key features, sustainability principles, and strategic planning characteristics in

their companies’ strategic sustainable development.

As a reminder, the FSSD comprises of the following main characteristics, as described by
Broman and Robeért (2017):
a) The funnel metaphor that aids the understanding of the sustainability challenge
and the intrinsic benefits of competent proactivity.
b) A five-level structuring and inter-relational model that differentiates and illustrates
the connections between phenomena that have an inherently different character.
c) A principle-based definition of sustainability that serves as a framework for
backcasting in strategic development and re-engineering for sustainability.
d) An operational scheme for the creative design of strategic transitions towards

sustainability, namely the ABCD planning process.
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We are now going to discuss our most important findings through the lense of the FSSD
which will lead to our suggestion for essential key success factors for strategic sustainable

development at large, international companies:

1. Strong communication channels throughout the organization and within the system

2. A flexible and agile decision making process: Applying backcasting from an
overarching principle-based vision

3. A holistic strategy covering all aspects of sustainability while focusing on core

operations of the business

5.2.1 Communication in companies

Bearing in mind that people have different values and principles, it can become a challenge
for organizations or groups within organizations to agree upon thorough descriptions of

desirable distant futures and the corresponding strategies (Broman & Robert, 2017).

As a result, an internal or external perception that nothing can be agreed upon can potentially
lead to a high risk of apathy and inaction within the company. That said, Broman and Robert
(2017) acknowledge the importance of taking every part of the organization and their
environment into account when developing and pursuing a strategy towards sustainability.
However, we found that little to no attention is given to the absolute necessity of
communicating a strategy for it to successfully penetrate the entire organization on all of its
levels. All of our companies, regardless which sector they operate in, consider communication
within the organization as the biggest challenge on their strategic journey. We identified three

types or directions of communication.

Firstly, our interviewees stressed that communicating the urgence and business case of
sustainability to the management board with ultimate decision-making power proves difficult
oftentimes due to their reliance on data and financial aspects. Secondly, communicating an
organization’s sustainability strategy throughout all levels of the organization proves difficult,
since sustainability is not on every employee’s agenda. Our interviews and the reports show
that the right way of communication and posing the right questions can be particularly helpful

to ignite and trigger people’s understanding and response towards the issue at hand.
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We thus believe it is critical to learn to look beyond short-term gains and quick fixes, and
instead engage in profound discussions that explore catalytic questions as well as innovative
opportunities before decisive courses are set. The need to engage with wicked, systemic
problems and to shape a sustainable future necessitates powerful questions which are capable

of "traveling well" in networks while challenging the contemporary system (Vogt et al. 2003).

Peavey (1995) argues that strategic questioning is a different kind of communication, one that
is not concerned with present reality, but instead explores, in a dynamic and creative way, how
things might be in the future. It further enhances our ability to have effective conversations,

particularly with people who have a worldview different from ours (Peavey 1995).

Accordingly, our interviewees highlighted that they actively seek to engage with their
stakeholders in a non-confrontational manner which aids not having misunderstandings,
defensiveness and resistance. One tool our case companies use is to establish a culture of
collective meaning-making and to create informal and formal pathways and processes of
questioning as they ongoingly and iteratively investigate their operating landscape (Vogt et al.
2003). Here, properly framing a question is essential as learning processes become
indispensable facing today's sustainability challenges. We understand that in contrast to
smaller companies or even startups, the ability to constantly engage with people and create
allies with a shared sense of responsibility (Robert, 2002) might be limited due to stricter
hierarchical structures at our case companies as well as due to their size. Our interviewees
stress that when developing a strategy, they see people getting excited to come up with their
ideas and actions — particularly if they do not only provide solutions for “fixing the problem”,
but more so on “enhancing possibilities and opportunities” (Interviewee 1, C1). However, it is
of utmost importance that room for those solutions to be heard and considered is created.
Therefore, we suggest that the right questions need to be asked and an effective
communication channel needs to be developed, before strategizing in order to release the
greatest possible potential of all employees and stakeholders, and to stimulate creativity and

collaboration (Simons, 2010).

In the scope of the FSSD, asking the right strategic questions for sustainable development and
ensuring close communication and collaboration on all levels of the organization can be

considered a strategic tool towards the achievement of a best-possible sustainability strategy.
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Nevertheless, we find that the FSSD underestimates the importance of communication as a
key success factor of strategy development, especially in large, international corporations. We
feel the need to emphasize that communication has to be given a central role in a company’s
strategy work. Having a comprehensive strategy is one thing, but in order for it to be
successful, it needs to be lived by the entire organization and therefore a great deal of the
focus should move to ensuring that the company’s values, principles and visions are lived by

its people.

5.2.2 Backcasting from a principle-based vision

The transformation to a sustainable society is a complex challenge that requires, for example,
“extensive coordinated collaboration across disciplines and sectors” (Broman & Robert, 2017,
p. 19). With regard to a sustainability definition, the challenge is to make it operational and
consistent and, as a result, to develop a systematic approach according to which companies

can plan and act to fulfill their sustainability mission.

Broman and Robert (2017) argue that in order to achieve societal change in the magnitude and
at the speed necessary for sustainability to be a realistic achievement, a thorough
understanding of the nature, scale and urgency of the sustainability challenge needs to be
created, as well as the business case for competent proactivity toward sustainability. They also
argue that concrete methodological support is needed for such proactivity. Forecasting and
backcasting are two prevalent concepts that support planning and decision making. While
forecasting projects current reality onto a probable future, backcasting deals with strategy
development starting from a defined vision, and then asking which steps and measures to take
today in order to get there (Robinson, 1990). Our interviews indicated that the backcasting
approach comes naturally to all of our case companies and that all of them have taken an
approach of exploring steps on optional paths to their visions. Moreover, they do regular
re-assessments of their current strategies, and evaluate whether they are still following an
adequate path towards their vision. This in turn, can be considered a form of forecasting,
which however, takes place within an overarching backcasting process (Ny, 2009; Broman et

al., 2013).
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Broman and Robért believe that it is important to build a vision based on principles rather
than concrete actions, and not to tie it too tightly, as this would negatively impact the agility
and flexibility of the strategy process (Broman & Robeért, 2017). They further argue that
technological and cultural development continuously change the concrete circumstances for
companies in an unpredictable way. As a result, the ‘optimal’ vision and the path ahead are
also subject to such changes. Therefore, one may be ill-advised to prematurely commit
oneself to specific goals towards sustainability. What is considered an optimal final solution
today may later prove to be outdated and inadequate. In this respect, a principle-based vision
is more flexible than a scenario-based one because success can be achieved in many ways
within the framework of the principles (Broman & Robert, 2017). Furthermore, researchers,

such as Senge (2003), have observed that a principle-based vision can stimulate creativity.

In the context of our study, it can be observed that all companies follow a very broad and
principle-based vision, such as OR1, whose vision is defined as "leading the way towards a
sustainable future together". Despite this, all companies have set a target to achieve CO2
neutrality in the near future which is more in line with a scenario-based vision. However, our
interviewees expressed doubts as to whether this vision could be achieved at all, or whether it
might even be too unambitious (Interviewee 1, Cl; Interviewee 2, C2). In this case, we
believe, the vision is very tightly bound and runs the risk of swallowing up other opportunities
in the direction of sustainability. However, we must concede that, particularly in the sectors
we studied, the ecological sustainability aspect continues to play an overarching role and is

ascribed overriding importance, especially in the eyes of the public and investors.

Based on our findings, we can confirm that the FSSD is a useful tool as it argues for
backcasting from a principle-based vision as a strategic approach. Nonetheless, we believe
that it can benefit from incorporating a more emergence-based planning methodology,
especially with organizations finding themselves in a volatile, uncertain, complex, and
ambiguous environment where they need to act and adapt quickly. As of today, the FSSD
recommends an iterative yet linear planning process and stresses the necessity to re-iterate this

approach to planning as time goes on and conditions change. One could contend that this may
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work well for bigger organizations because of their more fixed hierarchical structures and
long-term investment roadmaps. However, large international companies, and especially those
in innovative industries such as automotive and renewable energy, need to be agile and
responsive, if not proactive, to external changes. This is the only way they can secure their
competitive advantage because, as one of our interviewees tellingly put it, "the world never
stops spinning" (Interviewee 1, C1). Therefore, we believe that a more emergence-based
approach may prove beneficial for larger companies, for example, when entering into
unknown markets or facing strongly disruptive technologies and settings, e.g. during a global
pandemic or when creating new products and services such as renewable energies or electric

cars..

The FSSD sustainability principles allow companies to identify and evaluate sustainable
options for various materials and processes before making investments. They are provided
with the opportunity for more efficient interactions leading to partnerships across disciplines
and sectors, regions, value chains, and stakeholder groups (Broman & Robert, 2017).
However, we argue that this principle-based evaluation is not feasible for every single step in
the strategy process, as it can paralyze the organization in situations where a rapid response is
required, instead weighing different principles’ importance against one another. For example,
our case companies often find themselves at a fork in the road where they have to choose one
direction or the other, for instance with the choice of SDG's to work with, which often poses a
dilemma, as Interviewee 3 (C1) describes: "Many SDG's contradict each other or also result in
dilemma situations as such. And the term 'dilemma' stands for the fact that in case of doubt

you can't resolve it, i.e., you just have to decide for one or the other direction."

5.2.3 A holistic strategic approach - systems thinking in a circular

economy

Donella Meadows (2008) describes systems thinking as a "way of thinking that gives us the
freedom to identify the root causes of problems and see new opportunities”" (p. 2). It is the

capacity to comprehend how the components of an overall system interact with each other to
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contribute to the entire system’s behaviour. At the other end of the scale, where one would use
reductionist thinking to complex problems, meaning that they apply linear cause-effect
reasoning, one is likely to achieve outcomes that entail unintended effects. Meadows (2008)
argues that we cannot truly comprehend these ‘systemic’ challenges until we develop an
understanding of how all of these components interact to create specific dynamics and
patterns, as we will not come to an appropriate solution, if we do not understand the issue.
There are at least three mental models that need to be thrown overboard by companies: 1)
Economic processes are linear; 2) There are infinite resources for the production of goods;
and 3) The economy is the entire system rather than a subsystem of the ecosystem (Karash,

2018).

Systems thinking becomes even more important today as our world continues to become ever
more deeply intertwined and as this change happens at an increasing pace. That is why
businesses need to become increasingly system-wise and develop tools and strategies to cover
all components within their respective system. Systems thinking also means being sensitive to
the complex nature of the system; to understand that resources are finite and that our actions
can have consequences of which we are unaware. In our case companies, systems thinking is
used as a diagnostic tool to effectively address underlying issues that are closely analyzed

before actions are taken based on hasty conclusions.

Moreover, systems thinking is used by our case companies to infer patterns of behaviour from
observation of data and events, and as a result, to uncover structures and patterns to facilitate
strategic action in order to adjust their actions and behavior if necessary. In doing so, however,
it is necessary to understand that sustainability is a topic that is constantly evolving due to
changes in legislation, customer demands and innovations, as is the world in which our
companies operate. Only with this understanding can they approach the diversity of solutions
necessary to understand and tame long-term, chronic problems, such as climate change and
human rights violations. We interpret that our case companies have created a strong awareness
of this volatility and constant change, as well as a willingness to acknowledge that they are in
a tightly knit web of relationships, one in which many times, there are multiple solutions to a
problem, as is usually the case for wicked problems. Our findings suggest that our case
companies understood that they have to do exactly that, by developing a strategy concerning

the three pillars of sustainability while being in constant exchange with all stakeholders.
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The holistic approach of the FSSD provides a useful tool to cut through complex systemic
layers, focusing on the interplay between processes, values, and players in the value chain and
their exposure to a variety of issues. We conclude that a systems-based approach can build the
capabilities needed to identify structure in today's nonlinear world and, in turn, support
backcasting to enable sustainable transitions. The Framework for Strategic Sustainable
Development also allows for more effective management of trade-offs in all three areas of
sustainability - environmental, economic and social - on the path to sustainability. It offers
decision-makers the opportunity to avoid any as yet unknown pressures, as it is designed from

a preventive approach.

The FSSD, through its precise breakdown, enables organizations to manage system
boundaries in a rational way using knowledge about the organization's activities. With the
help of the sustainability principles, it is possible to evaluate which sustainability aspects can
and should be prioritized, and the relevant system boundaries for the company can be defined.
For example, last year OR1 decided to focus strongly on human rights and social issues, as
these parts of the system have become more important to the company compared to
environmental and financial issues, where the need for action has long been beyond question.
However, as noted above, systems thinking also presents our companies with recurring
dilemma-like choices, as action in one area inevitably has implications elsewhere. Our
companies need to be particularly sensitive in this regard, as they interact within global value
networks and their actions may have far-reaching consequences on their environment as well

as on their resilience to external shocks.

We noticed that our case companies who all have a very comprehensive sustainability
strategy, have divided the sustainability issue among different departments. For instance, did
Interviewee 2 (C2) explain that his focus was exclusively on “reducing CO2” emissions in
which he was very data driven and that he would “let the others talk about the other issues of
sustainability”. On the one hand, we acknowledge that in a multinational car manufacturing
corporation there needs to be a division of the sustainability topics in order to ensure that they
are dealt with effectively and prioritized as they should. On the other hand, this poses the
challenge of taking a too narrow focus within one’s system and consequently making
informed choices about the number of chain reactions certain activities may have. Therefore,

we again argue it is pivotal to ensure close communication between various parts of the
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system and units dealing with the different pillars of sustainability, and to ensure that
appropriate indicators are selected to measure the impact of choices on other parts of the

system.

By understanding the implications of any trade-off, companies can thus mitigate its gravity or
even benefit from it. Therefore, systems thinking provides an overarching scaffold that allows
our case companies to make informed decisions on their sustainability journey which will
further assist them to make full use of the FSSD, its guidelines and principles, and to choose

wisely integrated indicators.
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6 Conclusion

6.1 Theoretical and practical implications

This thesis has investigated how large, international companies from traditionally
unsustainable sectors achieve sustainable innovation strategically. To do this, we conducted a
qualitative cross-case analysis, examining documents and reports, and conducting
semi-structured interviews with companies that have undergone a significant shift toward
greater sustainability throughout their value chain in recent years. To structure this highly
complex topic and to make it tangible, we used the Framework for Strategic Sustainable
Development, a framework that assists companies and organizations in developing their
strategic processes towards sustainability with a 4-step procedure. In our analysis, the
framework serves a dual purpose: First, we used the FSSD to structure our findings and to
draw comparisons between the three cases. Furthermore, the use of the FSSD allowed us to
benchmark it against the actual processes, values and principles that contribute to strategy
development in our case companies. As a result, we were able to examine the FSSD for its
practicality, usability, and logic in relation to strategic processes in large, international

companies and make suggestions for its improvement.

Our findings show that there are a multitude of drivers, motivating the development and
pursuit of strategic sustainable innovation in our case companies. We observe that all of the
drivers, namely government legislation, competitors, customers and public perception, and
shareholders and investors are largely motivating financially. This shows that strategic
sustainability processes at large, international companies are still mainly driven by the
business case and/or the economic dimension of sustainability, rather than by moral, social or
ecological obligations. However, despite that, our case companies have proven to take their
strategic ambitions beyond the legislative sustainability requirements anticipating possible

future regulations and market conditions.
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Furthermore, our findings indicate that in order to develop and advance with a comprehensive
sustainability strategy, it is essential to take a holistic systems approach that considers all
dimensions of sustainability. This necessitates the thorough involvement of all stakeholders in
the strategic process and can further be aided by the introduction of circular processes and the

use of backcasting from a principle-based vision.

Although our case companies are not familiar with the FSSD, our study confirms that their
strategic activities largely align with the FSSD. This accounts for the practical applicability,
reasoning, logic and usability of the FSSD in the context of strategic processes towards

sustainability in large, international corporations.

Nevertheless, in some areas we do see potential for further development of the FSSD. For
one, the FSSD assumes a linear, recurring process of strategy development, which should be
iterated as needed for strategy readjustment. We argue that especially in today's VUCA world,
a process is needed that allows companies to react quickly to external shocks or disruptions in
an agile way without jeopardizing the economic sustainability of the company. Therefore, we
argue for a more emergence-based approach to strategy development. This also relates to the
FSSD sustainability principles, which, while enabling organizations to identify areas for
action, also risk paralyzing the business, as these principles can often lead to decision-making
dilemmas. Therefore, we believe that it is necessary to provide companies with an approach to
choose appropriate indicators for both the choice of action areas and the measurement of
sustainability performance. It should further provide a framework to assess emerging

trade-offs and thereby make action measurable according to the principles.

Furthermore, one of the main challenges of our case companies is not the strategic planning
process itself, which, on the contrary, they developed in a very meticulous and precise way.
We discovered that the biggest challenge for companies operating in today's world with its
closely interconnected subsystems, is effective communication of the sustainability strategy in
all directions. This includes internal bottom-up communication with the management board,
top-down communication throughout the entire organization as well as external
communication ensuring supplier commitment to sustainability requirements. While the FSSD

briefly mentions communication, we find that it underestimates the magnitude of
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communication as a central strategic challenge and offers too little insights in how to

overcome it.

Due to the complex and wicked nature of sustainability as a global challenge, it is of utmost
importance to understand the processes and key success factors of strategic sustainable
innovation. This paper contributes to a more holistic understanding of corporate sustainable
development and offers potentially useful insights for organisations aiming to transform their

business towards sustainability strategically.

6.2 Future research avenues

Our work is limited to the strategic processes within listed, international companies with a
mature sustainability strategy and an impressive transformation in terms of their sustainability
performance. Therefore, there are potential research avenues that should be explored by
further research. Future research should take a holistic approach to investigating the extent to
which strategic processes on sustainable innovation differ or resemble each other between
listed companies and SMEs. In this same vein, the drivers and challenges SMEs face on their
sustainability journey could differ from our findings. Moreover, as our study was limited to
three cases, the applicability and practicability of the FSSD is not conclusively clarified,
which is why further investigation in different settings and for different types and sizes of
companies is required. Finally, future research should focus on how organisations can
facilitate strong communication channels throughout the organization and within the system.
While this paper provided some insights in this regard by presenting the means by which our
case companies attempt to achieve this, greater focus in this direction could yield valuable

insights that would aid the process of strategic sustainable innovation.
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