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Abstract

Although it seems that institutions do play a role on the adoption of organizational practices,
the role of institutions on the organizational practices in the context of multinational enterprises
(MNEs) remains unexplored. In this study, | focus on the role of the different institutional factors on
the adoption of sustainable practices within the different subsidiaries of MNEs. The subsidiaries of
MNEs are located in different countries and thus face different pressures and institutions. Do these
different isomorphic pressures and their institutional factors influence the adoption of sustainable
practices within the different subsidiaries of MNEs?

A sample of four MNEs were selected. These MNEs are part of the agricultural industry, all
have a Dutch headquarter and have foreign activities in at least one other host country. A multiple case
study design is used in which qualitative data is acquired through semi-structured interviews. The aim
of this study is to explore the phenomenon of the institutions on the adoption of sustainable practices
within subsidiaries of MNEs in a broad way. Therefore the approach in this study is inductive and
theory building in nature.

| identified that the institutions do influence the adoption of sustainable practices within the
different subsidiaries, especially the institutions in the host country. The normative pressures cause
most pressure within the different subsidiaries, especially the consumer as normative institutional
pressure. Subsidiaries wants to create a fit with their environment and therefore adopt or avoid certain
sustainable practices. | identified two new insights: (1) Firms are able to desorb certain indirect
institutional pressures because of their role and position in the value chain and (2) The pressures in the
home and host country have an interdependent relationship. They can differ in nature and therefore be

contradictive.
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1. Introduction

Previous scholars have looked to the role of institutions on the adoption within
organizations and research suggest that institutions do play a role on the adoption of
organizational practices. Prior studies state that the adoption of organizational practices is
influenced by institutions in the host country and in the relational context within multinational
enterprises (MNESs) (Kostova and Roth, 2002; Liu et al., 2009). MNEs face different
institutional environments in both the home and host country. According to Matten & Moon
(2008) different institutional environments lead to different attitudes towards sustainability.
These different institutional environments with its different institutions may influence the
adoption of sustainable practices within subsidiaries of MNEs.

Scholars have looked to the different institutional pressures and their influence on
organizational decisions, particularly within single organizations. The role of institutions on
the adoption of sustainable practices within subsidiaries of MNEs remains underexplored.
Institutional elements can affect an organization at different levels (Scot, 2008). In this study |
use three types of institutional pressures that might influence the adoption of sustainable
practices: (1) coercive pressures, (2) mimetic pressures and (3) normative pressures
(DiMaggio & Powell, 1983). The research in this research is as follows: “How and to what
extent do the different institutional factors influence the adoption of sustainable practices
within subsidiaries of MNE’s?” By answering the research question this study makes an
important contribution to the theoretical and managerial field.

Due to the fact that the existing literature has not been placed in the MNE context |
used inductive theory building to answer my research question. | selected four Dutch MNEs
that fit my theoretical sampling frame and were willing to cooperate in this research. All
MNEs have a Dutch headquarter (HQ) and have foreign activities in at least one other host

country.




In the first part of this study, the literature review, | go deeper into the theoretical
background of the subject. I will look to prior research and the definition of sustainability and
sustainability practices, the given motives for sustainable practices and isomorphic pressures
in relation to the adoption of organizational practices. At the end of the literature review |
introduce the theoretical framework that serves as a starting point for this research. 1 will also
discuss my expectations. The second part explains my data and method. In this section I will
discuss the approach and my sample. Furthermore | explain the way of data collection and
data analysis. The third part shows my findings and the last part is the discussion and

conclusion. In this section | analyze the theoretical contributions of this research.




2. Literature Review

2.1 Theoretical background

2.1.1 CSR versus sustainability

Over the past decade attention for both Corporate Social Responsibility (CSR) and
sustainability is increasing significantly. Scholars have determined lots of definitions for both
concepts, which sometimes include different elements and activities in comparison to the
others and sometimes partially the same. I will discuss these definitions and compare them to
see which definition is of most use for this research.

McWilliams & Siegel (2001; 2006) define CSR as situations to further some social
good, outside the firms’ interests, but that which is required by law. Orlitzky et al. (2011) talk
about strategic CSR and define strategic CSR as voluntary actions that increase the reputation
and competitiveness of a firm and intend to lead to a higher performance. Orlitzky et al.
(2011) make a distinction between social, environmental and ecological sustainability in
terms of taking different responsibilities. They view ecological sustainability as being socially
responsible, ecologically sustainable and economically competitive.

Sustainability as the long-term maintenance of responsibility in three different
dimensions: (1) economic, (2) environmental and (3) social, is also supported by Montiel
(2008). Montiel (2008) states that CSR and corporate sustainability (CS) have many of the
same goals and tend to converge. Konrad et al. (2005) define sustainable development as the
development that meets the needs of current generations, but takes the ability to meet the
needs of future generations into account.

Marrewijk (2003, p. 95) says that both CSR and CS, refer to a “more humane, more
ethical, more transparent way of doing business”. Each organization should choose the
definition that best fits the aim of the organization and which is in line with the strategy of

that organization (Marrewijk,2003). Brgnn & Vidaver-Cohen (2009) define that any program,




practice or policy carried out by businesses in favor of the society can be seen as a social
initiative.

Marrewijk (2003) explains CS as the ultimate good and CSR as the intermediate stage
and therefore as a contribution to sustainable development. Matten & Moon (2008) state that
CSR is a form of business responsibility. If this is the case, than sustainable practices can also
be seen as a part of the business responsibility.

The general difference between CSR and sustainability seems to lay in the different
context of the social initiatives (Brenn & Vidaver-Cohen, 2009). CSR is mostly seen as a
voluntary action on itselves or as part of the CSR strategy of a firm, whether sustainability is
more seen as an organizational practice that is integrated in the entire business and the
business strategy of an organization (Marrewijk, 2003). Furthermore CSR is seen as actions
and activities in the current timeframe, while sustainability is more about taking responsibility
and being concerned about the future and next generations and thus seems to be a more long
term concept (Konrad et al., 2005). In this research | will follow the idea that CSR is more
about independent activities and actions while sustainability is more an organizational
practice which is integrated in the entire business of an organization. Both concepts are about
taking social responsibility (Orlitzky et al., 2011).

In this research the focus lays on sustainability and sustainable practices and not on
CSR, because I look to the adoption of sustainable practices within MNEs and especially
within their subsidiaries. Sustainable practices seems to be part of the business strategy and
therefore this study focuses on the sustainability aspect. In this research the focus is on the
environmental and social dimension and therefore | define sustainability as the environmental
and social development which is part of the business practices of organizations. These
developments meet the needs of current generations, but take the ability to meet the needs of

future generations into account.




Kostova & Roth (2002) define organizational practices as: ‘an organization's routine
use of knowledge for conducting a particular function that has evolved over time under the
influence of the organization's history, people, interests, and action.’(p. 216) Based on this
definition I define sustainable practices as sustainable organizational practices which firms

have adopted into their business to reduce environmental and social impacts.

2.1.2 Motives for sustainable practices

Why do firms engage in sustainable practices? Brgnn & Vidaver-Cohen (2009) find
stronger support for some social initiative motives than others in their exploratory study.
Stronger motives that are found are ‘improve image’ and ‘serve long-term company interests’,
but also ‘fulfill stakeholders expectations’. This matches with the idea of Orlitzky et al.
(2011). The authors say that CSR and sustainability derive from growing pressures submitted
by stakeholders. According to Marrewijk (2003) organizations engage in corporate

sustainable practices because they are “made to do it, want to do it or feel obliged to do it”.

2.1.3 Institutional theory and national context

North (1990) distinguishes formal and informal institutions. Formal institutions are
concerned with the legal system and informal institutions with cultural aspects (North, 1990)
Scott (1995) distinguishes three types of institutions: regulative, normative and cultural-
cognitive institutions. Regulative institutions are about laws and regulations, rule setting and
sanctioning activities, normative is about introducing standards and values into social life and
cultural-cognitive institutions are about the shared conceptions that are underlying in the
nature of social reality, e.g. people’s underlying beliefS, norms and values (Scott, 2008).

Institutions are the rules of the game (Peng, 2002). According to Peng (2002) there is
an interplay between institutions and organizations with strategic choices as the outcome of

this interplay, because institutions directly affect strategic choices and thus also have




performance consequences for firms. According to Scott (2008) institutions do change over
time. Deeg and Jackson (2008) state that institutions can create uncertainty and that
institutions do have an impact on an organization’s competitive advantage, because of their fit
or adaptation to the different institutional environment. In this research, | investigate whether
the different subsidiaries of MNEs are facing this phenomenon. Do the different subsidiaries
engage in sustainable practices to create a competitive advantage by creating a fit with the
institutional environment in their host country?

According to Scott (2008) institutional elements can affect an organization at different
levels, he distinguishes local and more distant institutional actors and forces. Zucker (1987)
distinguishes two approaches related to institutions: the environment as institution and the
organization as institution. When looking to the environment as institution he state that the
organization is reproducing worldwide systems into the organizational level or react on
external pressures from e.g. the state and when looking to the organization as institution he
state that the organization is creating new cultural elements or implement institutional
elements that come from out of the organization. In the case of subsidiaries of MNEs, it is
interesting to analyze whether the organization or environment as institution influences the
subsidiaries.

For studying the adoption and diffusion of organizational practices, institutional theory
has been used a lot (Kostova & Ruth, 2002). Liu et al. (2009) examine the role of institutional
pressures and organizational culture (Hofstede, 1994) in the firm’s intention to adopt internet-
enabled supply chain management systems. They state that innovative adoptions within firms
comes from institutional pressures and organizational culture which moderates these
pressures. Liu ed. (2009) distinguish three types of institutional pressures: (1) coercive
pressures, (2) mimetic pressures and (3) normative pressures (DiMaggio & Powell, 1983).

According to Zucker (1987) the mimetic pressure leads to imitation and to the adoption of

10



elements of other successful organizations to reduce uncertainty, the normative pressure stems
generally from external sources to increase professionalization and the coercive pressure
stems from external sources to state legitimation with the environment as institution.

Liu et al. (2009) find that the different types of institutional pressures have different
effects on the adoption of internet-enabled management systems. They found for example that
mimetic pressures are not related to the intention of adopting the systems and that coercive
and normative pressures are positively related to the adoption. In this research I investigate if
this is also the case within the different subsidiaries of MNEs. An interesting aspect in this
context is the different environment and the different culture that the different subsidiaries are
facing.

Furthermore, Liu ed. (2009) find that culture serves as a moderator in the adoption
process, but that organizational culture has different effects on the three different types of
institutional pressures. Peng (2002) argues that neither culture, neither institutions does
explain everything. Makino et al. (2004) find that country effects are as strong as industry
effects and that the variation in the performance of foreign subsidiaries can also be explained
by country effects and different institutional environments. Gao et al. (2010) find in their
study that the institutional environment has the strongest explanatory power, above industry
and firm based factors. Zucker (1987) goes deeper into the institutional theory of
organizations and state that organizations are influenced by normative pressures. These
normative pressures can lead to the adoption of legitimated elements. Normative pressures
can come from outside the organization, e.g. the state, or from the out of the organization.

MNEs do business in different environments and face challenges with the diversity of
institutions across countries and regions and the practices in different countries can therefore
be contradictive (Jackson & Deeg, 2008). If this is the case than MNEs can also face

challenges with engaging in sustainable practices across different countries, because of the
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different institutional environments. Kostova & Roth (2002) examine the adoption of an
organizational practice by subsidiaries of a multinational corporation under conditions of
“institutional duality”. The authors identify that the adoption of a practice is influenced by
two factors: the institutional profile of the host country and the relational context within the
MNE. They find for example that subsidiaries based in environments with relatively little
social knowledge on quality reported lower levels of implementation that in environments in
which people know a great deal about quality and where many companies used quality
practices. This subsidiaries reported higher levels of implementation.

Several scholars have stated that the national context has an influence on the
organizational practices within organizations. Manning et al. (2012) argue that national
context plays a role in promoting and opposing sustainability initiatives. Whitley (2000)
argues that variations in institutional characteristics encourage different approaches to
develop innovations. Manning et al. (2012) argue that national economics and institutional
conditions are catalysts in consuming and producing countries for the entire global
sustainability movement. The authors try to get a better understanding of the institutional
conditions that influence the co-evolution of sustainability standards. They stat that co-
evolution is the process where organizations that are part of a larger system influence each
other’s evolution. Manning et al. (2012) find that not only the global actors influence the co-
evolution but also the national context. National structures affect the voluntary
implementation of sustainable practices, but also producers, buyers, intermediaries and
government agencies affect the implementation.

Matten & Moon (2008) look to the CSR differences among national settings, CSR
differences between countries and reasons for changes within countries. There are for
example differences between U.S. and non U.S. businesses. In Europe CSR practices in

businesses has known a large growth only recently, while the CSR debate in the U.S. is older
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(Matten & Moon, 2008). Matten & Moon (2008) argue that the differences in the National
Business Systems (Whitley, 1992; Whitley, 1999; Whitley, 2000) are the reason for the CSR
differences between countries. They also state that changes and reorganizations of the
National Business Systems are reasons for the increasing importance of CSR to European
managers. Factors that have a positive influence on the development of CSR are for example:
democratization, market liberation, strong institutions and isomorphic pressures (Matten &

Moon, 2008).

2.1.4 Isomorphism and Isomorphic pressures

According to DiMaggio & Powell (1983) there are organizational changes because
firms become more homogeneous. This arises from the process that makes organizations
more similar, without necessarily becoming more efficient (DiMaggio & Powell, 1983).
DiMaggio & Powell (1983) try to explain homogeneity and according to the authors this is
best explained by isomorphism. Deephouse (1996, p. 1024) state that isomorphism is: “the
factors that lead organizations to adopt similar structures, strategies and processes”. Dacin et
al. (2008) define isomorphism as an organization becoming more similar to other organization
in the same field.

DiMaggio & Powell (1983) distinguish three different types of institutional
isomorphism: (1) coercive isomorphism, (2) mimetic isomorphism and (3) normative
isomorphism. According to Scott (2008) these three pressures underlie the institutional order
of regulative, normative and cultural-cognitive elements. Coercive isomorphism has to do
with political influences, mimetic isomorphism has to do with responses to uncertainty and
normative isomorphism has to do with professionalization (DiMaggio & Powell, 1983). Fein
& Mizruchi (1999) state that coercive isomorphism is two folded: pressures from other
organizations on which the organization is dependent and the pressure which organizations

feel to meet the expectations of the larger society. DiMaggio & Powell (1983) explain

O
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mimetic isomorphism as organizations that modelling themselves on other organizations as a
response to reduce uncertainty. Haverman (1993, p. 595) explains mimetic isomorphism as
“one of the processes through which organizations change over time to become more similar
to other organizations in their environment”.

Haverman (1993) found that large organizations serve as strong role models for other
large organizations but that highly profitable organizations serve as role models for all
organizations, both profitable and non-profitable organizations. The results in this study show
that organizations indeed imitate the behavior of other organizations.

In this research I will use the three types of isomorphism that derive from the above
theory : (1) coercive isomorphism, (2) normative isomorphism and (3) mimetic isomorphism.
The coercive pressure factors are based on coercive forces defined by Delmas & Toffel
(2004). An example of a coercive pressure explained by Delmas &Toffel (2004) are various
government bodies that influence a firms’ adoption of environmental practices. The mimetic
pressure factors are based on pressures defined by Kostova & Roth (2002) and Delmas &
Toffel (2004). An example of a mimetic pressures according by Kostova & Roth (2002) are
best practices. The normative pressure factors are based on various authors who explain
normative pressures; Kostova & Roth (2002), Kaptein (2004), Delmas & Toffel (2004);
Br@nn & Vidaver-Cohen (2009) and Orlitzky et al., (2011). An example of a coercive
pressure explained by Delmas & Toffel (2004) are the customers. According to these authors
customers can influence a firms’ adoption of sustainable practices.

Based on prior literature 1 use the following definitions of these isomorphic pressures.
Coercive isomorphism is the result of formal pressures on organizations by exogenous forces;
organizations are forced to, in this case, adopt to sustainable practices by formal external
parties, e.g. government agencies (Honig & Karlson, 2002; Kostova & Roth, 2002).

Normative isomorphism is the process of organizations adopting patterns that are considered

14



to be appropriate by in their environment (Kostova & Roth, 2002). Mimetic isomorphism can
be described as the process through which organizations change over time to become more
similar to other successful organizations in their environment, this is often a result of

organizations attempt to reduce uncertainty. (Haveman, 1993; Honig & Karlson, 2002).
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2.2 Theoretical Framework

Figure 1 shows the theoretical framework. | used extant literature in order to highlight
my subject and to map and delineate my research areas which is reflected in this framework.
Based on prior study | came up with two major areas that form the basis of my research: (1)
sustainable practices within subsidiaries of MNE’s and (2) institutional pressures. The
environment of the MNE is divided into the home and host country environment. The
institutional pressures that | use in my research are: (1) coercive pressures, (2) mimetic
pressures and (3) normative pressures.

The aim of this research is to go deeper into the phenomenon of the adoption of
sustainable practices within MNE’s. For how and to what extent do the different institutional

factors influence the adoption of sustainable practices within subsidiaries of MNE’s?

FIGURE 1
Theoretical framework
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2.3 Expectations

According to the theory (Peng, 2002; Deeg & Jackson, 2008) institutions play a role in
the strategic choices of organizations and that thus institutions play a role in the adoption of
sustainable practices within MNE’s. Deeg & Jackson (2008) state that institutions have an
Impact on an organization’s competitive advantage, because of their fit or adaptation to the
different institutional environments. In line with Deeg & Jackson (2008) I think that
subsidiaries engage in certain sustainable practices to create a competitive advantage by
creating a fit with the institutional environment in their host country.

Subsidiaries of MNE’s face pressures from both the home and host environment but
they also face an imperative for consistency within the organization and the headquarter
(Rosenzweig & Singh, 1991). This idea leads to the question whether the adoption of
sustainable practices within subsidiaries is more determined by the institutional pressures
coming from the home or host country. Based on prior studies I think that the institutional
pressures coming from the host country have more influence on the final adoption of
sustainable practices within the subsidiaries of an MNE than the institutional pressures which
are coming from the home country.

Based on prior studies | think that the normative pressures play a bigger role in the
adoption of sustainable practices within MNE’s than the coercive and mimetic pressures
(Orlitzky et al. 2011; Marrewijk, 2003). According to Marrewijk (2003) organizations engage
in sustainable practices because they are “made to do it, want to do it or feel obliged to do it”.

I want to sort out whether there is an interdependent relationship between the
three different pressures. This comes from the idea that the set of isomorphic pressures in the
home and host country may be contradictive and work against each other. For example: the
isomorphic pressures coming from the home country are formal in nature while the pressure

coming from the host country is more normative in nature. Both pressures are influencing the
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adoption of sustainable practices, but the pressure which plays a role in this phenomenon is

different in nature and therefore may be contradictive.
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3. Data and Method
3.1 Approach

Due to the fact that the existing literature has not been placed the influence of the
institutional factors on the adoption of sustainable practices within the context of MNEs and
their different subsidiaries | used inductive theory building with multiple cases to provide a
stronger base for theory building. Theory based on multiple case studies is better grounded,
more accurate and more generalizable (Eisenhardt & Graebner, 2007). According to
Eisenhardt & Graebner (2007) multiple case studies enables comparisons that clarify whether
an emergent finding is consistently replicated by several cases or only for one of the cases.

| use the qualitative approach because of its value in the understanding of the
interactions and processes in a real-life organizational settings (Giphart, 2004). I use inductive
theory building because this research has a wide scope. | want to offer insight in the
phenomenon of the adoption of sustainable practices within the different subsidiaries
(Eisenhardt & Graebner, 2007).

I focus on MNE’s, because these companies have operations in different countries and
thus face different institutional environments in both the home and host country. The adoption
of organizational practices seem to be influenced by institutions in the host country and by
institutions in relation to the MNE context (Kostova & Roth, 2002; Liu et al. 2009). In this
case we look to sustainability in terms of sustainable practices, which can be seen as part of

the organizational practices (Kostova & Roth, 2002).
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3.2 Sample

Because of the inductive approach, the number of interviews was limited to a number
that enables me to go in depth. This research is theory building in nature, so my aim is to
induce accurate and generalizable theory. Therefore | use theoretical sampling to select the
participating multinationals. Theoretical sampling is purposefully nonrandom. This is in
contrast to random sampling, which is appropriate for deductive research that uses statistical
analysis (Hallen & Eisenhardt, 2012). | selected four multinationals that fit my sample criteria
and were willing to cooperate in this research. All four cases are chosen because of their
contribution to a better understanding of the phenomenon, an extension of theory and to
enhance theoretical generalizability (Eisenhardt & Graebner, 2007). For this reason sample
bias is not relevant.

To allow a better comparison of the different cases I selected organizations that have
their headquarter located in Holland, but do also operate in at least one other host country.
This criteria enables me to compare the different organizations in terms of different host
countries. The selected MNE’s operate in different host countries. These host countries can be
either emergent or developed. Emerging economies can be seen as low-income, rapid-growth
countries using economic liberalization as their primary engine of growth. Emergent countries
fall into two groups: developing countries in Asia, Latin America, Africa, and the Middle East
and transition economies in the former Soviet Union and China (Hoskisson et al., 2000).

In keeping with my use of theoretical sampling to improve theoretical generalizability,
| chose MNE’s that are in the agriculture industry or have relations to this industry. The
selected MNE’s have different roles in the value chain, which can give a contribution to an
extension of theory. My findings are specific to the agricultural industry and thus not

generalizable, but | am interested in the theoretical representation.
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Applying the criterion, | selected four organizations, as summarized in Table 1. The

organizations remain anonymous and are therefore marked with a character. | will use these

characters as a reference to the organizations during this research. During this research I will

refer to a specific pseudonyms when referring to a specific case.

TABLE 1

Desciption of the Selected Organizations

Organization®

Industry”

Position in
value chain®

Location HQ®

Host countries®

Employees'

Interviewee?

Rose

Bridge

Tulip

Oak

Floriculture

Engineering and
Consulting

Floriculture

Wood Industry

Open marketplace
for trade

Corporate Services

and Consultancy

Trading company

Production and
trading company

Holland

Holland

Holland

Holland

Kenya, Spain,
Italy, Ethiopia,
Colombia,
Germany (6)

Belgium, Latvia,
Russia,
Kazakhstan,
Vietnam,
Singapore,
Indondesia, Dubai

)

United States,
Canada, Miami,
Ecuador, England,
Italy, Germany,
France (8)

United States,
Belgium, England,
France, Lebanon,
Jordan, Spain,
Italy, Malaysia,
Korea, Indonesia,
Africa, South
America (13)

4000

800

1250

100

Ex-CEO and now
Director Corporate
Affairs

Director

CEO

Financial director
and location
director

& The organizations remain anonymous

and are therefore marked with a

pseudonym.

® The industry the organization is in

¢ The position in the value chain in terms of type of organization

9 The location of the headquarter

¢ The number and name of the host countries. Host countries

are countries in which the organization operates.

fThe number of total employees of the organization

9 The position of the interviewee within the organization
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3.3 Data Collection

| collected data through several sources: (1) interviews, (2) organization’s website, and
(3) corporate documents. The primary data source were semi structured interviews with the
interviewees. These informants are closely linked to their company and play an important role
within the company (see also table 1). | conducted interviews with data from each of the four
cases. Each interview represents one MNE with data from the institutional influences on the
adoption of sustainable practices within subsidiaries in both the home and host countries.
Each interview was 45-75 minutes long, recorded, and transcribed. Data collection took place
in October and November 2014.

| used several data collection approaches to limit potential bias. Informant bias was
limited through the use of highly knowledgeable informants (Eisenhardt & Graebner, 2007).
The informants fulfill an important role within the MNE. They could give information about
the institutional factors within the different aspects of the MNE: (1) the home country, (2) the
host country, (3) within the headquarter and (4) within the subsidiaries.

Second, I used a semi-structured interview approach with mostly open-ended
questions to avoid researcher bias (Appendix I). To create a format for the interview, |
designed an interview schedule based on existing theory about both sustainability and the
institutional pressures. This interview schedule was used as a guideline during the interview
and served as a tool for systematic data collection. This interview schedule also increases the
validity of my research (Larsson, 1993).

Third, | gave anonymity to my informants. Finally, the informants were all very
interested in the subject of this research and thus very motivating to learn more about the
adoption process of sustainable practices within their MNE and therefore willing to share

information.
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3.4 Data Analysis

| used extant literature in order to highlight my subject and to map and delineate my
research areas. In this first step | tried to reach an understanding of categories needed to
capture the influence of the different institutional factors on sustainable practices within
MNE’s. Based on the information | came up with two research categories that | used in my
interviews: (1) sustainable practices and (2) institutional pressures. These areas are also stated
in my theoretical framework. | used this theoretical framework and thus prior literature to
create my interview schedule.

In step two | defined my measures to ensure completeness and accuracy. First |
tried to seek some general information about (1) the organization, (2) the headquarter, (3) the
subsidiaries and (4) the foreign activities of the organization.

My first measure is the degree of sustainable practices. | created a distinction between
environmental and social sustainability. These two types of sustainability also appears from
my informants. | measured environmental sustainability through the items: (1) environmental
policy, (2) environmental reporting and (3) environmental performance. Social sustainability
was measured through the following three items: (1) labor practice indicators, (2) social
reporting and (3) standards for suppliers. Table 2 gives an overview of the different
sustainable practices and the items on which | based my measurement. There were no other
important items based on the data from the interviews. A more detailed overview of the items
and criteria of both the environmental and social sustainability can be found in Appendix II.

The second measure is the extent to which the organizations are influenced by the
different isomorphic pressures. There were three types of isomorphic pressures that derived
from prior literature when creating the setting for this research: (1) coercive isomorphic
pressures, (2) mimetic isomorphic pressures and (3) normative isomorphic pressures. Table 3

shows the different isomorphic pressures and the different factors for each of these pressures.
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These pressures are partially coming from the literature, but were all factors that the
informants mentioned when talking about the pressures they feel on the adoption of
sustainable practices within the different subsidiaries.

| want to make a note on the distinction between the normative and coercive pressures
with both their institutional factors. The normative institutional factors, which turns out to be
different interest groups, are placed under "normative” because of the underlying norms and
values of these interest groups. These underlying norms and values can create a pressure for
the different subsidiaries to engage in sustainable practices. Data also shows that the
organizations in this research do not see these interest groups as a coercive pressure because
they cannot really force or prohibit a subsidiary to adopt certain sustainable practices, like the
factors under the coercive pressure can. Organizations do adopt certain sustainable practices

because it is good for their business, although in fact they do not have to.

TABLE 2
Sustainability items and criteria

Item Criteria

Environmental sustainability Environmental policy
Environmental reporting
Environmental performance/activities

Labor practice indicators
Social reporting
Standards for suppliers

Social sustainability
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TABLE 3
Isomorphic pressures items and factors

Item Factors Author
Coercive pressures Formalized documents Frumkin (2004)
Government Delmas & Toffel (2004)
Local communities Delmas & Toffel (2004)
NGOs Delmas & Toffel (2004)

Industry associations that motivate Delmas & Toffel (2004)
firms to adopt environmental
management practices

Normative pressures HQ Policy
Code of Conduct
Owners and investors Frumkin (2004)
Suppliers Br@dnn & Vidaver-Cohen (2009),
Orlitzky, Siegel & Waldman
(2011)
Consumers/ customers Delmas & Toffel (2004)
Employees
Mimetic pressures Best practices Kostova & Roth (2002)
HQ as best practice Kostova & Roth (2002)
Competitors Delmas & Toffel (2004)

Through the interviews | gathered information about the different aspects of my
measures. | figured out whether and to what extend an organization is engaged in both
environmental and social sustainable practices in both the home and host country.
Furthermore, | gathered information about the extent to which the organization feels pressure
from each of the three isomorphic pressures in both the home and host country. This is
substantiated with examples from the informants.

Step 3 was the final coding. If an organization scores a moderate or high sustainability
level on both the environmental and social sustainability I labeled the organization as
‘sustainable’. The high, low and moderate ranking emerged from my data. The data shows
that it is not obvious that an organization has the same involvement on both types of

sustainability: (1) environmental sustainability and (2) social sustainability. Therefore |
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created a distinction in my final ranking between the engagement in environmental and social
sustainability and sustainable practices.

I came up with three environmental and three social sustainability criteria. Therefore |
created three type of sustainability levels. If an informant could at least give one example for
each of the three criteria on the environmental and social sustainability items | designated this
sustainability level as high. If they could not give any example for each of the three criteria
from these items | designated the sustainability level as low. If the informants could give an
example for some of the environmental and social sustainability criteria | designated this
sustainability level as moderated.

Looking to the different isomorphic pressures | also gave labels to the different
pressures a subsidiary experiences. The data shows that there is a grey area for a subsidiary
between feeling pressure and feeling no pressure from the different isomorphic pressures.
Therefore | also created three levels to show the amount of pressure from the different
isomorphic pressures with their institutional factors. | designated a pressure as ‘high’ when a
subsidiary experiences pressure from half or more than half of the factors related to a certain
pressure. For the coercive pressure this would be the case if a subsidiary experiences pressure
from at least three of the five factors of coercive pressure. A subsidiary experiences low
pressure when the subsidiary experiences no pressure from one of the factors. | designated a
pressure as ‘moderate’ when a subsidiary experiences pressure from some of the factors
related to a certain pressure, but from less than half of the factors related to a certain pressure.
For the coercive pressure this would be the case if a subsidiary experiences pressure from one
or two of the five factors of coercive pressure.

After defining the final codes I used NVivo to apply these codes in a structured way
to my data; the transcripts from the interviews. | used the final codes to mark the important

sections of the interviews and NVivo helped me to link these important sections to the right
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code. The first step in the final analysis was to determine the environmental and social
sustainability level of the different cases. | created a table to show which environmental and
social sustainability criteria are met by the different organizations in this research. | used
information from the company and quotations and examples from the interviews as evidence.

Second | created a table to show the experienced pressures from the different
institutional factors in each of the MNESs in my sample. This was done by using the different
institutional factors for each of the three pressures as set up in my method section. After doing
this I determined the experienced level of each of the isomorphic pressures within the
different organizations in both the home and host countries.

After determining the sustainability level and the experienced level of each of the
isomorphic pressures | started comparing the different important sections from the interviews
in NVivo to look for comparing and contrasting patterns. | used my expectations, based on
arguments from prior theories, as a guideline for these patterns. After supporting or refuting
the different arguments and my expectations | elaborated other interesting findings and

patterns.
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4. Findings
In this section, | present the findings with regard to the adoption of sustainable
practices and the influence of the different institutional factors on the adoption of sustainable

practices within subsidiaries of MNE’s.

4.1 Sustainability

The organizations in my sample state to be sustainable, but to what extend are they
engaged in both environmental and social sustainable practices? Table 4 shows the
environmental and social sustainability level of the specific cases using the criteria as
described in the above method section and quotations from the interviews as evidence. The
environmental and social sustainability level of the different cases is either ‘high’ or
‘moderate’. The findings show that the MNES in my research have a high sustainability
engagement, this means that they all have adopted sustainable practices within the

organization.

4.2 Isomorphic pressures

Which different institutional factors within the different types of isomorphic pressure
influence the adoption of the sustainable practices within subsidiaries? In other words, which
isomorphic pressures does the different subsidiaries of MNEs experience? Findings suggest
that institutions do play a role in the adoption of sustainable practices within the subsidiaries
of MNEs. This is shown in table 5 and 6. Table 5 shows the institutional factors from which
the MNE’s experience pressure in the adoption of sustainable practices in both the home and
host country subsidiaries. These experiences are based on examples and quotations from the
interviews. Table 6 summarizes the experienced level of each of the different isomorphic

pressures using the criteria as described in the method section.
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TABLE 4
Sustainability level - criteria and examples

Environmental

Organization

Environmental policy

Environmental report

Envrionmental practices

Environmental
sustainability level

Rose

Bridge

Tulip

Oak

Yes, publicly available

Yes, publicly available

No, not available

Yes, publicly available

No, not available

No, not available

No, not available

No, not available

1) The company is leading the Bio-Based Economy for
Floriculture program

2) "We are helping to develop standards for the
sustainable production, logistics and sales of flowers
and plants within their platform"

3) "We create transparency across growers by showing
the sustainability level of the products on our clock™

1) The organization uses solar energy

2) "We want to develop design principles which will lead
to sustainable designs"

3) The organization has recycling programs

1) The organization has recycling programs: "We reuse
our packaging materials, the barrels in which we keep
and transport the flowers"

2) The organization has reducing waste programs (makes
use of efficient trucks)

1) The organization has recycling programs: "We sell our
waste wood and we separate the different types of waste
and let it recycle”

2) "We use LED lights in our warehouse™

3) "We don't produce, so we don't produce much waste.
Besides that, there comes no waste from the wood it
selves. In the basis wood is very environmental friendly"

High

High

Moderate

High
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Social

Social
sustainability
Organization Social report Social practices Monitoring partners levely
Rose Yes, publicly available 1) "You have to create a sustainable working environment 1) The organization monitors its suppliers on their High
for the older employees” 2) sustainability: "We label the growers and show this label
"We don't want to bring the negative cultural aspects into  to the other growers and buyers during the auction™
our business, like corruption, so we try to create an 2) The company does business with certified companies
environment which stimulates the growers to keep this
outside the business"
Bridge Yes, publicly available 1) More than 10% of managers being women: "Half of the  "We are not ready for monitoring our partners yet" High
top functions in our company is performed by woman"
Tulip No, not available 1) "We pay our people good, also in countries that don't 1) The organization does business with local suppliers: High
have a CAO. We want to pay good for good people. This is "We do business with, also smaller, local suppliers in
relatively easy for a Western company" almost all of the countries in which we are active"
2) “We have set up a charity project in Ecuador. In this 2) "We do business with plant nurseries which have a
way we give something back to the country and it’s a good  sustainability certification. This gives us a certain
way to profile ourselves.” guarantee"
3) “ We monitor our partners to see if they avoid child
labor. We don’t want to take any risks with this and we
are definitely against child labor”
Oak No, not available 1) "We have a responsible sourcing policy" 1) The company does business with certified companies: High

2) "We edit out wood at social work areas"

"We are certified, so the sawmills we do business with
have to be certified as well to keep our certification"
2) "We monitor our own partners"
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TABLE5

Experienced pressures from the different institutional factors

Organization

Coercive institutional
factors

Mimetic institutional
factors

Normative institutional
factors

Rose Government: "The NGQ's: "They look to the way the plants and flowers are
Home country ~ government has strict rules produced and if this is sustainable. We trade these plants
subsidiaries and is also one of the and flowers, so because of their pressure we do also feel
reasons that the labels and a certain pressure for sustainability and transparency".

certification is such a big Customers: "The buyers on the auction want to buy

issue in the flower and sustainable plants and flowers, because their buyers, for

plant industry." example supermarkets, want sustainable products. The
consumer is asking for sustainable products, so we do
also have to trade this."
Suppliers: "Suppliers with sustainable products wants
this to be shown on the screen during the auction. They
want transparency about the sustainability of the
products and we can give this transparency."
Employees: "The need for such high certification
requirements comes from a big part from the
organization and the employees it selves".

Rose Government: "The Consumers: "Most of the production countries don't have
Host country government has strict rules the intrinsic motivation like here in Holland, so the
subsidiaries and is also one of the consumers are really important in the drive for

reasons that the labels and sustainability. The pressure for sustainable enterprise is
certification is such a big coming from the consumers."
issue in the flower and
plant industry."

Bridge Industry associations: "Big ~ Competitors: "In Holland Customers: "It is the market, customers ask for it so we

Home country  organizations which have we feel a certain pressure  move with them."
subsidiaries an own CSR company come from our competitors. If Employees: "We feel that our employees find
with instructions that you they increase their sustainability important and want to bring this into the
must adhere to and within ~ sustainability practices we  company and its business."
the branch social returnis  also have to increase ours.  Shareholders: "Our employees are also the shareholders
getting more important” We have to, because the of the organization, the internal pressure from the
market is asking for it." employees is the same pressure as the pressure from the
shareholders."

Bridge Government: "There are Customers: "The customers determine the amount of
Host country countries where we sustainability in a country and this varies per country. "
subsidiaries cooperate with the oil and NGO's: "We do not experience direct pressure from

gas industry. In this NGO's, but in for example Indonesia we do have a NGO
industry the environmental as partner, so we feel a certain indirect pressure. The
standards are very strict. developments we make for them have to match with their
The general government in ideas and values."
these countries are not
really sustainable driven."
Tulip Government: "The Competitors: "If our Employees: "We feel a stimulus from the works council
Home country ~ government is enforcing competitor brings a for sustainable enterprise and the employees for example
subsidiaries sustainability by puttinga  sustainable product on the  don't want to drink our of plastic cups but mugs"

tax on for example
disposable packaging. That
is why we created reusable
packaging”

market, we will also offer
this to the market"

NGQO's: "Non-governmental organizations focus more on
the consumer and producer side, so indirect we do also
we feel this pressure”

Consumers: "We feel an indirect pressure from
consumers and clients for sustainable enterprise,
because the market asks for sustainable products"
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Tulip Government: "In the host HQ as best practice: "We Customers: " When we started in America | tried to do it
Host country countries we obey nature have our own values which  on our sustainable way but because the American
subsidiaries laws and rules, but in some  we try to apply in the rest of standards are so different it's just not working. In the end

countries these rules are our subsidiaries, but we we will lose on the financial side if we try to implement
stricter than others" also try to fit in the foreign  our Dutch business style."
environment." Employees: "We are a European company, so within the
company there is a certain attention for sustainability
and we source the people that fit into this business
aspect.”
Consumers: "In Switzerland for example, the
sustainability standard is relatively high, so the indirect
pressure we experience from the consumers is also high.
We are trading fair trade flowers over there, because the
market asks for it."
Oak Government: "The NGO's: "There are a lot of NGO's that monitor the way
Home country ~ government uses strict organizations in our sector do business, they monitor for
subsidiaries regulations in the wood example the legality of your wood. Such organizations
industry." keep you sharp."
Industry association: "The Customers: "The customer is asking for wood with
certification institution is certain certifications and this is increasing, so we
making the certification increase our certifications."
rules stricter and stricter Consumers: "Consumers want wood with a sustainability
and is going really far in label on it, so we feel a certain pressure from the end
this." buyer to produce sustainable wood against a reasonable
price."
Shareholders: "We don't really feel pressure from the
shareholders, but they expect us to keep up with the
sustainability trend."
Oak Customers: "In the foreign countries where we operate
Host country they use other certification standards, so we also use that
subsidiaries certification now."

NGQ's: "There are a lot of NGO's that monitor the way
organizations in our sector do business, they monitor for
example the legality of your wood. Such organizations
keep you sharp."”
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TABLE 6A Experienced level of isomorphic pressures

Home country subsidiaries

Coercive pressures
m Mimetic pressures

B Normative pressures2

Rose Bridge Tulip

TABLE 6B Experienced level of isomorphic pressures

Host country subsidiarieS

Coercive pressures
M Mimetic pressures

B Normative pressures2

Rose Bridge Tulip




Findings suggest that the environment does influence the adoption of sustainable
practices within the subsidiaries of the MNEs in this research. | found that the subsidiaries in
this research are influenced by different institutional factors in the adoption of sustainable
practices. These institutions can differ among the different countries in which the MNE is
active and the subsidiaries are located. The sustainability policy within the different
subsidiaries is basically the same, but the different environmental institutions can change this
policy in the host countries. The director of organization Bridge explains this as follows:
Looking to our other operations in other countries the sustainability policy is the same, but the

way the policy is experienced can differ. In every country you find other dilemmas.”

4.3 Normative institutions and the adoption of sustainable practices

| find that the normative institutions have a big influence on the adoption of
sustainable practices. Table 6 shows that the experienced level of normative pressure is higher
than the experienced level of coercive and mimetic pressure in all of the four cases.

The normative institutions seems to have a big influence on the adoption of
sustainable practices within the different subsidiaries of a MNE. For example, the CEO of
organization Tulip explains that the customers in different countries also have different
demands. The difference in customer demands affects the market and thus affects the
sustainable practices that are needed to be competitive in a specific country. He illustrates this
with the following example: “In America flowers just have to be beautiful and cheap, while
the customers in Switzerland ask for certified flowers. If we would sell these certified flowers
to America, nobody will buy it because the flowers are too expensive in relation to the other
flowers that are on the market.”

All the four cases experience a certain pressure from their customers that make them
adopt certain sustainable practices. The amount of engagement differs across the different

institutional environments and thus across different countries. The financial director of
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organization Oak tells: “There are countries where the customers ask for a specific sort of
certified wood, so in order to meet this demand we start to use this certification standard
within our business.” Ex-CEO and Director of company A explains: “The end buyer
determines the amount of sustainability throughout the entire value chain. If the end buyer
wants sustainable products than the whole value chain starts to move. Sustainability is market
driven. The customers in different countries have different sustainability demands across.”
The CEO of organization Tulip confirms this by giving the following example: “In
Switzerland the scale retail is relatively strong and they ask for Fair Trade flowers, so if we

want to sell our flowers on these market we do also have to trade Fair Trade flowers.”

4.4 Financial motive

| find that the engagement in sustainable practices often is financial driven.
Organization Tulip states the following: “The main motivation behind sustainability is often
financial in nature. Most of the time sustainability and financial benefit complement each
other, which is a good thing.” The director of organization Bridge gives the following
example: “In our sector we use a kind of performance ladder. The position on the ladder
determines your discount on the subscription price for tenders and also the discount for your

competitors. You don’t want to lose the order because your competitor has a price benefit.”

4.5 Image

Findings show that besides the financial driver, image also plays an important role in
the adoption of sustainable practices within MNEs. Ex-CEO and Director of company A
explains: “We want to create a positive image for our consumers. That’s why we are
interested in a higher level of sustainability throughout the whole value chain.” In line with
this, the CEO of company C says: “It feels good and it is good for your image to adopt

sustainable practices. Our social charity project in Ecuador for example, is a good way to
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profile ourselves.” Furthermore, Ex-CEO and director of company A says: “We want our
consumers to have a positive image of the organization and the entire sector. In this way we

try to stay away from the non-governmental organizations.”

4.6 Environment

My findings confirm that the environment plays a role in the adoption of sustainable
practices within subsidiaries of MNE’s. | find support for the fact that subsidiaries adopt or
even avoid certain sustainable practices to create acceptance by its environment. The
Financial Director from organization Oak says: “Here in Europe the sustainability importance
is quite the same, but if we go to for example the Middle East sustainability is less an issue.
They don’t want to pay any extra for the sustainability aspect, so we have to change our
approach in this country because of the difference in the importance of sustainability. ”

The CEO of organization Tulip states that the different markets in the different
countries influence the adoption of sustainable practices. He gives the following example: “In
America there is less interest in road tax and trucks are cheaper. If we implement our
European trucks in America it looks horrible in the first place and it means that our trucks are
more expensive which will higher the price of our products. Such an implementation will not
succeed in the American market.” The director of organization Bridge states that: “The values
related to sustainability are determined by the environment in which you are in. In a certain

way you have to adjust your values to the values in the area if you want to do business.”

4.7 Interdependent relationship

Looking to the idea that there might be an interdependent relationship between the
three different pressures and the underlying institutional factors | find that the set of
isomorphic pressures in the home and host country indeed can work against each other and

therefore be contradictive. A general finding is that the pressures coming from the home
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country are more coercive in nature while the pressures coming from the host country are
more normative in nature. This finding is supported by the following example which is given
by the Financial Director of organization Oak: “The government in America is less regulated
than the government in Europe. The legality of wood in America is less an issue than in for
example Europe because the amount of forest and wooded area is so much larger.” EX-CEO
and Director of organization Rose says: “In Europe, especially in the Northern of Europe is a
high level of regulation.” The CEO of organization Tulip gives the following example: “The
European way of doing business is very regulated while in foreign markets this is less the
case. These regulations often make the product more expensive, so you have to adopt to the
local circumstances because they are not willing to pay this higher price.”.

Another interesting finding in this context is that there is a difference in intrinsic value
between countries. This may explain the contradictory effect between the different pressures
in different countries. The Director of organization Bridge explains: “The end buyer
determines everything. In Holland we want products with a certain certification so we are
forced to deliver this while in for example Indonesia there is no such intrinsic value on
sustainability. As long there are people that go for the lowest price the production will not be
completely sustainable.” The Director of organization Rose also experiences this intrinsic
value difference: “Dutch growers want to apply high standards and are trying to have even
higher standards than is required by law. The emerging countries don’t have this drive. It’s
less an issue there.” Furthermore he says: “We are stimulating sustainability among our
buyers and sellers because it is good for the total sector. We do this because we find it
important to be a sustainable company with a sustainable cooperation, not because we have

2

to.
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4.8 Position in the value chain

The cases in this research have different positions in the value chain. Because of these
different positions they have a different relation to the consumer and end-buyer. | find that the
position in the value chain can affect the influence of a certain pressure. Looking to the four
cases, | find that there is a distinction between direct and indirect pressures. Some firms are
even able to desorb certain pressures because of their position in the value chain.

organization Rose for example is a sector organization and creates a trading platform.
They will never own the product, so they don’t feel any direct normative pressures. They
cannot change anything about the products. The only direct pressure they feel comes from the
coercive institutional factors and even this pressure is minimal. The Director of organization
Rose explains: “The product flow is what is standing out which we facilitate but which we
will never own, but we do get challenged on the sustainability by NGO’s or trade unions.”
The organization does not feel any direct pressure from example the market. If the consumers
ask for sustainable flowers they feel this in the demand among the suppliers and they will
probably see this in de supply of the growers, but this pressure is indirect. Organization
Bridge on the other hand, delivers the product, the design, directly to the consumer. The
organization feels a direct pressure from the normative institutional factors. The director of
this organization explains: “Customers ask for sustainable practices and sustainable solutions,
so we follow this demand.”

Organization Tulip is also a trading company. They experience both coercive and
normative pressures, but most of these pressures can be seen as indirect pressures because
they are not in contact with the end buyers of their product. The CEO of organization Tulip
gives the following example: “The sustainability pressures lays mostly on the production and
consumption side. Greenpeace focuses mainly on the consumers. The consumers create

pressure for suppliers and we feel this pressure through the suppliers.” In this example the
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organization experience both indirect coercive and normative pressure. Furthermore he says:
“The risk factor for a distribution company is way less than the risk factor for example a
supermarket or suppliers which deliver their product to the supermarket. A distribution
organization like ours feels more pressure from the government.” This MNE feels direct
coercive pressure but because they are a distribution organization they only feel indirect
normative pressures. Because of the position in the value chain they can desorb most of the
normative pressures and they only feel indirect pressure from the normative institutional

factors.
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5. Discussion and Conclusion

5.1 Discussion

First of all, the findings in this research corroborate prior research which is done by
Peng (2002) and Deeg & Jackson (2008) and support the argument that institutions do play a
role in the adoption of sustainable practices.

A second contribution is a new insight within the theory of institutions and their role
on the adoption of sustainable practices within MNEs. This insight shows that firms are able
to desorb some isomorphic pressures because of their position in the value chain. The position
of an organization in the value chain determines whether certain pressures are experienced
directly or indirectly. The closer an organization is to the end-buyer, the more direct pressures
the organization experiences. Organizations are not able to desorb coercive pressures, because
these pressures are directly from nature. My findings suggest that organizations are able to
desorb certain normative pressures when there is no direct relation with the end-buyer and
thus with the normative pressures they experience indirectly from nature.

A third contribution is an emergent theoretical framework in which the answer to the
research question is displayed (figure 2): “How and to what extent do the different
institutional factors influence the adoption of sustainable practices within subsidiaries of
MNE’s?” This framework identifies the factors that influence the adoption of sustainable
practices within subsidiaries of MNEs and the relation between the home and host country
environment of the subsidiaries of these MNEs. This emergent framework is much like the
beginning framework, however there are some changes. | found that the host country
environment has a different influence on the adoption of sustainable practices within
subsidiaries of MNESs than the home country environment and that the interdependent relation

between the home and host country pressures is a one way relationship.
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My findings suggest that the home country environment influences the adoption of
sustainable practices, but that the host country environment is the decisive factor in the
adoption of sustainable practices. Overall, the normative pressures have the most influence on
the adoption of sustainable practices within subsidiaries of MNEs. This is in line with prior
research from Orlitzky et al. (2011) and Marrewijk (2003). The normative factor that causes
most pressure is the consumer. Other influential normative factors are the NGO’s and
employees. If we look to the coercive pressures the government is the factor that causes most
pressure. The home country environment ‘set the scene’ for the adoption of sustainable
practices, but the host country environment and its isomorphic pressures determines the final
adoption of sustainable practices within subsidiaries of MNE’s.

The pressures experienced in the home and host country can differ in nature and
therefore be contradictive. The findings in this research corroborate this expectation and this
is also shown in figure 2. Findings suggest that the coercive pressures with the underlying
institutional factors from the home country and the normative pressures with the underlying
institutional factors from the host country can be contradictory. In this case the host country
environment is also decisive. This means that the normative pressures from the host country

can work against the coercive pressures from the home country but not the other way around.
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Influences on the adoption of sustainable practices within the context of a MNE

FIGURE 2
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So far | have found that there are differences in the institutional factors and these
differences have an influence on the adoption of sustainable practices within the subsidiaries
of MNEs. A normative institutional factor that influence the adoption of sustainable practices
is the consumer, the end-buyer. My findings suggest that the end-buyer determines the
importance of sustainability within the entire market. Subsidiaries adopt or avoid certain
sustainable practices to create a fit with the market in the country in which it is located. This
is in line with Deeg & Jackson (2008). Deeg & Jackson (2008) argue that an organization
engages in sustainable practices to create a fit with the environment. Creating a fit with the
environment in this case might be a form of legitimacy. According to Kostova & Zaheer
(1999) legitimacy is the acceptance of the organization by its environment. The normative

institutions differ within the different host countries. These normative institutions have

O
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different norms and values and therefore an organization might engage in certain sustainable
practices to match these norms and values. If this is the case, organizations are trying to
accomplish legitimacy in the host country. By adopting some sustainable practices they create
a fit with the environment in terms of acceptance.

My findings suggest that the financial motive is a reason for an organization to engage
in sustainable practices. This is in contrast with prior research from Brgnn, & Vidaver-Cohen
(2009). They argue that profitability has no direct relationship with an organizations
engagement in social initiatives. Furthermore | find that Dutch MNEs find it important to
adopt certain sustainable practices because they want to create a positive image. This is both
the case in the HQ and the subsidiaries of a MNE.

The present work provides theoretical contributions to the academic field. This
research gives a better insight in the role of different institutional factors on the adoption of
sustainable practices within subsidiaries of MNE and contributes to a better understanding of
the role of the different isomorphic pressures and their underlying institutional factors on the
adoption of sustainable practices within the different subsidiaries of MNEs. There is more
clarity about the role of the environment on the adoption of sustainable practices and the
interaction between the home and host country environment with both their institutional
factors and pressures.

This study also provides theoretical contributions to the managerial field. This study
shows that MNESs should not put much effort into their subsidiaries so they will follow their
sustainability guidelines. The findings in this research show that the host country environment
and the institutional pressures coming from the host country environment have more influence
on the adoption of sustainable practices within subsidiaries than the institutional pressures
coming from the home country. Findings suggest that the environment in which subsidiaries

are located play a big role in the adoption of sustainable practices within the subsidiaries of a
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MNE. MNEs should listen to the host country environment and adopt their sustainable
practices in each of the subsidiaries to the local environment. It is possible to have a certain
sustainability policy throughout the entire MNE, but in order to achieve the highest efficiency
at the end, MNESs should create a sustainability policy that fits within the norms and

acceptance of each of the difference host countries.

Limitations and further research

This research focuses on Dutch MNEs, further research could focus on multinationals
with the HQ in other countries. The country of residence may be of influence on the general
level of sustainability within HQs and therefore on the level of sustainability within other
subsidiaries of these MNEs. Furthermore, other industries could be taken into account to
improve generalizability and to explore whether the findings in this research are industry

specific or can be generalizable in other industries.

This research contributes to the new insight that firms are able to desorb certain
isomorphic pressures because of their role in the value chain. Further research could focus on
different kind of value chains, for instance if the length of the value chain affects an
organizations ability to desorb isomorphic pressures. In this research evidence is found for the
contradictory effect between different institutional pressures and factors. Further research

could go deeper into the reasons behind this contradictory effect.
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5.2 Conclusion

Previous scholars have looked to the role of institutions on the adoption within
organizations. Research suggest that institutions do play a role on the adoption of sustainable
practices. Due to the fact that the existing literature has not been placed in the MNE context, |
focus on the role of institutions on the adoption of sustainable practices within the different
subsidiaries of a MNE. | used inductive theory building with multiple cases to provide a
strong base for theory building. I believe that this study makes a few important contributions
to the literature.

First of all, my findings confirm the argument from prior studies that institutions do
play a role within the adoption of sustainable practices (Peng, 2002; Deeg & Jackson, 2008).
| find that the host country environment has more influence on the adoption of sustainable
practices within subsidiaries than the home country environment. Second, the normative
pressures and the underlying institutional factors have more influence on the adoption of
sustainable practices than the coercive and mimetic pressures, especially in the host countries
of MNEs.

The sustainability importance among end-buyers is one of the most important factor in
influencing the adoption of sustainable practices within subsidiaries. The end-buyers as a
normative factor determine the sustainability importance within a certain market and thus the
way and amount of sustainable practices subsidiaries have to adopt to create a fit with the
environment. Subsidiaries want to adopt or avoid certain sustainable practices in order to
create acceptance by its environment.

In contrast to prior research the financial motive is a reason for organizations to
engage in sustainable practices. Another reason is the positive image an organization wants to
create by adopting sustainable practices.

Besides these contributions to prior research I came up with two new insights. I find
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that firms are able to desorb certain institutional pressures because of their role and position in
the value chain. If an organization has no direct contact with the end-buyers the normative
pressures turn out to be more indirect and therefore firms may be able to desorb these
pressures. The second new insight is that the home and host country pressures can an
interdependent relationship. Findings show the presence of a contradictory effect between
isomorphic pressures in the home and host countries. The pressures in the home and host
country can differ in nature and therefore be contradictive.

Besides these contributions to the literature, this study also provides a contribution to
the managerial field. The findings in this research suggest that MNESs should not put much
effort in the sustainability policy of their foreign subsidiaries. It is possible to put effort in this
policy and try to control it, but MNESs must take into account that the host country
environment plays a bigger role in the adoption of sustainable practices within subsidiaries
than the home country. Subsidiaries should adopt or avoid certain sustainable practices to the
environment in order to create high efficiency.

| would recommend further research to look to the role of isomorphic pressures on the
adoption of sustainable practices within subsidiaries of MNEs with a foreign HQ and within
subsidiaries of MNEs in different industries to improve generalizability. Further research may
also contribute to the explanation of underlying reasons behind the contradictory effect

between isomorphic pressures from the home and host countries can be explored.
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7. Appendices

Appendix I: Interview Schedule

Om te beginnen wil ik u eerst wat dingen vragen over de aard van het bedrijf...

1. Aard van het bedrijf Activiteiten Kunt u mij iets meer vertellen over het bedrijf ..... ?
..... is een cooperatie, hoe is dit bedrijf winstgevend/
rendabel?
Doel/idee Kunt u mij iets meer vertellen over het doel van ..... ?
Vanuit welk idee is het bedrijf ontstaan?
Industrie Kunt u mij iets meer vertellen over de industrie waar .....

onder valt?

..... heeft een aantal buitenlandse kantoren
(e ) Wat doen

Co heeft ook een vest
Landgard, hoe ziet deze samenwerking er uit?

Ik denkt dat ik genoeg informatie heb gekregen omtrent de aard ..... .

Laten we verder gaan naar de hoofdkantoren en de dochterondernemingen van ..... .

2. Vestigingen

Hoofdvestiging

Jullie hebben vestigingen in een aantal landen. Zijn jullie
in al deze landen even actief?

Wanneer is ..... begonnen in Nederland?

Kunt u mij vertellen hoeveel medewerkers de
hoofdvestiging in Nederland heeft?

Host country 1

Wanneer is ..... gestart met een vestiging in Host
country |

Hoeveel medewer kers heef
mij een schatting geven?)
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Host country Il

Wanneer is ..... begonnen met een vestiging in Host
country Il (zie activiteit, actiefst).?

Hoeveel medewer kers heef

Hoofd vs. Dochter

Hoe zou u het contact omschrijven tussen de
hoofdvestigingen en de overige vestigingen van ..... ?
(veel contact, nauw, zelfstandig etc.)

Ik denk dat ik genoeg informatie heb gekregen omtrent de hoofdkantoren en de dochterondernemingen. Laten we verder gaan naar het beleid omtrent

duurzaamheid binnen

3. Duurzaamheid (milieu) Milieu Wat doet ..... omtrent de factor milieu in
duurzaamheid/ qua duurzame praktijken?

(in mijn onderzoek focus ik me met Gedocumenteerd Heeft ..... een milieubeleid?
milieubeleid

name op de factor milieu en de Openbaar Is dit beleid openbaar?

sociale factor van duurzaamheid) Gecommuniceerd Is het milieubeleid gecommuniceerd naar alle personen
organisatie die werken voor of namens de organisatie?
Milieurapport Produceert ..... een milieurapport?
Openbaar Is dit rapport openbaar?

Impact meten

Wat staat er in dit rapport beschreven?

Staat in dit rapport de impact op het milieu die wordt
veroorzaakt door de act. en prod. van FM.

Milieu praktijken Zijn er activiteiten gericht op het mileu waardoor ..... de
impact op het milieu probeert te verkleinen?

Vermindering Heeft ..... programma's die de afvalproductie

afvalproductie verminderen? (verminderen van water of energie?)

Gedocumenteerde Heeft ..... gedocumenteerde doelstellingen en

doelstellingen streefcijfers (in het milieurapport?) op bel. Milieu
gebieden.

Duurzame Maakt ..... gebruik van duurzame grondstoffen?

grondstoffen/hulpbronne
n
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Recycling programma's

Zonne-energie

3. Duurzaamheid (sociaal)

Sociaal

Wat doet ..... omtrent de sociale factor in
duurzaamheid/ qua duurzame praktijken?

(in mijn onderzoek focus ik me met

Sociaal rapport/ verslag

Produceert ..... een sociaal verslag/rapport

name op de factor milieu en de

Openbaar

Is dit rapport openbaar?

sociale factor van duurzaamheid) Gelijke kansen en Heeft ..... in een rapport geschreven dat er wordt
diversiteit gestreefd naar gelijke kansen en diversiteit?
Sociale praktijken Zijn er sociale activiteiten waardoor ..... de sociale
omstandigheden binnen de organisatie verbeterd?
Beleid gelijke Heeft ..... een beleid toegepast waarin gelijke kansen in
werkgelegenheid kansen | de werkgelegenheid wordt gecreeerd?
Code of Heeft ..... een gedragscode (code of ethics) opgesteld?

ethics/gedragscode

Percentage vrouwen
organisatie (10%)

Maakt ..... gebruik van duurzame grondstoffen?

Representatie managers
(vrouwen

Wordt er binnen de organisatie gestreefd naar een
bepaalde representatie van mangers die bestaat uit
vrouwen

etnishce minderheden)

(2/5)

of etnische minderheden?

Minimumloon betaald
elke werknemer

Wordt aan elke werknemer het minimum loon betaald?

Leefbaar loon betaald
elke werknemer

Wordt aan elke werknemer het leefbare loon betaald?
(living wage - zichzelf en gezin onderhouden)

Internationale
arbeidsnormen toe-

Heeft ..... de internationale arbeidsnormen
(International Labor Standards) toegepast die zijn
opgesteld

gepast van
Internationale Lab.org.

door de Internationale arbeidsorganisatie
(International Labor Organization)?
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Wie zijn de partners van .....?

Monitoren van partners

Wat doet ..... om toezicht te houden op haar partners/
haar partners te bewaken?

Toezicht duurzaamheid
leveranciers

Houdt ..... toezicht op de duurzaamheid van haar
leveranciers?

Certificaat leveranciers

Doet ..... zaken met leveranciers die een certificaat
hebben voor duurzaamheid/ zijn van duurzam?

(e.g. Global Organic Textile Standards)

Lokale leveranciers

Doet ..... zaken met lokale leveranciers?

Derde partij toezicht
houden

Maakt ..... gebruik van een derde partij om de naleveing
op duurzaamheid van haar leveranciers te

controleren?

Als we kijken naar de vestigingen in (host countries) zijn er dan verschillen in het duurzaamheidsbeleid of wordt er binnen de verschillende vestigingen

hetzelfde

gedaan? Welke van de eerder genoemde punten worden juist wel of niet gedaan?

Ik denk dat ik genoeg informatie heb gekregen omtrent het beleid van duurzaamheid binnen ..... . Laten we dieper ingaan op de invloeden die de adoptie

van duurzame praktijkenb i nnen ....

hebben

beinvl oedt

4. Isomorphic pressures

Redenen duurzaamheid

Waarom heeft ..... duurzame activiteiten toegepast
binnen haar

organisatie? Welk aspect of welke aspecten hebben
invloed gehad op de adoptie van duurzame praktijken
binnen

Isomorphic pressures HQ

Al's we Kkijken naar Neder

Best practices

Waren er andere bedrijven die bepaalde duurzame
praktijken eerder deden en waardoor ..... deze
maatregelen

ook is gaan toepassen?

Leveranciers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de leveranciers van de organisatie?
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Voelde ..... een bepaalde druk vanuit de leveranciers
waardoor ..... duuzame praktijken heeft toegepast?

Overheid

Was er een regelgeving vanuit de overheid die .....
dwong om duurzaam te gaan ondernemen?

Code of conduct

Heeft de gedragscode/ code of conduct van de
organisatie bijgedragen aan de adoptie van duurzame
praktijken?

Concurrenten

Heeft ..... duurzame praktijken overgenomen van
andere concurrenten?

Industry associations

Was er een vanuit de branchevereniging regelgeving die
..... dwong om duurzaam te gaan ondernemen?

Consumenten

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de consumenten van de organisatie?

Voelde ..... een bepaalde druk vanuit de consumenten
waardoor ..... duuzame praktijken heeft toegepast?

Werknemers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de werknemers van de organisatie?

Kwam er een bepaalde druk vanuit de werknemers
waardoor ..... duuzame praktijken heeft toegepast?

NGO's

Was er vanuit niet-gouvernementele organisaties
regelgeving of druk waardoor ..... duurzaam is gaan

ondernemen/ haar duurzaamheidbeleid heeft
aangescherpt? (Bijv. Greenpeace, Human Watch)

Local communities

Waren er lokale gemeenschappen in Nederland die u
min of meer dwongen om duurzaam te ondernemen/
uw duurzaamheidbeleid aan te passen?

Shareholders

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de aandeelhouders van de organisatie?

Voelde ..... een bepaalde druk vanuit de
aandeelhouders waardoor ..... duuzame praktijken
heeft toegepast?
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Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invlioed heeft gehad op de adoptie van duurzame praktijken

binnen ..... in Nederland?

Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invlioed heeft gehad op de adoptie van duurzame praktijken

binnen ..... in Nederland ?

Isomorphic Host country |

Als we kijken naar de Ve

Best practices

Waren er andere bedrijven die bepaalde duurzame
praktijken eerder deden en waardoor ..... deze
maatregelen ook is gaan toepassen?

Leveranciers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de leveranciers van de organisatie?

Voelde ..... een bepaalde druk vanuit de leveranciers
waardoor ..... duuzame praktijken heeft toegepast?

Overheid

Was er een regelgeving vanuit de overheid die .....
dwong om duurzaam te gaan ondernemen?

Code of conduct

Heeft de gedragscode/ code of conduct van de
organisatie bijgedragen aan de adoptie van duurzame
praktijken?

Concurrenten

Heeft ..... duurzame praktijken overgenomen van
andere concurrenten?

Industry associations

Was er een vanuit de branchevereniging regelgeving die
..... dwong om duurzaam te gaan ondernemen?

Consumenten

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de consumenten van de organisatie?

Voelde ..... een bepaalde druk vanuit de consumenten
waardoor ..... duuzame praktijken heeft toegepast?

Werknemers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de werknemers van de organisatie?

Kwam er een bepaalde druk vanuit de werknemers
waardoor ..... duuzame praktijken heeft toegepast?

NGO's

Was er vanuit niet-gouvernementele organisaties
regelgeving of druk waardoor ..... duurzaam is gaan

ondernemen/ haar duurzaamheidbeleid heeft
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aangescherpt? (Bijv. Greenpeace, Human Watch)

Local communities

Waren er lokale gemeenschappen in Nederland die u
min of meer dwongen om duurzaam te ondernemen/
uw

duurzaamheidbeleid aan te passen?

Shareholders

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de aandeelhouders van de organisatie?

Voelde ..... een bepaalde druk vanuit de
aandeelhouders waardoor ..... duuzame praktijken
heeft toegepast?

Lokale overheid

Was er een regelgeving vanuit de lokale overheid die .....
Herongen dwong om duurzaam te gaan ondernemen?

Hoofdkantoren
regelgeving

Was er vanuit de hoofdkantoren in Nederland een
regelgeving die de vestiging in Herongen dwong om
duurzaam te ondernemen?

Hoofdkantoren example

Paste ..... Herongen duurzame maatregelen toe omdat
de hoofdkantoren in Nederland deze maatregelen
eerder toepasten?

Beleid hoofdkantoren

Zorgde het beleid van de hoofdkantoren een bepaalde
druk voor de vestiging in Herongen waardoor deze
duurzame praktijken heeft toegepast?

Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invloed heeft gehad op de adoptie van duurzame praktijken

binnen .....

Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invlioed heeft gehad op de adoptie van duurzame praktijken

binnen .....

Isomorphic Host country...

Als we kijken naar de vestigingen in ???

Best practices

Waren er andere bedrijven die bepaalde duurzame
praktijken eerder deden en waardoor ..... deze
maatregelen ook is gaan toepassen?

Leveranciers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de leveranciers van de organisatie?
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Voelde ..... een bepaalde druk vanuit de leveranciers
waardoor ..... duuzame praktijken heeft toegepast?

Overheid

Was er een regelgeving vanuit de overheid die .....
dwong om duurzaam te gaan ondernemen?

Code of conduct

Heeft de gedragscode/ code of conduct van de
organisatie bijgedragen aan de adoptie van duurzame
praktijken?

Concurrenten

Heeft ..... duurzame praktijken overgenomen van
andere concurrenten?

Industry associations

Was er een vanuit de branchevereniging regelgeving die
..... dwong om duurzaam te gaan ondernemen?

Consumenten

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de consumenten van de organisatie?

Voelde ..... een bepaalde druk vanuit de consumenten
waardoor ..... duuzame praktijken heeft toegepast?

Werknemers

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de werknemers van de organisatie?

Kwam er een bepaalde druk vanuit de werknemers
waardoor ..... duuzame praktijken heeft toegepast?

NGO's

Was er vanuit niet-gouvernementele organisaties
regelgeving of druk waardoor ..... duurzaam is gaan

ondernemen/ haar duurzaamheidbeleid heeft
aangescherpt? (Bijv. Greenpeace, Human Watch)

Local communities

Waren er lokale gemeenschappen in Nederland die u
min of meer dwongen om duurzaam te ondernemen/
uw duurzaamheidbeleid aan te passen?

Shareholders

Is de adoptie van duurzame praktijken binnen .....
beinvloedt door de aandeelhouders van de organisatie?

Voelde ..... een bepaalde druk vanuit de
aandeelhouders waardoor ..... duuzame praktijken
heeft toegepast?
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Lokale overheid Was er een regelgeving vanuit de lokale overheid die .....
Quito dwong om duurzaam te gaan ondernemen?

Hoofdkantoren Was er vanuit de hoofdkantoren in Nederland een

regelgeving regelgeving die de vestiging in Quito dwong om
duurzaam te ondernemen?

Hoofdkantoren example Paste ..... Quito duurzame maatregelen toe omdat de
hoofdkantoren in Nederland deze maatregelen eerder
toepasten?

Beleid hoofdkantoren Zorgde het beleid van de hoofdkantoren een bepaalde
druk voor de vestiging in Quito waardoor deze
duurzame praktijken heeft toegepast?

Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invlioed heeft gehad op de adoptie van duurzame praktijken
binnen ..... Host countries

Als we kijken naar de eerder genoemde aspecten, kunt u aangeven welk aspect de meeste invloed heeft gehad op de adoptie van duurzame praktijken
binnen ..... Host countries?

Als we kijkennaardeover i ge | anden: ... . Kunt u in het kort aangeven wel k asp:¢
duurzame praktijken?

Bedankt, dit waren mijn vragen

Heeft u nog vragen of toevoegingen?

Mocht ik tijdens mijn analyse nog met vragen zitten, mag ik deze dan via de mail aan u stellen zodat ik dit nog kan meenemen in mijn onderzoek?

Zodra mijn onderzoek is afgerond zal ik u een digitale versie sturen.

Bedankt voor uw tijd.
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Appendix I1: Detailed overview sustainability items and criteria

Sustainability items and criteria

Sustainability Pillar Items (Source)

Criteria examples

Source

Environmental sustainability Environmental policy

(Dow Jones Sustainability Index)

Environmental reporting
(Dow Jones Sustainability Index)

Environmental performance (eco-
efficiency)
(Dow Jones Sustainability Index)

There is an environmental policy within the organization

The environmental policy is documented
The environmental policy is publicly available

The environmental policy is communicated to all persons
working for or on behalf of the organization

The organization has an environmental report

The environmental reporting is publicly available

The organization reports frequently (with a minimum of once a
year)

The organization identifies the environmental aspects arising

from the organization's activities, products and services and
reports this

The organization measures the impact on the environment
arising from the organization's activities, products and services
and reports this

The report gives documented objectives and targets in key areas

The organization has reducing waste programs (e.g. energy,
water)

The organization makes use of sustainable raw materials and
natural resources

The organization has recycling programs
The organization uses solar energy

ISO 14001-2004

ISO 14001-2004
ISO 14001-2004
ISO 14001-2004

ISO 14001-2004

ISO 14001-2004
ISO 14001-2004

ISO 14001-2004

ISO 14001-2004

ISO 14001-2004

ISO 14001-2004

ISO 14001-2004

ISO 14001-2004
ISO 14001-2004
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Sustainability Pillar Items (Source) Criteria Source

Social sustainability Labor Practice Indicators The organization has adopted an equal opportunities policy FTSE4Good Index
(Dow Jones Sustainability Index)

The organization has adopted a Code of Ethics FTSE4Good Index

More than 10% of managers being women or the proportion of FTSE4Good Index
managers who are women or from ethnic minorities exceeding
two fifths of their representation in the workforce concerned

The organization pays a minimum wage to all of her employees International Labor Organization
The organization pays a living wage to all of her employees International Labor Organization

The organization adopted the International Labor Standards by  International Labor Organization
the International Labor Organization
Social reporting The organization has a social reporting Dow Jones Sustainability Index
(Dow Jones Sustainability Index)

The social reporting is publicly available Dow Jones Sustainability Index
The organization reports frequently (with a minimum of oncea  Dow Jones Sustainability Index
year)

The annual report and/or website includes a commitment to FTSE4Good Index

equal opportunities or diversity
Standards for Suppliers The organization monitors its suppliers on their sustainability Dow Jones Sustainability Index
(Dow Jones Sustainability Index)

The company does business with certified companies Dow Jones Sustainability Index
The organization does business with local suppliers Dow Jones Sustainability Index
e
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