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Abstract

This thesis is motivated by the need to involve sustainability in the oil and gas industry. This
thesis focuses on the sustainable transition in Equinor, the Norwegian oil and gas company. It
looks, particularly, at a large established oil and gas company undergoing a sustainable change
and how it performs its transition into sustainability. However, this transition poses challenges
to a large established company like Equinor where, over 40 years, the petroleum activities were
crucial for the country’s economic growth and for funding the Norwegian welfare state. In
addition, investing in renewable energy as a clean alternative source of energy requires Equinor
to enhance its capabilities, knowledge and competencies outside its boundaries.

Legitimacy theory has been applied in this thesis and is considered to be an important
mechanism for understanding how a large established company under sustainable change
manages its new sustainable investments. However, existing research on sustainability is
mainly focused on the role that sustainability plays in triggering new innovations, improving a
company’s image and enhancing competitive advantages, but does not necessarily involve how
a sustainable transition is carried out in practice. Therefore, this thesis focuses mainly on
internal legitimacy, in order to understand what is happening in a large established company
undergoing a sustainable change. Thus, this motivates me to investigate the following overall
research question ‘What is the role internal legitimacy plays in shifting a large established
company towards sustainability?’

This thesis pursues two related objectives. From a practical perspective, it aims to shed light on
the role of governments, managers and employees in developing a sustainable change in
companies. From a theoretical perspective, it adds more theoretically based approaches and
enables us to understand the strategic change process of introducing new sustainable activities
in a large established company by using internal legitimacy theory. Consequently, this thesis
contributes empirically to the literature of legitimacy, strategy and sustainability, and enables
us to understand the role internal legitimacy plays in shifting a company’s strategy towards
sustainability.

These objectives are addressed through a cover essay and three research papers. The cover
essay provides an overarching theoretical framework for the thesis, using the Scott and
Suchman legitimacy theory which integrate the concepts of sustainability and strategy change.
The cover essay consolidates the three individual research papers in a coherent manner and
responds to the dissertation’s overall research question. The empirical research is conducted
within interpretivism and positivism perspectives research tradition, and follows a mixed
methods approach that combines qualitative and quantitative research method designs. First,
the qualitative data followed a semi-structured narrative approach collected over a three-year
period. In addition, the secondary data were collected through Equinor’s own documentation,
such as company webpages, annual reports, sustainability reports, renewable energy reports,
energy perspectives’ reports, conferences and presentations. Second, the quantitative data were
collected through a survey conducted between 2017-2019, resulting in 91 respondents who
fully completed the survey.

The first research paper represents a qualitative case study and aims to respond to the lack of
literature on the role internal legitimacy plays in developing a new sustainable strategy in a
large established company. Thus, this paper synthesises previous literature on internal
legitimacy and strategy change, advances our knowledge and forms new ideas about this
complex phenomenon in order to understand the important role played by internal legitimacy



in creating a shift towards sustainability. It will thereby seek to explain how an oil and gas
company strengthens its commitment to the environment and invests in clean alternative
sources of energy (renewable energy) in order to develop an all-encompassing energy company.
By employing the three types of legitimacy, moral, pragmatic and cognitive, this paper suggests
that moral legitimacy plays an essential role in shaping a sustainable strategy shift to the
company. This was related to the direct support from the Norwegian government, the board of
directors and the top manager. Pragmatic legitimacy shows that most of the company’s
stakeholders are engaged in the new transition; however, the translation process of sustainable
development will continue within the company until the sustainable transition is complete.
Finally, cognitive legitimacy shows us that a majority of employees understand the relevance
of this sustainable shift and accept it.

The second paper addresses a quantitative case study and aims to fill the gap in the literature
concerning measuring sustainability in a large established company. This paper aims to make
a methodological contribution to the research of internal legitimacy and strategy change by
developing a valid measure of regulative, normative and cognitive pillars. Thus, this paper uses
the three mentioned pillars as a lens to understand the factors that legitimise the adoption of
new sustainable activities in Equinor. Accordingly, the key findings of this paper reveal that
the Equinor case company employs a regulative and normative pillar that play an important role
in building Equinor’s internal legitimacy and framing its organisational identity. The regulative
pillar is presented as the important carrier of shaping sustainable transition in the company, and
the normative pillar plays an essential role in strengthening the sustainability transition.
However, cognitive legitimacy was not supported in the study, and this reveals that it would
need more time to be achieved so that everybody in the company understands and accepts the
sustainable transition that is taking place in the company.

The third paper addresses a quantitative case study and aims to fill the lack of quantitative gap
in the literature concerning internal legitimacy and sustainable innovation selection. This paper
aims to make a methodological contribution by testing and validating a model that enables us
to understand how a large established company selects its new sustainable activities. Thus, the
three elements of legitimacy (regulative, normative and cognitive) are used as a tool to
understand how people in a large established company make their sustainable choices. The key
findings of this paper show that the regulative and normative pillars play essential roles in
selecting renewable energy activities. However, the normative presents the strongest factor in
all pillars. This means that employees play the most essential role in facilitating and
implementing new sustainable ideas. Consequently, the results show that sustainability has
been embedded in the company where the regulative and normative pillars present the potential
carriers of the sustainable selection criteria.

Overall, this thesis advances new insights into the literature of organisational studies by
understanding how employees in a large established company relate to sustainable challenges.
Thus, this thesis advances new insights into the literature of internal legitimacy and strategy
change by uncovering the ‘How” and ‘What’ questions of the meaning of sustainable transition.
First, the thesis explores how internal legitimacy is used to understand the introduction of a
new strategy in a large established company. Second, it provides empirical evidence and shows
what factors that build and manage internal legitimacy during strategy change. Third, it tests
the data in a new setting by developing and testing both qualitative (interviews) and quantitative
data (survey). Fourth, the thesis develops a conceptual framework that helps researchers
understand how a sustainable shift can be implemented in large established companies. Finally,
this thesis highlights similarities and disparities among Scott’s and Suchman’s division of



legitimacy theory. This is achieved through the three papers, considering that paper 1 aims to
explore how internal legitimacy is used in a new setting, and paper 2 and 3 develop and test a
survey in a new setting.
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Part I: COVER ESSAY

1 Introduction

1.1 Research Purpose and the Overall Question

The world has faced extreme environmental challenges over the last few decades such as
pollution and climate change. These challenges affect our normal lives and firms are considered
as the main cause of environmental problems (Bansal & Clelland, 2004). Especially, industries
that represent the ‘carbon majors’. These industries have long resisted crucial changes in spite
of the environmental challenges it entails. In fact, it is strongly argued that the Oil and Gas
(OG) industry played a major role in climate change, either direct through emissions or indirect
through climate denial (Grasso, 2019).

Therefore, firms are pushed by governments, media and other stakeholders to develop in a more
sustainable manner (Li et al., 2017). This is essential in order to reduce pollution and other
negative environmental impacts and to create a sustainable development (Kemp & Pearson,
2008). Thus, the overarching inspiration of this thesis is to understand how does a large
established company meet sustainability challenges? To answer this question, | would like to
discuss it within a framework consisting of (1) a deeper understanding of sustainability
including sustainable innovation (2) an understanding of a firm’s strategic orientation and (3)
legitimacy theory, by focusing on internal legitimacy theory.

There is an expanding amount of research in the field of sustainability and currently, the
different concepts of sustainable development and sustainability are widespread among
researchers (George et al., 2018). Studies on sustainability have mostly focused on the reason
behind the adoption of sustainable activities in companies (Epstein, 2008; Frondel et al., 2008).
Research on sustainability has also focused on management controls that shape the process of
sustainability (Gond et al., 2012; Schaltegger & Wagner, 2006a). This has provided important
insights into why sustainability has emerged, but they may not be fully able to explain how
companies develop sustainability. In addition, we still know little about how established
companies carry out sustainability in practice (Engert et al., 2016; Moldavska, 2017), how they
manage possible sustainable initiatives (Engert et al., 2016; Schrettle et al., 2014) and how they
legitimise their new technologies during an institutional change (Patala et al., 2019).
Accordingly, the discourse around sustainability is associated with a strongly normative loading
but has stalled at the point of articulating a process of governance.

As aresult, there has been accusations of ‘greenwashing’ that shows several symbolic activities
that make the business look good. For example, sustainability was presented as a marketing
strategy (Azmat & Samaratunge, 2009), a tool for competitive advantage (Taherdangkoo et al.,
2017), a tool for seeking society’s acceptance (Kumar et al., 2012) or as a basic requirement to
obtain legitimacy (Li et al., 2017). This makes companies’ sustainable activities less effective,
and companies are not showing their environmental awareness through solving environmental
problems (Aragén-Correa et al., 2016). Moreover, it has been highlighted that studies on
sustainability afford little attention to the institutional setting (Maleti¢ et al., 2016; Roman,
2017) that is essential to understand how companies facilitate a real sustainable change. Thus,
Crutzen et al. (2017) highlight that more research is needed to understand the factors involved
in the decision to adopt sustainability in companies. Therefore, looking into the inner
mechanisms of a company that responds to external pressure of becoming more sustainable can
add to our overall understanding.



Sustainability and its related concerns is viewed as having a considerable impact on corporate
strategies and activities (Dyllick & Muff, 2016). This means that sustainability is used as a tool
to integrate new strategies into the overall business in order to trigger new technologies that
might be inside or outside businesses’ boundaries. A sustainable shift requires obtaining
acceptance from a wider range of stakeholders such as the public and media, which is not the
subject of this thesis (Idowu et al., 2013). This has been termed as a ‘social license to operate’
and is considered as a new name for legitimacy that means ‘legitimating a company’s action’
(Gehman et al., 2017). As such, one can say that the advent of sustainability focus has forced
large established companies towards processes to be legitimized by external stakeholders.
However, changes in a company, must also meet stakeholders’ acceptance internally.
Therefore, in an attempt to understand how a large established company shifts its strategy
towards sustainability, this thesis aims to use internal legitimacy theory.

Legitimacy theory provides useful explanations in understanding a company’s functioning
(Meyer & Scott, 1983). Sources of legitimacy and its actions may originate from inside and
outside organisations (Ruef & Scott, 1998). Drori and Honig (2013) suggest an interdependent
relationship between internal and external legitimacy. However, other researchers suggest that
internal and external legitimacy are developed independently (Lu & Xu, 2006; Kostova &
Zaheer, 1999). For example, internal legitimacy focuses on ‘how things are done’ in
organisations (Drori & Honig, 2013), while external legitimacy focuses on external actors that
look for positive signals related to organisations’ potential or capabilities (Hannan & Freeman,
1984). However, this thesis focuses more on how a large established company would respond
internally to external pressures (governments and other authorities such as Paris Agreement)
and thus focuses on internal legitimacy. Internal legitimacy helps us understand how people in
a large established company direct new actions that would be beneficial for their company
(Drori & Honig, 2013). Thus, theory from legitimacy literature was used in this thesis as a lens
to understand how a large established company shifts its strategy towards sustainability, and
how internal actors work to achieve the company’s sustainable goal.

Subsequently, literature of internal legitimacy seeks to advance our understanding of the role
internal legitimacy plays in developing new sustainable practices in a large established
company undergoing a sustainable change. In other words, internal legitimacy theory is
integrated in this thesis in order to understand the sustainable shift a large established company
is going through. Therefore, the thesis uses internal legitimacy theory by combining two
interdependent scholars: Suchman (1995) and Scott (1995b, 2014), and contributes to existing
organisational studies by exploring the following overall question:

‘What is the role internal legitimacy plays in shifting a large established company’s strategy
towards sustainability?’

To answer this research question, the OG industry was used as an empirical focus in this thesis.
OG industry are aware that their products are causing pollution that cause carbon dioxide to
rise (Franta, 2018). Therefore, large established OG companies are responsible for reducing
their carbon emissions and accelerating clean energy transition (IEA, 2020). Furthermore, the
oil tax subsidies have been scaled down, thereby forcing established OG companies to reduce
their new exploration of OG (NRK, 2021).

Currently, it is difficult to substitute OG for Renewable Energy (RE) industries and during this
study, large established OG companies have gone through a remarkable change: from being
celebrated as value and welfare creators towards being criticised as environment and climate
destroyers. Today, we see that major OG players are working continuously on reducing their
emissions, and making huge investments in developing clean practices such as RE. In addition,
large established OG companies claim that they are changing their position from money-makers
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to become part of the sustainable solution. Thus, they are put in a situation to be more
responsible for finding new, environmentally-friendly solutions. Therefore, | found it
interesting to focus on this industry. However, this thesis addresses a single case study
(Equinor) that has gone through different stages to become a mixed-energy company.

This thesis aims to develop a conceptual framework based on three papers (one qualitative and
two quantitative studies). However, before explaining how the three papers aim to answer the
overall research question, section 1.2 provides the theoretical focus of this thesis and section
1.3 provides the motivation behind selecting the Norwegian OG industry as the empirical focus.

1.2 Theoretical Positioning

This section aims to identify the research gap that has inspired this dissertation’s overall
research question. It aims also to introduce the theoretical perspectives that are suitable for
understanding the sustainable strategic shift towards sustainability a large established OG
company is going through.

This thesis adopts Alvesson (2002); Alvesson and Berg (1992) approach of finding the research
gap and constructing the research question. According to Alvesson (2002); Alvesson and Berg
(1992), researchers are motivated to deal with (1) meaning and (2) symbolism to find a research
gap. (1) Meaning refers to how an object is interpreted. It has also a particular reference to the
sense that it demands to an expectation, ‘a way of relating to things’. Alvesson and Jonsson
(2022) claimed that organisations are constituted on high level of shared meanings and
understandings of practices, objectives and technologies. Shared meanings are considered as
‘communities of practices’ where people think together (Pyrko et al., 2017). Thus, meanings in
this thesis relates to the idea about sharedness which is acknowledged as ‘a common way of
relating in organisations’ (Alvesson & Jonsson, 2022). However, in order to know how people
in a company relate to its new sustainable activities for example, we have to look at
sustainability as shared ideas, beliefs and behaviours that have become institutionalised in an
organisational setting.

Therefore, a process of institutional change is essential to measure the degree of individuals’
understanding and determine what is considered acceptable within an institution (Tost, 2011).
For example, legitimacy theory is considered critical and as a necessary component of
institutionalization and institutional research (Tost, 2011) because it helps us understand how
interactions among individuals constitute social reality and guide institutional change (Reay et
al., 2006; Zucker, 1977).

(2) According to symbolism, symbols are defined as ‘objects, acts, relationships or linguistic
formations that stand ambiguously for a multiplicity of meanings, evoke, emotions, and impel
men to action’ (Cohen, 1974, p. 23). In addition, Alvesson and Berg (1992) indicate that a
symbol is rich in meaning, however, understanding a symbol requires interpretations of its
deeper meaning. This means, when thinking about a symbol, it is better to understand what it
is not, or what it does not focus on (Alvesson, 2002). Thus, in this thesis it is important to
understand what sustainability is and what it is not.

Companies face increasing pressure from stakeholders such as investors, customers and
governments to disclose information about their environmental performance (Kim & Lyon,
2015; Marquis et al., 2016). Researchers such as Ashforth and Gibbs (1990); Meyer and Rowan
(1977); Oliver (1991) believe that companies respond to external pressures with either symbolic
or substantive actions. Symbolic actions occurs when a company enhance its image positively
by misleading its stakeholders by its environmental commitment (Bebbington et al., 2008;
Marquis & Qian, 2014). This shows that symbolic actions are managed with small
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implementations, however, strategy and daily activities of the company remain unchanged
(Truong et al., 2021). On the contrary, substantive actions, include changes in the strategy and
daily activities of the company and shows its real environmental actions (Truong et al., 2021).
A real environmental commitment can be achieved by truly communicate with stakeholders
and aims to seek environmental, social and economic solutions Bocken et al. (2014); Dyllick et
al. (2002).

This shows that some companies have their own internal environmental management
guidelines, but they do not really work (Zhang et al., 2022). In fact, Lyon and Maxwell (2011)
suggest that greenwashing occurs when there is a symbolic communication and no substantive
actions on environmental issues. This is due to the fact that they engage in voluntary
environmental projects, however, their environmental performance is not improved (latridis &
Kesidou, 2018). However, sustainability takes the notion of ‘green’ into a deeper level. This
includes embedding sustainability in a company’s strategy and addresses a real movement
towards our planet. This means companies must be socially and environmentally responsible,
not only economically (Antunes et al., 2015).

As aresult, based on meaning and symbolism, this thesis perceives sustainability as substantive
actions that improve a company’s social, environmental and economic performance, and not a
case of ‘greenwashing’. In addition, sustainability is shared meanings, that looks at how people
inside a company accept new changes. To achieve this, a company is required to change its
strategy towards a more sustainable focus. At the same time, changing a strategy in a company
requires securing legitimacy from its internal stakeholders in order to align its identity with the
desired future image (Bridwell-Mitchell & Mezias, 2012; Clark et al., 2010; Gioia et al., 2000).
Therefore, in order to fill the research gap of this thesis and answer its research question, this
thesis aims to use strategy literature to understand how external pressures are reflected in the
company’s internal strategy. In addition, as strategies have to be enforced by people, this thesis
aims to look at how these changes are accepted among employees by using internal legitimacy.

Thus, the overarching theme for this thesis is to explore how sustainability is introduced in a
large established company. Therefore, to answer this question, three generic concepts are
relevant; corporate sustainability, strategy change and internal legitimacy, as shown in Figure
1.
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Figure 1. Theoretical framework positioning the dissertation and its theoretical foundations

The theoretical positioning of this thesis is complex, including the three concepts;
sustainability, strategy and legitimacy. Sustainability has often been mentioned as a goal of
companies, but measuring the degree to which organisations are being sustainable is not an easy
task (Baumgartner & Rauter, 2017; Sandhawalia & Dalcher, 2015). Therefore, the term
innovation is used in the research in order to study how new ideas are diffused and interpreted
in companies (Katz, 1999; Terlaak & Gong, 2008). Thus, sustainable innovation in this thesis
enables us to measure the degree of sustainability by evaluating the performance of its social
and environmental support and its value beyond financial objectives.

However, developing new sustainable technologies, requires a company to change its strategy
when responding to the new changes. Strategy change refers to all activities the company is
required to do in order to develop new sustainable solutions and meet the company’s sustainable
goals. At the same time, a large established company is required to achieve its legitimacy when
introducing new technologies (Deephouse & Suchman, 2008; Hargadon & Douglas, 2001).
Therefore, internal legitimacy theory is used in this thesis because it helps us understand how
a large established company functions and understand how a company shapes its structures in
relation to the commitments of their participants (Meyer & Scott, 1983; Selznick, 1957).

More details about the theoretical focus will be explained in Chapter 2. However, before
discussing the three papers, and how they answer the overall research question, section 1.3
provides the motivation behind selection of the OG industry as a sector.



1.3 Empirical Focus

The future for the OG industry has changed due to the growing demand for clean alternative
resources, a fall in the oil prices and challenges on climate change. This has forced the world’s
largest OG companies to rethink their strategies and establish their own vision of sustainable
development.

The energy transition from OG into RE represents a strategic opportunity for the largest players
in the industry. Thus, large established companies from the OG sector entered the world of RE
by investing in activities such as geothermal energy, algae for biofuel, bio-diesel and solar
powered energy (Hartmann et al., 2020). However, due to the concerns regarding climate
challenges and sustainability, RE is developing rapidly. In this context, large established OG
companies are moving towards a low-carbon emission energy transition and play a major role
in providing the world with mixed energy.

Thus, the climate challenges and energy transition that we face today enable us to raise critical
questions about the future of OG companies. This increased my interest in studying how the
OG industry meets these challenges. For the purpose of this thesis, the focus is on the
Norwegian OG company Equinor (formerly known as Statoil) which intended to provide the
world with needed energy. Equinor is the largest energy company in Norway and one of the
largest offshore operators in the world. Equinor invested in RE activities, mainly in offshore
floating wind turbines already in 2008 (Equinor, 2008). This was not a genuine clean
transformation, but instead to enhance the company’s public image. However, the company
made ground-breaking changes in its strategy towards sustainability starting in year 2014 and
until now. For example, Equinor invested 400 million NOK (the currency of Norway) in RE
between 2014 and 2017 (Equinor, 2008). This led the company to rebrand its name from Statoil
into Equinor in 2018 in order to support its transition towards clean energy (Gulowsen, 2018).
In addition, Equinor focuses now on carbon neutral and has its plans to reduce its greenhouse
gas emissions in Norway to near zero by 2050 (Adomaitis & Solsvik, 2020).

The Norwegian setting of the company is also important, because the Norwegian state is the
largest shareholder of the company (owns 67% of the company). Norway has, since 1987,
prioritised sustainability and made legislative changes to reduce the climate change effects of
greenhouse gases, and is continuously working towards an ambitious global climate agreement
to ensure environmental sustainability (Brundtland, 1987; KLD, 2014). This involved
significant changes regarding environmental policy, where RE has been introduced as an
alternative clean energy and is promoted as a climate change adaptation. At the same time, this
is considered crucial for Norway’s economic growth due to the petroleum activities that fund
the Norwegian welfare state. This puts Norway in a situation to be committed to a low-carbon
future and develop more sustainable energy in the world.

Norway has one of the strictest environmental regulations and is one of the first countries in the
world to support the Paris Agreement (Ministry of Climate and Environment, 2020). Norway
also has a commitment to sustainable development by cutting emissions both nationally and
internationally (Ministry of Climate and Environment, 2020). In addition, Norway is working
actively to ensure its sustainable goals (Ministry of Climate and Environment, 2020). This
enables the Norwegian government to take tangible steps on sustainability in order to shift from
OG dependency to a low-carbon and green innovation economy (Brewer, 2018). Therefore, the
Norwegian context offers a rich case study for answering the questions raised in this thesis.



The low-carbon transition of large established OG companies remains nascent. Large
established OG companies recognised the importance of this transition and began to take action
around 2010 (Scott, 2018). Therefore, large established OG companies decided to achieve a
low-carbon transition in different ways. For example, some OG companies decided to reduce
their emissions by improving their energy efficiency, finding high-quality reserves, improving
product quality and investing in carbon capture and storage technology (Lu et al., 2019). Other
OG companies decided to invest money in new RE projects (Lu et al., 2019).

Researchers like Lu et al. (2019) consider RE as an opportunity to the industry and society and
as the most efficient way to achieve a low-carbon transition. In addition, Geels (2018)
highlights that established companies play an essential role in accelerating the development of
new low-carbon transitions if they reorient their strategies. However, achieving a low-carbon
transition, requires companies to make new technological and organisational changes in their
business activities, make new investments and bring new skills (Foxon, 2013; Molcho &
Shpitalni, 2006; Qin et al., 2018).

The next section describes the three papers that were developed to answer the main research
question of this thesis.

1.4 Positioning of the Papers

This thesis builds on the literature of sustainability, internal legitimacy and strategy, seeking to
advance our understanding of the strategic change that occurs in a large established company
undergoing a sustainable shift. However, in order to answer the overall research question, three
research papers are primarily addressed in this thesis. Each paper explores a specific research
question relevant to inform the dissertation’s overall topic. Common to all these papers is the
extensive view of internal legitimacy and how it is seen as an essential catalyst for sustainable
change within a large established company. This will help us overcome previous results
regarding developing new sustainable actions and managing legitimacy in a large established
company undergoing change. This research design responds, also, to the request for more
qualitative and quantitative studies in sustainability and legitimacy (Binz et al., 2016;
Kudratova et al., 2018).

The OG sector was chosen because of its specific challenges with balancing ‘standard’ activities
with demands for improved sustainability. This is particularly important when considering
diverse views of how the new way forward could be of interest to the company itself. A
sequential mixed-methods research design (Creserwell & Clarck,2007; Creserwell & Clarck,
2011) is adopted in the thesis and combines both qualitative and quantitative research papers
followed by a single case study of a large established OG company. The thesis identifies various
qualitative and quantitative research gaps and contributes to the broader literature on strategy
change and internal legitimacy, as will be described below.

Paper 1 addresses a qualitative research theme and builds, primarily, on the internal legitimacy
theory of Suchman (1995) and its three analytical elements: moral, pragmatic and cognitive
legitimacy. This paper uses qualitative data to explore how internal legitimacy is used to
understand how and why a sustainable strategy is developed in a large established company
undergoing a change. Thus, internal legitimacy theory by Suchman helps us understand how a
large established company evaluates its activities, and explain what a company is doing and
why. In addition, internal legitimacy helps us gain insights into the complex process of a
sustainable transition, and how people inside a company understand, accept and act towards
this new transition. This paper focuses on internal legitimacy, because securing legitimacy from
internal stakeholders is essential during organisational change in order to align organisational
identity with the desired future image (Bridwell-Mitchell & Mezias, 2012; Clark et al., 2010;
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Gioiaetal., 2000). In addition, this paper responds to the request for more qualitative empirical
evidence on the integration of sustainability and how it is carried out in practice (Engert et al.,
2016). To increase our understanding and fill this research gap, a qualitative approach enables
us to delve deeper into the sustainable process and compare the three types of legitimacy in
order to explore how key internal stakeholders view the sustainable shift.

Paper 2 addresses a quantitative research theme. It adopts the institutional theory of Scott
(1995b, 2014) and it’s three pillars: regulative, normative and cognitive. The institutional
theory by Scott enables us to understand company’s institutional culture and how it is shaped
by general belief systems (Scott, 2003). Thus, this paper focuses on internal legitimacy that
plays an important role in shaping the company’s new strategic direction (sustainable transition
in this paper) and refers to how people in the company direct these new actions (Drori & Honig,
2013). This paper responds to the request for more research on the individuals’ level in
companies, especially on the individuals’ behaviours when experiencing a change outside the
organisational context (Hoerndlein et al., 2012; Suddaby, 2010). Thus, in order to increase our
understanding in this area, this paper employs quantitative empirical evidence, develops a
measurement system for how a sustainable shift is viewed, understood and accepted by
individuals (employees) and tests some correlations between the variables. This is achieved by
measuring the direct relationship between the three institutional pillars and sustainable shift.

Paper 3 tests the theoretical model of this thesis. Thus, paper 3 employs a quantitative research
theme, but it takes a step towards examining the employees’ role in selecting innovative
sustainable projects. This paper adopts the institutional theory of Scott (1995b, 2014) and its
three pillars: regulative, normative and cognitive. By focusing on internal legitimacy, the
institutional theory in this paper is used to understand how people in a large established
company make their sustainable choices and perceive them as legitimate. This paper responds
to the request for more quantitative research concerning sustainable project selection
(Kudratova et al., 2018). Thus, in order to fill this research gap, this paper employs quantitative
empirical evidence, tests a measurement system for how employees in a large established
company select sustainable innovations and helps us understand how a sustainable culture is
maintained. This is achieved by testing whether the three institutional pillars strengthen the
effect of innovation selection on sustainable transition, in addition to testing the indirect
relationship between the three institutional pillars and drivers/barriers on innovation selection.

As a result, this thesis contributes to the debate of sustainable shift by empirically testing
theories about the role internal legitimacy plays in creating a social, environmental and
economic performance. Table 1 presents an overview of the three papers, including the main
relevant theories used in addition to their contribution to answering the overall research
question.



Table 1. Brief overview of the three papers

Title of the
Research Paper

Research Question

Theoretical
Framework

Contribution to the
Thesis

Research
Design

Paper 1: Energy
companies in
transition:; Seeking
legitimacy or
legitimation?

Paper 2: Legitimacy
for sustainability: A
case of a strategy
change for an oil and
gas company

Paper 3: A surge
towards a sustainable
future:
Organisational
change and
transformational
vision by an oil and
gas company

What is the role of
legitimacy in
creating a shift
towards sustainable
development?

How does an
established
company build
internal legitimacy
for investment in
clean technologies
under conditions of
institutional
change?

How does an
established
company manage
its sustainable
transition?

Sustainability,
internal legitimacy
theory and strategy
change

Sustainability,
institutional theory
and strategy change

Sustainability,
institutional theory,
organisational
change and
innovation selection

The paper explores how
internal legitimacy is used
to understand how
internal stakeholders
develop a new sustainable
strategy in a large
established company.

The paper develops a
model that explores how
individuals (employees)
direct their actions
towards a sustainable shift
in a large established
company.

The paper tests a model
and suggests the factors
that enable a large
established company to
select its new sustainable
practices.

Qualitative

Quantitative

Quantitative

1.5 Structure of the Thesis

This thesis has two main parts. Part | provides a cover essay providing the overall introduction
of the thesis and its research focus that was previously discussed. In addition, it outlines the
overall theoretical foundation, the methodology of the dissertation including philosophical
perspectives, methodological measurements, research design and data collection as well as brief
summaries of the three research papers included in this thesis. Finally, it outlines the main
findings and theoretical contributions, limitations and implications for future research and
practical implications for policy makers and firms. Subsequently, Part Il presents the three
academic research papers, each connected to the overall theme of the thesis.



2 Theoretical Foundation

This chapter presents an illustration of the theoretical context used to develop the dissertation’s
overall conceptual framework. As mentioned in section 1.2 the theoretical perspectives
developed in this thesis aim to contribute to three distinct bodies of literature: sustainability,
strategy and legitimacy.

To explore how a large established company develops its sustainable transition towards
sustainable innovations, this chapter begins by explaining corporate sustainability in order to
understand the difference between sustainability, sustainable development and corporate
sustainability. It also explains the three elements of sustainability (environmental, social and
economic) that companies should achieve. Furthermore, it discusses the literature reviews on
sustainable transition, in addition to sustainable innovation and the different terms used in the
literature. The chapter continues by introducing the importance of strategy change in shifting
the company towards sustainability and how a sustainable transition occurs in large established
companies. Then, the chapter explains internal legitimacy theory that enables us to understand
the sustainable change that a large established company is going through and how it has been
used in this thesis. Finally, this chapter combines the theoretical components together in a
conceptual framework where the intended contributions of the dissertation are positioned.

2.1 Evolution of Corporate Sustainability

An intensive debate has been taking place among academics, consultants and decision makers
to define a more humane and ethical business (Marrewijk, 2003). Marrewijk (2003) collected
different concepts related to business and social ethics from previous research such as
sustainable development, corporate citizenship, sustainable entrepreneurship, Triple Bottom
Line, business ethics and Corporate Social Responsibility (CSR). In this section, | will pay
more attention to the term corporate sustainability in order to deepen our knowledge in
sustainability and understand how sustainability has been developed in academia.

The term corporate sustainability refers to the word ‘sustainability’ that is considered to be at
least 300 years old and focused mainly on sustainable forestry management (Carlowitz, 2009;
Warde, 2011). However, the evolution towards the term ‘sustainability’ in the academic fields
has been slow, indicating the need for finding a concrete definition that allows companies to
use when acting in a responsible way. For example, sustainability was first introduced in 1946
by Lady Eve Balfour in the sense of being able to retain the natural state in future generations
(Pfeiffer, 1947). In addition, Aarseth et al. (2017) indicate that there are more than 100
definitions for sustainability. Table 2 shows some of these definitions and how they have been
used in literature to describe sustainable development (Glavi¢ & Lukman, 2007).

Table 2. Sustainability and its meaning in various research themes

Research Theme  Representative Article Meaning of Sustainability

Source reduction (dematerialisation) is defined as ‘the

(Glavi¢ & Lukman, reduction of the quantities of materials needed to serve

Environmental

L 2007; Wernick et al., - - : S
principles an economic function, or the decline over time in the
1996) h i . ,
mass of materials used in industrial end products.
(United States
Environmental Environmental Recycling is defined as ‘collecting and reprocessing a
principles Protection Agency, resource so it can be used again.’
2019)
Environmental (Glavi¢ & Lukman, Reuse is defined as ‘using waste as a raw material in a
principles 2007) different process without any structural changes.’
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Environmental
principles

(Glavi¢ & Lukman,
2007)

Environmental (Glavi¢ & Lukman,

principles 2007)
Ethical
investments (Chen & Scott, 2020)

(Glavi¢ & Lukman,

Societal principles 2007)

Societal principles (Bowen, 1953)

Sustainable
System (UNESCO, 2019)
Sustainable (Glavi¢ & Lukman,
System 2007)

Sustainable Policy (John, 2004)

Social and

Natural System (Williams et al., 2017)

System

perspective (Williams et al., 2017)

Repair means ‘an improvement or complement of a
product, in order to increase quality and usefulness before
reuse; it decreases consumption, because the product’s life
is extended’.

Remanufacturing is defined as ‘substantial rebuilding or
refurbishment of machines, mechanical devices, or other
objects to bring them to a reusable or almost new state.’

Socially responsible investment is ‘an investment that is
considered socially responsible due to the nature of the
business the company conducts.’

Pollution control is ‘an approach that is designed to reduce
the impacts of pollutants that are produced, before they
are released into the environment; this is accomplished by
some type of treatment.’

Corporate social responsibility is ‘the obligations of
businessmen to pursue those policies, to make those
decisions, or to follow those lines of action which are
desirable in terms of the objectives and values of our
society.’

Sustainable production is defined as ‘the creation of goods
and services using processes and systems that are non-
polluting, that conserve and preserve energy and natural
resources, that are economically viable, safe and healthy
for workers and consumers, and that are socially and
creatively rewarding.’

Sustainable consumption is defined as ‘finding workable
solutions to social and environmental imbalances through
more responsible behaviour by everyone.’

Sustainability policy ‘includes non-environmental aspects
of providing more for future generations, such as
encouraging more saving and hence capital investment to
substitute for some degree of future environmental
resource depletion.’
Sustainability is ‘a systems-based concept and,
environmentally at least, only begins to make any sense at
the level of ecosystems and is probably difficult to really
conceptualise at anything below planetary and species
levels.’

Sustainability is ‘the ability of systems to persist, adapt,
transform or transition in the face of constantly changing
conditions.’

! The Difference between Sustainability and Sustainable Development

1 Sustainability is a condition, and sustainable development is the process to achieve sustainability (Buchan et

al., 2007)

11



Table 2 shows various definition of terms used by different authors to express their
understanding of sustainability and its usages, such as recycling, remanufacturing, pollution
control, sustainable consumption, etc. These terms have some similarities and differences, but
it is difficult to separate one term from another (Glavi¢ & Lukman, 2007). However, these terms
introduce some connections between environmental protection, economic performance and
social welfare, guided by a political will and ethical guidelines (Glavi¢ & Lukman, 2007).

In the recent past, the term sustainability was incorporated into the concept of ‘sustainable
development’ where sustainability is a condition and sustainable development is the process to
achieve sustainability (Buchan et al., 2007). The term sustainable development was brought
into prominence by the UN in a report known as the Brundtland commission and defined as
‘the development that meets the needs of the present without compromising the ability of future
generations to meet their own needs’ (UN, 1987). This has increased awareness among
countries and led them to approve the United Nations (UN) framework on climate change,
which was later signed by 197 countries (UN Climate Change, 2021; Yusuf et al., 2013).
Subsequently, to cope with climate challenges, the Paris agreement was adopted by world
leaders in order to strengthen the global response to the threat of climate change (UN, 2017).

Furthermore, researchers introduced the terms ‘strong and weak’ sustainability in the literature.
Strong sustainability states that natural capital is more important than man-made capital, which
means that natural capital is non-substitutable (Dobson, 1998). Conversely, weak sustainability
is based on the idea that man-made capital is more important than natural capital (Neumayer,
2003). This raises a question about whether sustainability and economic growth are compatible
(Verburg & Wiegel, 1997). Researches such as Meadows et al. (1972) state that sustainability
is necessary for economic growth and, therefore, ‘Triple Bottom Line’ concerns
(environmental, social and economic impacts) are essential to perceive a sustainable
development when developing innovations (WBCSD, 2002).

First, the environmental aspect of corporate sustainability refers to energy efficiency, pollution
reduction, waste reduction and a decrease in the consumption of harmful and toxic materials
(Gimenez et al., 2012; Roehrich et al., 2017). The primary activities that contribute to
companies’ footprint comprise production, transportation, recycling, manufacturing of new
products and remanufacturing of current products (Kleindorfer et al., 2005). Therefore,
companies have a responsibility for integrating environmental considerations into their culture
and business agenda in order to reduce the footprint they leave behind (Christopher, 1999).
Accordingly, companies can improve their environmental performance through pollution
control (waste management), design environmentally-friendly products and use clean
technologies (Rao, 2002; Zhu & Sarkis, 2004; Zhu et al., 2005)

Second, the social aspect of corporate sustainability deals with societal needs including human
welfare, job creation, tax revenues in the community, employees’ working conditions and the
firm’s reputation (Gimenez et al., 2012; Gladwin et al., 1995; Sancha et al., 2016; Steurer et al.,
2005). Thus, the social aspect focuses on both internal communities such as employee safety
and working conditions, and external ones such as the community’s quality of life (Gimenez et
al., 2012; Lozano, 2015). In addition, Gimenez et al. (2012) indicate that the social aspect of
sustainability may lead to improve the company’s reputation and indirectly to increase sales.
Thus, companies can provide equitable opportunities, and encourage diversity within and
outside the community in order to provide an accountable governance structure (Elkington,
1994).

Finally, the Triple Bottom Line concept suggests that companies need to link the social and
environmental aspects to the positive financial gains (Gimenez et al., 2012). The economic
aspect of corporate sustainability usually focuses on the company’s sales and profit growth
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(Zhou et al., 2014). However, it means that companies are required to benefit their internal and
external stakeholders, in which companies maximise their economic growth by engaging in
environmentally and socially responsible behaviour (Horisch et al., 2014).

This thesis accepts the fact that corporate sustainability describes a company’s sustainable
contributions and its sustainable development that can help the company survive in the long-
run (Schaltegger & Burritt, 2005). In addition, sustainable development is seen as actions that
a company is actually doing to achieve sustainability, where sustainability is the overall goal
that aims to achieve environmental, social and economic impacts. However, for the purpose of
this thesis, the focus will be on the environmental impacts that focuses on providing clean
sources of energy without harming the environment.

Sustainability is well developed in academic research; however, the use of the term
‘sustainability’ in companies reveals enormous variation. On one hand, sustainability seems to
lend itself to enhance reputation, brand image and competitiveness (Herzig & Schaltegger,
2011). It has also been used as a marketing strategy (Azmat & Samaratunge, 2009) or a tool for
competitive advantage (Taherdangkoo et al., 2017). This shows that companies fail to adopt
sustainability, but instead they engage in social and environmental activities in order to seek
society’s acceptance (Kumar et al., 2012). These studies provide important insights into how
sustainability makes the business look good, but they do not explain how companies develop a
real, sustainable shift.

In fact, these studies gave rise to accusations of ‘greenwashing’, that is defined as ‘concealing
environmentally harmful actions with the rhetoric of environmental friendliness to entice and
manipulate the consumer’ (Plec & Pettenger, 2012, p. 464). This means that a company
misleads the public by intending to commit itself to environmentally friendly practices in order
to promote unsustainable or environmentally unfriendly practices. In addition, the strategic
decision behind greenwashing is to build a reputation that improves the value of the company
when, in fact, this improved reputation is not deserved (Gregory, 2021).

On the other hand, some studies focused on integrating sustainability in management and
business (Rusinko, 2010), while others focused on the firms’ role in achieving sustainable
development (Bansal, 2005; Dyllick & Hockerts, 2002; Hahn et al., 2015). Furthermore,
Yanarella and Bartilow (2000) look at the government’s role in developing action plans that
push companies to contribute to sustainable development. In addition, a large share of
sustainability studies focuses on understanding the role of managers and employees in
introducing sustainability to companies (Andersson & Bateman, 2000; Engert et al., 2016;
Ramus & Steger, 2000). This indicates that it is possible for companies to achieve
sustainability; however, all stakeholders should work together towards a common vision for
current and future generations, and economic profits should be balanced against environmental
and social benefits (Stanikis, 2012).

Thus, companies must rethink their strategies and provide the world with sustainable actions in
order to achieve their sustainable goals. However, ‘being economic and being sustainable
remain in conflict and at odds’ (Hawken, 1994). Therefore, there is a need for a more in-depth
research to understand the factors that facilitate the development of sustainability in companies
(Taherdangkoo et al., 2017), how sustainability is carried out in practice (Andersson &
Bateman, 2000; Engert et al., 2016; Moldavska, 2017; Ramus & Steger, 2000; Waddock &
Mclintosh, 2009) and how a sustainable strategy process is measured (Driessen et al., 2013;
Engert et al., 2016; Kudratova et al., 2018; Markard et al., 2012).
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In fact, transition towards sustainability in companies is complex due to the tensions that might
arise when achieving environmental, social and economic impacts (Gao & Bansal, 2013; Hahn
et al., 2015). This is due to the fact that companies are seeking to develop a ‘business case for
sustainability’, which means creating financial success by incorporating social and
environmental solutions (Schaltegger & Wagner, 2006b). At the same time, society at large
expects companies to show environmental and social commitment, by creating jobs and
developing products with environmental benefits (Dyllick & Hockerts, 2002; Gao & Bansal,
2013). Thus, the corporate sustainability approach should create mutual sustainability interests
between all stakeholders and nature (Horisch et al., 2014), where companies aim to improve
their economic value by balancing between environmental and social impacts. More details
about sustainable transition and how it can be achieved in companies are described next.

2.2 Sustainable Transition

A sustainable transition is defined by Markard et al. (2012, p. 956) as ‘long-term, multi-
dimensional, and fundamental transformation processes through which established socio-
technical systems shift to more sustainable modes of production and consumption’. In addition,
Elzen et al. (2011); Geels (2004) called this transition as ‘socio-technical transition’, because it
involves alterations in the overall system, that entails technology, knowledge, policy, markets,
consumer practices, infrastructure and culture. Thus, the process of transition unfolds three
phases: (1) start-up which involves the emergence of alternative technologies, (2) acceleration
that encompasses the diffusion of established technologies, and (3) stabilisation which
describes the new, stable socio-technical configuration (Rotmans et al., 2001; Schot et al.,
2016).

Integrating sustainable transition in companies is not an easy task, and there is profound
disagreement between researchers on how to investigate such a transition (Geels, 2011). A
transition involves comprehensive changes such as: technological, material, organisational,
institutional, political, economic and socio-cultural (Markard et al., 2012). It also requires a
wide range of actors and needs a long time to be achieved (50 years and more) (Markard et al.,
2012). Furthermore, researchers argue that transition towards sustainability requires
employees’ support and commitment for corporate sustainability program to move toward a
more sustainable future (Frandsen et al., 2013).

Previous research on sustainable transition focuses on the role of firms and organisations in the
transition, but they often focus on how firms or actor-oriented perspective contribute to the
sustainable transition (Bansal & Song, 2017; Sarasini & Linder, 2018). In addition, the topic of
sustainable transition in the OG industry remains largely uncovered (Bouckaert et al., 2021).
This means that research requires more studies in the micro level of organisations and especially
in the OG sector. This thesis focuses on the micro level of a large established company and
views sustainable transition as an introduction to a sustainable shift (RE innovations) in a large
OG established company.

As shown above, established companies find it difficult to relate their environmental and social
practices to tangible profits (Epstein & Roy, 2001). Therefore, there is a need for tools to
effectively connect social and environmental impacts to profit (Epstein & Roy, 2001). In this
regard, studies have proposed that the development of innovation is essential for achieving the
economic impact (Bansal, 2005; Eccles et al., 2014; Hall & Vredenburg, 2003; Hall & Wagner,
2012; Klewitz & Hansen, 2014). In addition, they need to formulate a strategy for their new
sustainable projects in order to adapt to the new changing environment (Mousavi & Bossink,
2017). This will be described in the following two sections.

14



2.3 Sustainable Innovation

Innovation and entrepreneurship are key sources of productivity, job creation, and economic
growth. Researchers believe that entrepreneurial actions and innovations can be powerful
mechanisms to meet social needs and societal challenges (Christensen et al., 2006; Porter &
Kramer, 2011). Innovation has been defined in many different ways and Schumpeter is
considered as one of the greatest economists who provided an early and much cited definition
of innovation (Hanusch & Pyka, 2008). Schumpeter (1939) defined innovation as the ‘setting
up of a new production function’.

Schumpeter’s definition is very wide; however, many researchers agree that innovation is both
a process and an outcome (Crossan & Apaydin, 2010). For the purpose of this thesis, innovation
is defined as ‘a new or improved product or process (or combination thereof) that differs
significantly from the unit’s previous products or processes and that has been made available
to potential users (product) or brought into use by the unit (process)’ (OECD, 2018). Thus,
innovation is a practical implementation of knowledge, ideas or discoveries that lead to the
introduction of a new product, production method or process that opens a new market (OECD,
2018). This definition breaks down innovation between product and process and by the degree
of novelty. The degree of novelty includes incremental or radical innovations (Henderson &
Clark, 1990). Incremental innovation refers to small improvements made to the existing
product/process, whereas radical innovation refers to the development of new knowledge that
aims to replace existing innovations (Gatignon et al., 2002).

Organisations play an important role in adopting resources, technologies and motivations to
work towards more sustainable societies (Lozano et al., 2012). Companies develop innovations
in order to grow, stay ahead of their competitors, meet customers’ needs and contribute to
economic growth. However, economic growth does not essentially lead to social progress. In
fact, in many situations it leads to pollution, unsafe workplaces and poor working conditions
(low salary, child labour, long working hours, etc.). Therefore, companies are experiencing
increased environmental pressure, and the need for more technological innovations that drive a
sustainable change is rising.

Innovations became an essential way to successfully contribute to sustainable development
(Klewitz & Hansen, 2014). Sustainable innovation is considered as a term used to involve
several approaches related to sustainability such as green, eco, environmental and responsible
innovation (Franceschini et al., 2016; Schiederig et al., 2012). These terms have many
similarities and minor differences as presented in Table 3.

Table 3. Selected definitions of terms related to innovation in sustainability contexts

Term Definitions

‘Hardware or software innovation that is related to green products or processes,
including the innovation in technologies that are involved in energy-saving,
pollution-prevention, waste recycling, green product designs, or corporate
environmental management’ (Chen et al., 2006, p. 332).

Green Innovation

‘Changes to the production process that decrease the product’s impact on the natural
Eco Innovation environment and/gr increase intra-generational or inter-generational equity’ (Blum-
Kusterer & Hussain, 2001, p. 301)

‘The production, application or exploitation of a good, service, production process,
organizational structure or management or business method that is novel to the firm
or user and which results, throughout its life cycle, in a reduction of environmental

Environmental
Innovation
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risk, pollution and the negative impacts of resource use compared to relevant
alternatives’ (Kemp & Pearson, 2008, p. 7).

‘A transparent, interactive process by which societal actors and innovators become
mutually responsive to each other with a view on the (ethical) acceptability,
sustainability and societal desirability of the innovation process and its marketable
Responsible products (in order to allow a proper embedding of scientific and technological
Innovation advances in our society)’, where the word ‘responsibility’ ‘presents conceptual and
practical difficulties that are related to the future-oriented character of innovation
itself> (Von Schomberg, 2013, p. 63).

“The development of new initiatives in an organisation to sustain, improve and renew
Sustainable the environmental, social and societal quality of its business processes and the
Innovation products and services these business processes produce’ (Bossink, 2013, p. 1).

As shown in Table 3, there are many different terms that link sustainability to innovation. For
example, green innovation, eco innovation and environmental innovation seek to integrate
environmental and economic improvements by reducing waste, preventing pollution and
reducing environmental risk, but they ignore the importance of the social aspect (Schiederig et
al., 2012) and, therefore, fail to provide a comprehensive view of sustainability from a business
perspective. In addition, responsible innovation has its own focus that seeks to link research
and innovation to societal actors (researchers, policy makers, business, citizens, etc.) in order
to develop new technologies that provide some needs and benefits to the society. However, the
term sustainable innovation is more general and can substitute the other terms. Therefore, for
the purpose of this thesis, the term sustainable innovation is used because it aims to achieve the
Triple Bottom Line impacts.

Thus, companies engage in sustainable innovation for economic, social or environmental
purposes (Lubberink et al., 2017). Therefore, some scholars believe that sustainable innovations
require radical improvements that tackle major environmental challenges such as climate
change (Kennedy et al., 2017). Other researchers believe that sustainable innovations could also
be obtained through incremental changes to existing products and services (Jeremy Hall &
Wagner, 2012). This means that sustainable innovations can be achieved through radical or
incremental improvements (Klewitz & Hansen, 2014). However, this thesis considers
sustainable innovations regardless of their degree of novelty.

Sustainable innovation is more complex than traditional innovation; it requires new knowledge,
skills, competence, regulatory framework and organisational and infrastructure requirements
(Geels et al., 2008; Hall & Vredenburg, 2003). Researchers believe that complexity arises from
the need for knowledge and the technologies required to achieve both environmental and social
benefits (Adams et al., 2016; Ketata et al., 2015). Therefore, companies intend to shift their
approach from internally focused R&D, to collaborating with other companies in order to
achieve higher innovation results (Clarke & Roome, 1999). For example, companies
collaborate with parties such as knowledge institutions (e.g. universities), suppliers,
governmental bodies and consultancies in order to direct assistance and better deal with
sustainable innovations (Seyedesmaeil et al., 2014).

As a result, companies need to innovate, develop and invest in new sustainable technologies in
order to reduce the negative impacts of their traditional innovations, address social challenges
and achieve long-term success (Islam et al., 2018; Mores et al., 2018; Schaltegger & Wagner,
2011). However, selecting a new sustainable innovative project is difficult, especially for large
established companies in transition. Therefore, companies need to formulate a strategy that
improves their sustainable performance (Mousavi & Bossink, 2017). In addition, they require
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actors (stakeholders) to make some changes in the organisational structure, develop and
implement new sustainable practices (Alrge & Noe, 2016), as will be described next.

2.4 Strategy Change

Studies on sustainable transition have addressed the role of established companies in
transferring important knowledge from academia into industry (Dolata, 2009). Others have
focused on the importance of changing companies’ business models that aim to reduce negative
externals or create positive effects for the environment and society at large (Boons & Liideke-
Freund, 2013; Hansen et al., 2009; Schaltegger et al., 2012). Meanwhile, others have focused
on network and innovation strategies (Erlinghagen & Markard, 2012; Raven & Verbong, 2007;
Van De Poel, 2000).

Large established companies are locked into existing routines and technologies and create
mostly incremental improvements in their existing technologies (Geels, 2002; Hoogma et al.,
2002). Therefore, research in sustainability transition studies has been limited to how large
established companies can use their existing resources such as knowledge, capabilities,
competence, networks, etc., in order to develop new, clean technologies (Boschma, 2017;
Geels, 2014).

However, scholars such as Zhang et al. (2016) believe that companies are required to be willing
to take a risk in order to face new competition, build their competences based on their research
and development (R&D), develop and implement a strategy to overcome the new situation. The
field of strategic management or strategy has been developed dramatically within the last two
decades (Hoskisson et al., 1999). The evolution of strategy was studied through a dual
pendulum between internal and external considerations, and between micro and macro
considerations (Guerras-Martin et al., 2014). I will discuss the swing between internal and
external modifications first and then move to micro and macro modifications.

Internal and External

During the early period of strategy development, a number of scholars made significant
contributions to the field by swinging between internal considerations and external
consideration (Hoskisson et al., 1999). However, the most significant works in the field of
strategy were by Chandler (1962), Ansoff (1965) and Learned et al. (1965/1969). These works
provided the foundations of strategic management field which emphasized the importance of
company’s internal capabilities and external opportunities (Rumelt et al., 1991).

Chandler (1962) studied how large companies develop new administrative structures to achieve
growth, and how strategic change leads to structural change. According to this, Chandler’s
defined strategy as ‘the determination of the basic long-term goals and objectives of an
enterprise, and the adoption of courses of action and the allocation of resources necessary for
carrying out the goals’, and defined structure as ‘the design of organisation through which the
enterprise is administered’ (Chandler, 1962, pp. 13-14). Thus, changes in strategy are primarily
responses to opportunities created by changes in the external environment, such as
technological innovation (Chandler, 1962). At the same time, this requires exploring new
internal administrative structures by managers (Chandler, 1962).

Ansoff (1965, p. VIII) focused on the strategic decision and defined it as ‘decisions on what
kind of business the firm should seek to be in’. Ansoff (1965) viewed strategy as the ‘common
thread” between product-market scope, growth vector (the changes that a firm makes in its
product-market scope), competitive advantage and synergy. However, Learned et al.
(1965/1969, p. 15) defined strategy as ‘the pattern of objectives, purposes, or goals and major
policies and plans for achieving these goals, stated in such a way as to define what business
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the company is in, or is to be in and the kind of company it is or is to be’. They also suggested
four essential components of strategy: market opportunity, firm competence and resources,
managers personal values and aspirations and obligations to segments of society (Learned et
al., 1965/1969).

However, during the next development period of strategy, Porter (1980) made major significant
contributions and provided a foundation for research on competitive dynamics (Five Forces
Model) that shifted the attention externally toward industry. In addition, researchers such as
Peng (2002); Peng et al.(2009) introduced new external aspects such as laws, traditions, culture
of a region or a country in order to understand the relationship between environment and
strategy.

Micro and macro

Over the last few years, more significant contributions came to the field of strategic
management that has led to divide it to micro and macro areas (Guerras-Martin et al., 2014).
Accordingly, micro level has influenced the recent development of strategic management
through several streams of research related to individual actions, internal processes and the role
and characteristics of managers (Molina-Azorin, 2014). For example, Bromiley (2005); Gavetti
(2012); Powell (2011) developed behavioural strategy approach that merges cognitive and
social psychology with strategy and practice. In addition, Blettner et al. (2012) focused on how
leaders make decisions and influence company’s strategy. Furthermore, Rumelt et al. (1994)
focused on the success and failure of firms by studying institutional details and managerial
actions. Felin and Foss (2005, p. 441) stated that ‘organisations are made up of individuals, and
there is no organisation without individuals’, and they focused on structures, routines,
capabilities, culture and institutions.

However, Hoskisson and Hitt (1990) claimed that research on micro level has been limited due
to the fact that managers’ motivations to change can be internal or external, and it is difficult to
isolate governance mechanisms from firm behaviours. In addition, Barney (1991); Wernerfelt
(1984) claimed that there is a missing piece of studying micro-foundation in strategy, which
relates to the factors that contribute to the firm’s competitive advantage. Therefore, other
researchers contributed to the field of strategy by focusing on the macro level.

Thus, researchers have made significant contributions at macro level. Some works focused on
firm, industry and corporate effects among others by analysing firm levels such as strategic
groups, industries and locations (McGahan & Porter, 1997; Rumelt, 1991; Schmalensee, 1985).
Other researchers such as Armstrong and Shimizu (2007); Crook et al. (2008); Newbert (2007)
have examined the impact of specific resources on performance by analysing firm resources
and organisational routines (not individual level).

Internal and external or micro and macro

Hoskisson et al. (1999) analysed the evolution of strategy by using the idea ‘swings of a
pendulum’, however, they used two extreme alternatives: the attention to internal firm
characteristics or the attention to the external environment (Molina-Azorin, 2014). In addition,
Molina-Azorin (2014) noted that there is another extreme pendulum in which researchers can
employ micro or macro levels. However, researchers recommended using an intermediate
position that highlights the relevance need of integrating micro and macro, or internal and
external because it provides a better understanding of the evolution of strategy (Guerras-Martin
et al., 2014; Molina-Azorin, 2014). In addition, the two pendulums are considered valid, work
simultaneously, are in continuous movement and sometimes one type can overlap the other one
(Guerras-Martin et al., 2014).
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Burgelman (2002) was one of the researchers who connected between micro and macro level
of analysis when studying the evolution of company’s strategy. Burgelman (2002) views
strategy as ‘the rational determination of a company’s vital interests, the purposes that are
essential to its continued survival as an institution and define it in relation to other
organizations, and its objectives’. In addition, Burgelman (1991, 2002) suggested that
company’s internal selection is linked strongly to strategy that aims to gain control over the
company’s destiny. This thesis takes Burgelman’s model as an inspiration of a tool that helps
us understand how a strategic process is seen in connection with the innovation selection
mechanism. Burgelman (2002) has contributed to strategic management research by
introducing a model called the rubber band model as shown in Figure 2.

The model illustrates the strategic process in a company and focuses on the internal and external
forces that affect the company’s future (Burgelman, 2002). Figure 2 shows that a strategy is
viewed as dynamic forces that drive the company’s evolution (Burgelman, 2002). The dynamic
forces comprise: official corporate strategy, strategic action, competence and competitive
advantage that affect the company’s destiny and determine what will it take for the company to
stay in control of its destiny (Burgelman, 2002). In addition, the internal selection mechanism
is linked strongly to these dynamic forces as confirmed by Burgelman and Siegel (2008).
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Figure 2. Rubber Band Model derived from Burgelman (2002)

Burgelman’s model in Figure 2 considers the connections between the dynamic forces as rubber
bands. This means, when a company meets a change, a tension will happen between strategic
action and official corporate strategy, and between competence and competitive advantage
(Burgelman, 2002). During periods of strategic alignment, the rubber bands are evenly stretched
and the dynamic forces are in harmony (Burgelman, 2002). However, the dynamic forces tend
to diverge over time (when a change occurs in the external environment) and the rubber bands
get stretched unevenly and harmony turns into disharmony (Burgelman, 2002).

The divergence of the dynamic forces create a ‘strategic dissonance’ in the company
(Burgelman, 2002). For example, if top management does nothing when facing new industry
conditions, the company will die or diminish (Burgelman, 2002). However, if top management
is ready to come up with a new strategy, then the company will enter a new era of profitable
growth (Burgelman, 2002). The strategic dissonance is derived from a divergence between
competitive advantage and distinctive competences, and between official corporate strategy and
strategic action (Burgelman, 2002).
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To explain the model, the divergence starts between competitive advantage and distinctive
competences, and when a change occurs by external forces such as customers, competitors,
suppliers, new entrants, substitutions and government regulations (Burgelman, 2002). These
changes motivate the company to look at their distinctive competences, including the skills and
routines needed to develop innovations with major commercial potential and which aim to meet
the basis of competitive advantage in the industry (Burgelman, 2002). However, the first signals
of the divergence between them are usually weak (Burgelman, 2002). It takes time to make
significant changes; therefore, top management must watch the evolution of external forces
carefully in order to deploy the company’s competences toward new opportunities (Burgelman,
2002).

However, in order to make a change, a company requires a divergence between official
corporate strategy and strategic action. Official corporate strategy involves top management’s
announcements about the company’s strategy, and which deals with their beliefs about the
company’s past and future success (Burgelman, 2002). The top management’s beliefs concern
issues such as product-market domain, competences needed to achieve competitive advantage,
financial needs and other objectives to shape the company’s strategy (Burgelman, 2002).
However, strategic action aims to do what the official corporate strategy aims to achieve
(Burgelman, 2002). Thus, strategic action refers to ‘what the company actually does’, and
includes all the actions that the company engages in (Burgelman, 2002). Strategic action also
links competitive advantage and distinctive competencies in novel ways, which helps a
company react to the changes from external forces (Burgelman, 2002).

According to the divergence between these two dynamic forces, sometimes strategic action
leads the official corporate strategy, but it is most preferable that the official corporate strategy
leads strategic action (Burgelman, 2002). However, when this happens, this means that the
divergence of official corporate strategy and strategic action is often driven by actions taken by
‘middle-level managers’ (Burgelman, 2002). These actions often introduce new business
opportunities that are outside the company’s official corporate strategy, and carry potential
danger (Burgelman, 2002). This warns top management and gives them an opportunity to
recognise their strategic implications early (Burgelman, 2002). Thus, top management cannot
prevent the rubber bands stretching unevenly between the dynamic forces. However, top
management can create an internal selection environment ‘a culture’ that helps prevent the
rubber band from snapping (Burgelman, 2002).

All of these dynamic forces constitute the internal selection environment of a company. Thus,
the internal selection environment is achieved by re-establishing alignment between the
dynamic forces in addition to the external pressure (Burgelman, 2002). This means when a
change occurs in any of these dynamic forces, this leads to a change in the internal selection
environment, which forces the company to find new direction and choose new activities in
forms of innovations, ideas or processes.

The Burgelman model shows a useful tool used to understand the factors (dynamic forces) that
force established companies to reshape their strategies (Burgelman, 2002). It also combines the
positional approaches, formulation and implementation aspects of strategy (Burgelman, 2018).
This is achieved through the internal selection environment that plays an essential role in
maintaining alignment in the face of the other four forces (Burgelman, 2018). In addition, the
internal selection environment views the company’s strategic culture and includes the
company’s contextual elements such as personnel selection, organisation structure, planning
systems, reward systems, corporate values and norms (Burgelman, 2018).
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As aresult, | accept the fact that Burgelman model provides a tool that is used to show how the
dynamic forces operate during a change (Burgelman, 2002). However, Burgelman used
historical data from one company in order to test and extend the application of his model
(Burgelman & O'Neill, 2004). This shows that the model may not be representative of all
companies, but it represents a ‘hope that managers and organizations can learn from other
managers and organizations’ (Burgelman & O'Neill, 2004, p. 153). In addition, the Burgelman
model has not been well used, nor tested empirically in the literature. It has been used only as
a tool to help a company find new ways to re-establish its strategy by looking at the internal
and external factors. This provides an opportunity for researchers to extend the insights into
contexts of research or practice (Burgelman & O'Neill, 2004). This also gives us an impression
that Burgelman’s model does not focus on understanding the overall view of the strategic
process; for example, it does not explain how this process happens in practice, how dynamic
forces lead to certain outcomes, who makes a decision to change and how employees accept
the new strategy in the company.

This shows that Burgelman provided a framework with an opportunity to delve deeper into
how the dynamic forces lead to different strategic direction. However, reshaping a strategy in
a company is not an easy task because it needs effective implementation, and employees need
to understand and accept this change (Tapera, 2014).Therefore, this thesis suggests adopting
internal legitimacy theory, due to the fact that managing a new strategy, requires a company to
achieve its legitimacy (Kuruppu et al., 2019). This means that a strategy is formally created by
business policy (Zhao et al., 2017); however, legitimacy theory focuses on norms, values and
beliefs that shape a company, and provides opportunities for a strategic change (Durand et al.,
2013; Thornton et al., 2012). This provides a natural bridge between strategy and legitimacy
theory (Zhao et al., 2017). Thus, integrating strategy into internal legitimacy theory enables us
to enrich our understanding of how a company bridges or combines elements between its
stakeholders and their perceptions (Kennedy & Fiss, 2013; Zhao et al., 2013) and shows us
how actors react to different institutional pressures (Oliver, 1991). More details about the
adoption of internal legitimacy theory in this thesis, will be discussed in the next section.

2.5 Legitimacy in Organisational Institutionalism

Today’s market pushes companies to adopt social and environmental responsibilities within
their strategies and management systems (Peng et al., 2019; Werbach, 2009). This pushes large
established companies to develop their own activities in a more sustainable way, or to develop
new sustainable activities and enter new markets. Therefore, it is important for large established
companies undergoing complex transformation to build their own legitimacy when introducing
new technologies (Deephouse & Suchman, 2008; Galaskiewicz, 1985; Hargadon & Douglas,
2001).

Established companies need resources and experiences from both internal and external
stakeholders to create an initial base of legitimacy (Bitektine, 2011; Tolbert & Zucker, 1983;
Zimmerman & Zeitz, 2002). However, securing legitimacy from internal stakeholders is
essential during organisational change in order to address external concerns, increase wider
public image and align organisational identity within the desired future image (Bridwell-
Mitchell & Mezias, 2012; Clark et al., 2010; Gioia et al., 2000). In addition, the ability to
achieve stakeholders’ judgment of appropriateness is considered essential to the survival
success of companies (Guerreiro, 2015; Lamin & Zaheer, 2012; Petkova, 2016). Furthermore,
stakeholders’ engagement is identified as an essential factor in implementing companies’
sustainability visions (Hillman & Keim, 2001; Stubbs & Cocklin, 2008). This entails that both
structural (organisation structure, policies and processes) and cultural (norms, values and
attitudes) factors affect the success of stakeholder engagement (Stubbs & Cocklin, 2008).
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However, legitimacy involves a process of ‘justification’, by which a company strives to justify
itself to its actors or to the society at large (Maurer, 1971). Legitimacy theory also helps provide
explanations for a company’s existence and functioning (Meyer & Scott, 1983). According to
this, legitimacy helps us understand the internal selection environment in companies
undergoing a change.

In addition, in order to achieve a sustainable change, a company must experience some
institutional changes such as new rules, regulations, strategy, in addition to change
stakeholders’ behaviours. This is why legitimacy theory is used in this thesis. However, as noted
earlier, this thesis focuses mainly on internal legitimacy which is the focus of this thesis,
because an established company is responsible, internally, for shaping its strategic action,
introducing its new sustainable technologies and framing their identity (Drori & Honig, 2013;
Li & Tang, 2010). Consequently, internal legitimacy refers to how people direct the actions that
would be beneficial for their companies (Drori & Honig, 2013).

However, in order to understand how legitimacy theory has been emerged in organisational
theory, let us first define the terms ‘institutionalisation’ and ‘new institutionalism’. On one
hand, Selznick (1992) defines institutionalisation as ‘the emergence of orderly, stable, social
integrating patterns out of unstable, loosely organised, or narrowly technical activities’. Thus,
organisations are considered stable and integrated when they have a commitment to the society
(Scott, 2014). On the other hand, new institutionalism has developed a sociological view of
institutions in order to explain why and how an institution emerges in a certain way, by
enhancing institutional economics with political outcomes (Powell & Dimaggio, 1991). Thus,
the transformation from an organisation into an institution can be achieved through creating
formal structures and rules (called regulatory) that aim to solve an environmental social
problem (Selznick, 1992) in addition to the individuals who are committed to adapt to the new
changes in the organisation (called normatory) (Selznick, 1992). In addition, researchers such
as Scott (1995b, 2014) has made a crucial contribution in adapting new institutionalism by
adding a shared belief system in institutionalisation (called cognitive).

This shows that legitimacy theory is a central concept in organisational institutionalism,
however, research on legitimacy theory evolved slowly in social science (Deephouse &
Suchman, 2008). The concept of legitimacy allows researchers to understand how organisations
survive, how they behave and understand the relationship between organizational performance
and organisational behaviour (Yinci, 2020). The term legitimacy has been introduced into
sociological theory and, thus, into organisation studies by Weber (Johnson et al.,2006; Ruef &
Scott, 1998; Suchman, 1995). Weber discusses the importance of social practices being oriented
to rules, and suggests that legitimacy can result from social norms and laws (Weber, 1946).
Thus, Parsons (1956; 1960) applies Weber’s ideas on legitimacy and views it as congruence of
organisational values with social laws, norms and values.

This formulation was later adopted by many organisation theorists, and researchers have
developed different typologies of legitimacy theory. These typologies overlap in many respects,
but at some points, they may differ considerably from each other due to the theoretical contexts
used, in addition to the object and method of analysis (Diez-de-Castro et al., 2018). Maurer
(1971, p. 361) for example stated that ‘legitimation is the process whereby an organization
justifies to a peer or superordinate system its right to exist’. In contrast, Pfeffer and his
colleagues suggested that legitimacy is a source of evaluation, and focused more on cultural
conformity rather than self-justification (Dowling & Pfeffer, 1975; Pfeffer, 1981; Pfeffer &
Salancik, 1978). In this view, legitimacy is seen as a ‘congruence between the social values
associated with or implied by [organizational] activities and the norms of acceptable behaviour
in the larger social system’ (Dowling & Pfeffer, 1975, p. 122).
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However, Meyer and Scott (1983, p. 201) stated that ‘Organizational legitimacy refers to ... the
extent to which the array of established cultural accounts provide explanations for [an
organisation's] existence, function, and jurisdiction, and lack or deny alternatives’. This
indicates that Meyer and Scott (1983) and Scott (1991) discussed legitimacy by connecting the
organisation to its cultural environment and focused more on the cognitive rather than the
evaluative side, which means that organisations are legitimate when they are understandable
and acceptable rather than when they are desirable. Finally, Suchman (1995) adopted ‘an
inclusive, broad-based definition of legitimacy that incorporates both the evaluative and the
cognitive dimensions and that explicitly acknowledges the role of the social audience in
legitimation dynamics’.

This shows that legitimacy theory is well developed in research, but there is still a lack of
empirical research on the micro-level of legitimacy (Binz et al., 2016; Kishna et al., 2017), and
it still demands more investigation on the topic related to institutional change (Imerman, 2018).
In fact, connecting the micro-level to the macro-level remains disputed among social scientists
such as Harper and Lewis (2012); Raub et al. (2011), and among organizational, management,
and strategy scholars in particular (Felin et al., 2012). In addition, researchers know little about
how large established companies carry out a sustainable action in practice (Engert et al., 2016;
Moldavska, 2017), what role internal legitimacy plays in developing new sustainable strategy
(Thomas & Lamm, 2012), how new initiatives are engaged (Hargadon & Douglas, 2001;
Schrettle et al., 2014) and how large established companies undergoing change legitimise their
new technologies (Patala et al., 2019).

Therefore, this thesis focuses on internal legitimacy theory by adopting Suchman (1995) and
Scott (1995a) point of views, because my purpose is to take a picture of the status quo rather
than expanding on each view. On one hand, Suchman (1995) focuses on the social basis of the
term of legitimacy that represents the desirability of an entity depending on socially constructed
system of norms, values, beliefs and definition. Thus, Suchman (1995) defines legitimacy as ‘a
generalised perception or assumption that the actions of an entity are desirable, proper, or
appropriate within some socially constructed system of norms, values, beliefs, and definitions.

Suchman (1995) views legitimacy as ‘how the organisation is built, how it is run, and
simultaneously, how it is understood and evaluated’. Thus, it is essential for companies during
organisational change to secure their legitimacy from internal stakeholders in order to align
organisational identity with the desired future image (Bridwell-Mitchell & Mezias, 2012; Clark
et al., 2010; Gioia et al., 2000).

Suchman (1995) considers three types of legitimacy as moral, pragmatic and cognitive. First,
moral legitimacy includes evaluation of an organisation and its activities (Aldrich & Fiol, 1994;
Parsons, 1960), and asks whether a particular action, practice or a new business activity is ‘the
right thing to do’ Suchman (1995, p. 579). Second, pragmatic legitimacy ‘rests on the self-
interested calculations of an organization's most immediate audiences’ (Suchman, 1995, p.
578), and aims to achieve practical outcomes in its immediate environment. Pragmatic
legitimacy involves the direct exchanges between an organisation and its audiences (Suchman,
1995). Third, cognitive legitimacy is based on cognition rather than evaluation (Aldrich & Fiol,
1994), involves knowledge or product acceptance and is considered as state of the art, where
the highest level of cognitive legitimacy is ‘taken-for-grantedness’ (Bitektine, 2011). Jepperson
(1991, p. 147) noted that taken-for-grantedness ‘is distinct from evaluation: one may subject a
pattern to positive, negative, or no evaluation, and in each case (differently) take it for granted’.
In addition, Suchman (1995) considers cognitive legitimacy as ‘the most subtle and the most
powerful’ as well as the most difficult to obtain and manipulate.

23



On the other hand, Scott (1995a, 2003) focuses on the organisation’s cultural environment that
is shaped by general belief systems. In this regard, legitimacy is defined as a ‘condition
reflecting cultural alignment, normative support and consonance with relevant rules or laws’
(Scott, 1995a). Thus, legitimacy in this perspective offers explanations and interpretations for
the social relations through which organisations gain legitimacy (Scott, 1995a). In addition,
Scott (1995b) makes a decisive contribution to the legitimacy theory and proposes a broadly
similar trichotomy using what he called the three pillars of legitimacy: regulative, normative
and cultural-cognitive. Thus, using Scott’s framework in this thesis is essential to understand
company’s culture and what makes its internal stakeholders to shift their conventional social
norms and believes.

First, regulative pillar refers to ‘the degree to which an organization complies with explicit
regulative processes-rule setting, monitoring and sanctioning activities’ (Scott, 1995a, p. 42).
it also enables the company to establish new laws and rules in order to influence future
behaviour (Alexiou & Wiggins, 2019; Scott, 2014). Second, normative pillar is considered as
informal values and norms (Scott, 1995a, p. 37). Whereas, values is defined as ‘conceptions of
the preferred or the desirable’ associated with ‘standards to which existing structures or
behaviours can be compared and assessed’, while norms contain the notions of ‘how things
should be done’ (Scott, 2001, pp. 54-55). Third, cognitive pillar refers to ‘the spread of
knowledge about a new venture’, which can be estimating by measuring the level of public
knowledge of it (Aldrich & Fiol, 1994, p. 648). Thus, it is seen as an evaluation or judgment
that is required to determine the company’s understandings and interpretations in a wider belief
system and cultural frame (Dart, 2004; Munir, 2002; Scott, 2014). In other words, it measures
the level of public knowledge of the new action (Aldrich & Fiol, 1994).

According to this, in this section provides a big picture-overview of legitimacy theory through
revealing the divergences and convergences among Suchman’s and Scott’s typologies. This
helps provide a better understanding of the general process of legitimacy theory, how it works
and how fundamental arguments raised by Suchman and Scott. Each discipline embraces the
concept of legitimacy through its own contextual elements, however, the two typologies by
Suchman and Scott are found to be overlapping in many aspects. For instance, Suchman’s
(1995) moral legitimacy includes evaluating a company’s activities and investigating whether
it is doing the right thing. This means that moral legitimacy is responsible for evaluating the
company’s actions, reshaping its strategy and developing new policies and rules. In addition,
Suchman’s (1995) pragmatic legitimacy focuses on the direct exchanges between a company
and its direct audiences. This means that pragmatic legitimacy is ensured when a company’s
internal stakeholders are engaged in the new action and are being able to facilitate this new
action. However, Scott’s (1995a) regulative pillar refers to the development of the formal laws
and rules. This means that regulative pillar encompasses new strategies and policies in a
company. While normative pillar refers to the informal values (common opinions that evaluate
the existing situation) and norms (evaluation of how things should be done). This means that
normative pillar is ensured when internal stakeholders evaluate a company’s actions and are
engaged in the new change. In this sense, Suchman’s moral and pragmatic legitimacy and
Scott’s regulative and normative pillars are overlapping but focus on different perspectives,
because they focus on evaluating a company’s activities, developing new rules, strategies and
policies, and engaging employees in a new change. However, cognitive legitimacy does not
differ significantly from its uses in Suchman’s and Scott’s typology since both of them focus
on company’s acceptance and understanding of knowledge.

Therefore, in order to explore how internal legitimacy theory can be used to understand the
sustainable shift that occurs in a large established company. In the first step, | chose to use
Suchman’s legitimacy theory in paper 1 as it represents a guiding approach of this thesis. This
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helps understands how people act toward a company, how they understand it and how they
accept its new actions. Suchman’s theory was used in paper 1 because it works better with
qualitative research, and it enables us to understand individuals’ different viewpoints and
personal explanations about what happens inside a company during a change. In the second
step, I chose to use Scott’s theory in paper 2 and 3 in order to develop and test a model. The
institutional theory by Scott works better with quantitative research because it has already been
measured and tested in previous studies such as Busenitz et al. (2000); Oftedal (2008); Oftedal
et al. (2018); Amo et al. (2006).

As a result, internal legitimacy theory helps me investigate how a large established company
builds its internal legitimacy and understand who is responsible for introducing and developing
a new sustainable change in the company. By this, this thesis contributes to the literature on
organisational legitimacy by linking organisational legitimacy and strategy change, especially
in the context of sustainability in the OG industry.

2.6 Summary of the Literature Review and the Research
Purposes

The above thematic analysis has highlighted a set of imperatives for further research on
sustainable transition in large established companies. As proposed by the overall
research question ‘What is the role internal legitimacy plays in shifting a large established
company towards sustainability?’, this thesis aims to develop knowledge on how internal
legitimacy theory can be used in research to understand a sustainable shift a large
established company is going through.

This section describes an illustration of the theoretical context | will be outlining in order to
develop the overall conceptual framework later in this thesis. First of all, Figure 3 shows
Burgelman model and its two levels of analysis; macro and micro levels. On the macro level,
the Burgelman model shows how sustainable external pressure influences the rubber bands
between the four dynamic forces to stretch during strategic change. However, on the micro
level, the model shows how internal selection environment is created in the company.

Furthermore, the Burgelman model was the starting point of my thesis work. | used it to
understand how a large established company shifts its ideas, knowledge, innovation,
sustainability and direction towards a new agenda it selects. Thus, Figure 3 does not represent
a research model, but it has rather been used as a theoretical context to demonstrate missing
insights inside it. The missing insights are considered as a black box where we see that
something is happening, but we don’t know what it is and how it happens.

However, in order to develop and operationalise the overall conceptual framework, |
must depart from my theoretical context, and focus on the methodological framework
instead. Therefore, the methodology chapter and the description of its empirical case
make several reflections on each level of Burgelman model as will be explained in
details in the methodology chapter and conclusions chapters.
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Figure 3. lllustration of how a theoretical context is used to develop the dissertation’s
conceptual framework

In the methodology chapter, I will first go through the initial layers of Burgelman
model by studying what happens outside the model (macro level). Then, I will go inside
the model and study the micro level of the model. However, this thesis uses internal
legitimacy theory to understand what happens inside the model once the black box is opened,

but first let us move to the methodology chapter in order to develop a model, measure its
variables and test it.
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3 Methodology and Research Design

This thesis advocates a single case study approach where qualitative and quantitative methods
are chosen to answer the ‘How’ and ‘What’ questions. The ‘How’ question looks at, ‘How is
the sustainability phenomenon introduced?’ Meanwhile, the ‘What” question seeks to answer
‘What initiatives are used to make a sustainable transition?’

This chapter discusses, first, the methodological stance of this thesis. Second, it describes the
reason behind choosing a single case study and how this study evolved. Third, it discusses the
methodological choices related to the case study. Fourth, it presents a broader description of
Equinor as a single case study. Finally, it discusses issues of research quality such as validity,
reliability and ethical consideration that relate to this thesis.

3.1 Philosophy of Science

Philosophy of science seeks to explain how knowledge (in the form of ideas or propositions)
may represent theory through scientific methodology (Cruickshank, 2003; Rorty, 1994).
Ontology and epistemology, for example, are central for philosophers of science to guide the
way science is conducted. On one hand, ontology shows that there is a reality beyond our
perspectives, beliefs, ideas, propositions, etc. (Cruickshank, 2003). In addition, Giddens views
ontology as a critical attitude towards previous research in order to guide current research
(Cruickshank, 2003). This means that ontology is concerned with existence and reality, where
a phenomenon exists ‘out there’ and is independent of our knowledge of it (Easton, 2010; Sayer,
1992).

Epistemology, on the other hand, focuses on how people ‘go on’ within a ‘form of life’
(Cruickshank, 2003). This means that epistemology explains how people follow practical rules
in different forms of life (Cruickshank, 2003). Rorty (1998) argues that epistemology has some
concerns about the nature of knowledge, and one cannot accept the idea of ‘making beliefs
true’. Therefore, epistemology does not include human nature; rather, it requires obtaining
knowledge to confirm a reality (Easton, 2010; Rutzou & Steinmetz, 2018).

In summary, ontology asks ‘What is in the world?’ and epistemology asks ‘What can we know
about the world and how should we obtain that knowledge?’ (Johannesson & Perjons, 2014).
However, in order to develop a deeper understanding of how sustainability is introduced in a
large established OG company, and what initiatives are used to make a sustainable transition,
this thesis adopts interpretivism and positivism perspectives from an epistemological point of
view.

Interpretivism claims that the social world can be understood through grasping the purpose that
people attach to their actions (Johannesson & Perjons, 2014). According to Bryman (2008, p.
13), interpretivism is defined as ‘an epistemological position that requires the social scientist
to grasp the subjective meaning of social action’. In addition, Cronje (2012, p. 3) claims that
‘interpretivists believe that the human experience of the world is subjective, and they have a
concern to understand it as it is’. Thus, interpretivists need to comprehend, interpret,
understand and describe situation from their own orientation reference (Kankam, 2019).

Epistemologically, interpretivism claims that a social phenomenon is obtained by actions,
experiences and meanings of people who create it (Johannesson & Perjons, 2014).
Interpretivism relies heavily upon methods such as interviews and observations (Creswell,
2007). As stated by Bryman (2004, p. 266), interpretivism is ‘concerned with words rather than
numbers’, which emphasises that qualitative research has strong links with interpretivism.
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Thus, interpretivism provides answers to ‘How’ question, builds knowledge through experience
and explanations within a given culture through qualitative approaches (Thanh & Thanh, 2015).
The interpretivist view in this thesis is relevant since it enables me to develop an in-depth
understanding of internal legitimacy theory and how it can be used to identify and interpret
individuals’ (employees’) understanding and acceptance of shifting a large established OG
company towards a more sustainable future.

Furthermore, the goal of interpretivism is to uncover the meanings by understanding people
behaviours and experiences of a social phenomenon (Daymon & Holloway, 2010). For
example, the adoption of interpretivism in sustainability research should therefore emphasise
understanding employees’ experience of sustainability, individually or collectively, such as
how they use, feel, think and understand sustainability in the company. In addition, the
interpretivist view helps untangle how internal legitimacy is created and how it shapes a
company’s selection criteria. For example, an interpretivist approach enables us to understand
different viewpoints and personal explanations about how and why sustainability emerges in a
large established OG company, how the company evaluates its actions based on environmental
pressures and how employees react to this change. This also enables us to understand
employees’ personal explanations about what happens inside a company during a change.

However, Johannesson and Perjons (2014) claim that interpretivism offers deep but unreliable
knowledge, while positivism provides reliable but shallow knowledge. Thus, to find out
something more general about the topic, | turned to positivism. In the interpretation of the
qualitative interviews, there were patterns that could be explored. Positivism was originated by
sociologist and philosopher Auguste Comte who attempted to accept knowledge that is based
on sense, experience and positive verification (Johannesson & Perjons, 2014). Positivism is
defined as ‘self-governing, independent and objective existence of truth’ (Aliyu et al., 2014, p.
81). Positivists believe that knowledge is true if it was created by scientific methods (McGregor
& Murnane, 2010). In addition, positivism in social science can be described as ‘the view that
the natural sciences should provide the model for proper research’ (Ryan, 2015, p. 418).

Epistemologically, positivism claims that understanding a phenomenon is obtained through
observation and experimentation (Johannesson & Perjons, 2014). Positivism approach looks
into the process of gathering data, observing regularities and extracting laws (Turner, 1992).
Positivists researchers employ methodologies such as confirmatory analysis, nomothetic
experiments, quantitative analysis, laboratory experiments and deduction (Aliyu et al., 2014).
Thus, positivism is consistent with quantitative method that is based on measurable variables
and the use of statistical mechanisms (Pashaeizad, 2009). In addition, positivism provides
answers to ‘What’ question, and seeks to identify the causal effect between variables through
guantitative approaches (Irshaidat, 2022).

Furthermore, the goal of positivism is to provide richer and more reliable results (Shanks,
2002). For example, the adoption of positivism in sustainability research should therefore
emphasise the importance of testing hypotheses and verifying them through the use of statistical
mechanism to prove their reality (in this case, whether internal legitimacy theory can be used
to understand the sustainable shift in the company). Indeed, it was important for this thesis to
know something more general about internal legitimacy. Therefore, it was relevant to find the
causal relationships between different variables and measure the factors that make the company
select its sustainable choices.

Thus, throughout my thesis, |1 went back and forth between the interpretivist view and the
positivist view, seeing the quantitative data in light of the qualitative data and knowing that the
concept of legitimacy is highly subjected to interpretations. Therefore, it has been suggested to
combine interpretivism and positivism perspectives in order to overcome the mentioned
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weaknesses (Johannesson & Perjons, 2014). According to this, paper 1 in this thesis applies
interpretivism and focuses on the case study itself in order to generate and propose ideas of how
sustainability has been introduced to the company, while paper 2 and 3 apply positivism and
focus on a survey in order to collect empirical data, analyse it statistically, detect evidences and
verify them.

In summary, this thesis is inspired by interpretivism and positivism due to its emphasis on
explaining a social phenomenon and identifying empirical investigations in order to provide a
deeper understanding of the phenomenon. Thus, interpretivism helps answer the ‘How’
question and obtain deeper knowldege on ‘sustainability’ by engaging more cloesly with
Equinor’s employees to understand their views and interpretations. In addition, positivsm helps
answer the ‘What’ question by studying the nature of emplyees’ behaviuors by using a survey
in order to achieve valid results.

The previous mentioned philosophical assumptions help choose the appropriate methods and
help design the research process, i.e., data collection and analysis (Saunders et al., 2009).
Therefore, the knowledge created in this thesis is the result of using both theories and empirical
data. This is achieved by employing an abductive research design that helps guide the empirical
investigations and form specific theories in the field of sustainability and legitimacy theory.
This will be discussed in detail in the next section.

3.2 Research Design

Good research design helps provide a plan of the study and explain how data are collected and
analysed in order to answer its research question (Patton, 2002; Saunders et al., 2009). Saunders
et al. (2009) developed a ‘research onion’ model that helps researchers select the most suitable
research methodology and provide detailed knowledge about the research process. Figure 4
presents the research ‘onion’ model of this thesis and explains the layers of the onion that need
to be ‘peeled away’ before coming to the main point of the thesis (Saunders et al. (2009).

Philosophies

Experiment

Approaches

Mono method

Cross-sectional

Data
collection
and data

analysis

e

Multi-method

Strategies

Mixed
methods research
Grounded
theory

Ethnography

Choices

Time
horizons

Archival research
—

Techniques and
procedures

Figure 4. Diagrammatic presentation of a research onion model of this thesis as adopted
from Saunders et al. (2009)
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The first layer of the model ‘research philosophy’ explains the outside elements of the research
onion model, which presents the philosophical views of the study (Saunders et al., 2009). The
previous section presented a detailed analysis of the interpretivism/positivism approach related
to this thesis. The second layer of the model ‘research approach’ involves the use of theory in
order to help design the research project (Saunders et al., 2009). There are three types of
reasoning that contribute to academic progress: deductive, inductive and abductive approaches,
as shown in Figure 5.

Deductive Inductive Abductive
Theory Theory
a Theory ;
Hypotheses Hypotheses Questions <:> Hypotheses
Data Data Data

Figure 5. Difference between deductive, inductive and abductive approaches (Jacobsen,
2015, p. 35)

Figure 5 shows that the deductive approach aims to test existing theory empirically, enabling
researchers to move from theory to a hypotheses test (Collis & Hussey, 2003; Saunders &
Lewis, 2012). The inductive approach indicates theory-building and starts from a specific case
or data to new theory/concept development (Saunders & Lewis, 2012; Saunders et al., 2009).
However, it is almost impossible to relate only to a pure deductive or a pure inductive aspect
(Jacobsen, 2015). This is due to the fact that theory comes usually from previous observations,
at the same time, it is not reasonable to rely only on assumptions and observations to draw a
conclusion (Jacobsen, 2015). Therefore, abductive reasoning is more preferred which combines
between deductive and inductive reasoning. Thus, Figure 5 shows the abductive approach as a
continuous problem-solving process, which combines both deductive and inductive approaches
(Jacobsen, 2015).
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Figure 6. The abductive approach conducted in this thesis

This thesis is employed by an abductive approach. Figure 6 shows how | went back and forth
between theoretical and empirical settings during the research process. Thus, the abductive
reasoning in this thesis starts by reviewing existing literature on sustainability and legitimacy
theory by Suchman, and subsequently draws insights from qualitative data to provide some
inspirations. The content of the interview questions were driven from the literature on
sustainability and legitimacy theory. However, to ensure that all important aspects related to
the study was included, open-ended questions were asked during the interviews. This is
essential to gain a general in-depth understanding of how Equinor company reshaped its
strategy and shifted its focus towards sustainability. Through the interview material, | found
some interesting links between internal legitiamcy and strategy, which will be further
investigated. Thus, at this stage, it was important to quantify the qualitative data and test
theories in order to draw conclusions and collects evidences. Therefore, I moved again to the
thoery and reviewed literature on institutional theory by Sott in order to gain inspirations on
how it has been used and measured in previous studies. Then, the work followed an emperical
setting by developing a survey and a set of testable hypotheses. The survey questions were
driven from institutioaanl theory and inspired by the work of previous researchers. This is
essential in order to test a theory and confirm evidence that internal legitimacy theory can be
used to understand a strategic shift that occurs in a large established company.

The third layer of the model indicates the ‘research strategies’. Selecting the appropriate
research style is guided by the research question and the objectives of the study, and helps
identify the type of data collection and data analysis (Saunders et al., 2009). Each research
strategy can be used for exploratory, descriptive and explanatory purposes (Yin, 2003). On one
hand, paper 1 is conducted as an exploratory study. Exploratory research ‘generates initial
insights into the nature of an issue and develops questions to be investigated by more extensive
studies’ (Marlow, 2005, p. 334). Furthermore, it helps discover ‘what is happening; to seek new
insights; to ask questions and to assess phenomena in a new light’ (Robson, 2002, p. 59). Thus,
the exploratory approach on paper 1 helps narrow down and identify a research problem that
has rarely been examined (the integration of sustainability in practice). In addition, the open-
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ended interview questions help gather different feedback from employees and, thus, help
understand what and how they are thinking in a certain way. This helps formulate the
propositions that will guide the research study.

On the other hand, papers 2 and 3 are conducted using explanatory studies because they concern
understanding the connections between variables and achieving an ultimate objective in
quantitative research (Blaikie, 2003). For example, quantitative data were necessary in order to
study the relationships between the three elements of internal legitimacy, sustainable transition,
drivers/barriers of sustainability and innovation selection. Thus, a set of hypotheses were
developed to provide a frame for the explanatory research in order to test a theory, understand
the sustainability transition in depth, and investigate the factors that drive the company to invest
in new sustainable innovations. In addition, these studies aim to give us evidence through the
hypotheses tested.

The fourth layer of the model indicates the ‘research choices’ that address the nature of the
study and the analytical techniques used (Saunders et al., 2009). Saunders et al. (2009) show
different styles that could be adopted by researchers, where every style has its benefits and
limitations. The methodological choice deployed in this thesis is mixed methods, which has
characteristics of both qualitative and quantitative case studies. Thus, this thesis has been
influenced to adopt a combination of a case study research and survey. A case study is defined
as ‘a strategy for doing research which involves an empirical investigation of a particular
contemporary phenomenon within its real life context using multiple sources of evidence’
(Robson, 2002, p. 178). A case study strategy aims also to give researchers a richer
understanding of a context than other strategies (Morris & Wood, 1991). However, the survey
strategy allows researchers to collect a large amount of data that can be used to develop models
of variables and suggest possible relationships between those variables (Saunders et al., 2009).
More details about the methodological choices adopted in this thesis are shown in Table 4.
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Table 4. Overview of the research strategies

Paper 1

Paper 2

Paper 3

Research
Objective

Research
Strategy

Data Sources

Analysis
Technique

Validity
and
Reliability

Understanding how internal legitimacy is
used to explain how a sustainable strategy
shift is developed in a large established
company.

Single case study

¢ Primary data: semi-structured narrative
approach (9 individual in-depth interviews
and 3 mini focus group interviews with
two persons in each interview).

e Secondary data: Annual reports,
sustainability reports, RE reports and
energy perspectives reports. In addition to
data from conferences, presentations,
news and internet documents.

Pattern matching analysis by coding in
NVivo.

e Developing interview guide based on
internal legitimacy theory.

e Triangulation applied by using primary
and secondary data.

e The coding process started with deductive
analysis (based on theory), followed by an
inductive approach (derived directly from
data).

¢ Data reduction process was followed to
refine the data, develop propositions and
test them.

Developing a model that helps explore how
internal legitimacy is built in a large established
company. In other words, exploring how
internal employees frame organisational identity
and shape its new strategic direction.

Survey

91 responses (71 responses to an online
questionnaire and 20 responses to a paper-based
survey).

Structural Equation Modelling, multiple
regression analysis by using SPSS and AMOS.

¢ Developing and refining a large pool of items
from institutional theory.

¢ Reviewing the survey with colleagues and
employees from Equinor.

e Pretesting the survey with employees.

¢ Applying exploratory factor analysis and
confirmatory factor analysis to measure the
validity and reliability of the survey.

e Measuring the construct reliability,
convergent validity and discriminant validity.

Testing a model that helps explore how internal
legitimacy is used to suggest the factors that
enable a large established company to select its
sustainable innovative projects.

Survey

90 responses (70 responses to an online
questionnaire and 20 responses to a paper-based
survey).

Structural Equation Modelling, multiple
regression analysis by using SPSS and AMOS.

¢ Developing and refining a large pool of items
from institutional theory.

¢ Reviewing the survey with colleagues and
employees from Equinor.

e Pretesting the survey with employees.

e Applying exploratory factor analysis and
confirmatory factor analysis to measure the
validity and reliability of the survey.

e Measuring construct reliability, convergent
validity and discriminant validity.
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e | as a main author coded the data, and my e Testing the model fit by some measures such e Testing model fit by some measures such as

supervisor Professor Elin M Oftedal read as incremental fit index, root mean square incremental fit index, root mean square error
and approved the suggested codes. error of approximation, goodness of fit index of approximation, goodness of fit index and
e Pattern-matching technique was used to and fit indices in confirmatory factor analysis. fit indices in confirmatory factor analysis.

compare our obtained results from past
studies.

¢ Asking our contact person for feedback on
particular quotes used in the book chapter.
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The fifth layer of the research model indicates the ‘time horizon’ of the research. The time
horizon depends on the period needed to complete the research (Saunders et al., 2009). This
thesis was carried out using both a longitudinal qualitative study and cross-sectional
quantitative studies. Paper 1 in this thesis indicates a longitudinal study that describes the
incidence of a particular phenomenon (sustainable transition in Equinor) over a period of time
(2014-2017). This study used both primary and secondary data. The primary data were collected
through semi-structured interviews in order to better understand Equinor and its transition
towards sustainability. However, secondary data were collected through Equinor’s own
documentation, such as annual reports, sustainability reports conferences, interviews, etc. Both
types of data were analysed; however, the main reason of using secondary data was to support
primary data and improve the quality of data collection. In addition, in this longitudinal study,
two participants were repeatedly observed in order to emphasise any changes that might occur
during the data collection period. Thus, the longitudinal study addresses the change and
development of a particular phenomenon ‘sustainable transition’ in a particular company
(Adams & Schvaneveldt, 1991; Bouma & Atkinson, 1995).

However, cross-sectional research employs a survey strategy and describes the incidence of a
particular phenomenon at a particular time (Easterby-Smith et al., 2008; Saunders et al., 2009).
Thus, the cross-sectional studies in papers 2 and 3 were conducted through a survey and
collected data from Equinor’s employees at a particular time between 2017 and 2019. These
studies aim also to compare between different variables (such as regulative, normative,
cognitive pillars, drivers, barriers, etc.) in order to examine the factors that help build Equinor’s
internal legitimacy and suggest the factors that help employees select sustainable innovation
projects.

Finally, the last layer of the model indicates the ‘techniques and procedures’ used in data
collection and data analysis in order to help researchers gather the most reliable and valid
information (Saunders et al., 2009). More details about the analytical techniques adopted in this
thesis can be seen in Table 4.

In summary, this thesis adopts the abductive research approach. The exploratory work from and
interpretivist point of view starts quite broadly with the intend to enhance our understanding of
the sustainable shift in a large established company. The literature on sustainability is first
reviewed and included theoretical knowledge and views from previous studies. The literature
review shows that previous studies focused on the reason behind integrating sustainability in
large established companies with less focus on how sustainability is integrated in large
established companies (how companies shift their strategies towards sustainability). The
literature on internal legitimacy theory by Suchman is next reviewed, and a review suggested
that there is a link between strategy change and internal legitimacy theory. Thus, the explorative
study suggests using internal legitimacy in order to explore how internal legitimacy can be used
to understand a strategic change in a large established company. Thus, a longitudinal case study
design was chosen to focus on Suchman’s three types of legitimacy in order to develop a real-
life observation (Alvesson & Skoldberg, 1994). Thus, this study extends the use of internal
legitimacy theory in a new setting which considered as theoretical development of this field.
However, the explanatory work from a positivist point of view starts by reviewing institutional
theory developed by Scott with the intend to make a comparison between Scott’s and
Suchman’s point of views. The literature reviews are found to be overlapping in many aspects;
however, Scott is found to be well measured in studies, and can be used to test theoretical
assumptions and verify them through the use of quantitative data. Thus, the explanatory studies
develop, measure and test the factors that enable a large established company builds its internal
legitimacy and select its sustainable projects. This indicates a close link between the empirical
and theoretical domains.
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3.2.1 Choice and Evolution of the Case Study

A case study approach is generally used in research to understand complex and dynamic
relations within single or multiple settings (Eisenhardt, 1989; Yin, 2014a). In addition, it is well
suited to the interpretivism/positivism approaches that aims to obtain knowledge from people
experience, meaning and actions by using qualitative and quantitative methods respectively
(Johannesson & Perjons, 2014).

A case study research is chosen in this thesis in order to increase the understanding of a
phenomenon and develop new knowledge. It also involves the collection of multiple sources of
data. For example, it uses open-ended questions in the qualitative part of this thesis in order to
help generate new insights (Suddaby et al., 2015). However, data from the survey in the
guantitative part enable the definition of a social setting in a variety of settings in order to
increase the generalizability of the results (Miles & Huberman, 1994). In addition, the case
study approach provides a unique way of observing a phenomenon, collecting data, analysing
information and reporting the results over a long period of time (Yin, 2014a).

Thus, this thesis explores a case study design in order to attain a rich understanding of a complex
phenomenon under investigation (Yin, 2014d). Adopting a case study design also helps
investigate the causes and relationships in detail over a long period of time (Eisenhardt &
Graebner, 2007). In particular, a single case-study design is chosen in this thesis to critically
test theoretical hypotheses/propositions in order to grasp the overall concept of sustainability
transition in Equinor and how internal legitimacy drives Equinor to make this shift. In addition,
a single case study design helps ‘explore a real-life contemporary’ study which allows
observation of the case’s themes and report of the results over a long period of time (Creswell,
2013). It also offers an opportunity to question old theories and explore new ones to better
understand the subject (Dyer et al., 1991). Thus, a single case study helps explore the case,
analyse the data and look at its subunits (Yin, 2003).

However, researchers argue that single case studies are sometimes seen as having limited
research value due to misconceptions such as difficulties to generalise knowledge, difficulties
to generate hypotheses and difficulties to summarise and develop general propositions and
theories on the basis of specific case studies (Flyvbjerg, 2006). However, Flyvbjerg (2006) and
Jacobsen et al. (2002) argue against these fallacies, claiming that a single case study can be a
valuable method, dependent upon the case and how it is chosen. In addition, Flyvbjerg (2006)
validates the quality of a single case study as it gives scope for researchers’ own interpretations
to produce ‘context-dependent knowledge’ that allows researchers to better understand the
theoretical construction and provide rich sources of data. In addition, Beveridge (1951, quoted
in Flyvbjerg, 2006) claims, ‘more discoveries have arisen from intense observation than from
statistics applied to large groups’.

The next section will describe the single case study in this thesis ‘Equinor’, in which the initial
layers of Burgelman model (macro level) are discussed. Accordingly, by looking at the macro
level of the Burgelman model, Equinor shows that all the dynamic forces are in action due to
the external sustainable pressure it faces. Therefore, it will not make any sense to try to measure
any of them as will be discussed next.
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3.2.2 Case Description — Equinor

The context of this thesis is Equinor, a Norwegian OG company. This context is relevant to this
thesis, especially when studying what happens between the dynamic forces of Burgelman
model. Thus, this section presents Equinor case study and shows how the divergence between
the dynamic forces are in action. In addition, it shows how external sustainable pressure and oil
crises led to this divergence.

Equinor is an international energy company and is mostly owned by the Norwegian State.
Equinor is considered as the largest company in Norway with operations in more than 30
countries worldwide and has more than 20,000 employees (Equinor, 2021a). Equinor claims to
have made efforts towards sustainability since 1990. According to Equinor’s own reports, the
carbon taxes in the 1990s motivated Equinor to work on achieving its sustainable business and
reducing its carbon dioxide emissions, produced by its OG operations. In addition, Equinor was
ranked as the most sustainable energy company and the fourth most sustainable corporation in
the world regardless of industry in 2014 (Emisoft, 2020). Thus, the Equinor setting seems well
suited as a case study in this thesis in order to understand the nature of sustainability in a large
established OG company. This helps represent a significant contribution to knowledge, extend
a theory and understand how certain conditions and underlying processes change over time
(Yin, 2014c).

The history of Equinor is the history of the oil economy of Norway. The offshore oilfields in
Norway were discovered in 1969, and contributed to raise Norway’s economy dramatically
(NBIM, 2019). Accordingly, the Norwegian State established Equinor (formerly Statoil) in
1972, which is considered as the engine of the Norwegian oil industry and plays an important
role in funding the Norwegian welfare state (Hovland, 2017). In addition, the Norwegian
parliament established the Government Pension Fund that aims to use the oil revenue
responsibly by investing in foreign companies (NBIM, 2019). This means that Norway owns
almost 1.5 of all shares in the world’s listed company (NBIM, 2019). However, these activities
are considered as weak sustainability since it is focusing more on man-made capital than natural
capital (Neumayer, 2003).

Norway’s climate policy has, since 1987, made legislative changes to reduce the climate change
effects of greenhouse gases, and is working towards an ambitious global climate agreement to
ensure environmental sustainability (Brundtland, 1987; KLD, 2014). In addition, Norway
introduced its carbon taxes in the 1900s in order to force companies to reduce their carbon
emissions (Finansdepartementet, 2020). However, in order to achieve climate and
environmental targets, Norway was among the first countries who welcomed the Paris
Agreement, and they had a goal to reduce Norway’s carbon emissions by at least 40 percent
compared to 1990 levels by 2030 (KLD, 2019). Therefore, the Norwegian government demands
companies (including the companies they own) to be responsible, balance economic, social and
environmental conditions and limit their greenhouse gas emission in order to contribute to long-
term values within sustainability (Regjeringen, 2022). Furthermore, there is no direct
relationship between the Norwegian State and the companies they own, and they can operate
as efficiently as other private companies (Regjeringen, 2022). However, the Norwegian State
as a board member can officially set up new goals and strategies (Regjeringen, 2022).

The growth of clean energy resources is accelerating more than ever before (IEA, 2022). This
forced Equinor to make huge investments in RE, which is introduced as an alternative clean
energy and is promoted as a climate change adaptation. This is posing new challenges for
Equinor to be part of the low carbon transformation, and fulfil their purpose of turning natural
resources into energy. Thus, Equinor has strengthened its commitment to sustainability by
developing clean energy from RE and offering it at a lower cost, particularly since 2014, when
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Eldar Satre started as Equinor’s new CEO and when the oil prices started to plummet. Thus,
Equinor believes that they are committed to providing the world’s energy needs in a responsible
manner, and to introducing new business solutions.

All of these challenges motivated Equinor to position itself in the market, and engage its
employees in their new RE projects. In addition, in 2018 the company rebranded their name
from Statoil into Equinor in order to support their new strategy as a broad energy company.
However, their sustainable strategy was to develop OG in an efficient and sustainable way and,
at the same time, increase their investments in RE projects.

Furthermore, Equinor works continuously on accelerating the energy transition through
innovations in RE activities. Therefore, they have partnered with different companies in order
to achieve their goals. Equinor launched their initial RE development through offshore wind so
they can transfer their skills/experiences from OG offshore activities into offshore wind energy
projects. They developed their first offshore wind projects in the UK and invested in three
projects: Sheringham Shoal that provides electricity to power 220,000 British homes, Dudgoen
that is sufficient to power 410,000 UK homes and Hywind Scotland, the first floating wind
farm that will provide electricity to 36,000 households (Equinor, 2021e). In addition Dogger
Bank, the world’s largest offshore wind farm, is expected to produce energy to power 4.5
million UK homes (Equinor, 2021b).

Equinor has also invested in developing two offshore wind projects in the US: Empire Wind
that will power more than one million New York homes; and, Beacon Wind that will provide
renewable power to over one million households in the Northeast (Equinor, 2021e). In addition
there are offshore wind investment projects in Norway, Poland, Germany, Japan and South
Korea (Equinor, 2021e). Furthermore, Equinor has invested in new solar projects and worked
on developing new technologies in order to provide profitable growth opportunities (Equinor,
2021d). Their first step into the solar industry was in Brazil which now provides to around
200,000 households (Equinor, 2021d).

Equinor, as a single case, was chosen as a means to explore the phenomenon of sustainability
and how Equinor as an OG company introduced and developed sustainability into its business.
Figure 7 shows that Equinor claims that it developed its sustainable commitment already since
1990s; however, this commitment was made to produce the OG in a more sustainable way. In
addition, the figure shows that in the period between 2008 and 2013 Equinor developed some
operations in RE, but again this was to enhance its public image and gain better market access
in Northern Norway (according to one interviewee). However, a real transition movement
towards sustainability occurred after 2014 when Equinor’s decision was to invest heavily in RE
activities. Thus, through the research period, Equinor has gone through a major shift in focus
from a pure OG company to becoming a mixed-energy-resource company. This marked a
fundamental change for the company and precipitated to shift its name from Statoil to Equinor
in 2018. Equinor is among the OG companies who believe that their business will be dominated
by other alternative energies. Therefore, they considered the new sustainable transition in the
world as an opportunity to enter a new market.
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Figure 7. Equinor history timeline (Equinor, 2020)

In summary, the context of Equinor case study is well suited to study what happens outside the
Burgelman model (how the four dynamic forces diverge). This section does not measure the
dynamic force; however, it uses Equinor as a context to understand the divergence between the
dynamic forces. (1) Equinor faced some external sustainable pressure such as governmental
pressure and Paris Agreement, which led to a change in the official corporate strategy. (2)
Another external pressure is the oil crises and the increasing demand for clean energy resources
which caused the competitive advantage to diverge and that led to change the company’s market
positioning towards clean projects. (3) This led to some changes in the strategic action such the
employment of a CEO (Eldar Sztre) and the decision to invest heavily in RE activities. (4) This
also caused a change in the competence which encompass some challenges on how they engage
their employees in the new change.

This shows that within this context | have built my study. However, 1 am focusing on the micro
level, that explains what happens on the levels between these dynamic factors (internal selection
environment), which discusses how internal legitimacy is formed and new selection criteria are
shaped.

3.3 Data Collection and Data Analysis

A key strength of using a case study method involves using multiple sources for the data
gathering process. A case study can combine different types of evidence such as archives,
interviews, questionnaires and observations (Eisenhardt, 1989). This thesis shows the string
that describes how the data have been collected and linked to answer the research question of
this thesis. Thus, the empirical data for this thesis have been collected from Equinor as part of
this PhD project.
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This dissertation presents a mixed methods research design in the sense that it uses a qualitative
approach in paper 1 and quantitative approach in papers 2 and 3 in order to address different
research objectives. Paper 1 is primarily selected to advance our understanding of how internal
legitimacy theory can be used to understand a new sustainable shift in an established company.
Papers 2 and 3 are selected to make methodological contributions by developing, measuring
and validating a survey. However, according to Creswell & Plano Clark (2007), Table 5 shows
decisions made on data collection timing, weighting and data mixing that determine the type of
mixed methods adopted in this thesis.

Table 5. Specification of mixed methods design adapted from Creswell & Plano Clark (2007)

Aspects Description

Data collection Data collection was performed sequentially by starting with qualitative and ending with
timing quantitative.

Primary weight/priority was given to the qualitative data where time and effort was spent
Weighting to understand the company’s sustainability transition.

Data mixing Qualitative and quantitative data were connected during the phases of the PhD project.

Thus, this thesis indicates a research process of two phases, as shown in Figure 8. The first
phase constructed qualitative data collected from interviewing several employees working at
Equinor. The data were then analysed in order to understand the overall concept of
sustainability transition in Equinor. Then a quantitative survey was developed as a second phase
of the research process. Thus, this outlines the interpretation of the entire research process of
this thesis. More details concerning the two phases will be discussed in the next sections.

R R R -

R
[ Phase 1: Qualitative Phase 2: Quantitative )
I
1
i Data Collection Data Collection [ ‘
: and Analysis and Analysis  |H
! ]

Figure 8. Sequential research, adapted from Creswell and Plano (2011)

Overall
Interpretation

3.3.1 The Qualitative Part of the Case Study

The qualitative case study indicates a semi-structured data collection strategy in order to
provide better documentation of the evidence (Yin, 2014b). However, in order to enhance data
credibility and gain a more complete and objective picture of the representative phenomenon
(Yin, 2014b), secondary data through documentary sources were collected from Equinor. This
approach is well suited to obtain an overview of the new situation that Equinor faced when it
comes to developing new, clean alternative solutions. Figure 9 describes the research method
used in the qualitative study.
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Figure 9. Flowchart illustrating the qualitative research process

Creswell (2007); Saunders (2012) suggest that a number of semi structured/in-depth interviews
could be between 5 to 25 participants. At the same time, researchers should focus on
understanding ‘how questions — rather than how many’ and for understanding a phenomena
(Pratt, 2009). In addition, several important factors that should be taken into consideration, such
as quality of data and the amount of useful information obtained from each participant (Morse,
2000). Therefore, this qualitative paper relies not only on primary data but, also, on secondary
data.

According to the primary data, a contact person was contacted by email and a meeting was
arranged in Equinor’s main office in Oslo in order to discuss the whole purpose of the study,
the kind of data needed, how many interviews and the desired structure of the interviews
(duration, questions to be asked, etc.). The contact person helped select 15 key persons to
interview and arranged, in total, 12 interviews (nine in-depth individual interviews and three
in-depth mini focus groups with two participants each). The key persons are consultants, project
managers, economists, head of projects, advisers and engineers. Appendix A presents an
overview of the 15 selected key persons, their positions and date of the interviews. However,
secondary data were collected through documentary sources such as annual reports,
sustainability reports, RE reports, energy perspectives reports, conferences, presentations and
other resources such as news articles and interviews on local TV. The secondary data were
coded and analysed in order to provide a comparison for the primary data.

Interviews with Equinor employees were collected over a three-year period and followed a
narrative approach with minimum interruption by the interviewer in order to provide better
documentation of the evidence (Yin, 2014b). Most interviews took place in Equinor’s office in
Oslo, with some interviews being conducted by video call (skype). In addition, the interview
guide and a short description of the study were sent to the interviewees in advance. At the end
of the interviews, the interviewees were asked if they had any questions or concerns, they would
like to add.
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The aim of the interviews was to obtain an insight into Equinor’s transition towards
sustainability. This is important in order to understand who is responsible for reshaping the
company’s strategy and how the sustainable transition is understood and accepted in the
company. The interview questions were based on Suchman’s types of legitimacy (moral,
pragmatic and cognitive) and the nature of Equinor’s sustainable transition. For instance, to
probe Suchman’s (1995, p. 579) moral legitimacy that asks about the ‘right thing to do’,
questions such as ‘How could RE count as a business case for engaging in environmental
solution?’ and ‘What kind of benefits do Equinor and society gain from engaging in RE cases?
(Tips: reduced costs, improve resources efficiency, reduce risk, legal liability etc)’ were raised.
Equinor as a large established company considers ‘a right thing to do’ as a business case that
will reduce its costs as well as bring profit to the company. Thus, for moral legitimacy, the
authors looked for statements indicating an acceptance of Equinor’s responsibility to ‘do the
right thing’. For pragmatic legitimacy that ‘rests on the self-interested calculations of an
organization’s most immediate audiences’ (Suchman, 1995, p. 578), questions such as ‘What
kind of competence (employee background, managerial competence/charisma) do you have to
support sustainable transition?” and ‘Do you think engaging in RE practices is a right decision
to make now? Why?” were raised. Thus, for pragmatic legitimacy, the authors looked for
statements indicating an understanding of the sustainable shift and for a self-interest in
translating a sustainability agenda into action. Meanwhile, for cognitive legitimacy that counts
a company legitimate when it is understandable, rather than desirable (Suchman, 1995).
Questions such as ‘How did you find working in RE projects and making decisions compared
with OG?’ and ‘How could RE cases be a potential source of competitive advantage?’ were
raised. Thus, for cognitive legitimacy, the authors looked for statements indicating the
knowledge needed for a sustainable shift in order to understand whether Equinor’s employees
accept the purpose of Equinor’s new sustainable strategy. More details about the questions
asked during the interviews are given in Appendix B.

As part of the data analysis, all interviews were recorded and transcribed. In addition, Nvivo (a
qualitative management tool) was used to build the main themes and code the data. However,
in order to increase the overall quality of the coding process, the data were coded twice, and
the co-author (my supervisor Professor Elin M. Oftedal) read and approved the suggested codes.

According to the coding process, the direct content analysis approach was used to code both
primary and secondary data (secondary data was used to support the result from primary data)
(Zhang & Wildemuth, 2009), by summarising the raw data into categories or themes (Patton,
2002). Thus, the initial broad coding step started with a deductive analysis based on internal
legitimacy theory. As mentioned before, for moral legitimacy, the authors looked for statements
indicating an acceptance of the company’s responsibility to ‘do the right thing’. For pragmatic
legitimacy, the authors looked for an understanding of the sustainable transition based on the
self-interest of the organisation. Finally, for cognitive legitimacy, the authors looked for an
endorsement of the knowledge needed for the sustainable transition.

For the second step of data analysis, following Zhang & Wildemuth (2009) and Hsieh and
Shannon (2005), an inductive approach was used and involved identifying coding categories
derived directly from the raw data in a ‘line by line approach’, where the authors looked at each
sentence separately and allowed themes to emerge. Finally, a pattern-matching technique was
used to compare the patterns obtained from this qualitative study with patterns from past
studies, knowledge and theory (Gibbs, 2002; Yin, 1994). This is essential in order to examine
the correctness of the developed propositions and to build explanations on whether and why the
patterns matched or not (Almutairi et al., 2013).
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Stage 1 data

Stage 2

However, it is important to note that there are some limitations concerning the validity and
reliability of the data collected in the study. For example, the questions developed in the
interview guide are suggestive where it includes questions that I considered important for the
study. Therefore, some of the interviews were carried out as focus groups in order to provide
an interesting discussion between the participants. In addition, my own understanding of
legitimacy theory might have introduced some inaccuracies according to the form of questions
developed. | might have some overlapping questions between the three types of legitimacy.
Therefore, in the coding process | made sure to code the right statements under its related theme
(moral, pragmatic and cognitive legitimacy). In addition, my contact person arranged the
interviews and selected the participants of the study, which might lead to sample selection bias.

However, in order to improve the quality of the method employed in data collection and
analysis, a data reduction process (triangulation) was followed to enable better comparison of
the different types of data from both primary and secondary data (Miles, Huberman, &
Saldanal994). This is important in order to gain a more complete and objective picture of the
representative phenomenon (Yin, 2014b). In addition, in order to avoid the use of subjective
conceptualisation and judgments, the quotes derived from the transcripts was sent to the contact
person to obtain feedback and further reflections. As a result, this helped shift the main logical
frame from exploring data using retroduction (refine and redevelop theory) to verifying theory
through deduction (develop propositions and test them) (Van De Ven & Poole, 2002).

3.3.2 The Quantitative Part of the Case Study

The quantitative case studies in this thesis indicate a quantitative data collection strategy that
offers valuable insights regarding institutional theory and sustainability transition. This section
explains how the survey was developed and conducted between 2017-2019 in Equinor. This
will help explain the empirical context of the two quantitative studies and describe and analyse
the dataset. It also helps validate the model fit of the study and test the developed hypotheses.
Figure 10 describes the research method used in collecting and analysing the quantitative
studies.
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\ 4

Survey
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and refinement

Quantitative Complete

collection
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20 paper-based survey

A 4

A 4
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\ 4

v

\4

Figure 10. Flowchart illustrating the quantitative research process
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The quantitative methodological approach in this thesis was adopted from MacKenzie et al.
(2011). Inthe first step, three pre-existing questionnaires were reviewed in order to gain insights
into how questions have been formulated. For example, UNIDO (2006) developed a
questionnaire to gain a better understanding of CSR in companies, Ramirez and Nguyen (2010)
developed a questionnaire in order to study the sustainable projects that are adopted by OG
companies and Ronan (2009) developed a questionnaire that aims to assess medical companies’
capacity for innovation. These questionnaires were not suitable for this thesis because they
focused on the understanding of CSR in companies, companies’ initiatives in introducing
sustainable activities, documenting sustainable activities, innovation strategy and the
innovation process, but did not provide questions related to legitimacy theory. Therefore, they
were used as an inspiration to help develop a modified questionnaire. For example, some
inspirations came from drivers/barriers to CSR, incentives to implement CSR, how top
management evaluate sustainable projects, how employees are engaged in new innovative
projects and how a company manages its new innovative projects.

In addition, institutional theory and its three pillars are well measured and tested in the
entrepreneurship literature by Busenitz et al. (2000) and then by Oftedal (2008); Oftedal et al.
(2018); Amo et al. (2006). Busenitz et al. (2000) developed and validated a measure of
institutional profile for the domain of entrepreneurship across countries based on Scott’s
institutional theory. The survey explores why entrepreneurs in one country may have a
competitive advantage over entrepreneurs in other countries, and how countries contribute
differently to levels and types of entrepreneurships. The survey developed by Busenitz was not
suitable for my study since it focuses on country profile and not on a company profile. However,
for the purpose of this thesis, | developed my own survey based on inspirations to Busenitz’s
measurements.

Therefore, a modified questionnaire was developed and refined where a large pool of items was
derived from institutional theory, particularly from the three pillars of institutions (regulative,
normative and cognitive) by Scott (1995b, 2014). The survey was then pre-tested with 12
experts: six academic experts and six employees from Equinor. Figure 11 shows illustrations
of all the variables included in the survey, and the final version of the survey is shown in
Appendix C. In addition, the survey used a seven-point Likert scale because it works better with
educated samples (Weijters et al., 2010).
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Figure 11. lllustrations of how the variables have been developed in the survey

Figure 11 shows all the variables included in the survey; however, the bold red text shows the
variables that have been used in paper 2 and 3. Figure 11 assumes that the causality occurs
between the three independent variables (pillars of legitimacy) and the two dependent variables
(innovation selection and sustainable transition). This shows that the three pillars might
influence innovation selection and sustainable transition (the focus of the thesis) and the other
way around which is beyond the scope of the thesis. Furthermore, in order to understand the
reason behind the causal process or how other variables could justify/facilitate a relationship
between independent and dependent variables, | assumed to add some mediator variables. The
mediators used in this thesis are drivers and barriers. In addition, | assumed to add a moderator
to test whether it changes the strength or direction between independent and dependent
variables. The suggested moderator variable used in this thesis is management experience.

The mentioned variables have been used in paper 2 and 3. The major goal of paper 2 is to
develop and empirically validate a survey for measuring how employees build company’s
internal legitimacy. Therefore, the model measures the direct relationship between the
independent variables (pillars of legitimacy) and the dependent variable (sustainable transition).
However, the major goal of paper 3 is to test a model and suggest the factors that enable a large
established company to select its new sustainable practices. Therefore, the model measures and
tests the three pillars’ effect of innovation selection on sustainable transition, in addition to
measure the indirect effect between three pillars of legitimacy and drivers/barriers on
innovation selection. Finally, it tests whether management experience strengthens/dampens the
effect of the three pillars of legitimacy on sustainable innovation/sustainable transition.
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Scale development procedure

To begin operationally defining the items used in the survey, a large pool of items were
generated as potential measures for each of the three pillars (DeVellis, 1991) and inspired by
the work of Busenitz et al. (2000). For the regulative pillar, five items were generated that
focused on measuring the new laws, rules, regulations and policies in the institution (Busenitz
et al., 2000; Scott, 2014). Thus, for the regulative pillar, I looked for questions that focused on
management policies, laws or rules supporting new sustainable business, management role in
making a sustainable company and indirect government support for the company’s (through
incentives). Thus, for measuring a regulative pillar, questions such as ‘X company has policies
to enhance its sustainable development practice’ and ‘there are incentives for sustainable
activities at the company’ were asked. The intent of the regulative pillar was to measure the
institutional arrangements that help Equinor’s new direction as a whole.

The normative pillar consisted of five items and focused on measuring the informal values and
norms within the institution (Busenitz et al., 2000; Scott, 2014). Thus, for the normative pillar,
I looked for questions that focused on individuals’ (employees’) attitudes and beliefs towards
sustainability. Thus, for measuring a normative pillar, questions such as ‘individual initiatives
towards sustainability are respected in my unit’ and ‘operating sustainability is a goal in my
unit’ were asked. The intent of normative pillar was to bind employees’ expectations with the
company’s new sustainable goals. Finally, the cognitive pillar included four items and focused
on measuring employees’ understandings, interpretations, knowledge and skills of a new action
(sustainable shift in this case) (Busenitz et al., 2000; Dart, 2004; Munir, 2002; Scott, 2014).
Thus, for the cognitive pillar, I looked for questions that describe the employees’ awareness of
sustainability and their understanding of sustainability. Thus, for measuring a cognitive pillar,
questions such as ‘my unit has a good understanding of sustainability’ and ‘my unit builds
knowledge on becoming more sustainable’ were asked. The intent of cognitive pillar was to
understand whether the sustainable shift is accepted and respected in the company.

According to the sustainable transition, four items were generated and inspired by the work of
Ramirez and Nguyen (2010). The sustainable transition requires measuring the company’s
intention towards developing sustainability. Thus, for sustainable transition, | looked for
questions that describe the company’s intention towards introducing sustainability. Thus, for
measuring sustainable transition, questions such as ‘X company has established environmental
targets to introduce a shift toward sustainability’ and ‘sustainability will become considerably
more important to X company in the future’ were asked. However, for the innovation selection,
seven items were generated and inspired by the work of Ronan (2009). The innovation selection
requires measuring the decision criteria for selecting a new innovative project. Thus, for
innovation selection, I looked for questions that describe the factors that should be considered
when selecting a sustainable project, such as ‘the project should be within our core strategy’,
‘it should be covered by our competence’ and ‘it should be represent an interesting market’.
Finally, according to the mediators, ten items were generated for drivers, and seven items were
generated for barriers. The questions were inspired by the work of UNIDO (2006). Drivers
require measuring the factors that motivate the company to shift towards sustainability, such as
‘use of new technology’, ‘development of new technology’, ‘customer expectation’ etc.
Barriers require measuring the factors that hinder the company to move toward sustainability,
such as ‘lack of financial fund’, ‘lack of competence and capabilities’, ‘lack of employee
motivation’ etc.
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This thesis has many different variables. Therefore, as shown in Figure 12 paper 2 started the
analysis by testing the direct relationship between the three pillars of legitimacy and sustainable
transition. Thus, the analysis started by regrouping the mentioned variables into a limited set of
items by using Exploratory Factor Analysis (EFA) in order to better understand the
relationships and patterns between variables (Yong & Pearce, 2013). The extracted factors
consisted of regulative 2&3, normative 1,2,3&4, cognitive 1,3&4 and sustainable transition
1&2. Thus, Cronbach’s alphas confirmed an internal-consistency coefficient for the regulatory
pillar (0.88), normative pillar (0.87), cognitive pillar (0.93), and sustainable transition (0.69).
In addition, in order to verify the extracted factors, Confirmatory Factor Analysis (CFA) was
applied. A decision was then made to drop normative pillar 1 due to low loadings between
variables (below 0.7). Thus, the final survey instrument consisted of 10 items: two items for the
regulative pillar, three items for the normative pillar, three items for the cognitive pillar and
two items for the sustainable transition as shown in Appendix C (numbers are displayed in bold
red text).

In addition, a formula provided by Gaskin (2018) was used to measure reliability (CR),
convergent validity (AVE) and discriminant validity (MSV) in order to validate the scales. The
results show that all the measures met the threshold suggested by Hair et al. (2013). This shows
excellent reliability (CR > 0.7), reasonable convergent validity (AVE > 0.5) and strong
discriminant validity (MSV < AVE) as shown in Table 6. In addition, the convergent validity
was compared to external measures by a study published by Hoerndlein et al. (2012). The
mentioned study studied the rate actors’ influences on adopting green innovations outside their
organisational context. The results show that our regulative pillar (0.79) correlated positively
to their regulative pillar (0.82), our normative pillar (0.76) correlated positively to their
normative pillar (0.65) and our cognitive pillar (0.83) correlated positively to their cognitive
pillar (0.68).
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Table 6. Reliability and Validity results for paper 2

CR AVE MSV MaxR (H) Regulative  Cognitive  Normative Transition

Regulative 0.881  0.787  0.461 0.882 0.887

Cognitive  0.935 0.829 0.677 0.963 0.524 0.910

Normative 0904 0.759  0.677 0.914 0.587 0.823 0.871

Transition 0.714 0.556 0.461 0.724 0.679 0.603 0.589 0.746

The analysis continued in paper 3 by adding another dependent variable (innovation selection)
and two mediators (drivers and barriers) as shown in Figure 12. The CFA was then applied and
items that had loadings below 0.7 were dropped from the model. This presented a reduced
model of 19 items; regulative 2&3, normative 2,3&4, cognitive 1,3&4 and sustainable
transition 1&2, innovation selection 1,2,3&4, drivers 6&7 and barriers 2,3&4 as shown in
Appendix C (numbers are displayed in bold red text). In addition, reliability and validity were
measured as shown in Table 7. The results show excellent reliability (CR > 0.7). However, the
convergent validity show a reasonable result, in which the results show that all the measures
meet the threshold suggested by Hair et al. (2013) (AVE > 0.5) except ‘innovation selection’.
However, Malhotra and Dash (2011) argue that AVE is very strict and reliability can be
established through CR alone (which has been achieved). Finally, the discriminant validity was
supported in the test because all the measures meet the threshold (MSV < AVE). The results
show that the model was validated empirically. More details about Cook’s distance analysis
and multicollinearity test can be seen in paper 2 and 3.

‘Table 7. Reliability and Validity results for paper 3

CR AVE MSV MaxR(H) Barriers Normative Regu|.uivr Cognitive Transition Drivers Selection
Barriers 0.789 0.555 0.106 0.790 0.745
Normative 0.903 0.757 0.689 0.914 0.156 0.870
Regulartive 0.881 0.788 0.448 0.891 0.296 0.583 0.888
Cognitive 0.935 0.829 0.689 0.964 0.011 0.830 0.531 0.910
Transition 0.713 0.554 0.448 0.719 0.128 0.590 0.669 0.607 0.744
Drivers 0.828 0.708 0.127 0.863 0.061 0.092 0.357 0.163 0.259 0.841
Selection 0.740 0.417 0.113 0.742 0.325 0.297 0.336 0.000 0.282 0.028 0.645

The survey was conducted using self-administered web survey (SurveyMonkey). A web-based
survey is considered more appropriate and provides participants with more flexibility than
regular surveys such as mail and phone surveys (Saunders et al., 2009). In addition, a paper-
based survey was sent to 20 participants who preferred to fill out the survey in this way.
Furthermore, a short introduction about the study and a definition of sustainability and
sustainable innovation were provided which might be interpreted differently by respondents.
Then, a personalised email invitation was sent to my contact person in Equinor with a link to
the online survey. The email and the survey were administered in two languages Norwegian
and English because Equinor is an international company and has Norwegian and non-
Norwegian speakers. Thus, my contact person distributed the survey through Equinor’s internal
network due to Equinor’s regulations and policies towards such surveys and studies. However,
the survey was distributed with a target population who have proper knowledge on
sustainability and are engaged in Equinor’s sustainable shift. The respondents were mainly
project managers, engineers, consultants, business developers, leaders, advisers and project
coordinators as shown in Figure 13. This group was chosen from a larger population because
RE is considered as a new sustainable transition in the company, and the data was collected
during Equinor’s sustainable transition period toward sustainability. Therefore, it would be
practically impossible to send the survey to every employee in the company. Thus, focusing on
a particular group assists in managing their feedback on the new, clean energy projects.
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Figure 13. Survey respondents indicates their field of work

During the survey period between 2017 and 2019, a total of 113 respondents participated in the
survey, where about 91 respondents completed the survey, as shown in Figure 10. The first
round of data collection was in 2017 where the survey was distributed through the company’s
internal network. One reminder followed up the original email after three weeks. At this stage,
70 participants had filled out the survey, whereas only 53 participants who fully completed the
survey. The completion rate was not defined at this stage, because we did not know how many
employees received the survey. Therefore, in the second round of data collection between 2018
and 2019, I intended to change the strategy and distribute the survey through our network, and
under the supervision of Equinor. At this stage, 43 participants received the survey, whereas 38
participants fully completed the survey. The completion rate was very high, because a direct
communication was made with the employees. The survey data are available through the UiT
Open Research Data (Jaber & Oftedal, 2019).

The survey left us with 91 complete responses, which is considered small. A small sample size
could result in high bias, low coverage (Hox & Maas, 2001), or improper solutions such as
negative variance estimates (Wang & Wang, 2012). Therefore, researchers recommend a
sample size of 100-150, in general, to avoid these problems (Anderson & Gerbing, 1988). A
larger sample size is obviously more representative, but only if the population is heterogeneous
(Fowler & Lapp, 2019), that | could not achieve since | focused on a particular group. In
addition, participating in the survey is voluntary.

In addition, measuring the three pillars of legitimacy was not an easy process, since it focuses
on employees’ behaviours and understanding the new sustainable shift in the company. First,
in order to measure the three pillars, the survey used the language to describe what belongs to
each pillar. However, the language will not perfectly describe what exists in the real world,
which brings some degree of error. Second, other errors might arise when participants think
that one answer is preferable to another. For example, a question such as ‘your company has
policies to enhance its sustainable development practices’, participants would feel more
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comfortable answering honestly. However, asking a question such as ‘in my unit, we believe
that we have a personal responsibility/commitment toward society/the environment’,
participants would feel more comfortable when they present themselves in a positive way.
Third, other errors happen if participants respond without fully understanding the
question/answer. Therefore, to cope these challenges, the survey was presented in both
languages English and Norwegian, and it started with important and interesting questions.
Furthermore, | decided to shorten the survey after the small sample | got from the first round
of data collection, and | managed to collect more data.

Finally, the results from the two quantitative papers might have some sampling bias. For
example, there was a time difference between collecting the data in round 1 and round 2, which
might lead to sampling bias. In addition, the employees who are not working with projects
related to sustainability were excluded from the data sample during the research studies.
Therefore, in order to avoid any bias results, the qualitative study was essential in this thesis so
as to support the result from quantitative studies. In addition, model fit, internal and external
validity were tested in the quantitative studies.

However, to analyse the data obtained via the survey, the Statistical Package for Social Science
(SPSS) was used to perform the Exploratory Factor Analysis (EFA) test that aims to regroup
the variables into a limited set of items so that relationships and patterns between variables
could be easily interpreted and understood (Yong & Pearce, 2013). In addition, software and
Analysis of Moment Structures (AMOS) was used to perform a Confirmatory Factor Analysis
(CFA) measure to verify the factor structure that was extracted from the EFA (Gallagher &
Brown, 2013). The CFA measure is essential to check the overall goodness of fit in the model
and test the developed hypotheses. The final task in the data analysis was to validate the
reliability and stability of the model. This was measured by using a formula provided by Gaskin
(2018) that calculates the construct reliability (CR), average variance extracted (AVE) and
Maximum Shared Variance (MSV).

3.3.3 Research Quality Concerns

This chapter presented the thesis’s overall research methodology. In this regard, it presented
the mixed method approach with the interpretivism/positivism perspective designs, where
findings are presented through three research papers. However, the methodology part has a
number of limitations and areas of improvements. First, the objective of empirical completeness
led to the desire to collect as many data sources as possible. Therefore, too much time and effort
spent on collecting and analysing qualitative data from Equinor in forms of interviews and
secondary documents. The credibility of this research relates to the trustworthiness of the
combination of primary data (interviews) and secondary data (documents from Equinor). While
the resulting database contains a large amount of data on a range of areas, the primary data
(interviews) is considered as insufficient (small) for a large company like Equinor. Second, |
interviewed key persons in different positions such as consultants, project managers,
economists, head of projects, advisers and engineers, which added multiple voices to the
research. However, my contact person from Equinor was responsible for selecting the key
persons, which might have yielded biased results. Third, all data coding was mainly coded by
me, my co-author approved the suggested codes. Thus, the empirical data can be influenced by
my own understanding, subjective biases, errors and inaccuracies. Fourth, all data were mainly
embedded in Norway and in one large established company, which makes it unclear to
generalise to other contexts. Thus, further research in this area is needed.
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Fifth, according to the quantitative data, the first round of data collection was conducted in
2017, where my contact person distributed my survey through Equinor’s internal network. The
contact person distributed the survey twice in a form of a self-administered web survey. At this
round, | got only 53 responses who completely filled out the survey. Equinor company believed
that this is a volunteer survey and my contact person refused to distribute the link for the third
time. Therefore, a second round of data collection conducted between 2018 and 2019. This was
challenging, because the aim was to distribute the data through my/co-author network and under
the supervision of Equinor. At the same time, it might lead to some sampling bias due to
collecting the data in two different periods. In addition, Equinor’s policy made it difficult for
me to collect the required data by my own. Thus, the sample size of the data is considered small
for a large established company like Equinor. Sixth, the survey was distributed with a target
population who work at sustainability unit, renewable energy unit, innovation and strategy unit.
These people have proper knowledge on the sustainable transition that is occurring in Equinor.
Thus, this might lead to selection bias due to choosing the participants that share similar
characteristics and actions.

Finally, this thesis focused on one company in one region, therefore, my hope is that other
researchers can take the advantage of the collected data and extend the database that has been
developed so far. | believe that the questions from the qualitative part, in addition to the
guantitative data provide an opportunity to exploit the database for other uses. In addition, this
thesis is built upon the assumption that this case is unique as it is partly owned by the Norwegian
government. Therefore, | believe that the transferability and generalisability of the findings
should not be rejected when other researchers conduct comparative studies.

3.4 Ethical Considerations

Ethical considerations are important in research and several ethical guidelines have been
developed to establish the validity of research. Ethical guidelines support the collaboration
between researchers and groups and ensure people can trust researchers. This thesis follows the
ethical guidelines developed by the Norwegian National Committee for Research Ethics
(NESH) in social science and humanities (NESH, 2016) in addition to the ethical guidelines by
Lewis (2003). Consequently, the NESH guidelines present two categories that are related to
human subjects and research community and will be discussed next.

Ethical considerations related to human subjects

The development of this thesis involved several interviews, telephone calls and email
communications with many employees, in addition to the participants who filled out the
questionnaire. This generated ethical considerations regarding who has been affected by the
results obtained. Thus, the human subjects who are most likely to have been affected by this
research are the Equinor employees who provided the empirical foundations of this thesis.
Several ethical considerations have been considered in this thesis to avoid negative
consequences (Lewis, 2003; NESH, 2016). First, | sent two documents to Equinor describing
the aim of the two empirical studies (one qualitative study and two quantitative studies) and
how the information would be collected and used later in the study. Second, | signed an
agreement with Equinor enabling me to gather, use and publish the collected data. Third, all the
participants (interviewees and employees who participated in the survey) were informed that
participation was voluntary and everything would be published anonymously. Fourth, all the
participants were informed of the use of the data and that only the researchers involved in the
project would have access to the personal information in the collected data. Fifth, in order to
guarantee the ethical presentation of the results, namely in the qualitative research, | sent quotes
used in the study to my contact person, asking him to identify misleading information which
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was dropped from the study. Finally, I agreed with my contact person to publish the data from
the questionnaire online anonymously.

Ethical considerations related to the research community

This thesis also followed several ethical obligations related to the research community. First,
each paper involved in this thesis presented the methods in detail to help other researchers
understand and follow my steps. Second, all the empirical papers were presented at academic
conferences or arranged meetings with colleagues in order to gain valuable feedback from a
community of professional scholars. Third, the three papers went through a peer review process
before being published. This is considered as an ethical strength according to NESH (2016).
Fourth, I made sure to cite all previous works, ideas and findings mentioned in the three papers.
This gives readers a clear idea of the analysis | made in preparing the studies and confirms that
this work was not presented as my own. Fifth, I acknowledged all the people involved in the
studies such as colleagues and friends who gave me feedback and suggestions on my papers.
Finally, I disclosed the funding received from the publication fund of UiT, The Arctic
University of Norway.
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4 Introduction to the Individual Papers

This chapter presents brief summaries of the three research papers included in this thesis. Each
summary outlines the research question, theoretical frameworks, methods and contributions
and key findings.

The three research papers included in this dissertation respond to the gaps and contribute to the
literature as shown in Table 8. The three papers are positioned in the literature of legitimacy
and draw directly on the legitimacy concept by Suchman and Scott. Suchman’s theory was used
in the qualitative study in order to understand how internal legitimacy theory can be used to
understand what happens in a large established company during a change. However, Scott’s
theory was used in the quantitative studies in order to develop and test a model that explores
how internal legitimacy is built in a large established company and how the company select its
sustainable practices. Therefore, each paper focuses on specific aspects as covered in the overall
theoretical framework. Thus, all research papers analyse the sustainability and internal
legitimacy theory from a particular perspective, as described in Table 8.
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Table 8. Overview of the papers and their role in answering the overall research question

Paper

Research question

Level of
analysis

Theory

Gaps

Contributions

Paper 1: Energy
companies in
transition:
Seeking
legitimacy or
legitimation?

Paper 2:
Legitimacy for
sustainability: A
case of a strategy
change for an

Oil and Gas
company

Paper 3: A surge
toward a
sustainable
future:
Organisational

change and
transformational
vision by an Oil
and Gas
company

What is the role of
legitimacy in
creating a shift
towards sustainable
development?

How does an
established
company build
internal legitimacy
for investment in
clean technologies
under conditions of
institutional
change?

How does an
established
company manage
its sustainable
transition?

Organisational

Individual

Individual

e Sustainability

e Internal
Legitimacy

o Strategy
change

o Sustainability

e |nstitutional
theory

o Strategy
change

¢ Sustainability

e Institutional
theory

¢ Organisational
Change

¢ [nnovation
Selection

e Limited literature on the
role internal legitimacy
plays in developing a new
sustainable strategy.

Limited qualitative
evidence/studies on
internal legitimacy and
sustainability.

There is a need to study
sustainability when it
makes substantial changes
in the company.

Limited quantitative
studies on how to measure
sustainability in large
established companies.

Lack of quantitative
studies concerning
sustainability project
selection.

Little effort has been made
concerning sustainable
transition initiatives in
management studies.

¢ Provides a comprehensive understanding of the role
internal legitimacy plays in creating a sustainable shift in
a large established company.

o Answers calls for more qualitative studies of established
companies undergoing sustainable change by developing
theoretical propositions.

e Recommendation of using legitimacy theory in order to
understand how sustainability is carried out in practice.

o Make a methodological contribution to the research of
sustainability and internal legitimacy through a
questionnaire.

¢ Develop a theoretical model that measures the factors
that influence a large established company to build its
internal legitimacy (internal identity).

¢ The theoretical model and the survey can be applied in
different research contexts, industries and companies.

¢ Make a methodological contribution to the research of
sustainable innovation selection and internal legitimacy
through a questionnaire.

o Test a theoretical model that helps us measure the factors
that enable a large established company to select its
sustainable innovative projects.

¢ The theoretical model and the survey can be applied in
different research contexts, industries and companies.
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Paper 1: Energy companies in transition: Seeking legitimacy or legitimation? Published as a
book chapter in ‘Energy and mobility in smart cities’

Introduction: The discussion throughout this paper emphasises that smart cities aim to use
energy that ‘meet the needs of the city and its citizens’ and be ‘clean and sustainable’ (Calvillo
et al., 2013; Pellicer et al., 2013). Thus, to achieve sustainability, this requires government,
citizens, business and non-government institutions to make a change (Albino et al., 2015;
Vanolo, 2014). Smart ‘communities’ are seen as the most essential driver of smart city
development, for instance, they provide access to new technologies and services (Hughes &
Spray, 2002; Yigitcanlar et al., 2018). Equinor is part of the Norwegian ‘community’, and has
placed a significant amount of investment in different types of RE projects such as wind and
solar (Equinor, 2021c). Therefore, this paper uses Equinor as a single case study in order to
investigate how Equinor strengthens its commitment to the environment and creates a shift
towards sustainability. Previous studies have focused on creating sustainable cities and smart
cities through strategies and development projects (Giffinger et al., 2007; Vallance et al., 2012).
However, the evolution of sustainable smart cities remains under-studied and needs more
empirical research (Kitchin, 2015). Thus, this paper aims to answer the research question ‘What
is the role of legitimacy in creating a shift towards sustainable development?’

Theory: This paper adopts the three analytical elements of legitimacy theory by Suchman
(1995): moral, pragmatic and cognitive, in order to understand how Equinor reshapes its
strategy toward sustainability. Moral legitimacy includes evaluation of a company and its new
business goals (Aldrich & Fiol, 1994; Parsons, 1960), and enables the company to determine
whether their business goals are ‘the right thing to do’ (Bloodgood et al., 2017). Pragmatic
legitimacy addresses the self-interested calculation of a company’s direct stakeholder
(Suchman, 1995). Cognitive legitimacy involves either support or acceptance of a company’s
actions based on some ‘taken-for-granted’ cultural accounts (Bloodgood et al., 2017).

Method: The paper conducts a qualitative single case study from the OG sector because they
face specific challenges with demands for improving their sustainability. 12 interviews with
Equinor employees collected over a three-year period and followed a semi-structured narrative
approach (Yin, 2014b). This approach enabled us to delve deeper into the legitimacy process,
where three main elements of legitimacy were compared. In addition, secondary data were
collected through Equinor’s documentation, such as webpages, annual reports, sustainability
reports, etc. Analysis: The data were coded first with a deductive analysis based on legitimacy
theory, and then followed by an inductive approach based on our raw data. A pattern-matching
technigque was used as a final stage to compare the patterns of results obtained from our study
with patterns from past studies, knowledge and theory (Gibbs, 2002).

Contributions to the thesis and key findings: This paper uses internal legitimacy theory in
order to explore how a sustainable transition occurs in a large established company. This is
essential because large established company needs to establish its internal legitimacy for their
new strategy (Du et al., 2007; Yoon et al., 2006). In the context of the overall thesis, this paper
offers a qualitative approach that complements the largely quantitative focus in the other two
papers. Furthermore, the paper draws attention to the role of moral legitimacy in reshaping the
company’s strategy towards sustainability. This was related to the direct support from the
Norwegian government, the board of directors and the employment of a CEO who is interested
in investing heavily in RE. Pragmatic legitimacy showed us the different views of the
employees, whereas many employees perceive a new sustainable transition as a business
opportunity. However, the translation process of sustainable development will continue within
the company until the sustainable transition is complete. Cognitive legitimacy showed us that
the majority of employees understand and accept the company’s shift towards sustainability,
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because they understand the changing market and believe in their competence to provide
citizens with RE products that have social, environmental and economic benefits.

56



Paper 2: Legitimacy for Sustainability: A case of a strategy change for an oil and gas
company. Published in ‘Sustainability’

Introduction: Compared to the previous paper, this paper focuses on how employees translate
new sustainable activities into a benefit for the company. Previous studies indicate that
individuals play an important role in the company; however, their role is almost missing,
especially when the change is outside the organisational context (Hoerndlein et al., 2012;
Suddaby, 2010). For companies like Equinor that chose to develop new sustainable
technologies outside their core business, this requires them to build their internal legitimacy
(Deephouse & Suchman, 2008; Hargadon & Douglas, 2001). Therefore, this paper builds on
work done on legitimacy and creates a measure of a company’s internal legitimacy of
sustainability and aims to answer this research question ‘How does an established company
build internal legitimacy for investment in clean technologies under conditions of institutional
change?’

Theory: This paper adopts the institutional theory and its three pillars (regulative, normative,
cognitive) by Scott (1995a), in order to understand the factors that enable Equinor’s employees
to legitimise the new sustainable activities, internally. The regulative pillar consists of rules and
laws regulated by government or other authorities that force a company to support new business
(Scott, 2014; Diez de Castro et al., 2015; Scott, 1995a). The normative pillar involves values
and norms regulated by individuals who introduce, evaluate, select and implement the
company’s new action (Diez-de-Castro et al., 2018; Munir, 2002). The cognitive pillar deals
with the company’s understanding and interpretations in a wider belief system and cultural
frame (Dart, 2004; Munir, 2002; Scott, 2014).

Method: This paper employs a quantitative single case study and draws on a survey conducted
between 2017-2019 at Equinor. A web-based survey was developed and distributed among
people in Equinor who have specific knowledge of sustainability. In addition, this paper
develops four hypotheses and a model of an OG company profile by applying the three
institutional pillars.

Analysis: After undertaking data screening, the results left us with a dataset of 91 responses.
However, to test the developed hypotheses and validate a model fit, the paper uses multiple
regression analysis by using AMOS (Software Analysis of Moment Structures).

Contributions to the thesis and key findings: This paper aims to make a methodological
contribution by developing a valid measure of the three institutional pillars. Thus, this paper
develops and empirically validates a survey for measuring the institutional profile of an OG
company. This indicates that internal legitimacy theory can be used to understand the
employees’ role in framing organisational identity in order to shape its strategic direction. In
the context of the overall thesis, this paper provides a more comprehensive overview of the
literature and contributes to a richer understanding of legitimacy. Thus, this paper indicates that
regulative and normative pillars have significant and positive effects on sustainable transition,
while the cognitive pillar has an insignificant effect as shown in Table 9. This reveals that
Equinor employs regulative and normative legitimacy to justify their transition towards
sustainability. This means that employees consider their management team as the initial
supporter for sustainability. At the same time, the results show that employees have a self-
interest to shift the company towards a new sustainable market.
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Table 9. Regression Weights ®

Estimate S.E. C.R. P
Transition <— Regulative  0.342 0.102 3.358 o
Transition <— Normative  0.264 0.097 2.717 0.007 **
Transition <— Cognitive 0.169 0.145 1.164 0.244

b # D <0.001, * P < 0.01.
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Paper 3: A Surge Toward a Sustainable Future: Organisational change and transformational
vision by an oil and gas company. Published in ‘Journal of Contemporary Administration’

Introduction: This paper follows paper 2, but aims to understand the factors that enable a large
established company under sustainable change to select its new sustainable activities. Previous
studies found that sustainability transition requires several actors and interests to develop
sustainability in companies (Markard et al., 2012). In addition, Frandsen et al. (2013) show that
sustainability adoption occurs when employees support the company’s efforts to move toward
a more sustainable future. Therefore, this paper fills the lack of quantitative studies concerning
innovative project selection issues (Kudratova et al., 2018), and aims to answer the research
question ‘How does an established company manage its sustainable transition?’

Theory: This paper also adopts the institutional theory and its three pillars as described in paper
2, in addition to theories such as organisational change and innovation selection. Researchers
like Tushman and O'Reilly (2002) indicate that organisations are required to change and
respond quickly to market change when new modes of innovation demand it. This requires
organisations to shape their structures in relation to commitments of their participants and
external parities (Selznick, 1957). In addition, the internal selection mechanism deals with the
overall corporate strategy, competition, competence and strategic action (Burgelman & Siegel,
2008). Thus, institutional theory and innovation selection are used in this paper in order to
examine the role of legitimacy in selecting new sustainable projects.

Method & Analysis: This paper applies the same methodological procedure and survey as
described in paper 2.

Contributions to the thesis and key findings: This paper aims to make a methodological
contribution by empirically testing and validating a survey instrument for studying innovation
selection criteria toward sustainability in a large established OG company as shown in Figure
14. In the context of the overall thesis, this paper extends the literature on sustainability and
institutional theory by taking into account a more complete range of understanding of the
innovation selection criteria and what factors affect employees to make a selection decision. As
shown in Table 10, the results show that regulative and normative pillars (H1a and H1b) have
a statistically significant effect and strengthen the effect of innovation selection on sustainable
transition, while the cognitive pillar (H1c) shows a statistically significant but negative effect.
This might be due the to the addition of the two mediating variables (drivers/barriers). Thus,
the regulative and normative pillars play an essential role in selecting sustainable projects. The
normative pillar presents the strongest factor in all pillars, due to the fact that this paper focuses
on selecting innovative sustainable projects rather than on shaping its new strategic direction.
This shows that employees play a key role in selecting new sustainable projects and introducing
them to the top management team. The regulative pillar indicates that employees believe in
their management team and their contribution of shifting the company from OG into a mixed-
energy company. In addition, the results in Table 10 show that the addition of the two mediating
variables drivers H2 and barrier H3 have not been supported in this study. Finally, the
moderation variable (management experience) shows different results on different pillars as
shown in Figure 15. However, by focusing on the normative pillar (H4b and H4e), as it shows
the strongest effect on innovation selection, it shows that employees who have management
experience have a self-interest to shift the company toward sustainability, and they are willing
to introduce new sustainable activities to the top management team.
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Figure 14. Methodological Framework derived from paper 3

Table 10. The direct/indirect effects of the model?

Direct/indirect path }f:(;[:sl::irjll.‘::; Lower Upper p-value Sti:S::::ed
H2 Normative --> Drivers --> Selection -0.011 -0.090 0.020 0.429 -0.016
H3 Normative --> Barriers --> Selection 0.032 -0.001 0.091 0.112 0.047
H1b Normative --> Selection --> Transition 0.234 0.104 0.401 0.001 0:223***
H2 Cognitive --> Drivers --> Selection 0.012 -0.027 0.073 0.523 0.027
H3 Cognitive --> Barriers --> Selection -0.034 -0.081 0.003 0.131 -0.076
Hlc Cognitive --> Selection --> Transition -0.202 -0.301 -0.101 0.001 -0.296***
H2 Regulative --> Drivers --> Selection 0.007 -0.010 0.054 0.348 0.011
H3 Regulative --> Barriers --> Selection 0.042 -0.001 0.100 0.105 0.063
Hla Regulative --> Selection --> Transition 0.161 0.067 0.301 0.001 0.158"**

Note. a. *** p < 0.001,** P < 0.01,* P < ().()5.+ P'e0i1
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5 Conclusions and Implications

The current shift in the global energy system is changing the energy industry market. This
pushes the growth of the electrification market and creates a global competition in the energy
sector (World Energy Council, 2019). Therefore, large established companies are expected to
take responsibility for reproducing their own technologies in a sustainable way, but not
expected to engage in new sustainable innovations outside their own routines (Geels, 2002;
Hoogma et al., 2002). OG companies are, thus, expected to pursue incremental improvements
in their own technologies. This is due to the fact that OG companies have their own market in
the energy system and their competences, capabilities and routines are related to the extraction
of hydrocarbons (Hess, 2014). Thus, developing clean energy such as RE technologies is
expected to be happening by small start-up firms and not by large established companies
(Hockerts & Wiistenhagen, 2010).

However, recent studies have showed that several large OG companies are expanding their
investments in RE and taking an essential role in developing new clean technologies (Apajalahti
et al., 2018; Wesseling et al., 2015). According to this, several researchers are studying the
sustainable transition in large established companies. For example, a recent study about
sustainability transition developed by Méakitie (2020) shows the importance of resource
redeployment (market-specific vs. general-purpose resources, technological vs. organisational
resources) in explaining how large established companies contribute to accelerate sustainability
transitions. Furthermore, Makitie et al. (2018) argue that technology, actors and networks play
an important role in shifting large established OG companies towards clean markets such as the
offshore wind market. Steen and Weaver (2017) have studied the engagement of large
established energy companies through diversification to new energy markets. Spath et al.
(2016) address the role key actors play in facing the challenges of sustainable mobility. In
addition, Smink (2015) investigates the difficulties that might face fossil fuels companies to
move away from their products.

This reveals that existing studies in the field of sustainable transition have paid insufficient
attention to understand the strategic process of introducing new sustainable activities in large
established companies. For instance, Turnheim and Sovacool (2020) call attention to richer
studies in various areas such as types of actors required to make a sustainable change, actors’
strategies to achieve a sustainable change, actors strategic positioning and resources needed to
support that change. In addition, Zahraie et al. (2016) ask for more research on how large
established companies carry out sustainable technologies in practice, and how a company’s
different actors reshapes their strategy in order to change their business environment.

Considering the lack of the literature in this area, this thesis aims to fill the gap by answering
the dissertation’s overall research question: ‘What is the role internal legitimacy plays in
shifting a large established company towards sustainability?” Thus, by using internal
legitimacy theory, this thesis extends the literature on internal legitimacy and strategy change
by understanding the use of internal legitimacy theory qualitatively, and develop and test a
model quantitatively.

This final chapter summarises the whole thesis and is organised in three parts. First, it begins
by summarising the main findings and theoretical contributions derived from the three research
papers. The discussion focuses on the linkages and interactions between the papers, and how
they contribute to the overall research question and the theoretical implications developed from
the papers. It also presents the dissertation’s overall conceptual model based. Second, it presents
the major limitations and important areas for further research. Finally, it addresses some
practical implications for policy makers and firms.
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5.1 Key Findings and Theoretical Development

Adding to the debate of the role of large established companies in innovative spheres.
Researchers have accepted the Brundtland definition of sustainability and achieved an
‘authoritative status’ (Baker, 2006, p. 17). However, Barr (2008) argues that Brundtland’s
definition has a ‘technocentric’ focus and is, thus, emphasising a ‘human-centred’ nature
(Moffatt, 1996). This means that it falls within the weak paradigm of sustainability (Davies,
2013). Conversely, researchers such as Dobson (1996); Dryzek (1997) take sustainability as a
precondition for human life which recognises environmental limits (strong approach).
Therefore, ‘a middle of the road approach’ is necessary in order to make progress towards
sustainability (Davies, 2013). This means that people at the weak paradigm must understand
that technological solutions may not always be available, while those at the strong paradigm
must understand that we, as humans, have an essential role on earth (Davies, 2013).

However, ‘the middle road approach’ is complex because it aims to link humanity and nature
and meet a common ground (Davies, 2013). Therefore, in order to bring the two ways closer
together, a minimum requirement for sustainability is essential, which is ‘ecosystem resilience
and basic human needs’ (Hediger, 1999, p. 1120). Hediger (1999, p. 1121) argues that
reconciling weak and strong sustainability requires a link between economic perspective and
natural capital. Therefore, achieving the goal of sustainability is feasible if these two elements
are fulfilled.

This thesis showed an example of ‘the middle road approach’, and explored the role of internal
legitimacy in developing a transition towards sustainability in a large established OG company.
In addition, this thesis developed three empirical papers, in which each of them addressed
different aspect of research question. (1) Paper 1 helps strengthen the link between internal
legitimacy and strategy. (2) Ppaper 2 and 3 help develop the concept of internal legitimacy as
will be shown next.

Developing the ‘How’ approach for understanding Sustainability

Understanding the concept of sustainability within the context of a company setting is not
straightforward. In this thesis, | discuss several aspects of sustainability and focus on
substantive sustainable actions rather than symbolic actions that a company makes.
Furthermore, measuring the degree of such substantive activities in companies is similarly
challenging (Baumgartner & Rauter, 2017; Sandhawalia & Dalcher, 2015).

A contribution from this work may therefore be the way that how sustainability in a company
is discussed, understood and operationalised. For example, changing the selection criteria
towards a more sustainable focus in a company requires a change in a company’s deep level
and therefore including ‘innovation selection’ and ‘sustainable transition’ in this thesis is
essential. The term innovation selection was used in this thesis in order to measure the decision
criteria for selecting a new sustainable innovative project. These criteria are based on the three
triple bottom line concerns (environmental, social and economic impacts), in addition to other
criteria such as, interesting market, using competence covered by the company’s competence,
etc. However, sustainable transition was used in this thesis in order to measure the company’s
intention towards integrating sustainability in its agenda. For example, measuring a company’s
intention to develop new sustainable and environmental goals. Thus, the internal selection
criteria in this thesis includes company’s intention to move towards a sustainable focus, and
their decision for selecting sustainable projects.
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However, these changes require a company to develop a new strategy that meets a company’s
sustainable goals. In addition, securing legitimacy from internal stakeholders is essential during
organisational change (Bridwell-Mitchell & Mezias, 2012; Clark et al., 2010; Gioia et al.,
2000).

Therefore, this thesis uses internal legitimacy theory in order to help understand how a company
functions and understand how a company shapes its structures in relation to the commitments
of their participants (Meyer & Scott, 1983; Selznick, 1957). The next section shows the link
between legitimacy and strategy.

Strengthening the link between legitimacy and Strategy

The literature review presented in chapter 2 revealed that existing studies in the field of
sustainability have paid insufficient attention on how established companies curry out
sustainability in practice (Engert et al., 2016; Moldavska, 2017). The empirical analysis
conducted in the appended papers found a link between internal legitimacy and strategy. This
link enables us to understand how internal actors react to institutional pressures and reshape the
company’s strategy. This section aims to show how the empirical findings from the appended
papers fill the gap founded in previous studies and answer the dissertation’s overall research
question.

Legitimacy theory is well developed in research, however, research on internal legitimacy still
remains ‘underexplored and undertheorized’ (Sapir, 2020). Thus, responding to the request for
more qualitative studies on internal legitimacy (Binz et al., 2016; Kishna et al., 2017), | decided
to start my research by a qualitative study related to Suchman (1995) legitimacy theory and its
three analytical elements; moral, pragmatic and cognitive. Qualitative data is considered
essential in understanding internal legitimacy because internal legitimacy depends particularly
on organisational storytelling and the narrative structure through which these stories are
expressed (Carter, 2013; Golant & Sillince, 2007).

The semi-structured narrative interviews enabled me to gain a deeper understanding of Equinor
sustainable transition process and how its employees relate to sustainable challenges. Thus, the
findings suggest that Equinor’s strategic change towards sustainability was driven by moral and
pragmatic legitimacy. First, moral legitimacy is responsible for reshaping the company’s
strategy towards sustainability. This was related to the support from the Norwegian
government, board of directors and the employment of a CEO. Second, pragmatic legitimacy
shows that most employees consider a sustainable transition as a good business opportunity.

Having explored that moral and pragmatic legitimacy can provide a comprehensive
understanding of the role internal legitimacy plays in creating a sustainable shift in a large
established company, the next task was to test the relationship between internal legitimacy and
strategy. Therefore, two quantitative studies addressed the gap identified in the literature by
providing quantitative evidence. However, as mentioned in chapter 2 that Suchman’s moral and
pragmatic legitimacy and Scott’s regulative and normative pillars are overlapping, in which
they focus on evaluating a company’s activities, developing new rules, strategies and policies,
and engaging employees in a new change. Thus, | chose to use Scott (19953, 2014) and its three
pillars ; regulative, normative an cognitive in my quantitative studies, because they are well
measured in previous studies.
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Responding to the request for more quantitative studies on the individual’s behaviour,
especially when a change is outside the company’s context (Hoerndlein et al., 2012; Kudratova
et al., 2018). The two quantitative studies fill the gap by developing and validating a model that
helps us understand the factors that enable a large established company to build its internal
legitimacy and select its new sustainable practices.

The findings show that the evolutions of a sustainable strategy in Equinor company is employed
by regulative and normative pillars. First, regulative pillar plays an important role in reshaping
the company’s new strategic direction. In this regard, the management team is considered the
initial supporter for sustainability, is responsible for adopting sustainable commitment and
establishing new policies that aim to enhance a sustainable transition in the company. Second,
the normative pillar plays the most essential role in strengthening and facilitating new
sustainable activities in the company.

As a result, the three studies suggested that internal legitimacy theory enables us to understand
the strategic shift in a large established company. The regulative pillar in this thesis claim that
formal rules and laws have a powerful strength to reshape the company’s strategy. In addition,
normative pillar claims that employees play an important role in strengthening and facilitating
new sustainable innovative projects in the comapny. This shows that the company’s employees
accept the sustainable strategic change in the company, and see it as the way toward future
opportunities. However, cognitive pillar claims that it has almost zero effect on the dependent
variables. Which means that employees may be in search of new knowledge related to
sustainability. This raises a question: how employees facilitate and strengthen a new sustainable
shift in the company at the same time they are in search of new knowledge. This might be
understood as people in the company have their own social beliefs and norms that make them
select what is considered ‘correct’. This gives us an impression that the employees do not want
to be associated with something considered ‘negative’, and therefore they decided to be part of
this change.

Developing the Concept of Internal Legitimacy

This thesis fills a gap in the literature and aims contribute to the literature of legitimacy, strategy
and sustainability by developing and validating a model that helps researchers understand the
role that internal legitimacy plays in shifting a large established company towards sustainability
as shown in Figure 16. The papers helped develop this conceptual framework by developing
and testing the use of internal legitimacy theory in understanding internal selection criteria of a
large established company. First, paper 1 is used as a guiding approach for the quantitative
papers. Second, paper 2 measured and tested the direct relationship between the three pillars of
legitimacy and sustainable transition. This was essential to develop and empirically validate a
survey instrument for measuring how a large established OG company build its legitimacy.
Third, paper 3 added more variables that aimed to develop and empirically validate the overall
conceptual model.
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Figure 16. Dissertation’s overall conceptual framework

Figure 16 shows that institutional theory and its three pillars provide a deeper understanding of
how a large established company reshape its strategy and make its internal selection choices.
As explained before, the fundamental transformation process towards sustainability is
considered as ‘sustainable transition’. In addition, the ‘innovation selection’ is used in the
model in order to measure the degree of sustainability which represents the decisions made
before developing a new sustainable innovative project. Thus, the internal selection criteria in
the company are measured by sustainable transition and innovation selection. According to this,
Figure 16 shows that sustainable transition (dependent variable) depends jointly on innovation
selection (another dependent variable) and the three pillars of institutions (independent
variable). In addition, drivers/barriers are mediators.

In this respect, the findings indicate that regulative legitimacy encompasses new strategies and
policies to the company. This result supports the arguments of Deegan (2014) who confirmed
that regulative legitimacy is essential to ensure the survival of the company. The findings also
indicate that regulative and normative pillars play an important role in legitimising the new
activities in the company. These results support the findings by Drori and Honig (2013) who
indicate that regulative and normative legitimacy play an essential role in framing
organisational identity and shaping its strategic change. In addition, the findings indicate that
the normative pillar plays an important role in strengthening and facilitating new direction in
the company, and selecting and implementing new activities. These results support the finding
by Palazzo and Scherer (2006) who indicate that normative legitimacy is engaged in by
different stakeholders to help ensure access to resources and markets, and leads to the continuity
of the company. However, the cognitive pillar was not well supported. This leads us to believe
that cognitive legitimacy requires more time to be achieved so that everyone in the company
understands and accepts a company’s change. In fact cognitive legitimacy is difficult to achieve
and this was also found in other studies such as Oftedal et al. (2018). This result was also
supported by previous studies which view cognitive legitimacy as a visible symbol of
legitimacy that is difficult to assess since it aims to consider acceptance by outside parties
(Idowu et al., 2013). In addition, Laifi and Josserand (2016) argue that cognitive legitimacy
would be automatically achieved when regulative and normative legitimacy are legitimised in
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the company. Finally, drivers and barriers were not supported neither. This shows that this case
company itself was responsible for reshaping the company’s strategy, and there was little or no
evidence that drivers/barriers have any effect on the company’s selection criteria. This might
be due to the reason that this case company is partly owned by the state, and the government
plays an important role in reshaping the company towards sustainability.

As a result, these findings suggest that internal legitimacy might be useful to understand how a
large established company shifts its strategy. As such, the findings of this thesis may be
carefully start opening the ‘black box’ of the inner dynamics leading to shift in internal selection
criteria. This is illustrated in Figure 17 in order to better understand what happens inside the
micro level once the black box is opened.

( Basis of Competitive ]
" Advantage

A

Official Corporate
Strategy

A

Strategic
Action

4

3

Distinctive
'L Competence J

Figure 17. lllustration suggesting how internal legitimacy can be used once the black box is
opened

As suggested by the results of this thesis, internal legitimacy theory might play an important
role in understanding a sustainable shift that occurs in a large established company. An
interpretation of this may be that, on one hand, the regulative pillar enables researchers to
understand how official corporate strategy works. Thus, the regulative pillar enables
researchers to understand how a company evaluate its activities and its new business goals
(Aldrich & Fiol, 1994; Parsons, 1960), and establish new laws and rules in order to influence
future behaviour (Alexiou & Wiggins, 2019; Scott, 2014). On the other hand, normative
legitimacy enables researchers to understand how strategic action works. Thus, the normative
pillar enables researchers to understand how a company’s internal stakeholders introduce,
evaluate, select, accept and implement the company’s new actions (Dart, 2004; Diez-de-Castro
et al., 2018; Munir, 2002).

According to this, this thesis makes some theoretical and methodological contributions into the
field of organisational studies particularly in legitimacy theory, strategy and sustainability.
First, this thesis supports the debate that large OG companies started to expand their activities
and invest in new sustainable activities that are outside their core business e.g., RE activities.
Second, this thesis strengthens the link between strategy and internal legitimacy. Thus, it
provides empirical evidence (interviews and survey) for using internal legitimacy theory as a
tool to understand how a new strategy (e.g., sustainable strategy) is implemented in a large
established company. In addition, this thesis developed a questionnaire and tested it to explore
how a sustainable shift is introduced and managed in a large established company. Finally, this
thesis contributed mainly to the internal legitimacy and help extending the literature by
developing a conceptual model, as presented in Figure 16. The conceptual model suggests, in

67



the first step, using internal legitimacy theory as a tool to understand any strategic shift that
occurs in large established companies. In addition, in the second step, it helps understand how
large established companies undergoing change make its internal selection choices. In addition,
this thesis supported the results from previous studies that regulative and normative pillars
encompass new choices in a large established company under a change.

5.2 Limitations and Implications for Future Research

This dissertation has several limitations which enables potential avenues for further research
on organisation studies, mainly on large established companies undergoing change. First, the
dissertation is primarily based on a single case study from the specific context of the OG
industry. Focusing on a single OG company as an empirical setting limits the generalizability
of its findings. Therefore, to increase the ability of generalizing the findings, further research
concerning other cultures, regions, companies, industries and research contexts is needed, to
better understand the complex relationship between sustainability and legitimacy.

Second, this thesis is based on a part-government-owned company in Norway, a country that is
committed to work within EU sustainable principles. In this way, the government’s opinion
weighs heavily when selecting a new CEOQ. This shows us a top-down approach where the
government, board of directors and managers were responsible to reshape the company’s
strategy towards a more sustainable focus. In addition, the Norwegian government supports
companies it owns, such as Equinor, to be sustainable. This makes it easier for the Norwegian
government to shift the company towards a sustainable transition and drive social,
environmental and economic growth through strategies and policies. State-owned companies
are also obliged to report their activities and how they work to achieve sustainability. This
makes state-owned companies more engaged in sustainability. However, the situation is
different within non-state-owned companies because they have different goals and objectives
that are related to public value. Thus, private companies might find it difficult to change,
develop or use new sustainable technologies. In addition, driving private companies towards
sustainability requires financial resources and time which delay the change in such companies.
Accordingly, Thus, Equinor as a case study of this thesis may allow for method bias that
employs regulative and normative legitimacy. Therefore, case studies from private-owned
companies are needed to assess the validity of the findings.

Third, for the purpose of this thesis, | focused only on internal legitimacy in order to understand
how choices are made in a large established company. However, further research can also be
made on external legitimacy in order to know how their actions are perceived by the wider
public.

Fourth, this thesis investigated the factors that led Equinor to develop new sustainable regimes
outside their boundaries by investing in RE. However, Equinor works continuously on
improving the efficiency of their OG production, by capturing and storing carbon underground.
Thus, measuring the actual impact of their innovative sustainable actions on their core business
was not the focus of this study. Therefore, further research can measure the factors that lead
large established companies to introduce sustainable innovations within their core business.

Fifth, this thesis adopted a single case study design in order to understand how new sustainable
innovations are legitimised in the company. However, the empirical data are considered small
when comparing the large population of actors in a company like Equinor. In addition, the data
were collected from a specific population group, which might be a reason that almost similar
answers were obtained. Therefore, future research should test the findings of this thesis in a
larger sample in order to generalise the findings to a wider population.
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Sixth, the two quantitative papers drew upon cross-sectional data that were not appropriate for
studying sustainable changes over time. However, the main reason behind selecting cross-
sectional data was the time limitation, in addition to the probable inability of Equinor to
distribute the survey over three years. This might be solved by future researchers who are
interested to better understand Equinor’s engagement in sustainability over a long time period
and, mainly, after the new investment in solar energy.

Seventh, this thesis also has some theoretical limitations. By focusing on the particular
theoretical concept of legitimacy, | may overemphasise some mechanisms, or fail to recognise
other mechanisms that are useful for understanding a change in an established company. Thus,
there is a need for further research using other theoretical concepts related to introducing
sustainable changes into established companies.

Eighth, some of the results were considered non-significant. For example, drivers/barriers were
not supported by the result. This might be due to the reason that this is a unique case owned
mostly by the Norwegian State, and the sustainable shift was seen as an extension of the
government’s policy toward a low-carbon future. Thus, drivers/barriers did not have any effect
on their decision towards shifting the company into a more sustainable focus. Therefore, further
research concerting other companies and industries is needed to test the measurement on a
larger dataset.

Finally, as a PhD student | faced some difficulties during collecting my qualitative and
guantitative data. The combination of qualitative and quantitative data collection is suitable for
this case study because it enabled me to understand what occurs within Equinor during a
sustainable change. On one hand, the qualitative part provided me with rich in-depth
information and added valuable insights to understand the topic. However, the qualitative data
collection is time consuming. | had to travel to Oslo several times to make the interviews,
whereas each interview lasts between one and one and a half hour. In addition, transcribing one
hour interview can easily take 7 hours of work.

On the other hand, collecting quantitative data was not easier neither in my case, especially
when the case is a large established company. It was difficult to let people fill out the survey,
since it is voluntary to participate in such surveys. In addition, it was not easy to collect the data
without Equinor’s permission and supervision. Furthermore, quantitative data analysis was a
challenge, because | had to learn data analysis from scratch in order to analyse my data.
However, despite all the challenges faced during my PhD study, | consider the data collection
part satisfying because it enabled be to answer the thesis’s overall research question. However,
some foreseen difficulties could be prevented by new PhD students such as, collecting data
from small and medium size companies instead of focusing on large established companies
would be easier, including more than one case study in order to increase the amount of data
collected, focusing on quantitative data collection because it requires less time to collect and
analyse compared to the qualitative one, and collaborating with other researchers/colleagues
who can help analyse quantitative data would save so much time during PhD studies.

5.3 Implications for Practice and Policy

This thesis contributes to organisational studies by investigating the complexity of legitimacy
for an established company undergoing change by demonstrating its role in shifting the
company towards sustainability. The findings provide a measurement tool for researchers to
study organisations undergoing change. In addition, the findings can inform firms and policy
makers about their roles in engaging in introducing sustainability to companies and, thus,
reducing companies’ carbon emissions, as will be shown next.
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Implications for Policy Makers

The Norwegian government stipulates strict rules for protecting the environment. Norway had
already introduced carbon dioxide taxes in 1991 as a step to limit carbon emissions in order to
achieve its long-term sustainable agenda (KLD, 2014). This led the Norwegian government, as
the main shareholder of Equinor, to include sustainability into the core of Equinor’s business,
and invest in RE activities as a step towards a sustainable future. The case study of this thesis
highlights the key role of government in promoting sustainable development. Therefore, the
findings of this thesis provide important messages to policy makers in order to overcome the
environmental challenges that we face today.

First, this dissertation shows a top-down approach where the board of directors, owners and
managers reshaped the company’s strategy and were responsible for introducing sustainable
change in the company. These findings provide a general indication across countries that policy
makers can advance the growth of new sustainable industries to the country. In this regard, the
overarching policy implication from this dissertation is the need to develop and implement
supporting plans that force companies to reduce their carbon emissions, such as the Norwegian
carbon dioxide taxes.

Second, there is a need for policy makers to offer some facilities to companies in order to
encourage them to invest in clean energy. For example, by supporting companies to collaborate
with national and international energy companies and other research institutions. This can be
achieved by supporting network initiatives and providing platforms that facilitate interactions
between companies and policy makers. Furthermore, collaboration between companies enables
them to ensure common understanding about the competence and knowledge needed, and share
goals, risks, responsibility and costs.

Third, policy makers should create a sustainable plan, enhance more investments in clean
energy and scale up private sector investment in clean energy. This provides social and
environmental benefits in addition to what the private sector can capture itself. This is also
important for developed countries to contribute to emission reduction in developing countries
by providing clean energy to citizens. It also helps create job opportunities and the growth of
countries’ future economies.

Fourth, this thesis showed that Equinor made its first RE investment in the UK because the
government of the UK gave subsidies for RE projects. Therefore, it is extremely important for
policy makers to adopt regulations and incentives that reward companies for operating clean
activities such as subsidies and reduced taxes, etc. Thus, policy makers play an essential role in
providing economic incentives and developing clean alternative sources of energy.

Implications for Practice Firms

Today, we are shifting towards a more sustainable world and we need more national and
international sustainable efforts. Companies must listen to external audiences and realise the
responsibility they have when it comes to running their business in a sustainable way.
Therefore, companies are required to understand when and how to develop a sustainable
strategy, and how to manage and organise their business in a sustainable way. However, based
on the results of this thesis, this section sends a clear message to established companies that
helps them overcome the environmental challenges that we face today.

First, based on the interviews of paper 1, Equinor started its first RE project within offshore
wind. Equinor decided to develop offshore floating wind turbines in order to use their existing
OG offshore skills and competences. Therefore, this thesis recommends that established
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companies should use their internal resources and develop innovative sustainable solutions that
are related to their competences and skills. This helps involve existing employees to contribute
to achieve the sustainable goals and find innovative ways to solve problems. In addition, this
helps manage the sustainable shift in the company and achieve sustainable objectives when
dealing with new environmental, social and economic issues.

Second, the interviews show, also, that Equinor engages its internal stakeholders in the
sustainable process that is taking place in the company. Employees are invited to introduce any
sustainable projects to the top management team. This thesis strongly advises established
companies to engage with internal stakeholders in their sustainable development process. In
this regard, employees will have a personal stake in the company and its success, and this
enables them to contribute more. In addition, involving employees in a new sustainable
development process, creates an opportunity for employees to share ideas, work toward a
common sustainable goal and, thus, find that their contributions are valued.

Finally, this dissertation strongly encourages companies to collaborate. This is essential for
established companies undergoing change in order to solve new problems and access new
suppliers and customers. Partnerships give companies several advantages such as sharing risk
and cost, and saving resources (through access to new skills, knowledge and experience that
are necessary to successfully develop the new sustainable technology). Based on the interviews
of the paper, this case study shows us two types of collaboration: first, create partnership
agreements with companies that have relevant knowledge to the desired sustainable technology.
Second, develop an innovative challenge arena where outside institutions (large or small
companies) can submit a proposal that aims to solve a specific problem. In this regard, an
established company can collaborate with a definite company or connect with outside
institutions that can help find solutions and develop innovations to concrete business
challenges.
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Appendix

Appendix A. Overview of interviewees

Interviewee Interviewee’s position Date of interview
1 Senior consultant and sustainability 2014
2 Project manager 2014
3 Engineer - Research and development 2014
4 Engineer - Research and development 2014
5 Strategy and innovation manager 2015
6 Head of innovation special projects 2015
7 Head of corporate strategy development 2015
8 Former chief economist 2015
9 Responsible for wind operations 2016
10 Leading analyst and carb_on capture storage 2016

economist
11 Senior vice president 2016
12 Head of wind assets management 2016
13 Special consultant for exploration activities 2017
14 Special adviser 2017
15 Principal engineer — mapping department 2017
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Appendix B. Interview guide

Legitimacy

Questions

Moral Legitimacy

Pragmatic Legitimacy

Cognitive Legitimacy

How could renewable energy count as a business case for engaging in
environmental solutions?

e What kind of support do you have from Statoil to develop renewable

energy projects? And what kind of benefits do Statoil and society gain
from engaging in renewable energy cases? (Tips: reduced costs,
improve resources efficiency, reduce risk, legal liability, enhance
reputation, improve brand image, other factors?)

¢ Public policy makers adopt regulations and incentives that reward

companies for operating sustainable activities such as enactment of
subsidies, and reduce taxes, etc. Why do you think Statoil developed
renewable energy cases? Do you believe that they engage in renewable
energy cases to achieve such rewards?

How can renewable energy activities benefit Statoil as an oil and gas
company, and how this can benefit the society?

Why did renewable energy projects become part of Statoil strategies?
How do you convince managers/leaders who do not believe in
renewable energy? How do you satisfy different audiences?

What do you think about involving employees in the new sustainable
cases? How would this affect Statoil’s activities? Or why could this be
important for Statoil?

What kind of competence (employee background, managerial
competence/charisma) do you have in sustainability/renewable energy?
And how would this gain social acceptance?

Do you think engaging in renewable energy practises is a right decision
to make now? Why?

How would you describe Statoil concerns on climate risks for Statoil’s
business?

How do you think leaders and government view renewable energy
activities in Statoil? Do you think they support the involvement of
renewable projects as a right decision to make?

How did you find working in renewable energy projects and making
decisions compared to oil and gas for example (degree of difficulty in
dealing with renewable energy projects)?

Do you believe engaging in renewable energy activities helps streamline
decision-making in the long run? How?

How could renewable energy cases be a potential source of competitive
advantage?

e How do renewable energy projects influence Statoil’s image?
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Appendix C. Survey used in the quantitative studies

1. Welcome to My Survey

Thank you for participating in our survey. Your feedback is important.
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2. Introductory Questions

* 1. In your opinion, which methods would be the most effective in helping Statoil to become more

sustainable in relation to the climate and environment?
Please rate each option on a scale of 1 (Not effective) to 7 (Extremely effective).

Investment decision

Invest in more efficient
oil & gas solutions

Invest in Renewable
Energy

Invest in business
outside of the oil and
gas and renewable
energy sector

Not at
all effective

hY

L \_)

- ~

J

M =y

A

Neutral

)

Extremely effective
W, W,
- —~
A I\.
-~ —~
4 I\.

* 2. In your opinion, which of the following drivers can make the biggest impact on the sustainable
development of Statoil? Please rank each option on a scale of 1 (no impact) to 10 (powerful impact)

- Customer expectations

. "Green" strategy

3. Internal requirements

10.

. Corporate Culture

Knowledge of

* sustainability
. Use of new technology

. Development of new

technology

Return on investment of
“green” technology

- Demand from investors

Reputation of the firm

No impact at
all

MNeutral

/

Powerful
impact
( )
\ J
I’I |
- L
( )
\ J
( \'I
. A
' Y
{ ]
L ./
™
[ )
() )
\ J
- —~
(. )
O )
\ /
F ™\
\ ]
. A
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* 3. In your opinion, which of the following incentives would most encourage Statoil to implement
sustainable practices? Please rank each option on a scale of 1 (no effect) to 7 (powerful effect)

Incentives

Governmental financial
incentives
(taxes/subsidies)

New environmental laws
and regulations

Employees’ desire for
more sustainable work
practices

Influence of the
competitive landscape

Influence from
partnerships

Un-

encouraging

J

-~ —
J \
_/ —
J \_/

Extremely

Neutral encouraging
\_) I\_/:' I\._/ \_/’I
Y I ' Y
e L A N
D ® D
J ' \ J
A N f A
) vy o '
J L/ W, J
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3. Position

* 4, Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Statoil has a clear
strategy toward offering
greener alternatives

Renewable energy
activities would open
new markets to Statoil

Statoil is motivated to
introduce new
technologies related to
renewable energy
activities

Statoil views renewable
energy as a source of
competitive advantage

Strongly
disagree

S

S

@,

Meither agree
nor disagree

() )

y
s ~ —~
@ @) <

Strongly
agree

e

* 5. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Statoil develops
renewable energy
products

Statoil has strategies to
develop new renewable
energy products

Statoil aims to support
innovation in renewable
energy activities

Strongly
disagree

S

Meither agree

nor disagree
( ) 3
LS A M
~
pS A N
( D) (
A S

Strongly
agree

* 6. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Statoil is involved in
developing new
sustainable solutions for
oil and gas.

Statoil aims to support
innovation toward
cleaner processes in oil
and gas activities

Strongly
disagree

Meither agree
nor disagree

Strongly
agree
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* 7. What are the most important decision criteria for entering a new innovative project? Please rank the
following criteria on a scale from 1 (Strongly disagree) to 7 (Strongly agree).

Innovation Selection | Strongly Meither agree Strongly
disagree nor disagree agree

1. The project should be ) — — ~ M

within our core strategy S - (- -, \_/ - \_/
2. Itshould be covered by 5 ') \ I y

our competence -/ ~ ~ ~ s N~ —
3 It should represent an 3 ) . N Y ¢ N

" interesting market J et St /) N~ ~ St

It should serve the B - - - i - -
4. interest of our top ) S :. \ @ . __:.

manager

It should achieve high - B - B
5. Return On Investment ) I \ :. \ @ :.

(RO}

It should achieve a
8] » i ~ \ . ~ \ ’ ~

positive environmental ) - . J \_/ \ J

profile

It should achieve a y \ y \
7. positive social profile . / L/ \_J L L/ o/
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4. Sustainability commitment

Regqulative Pillar

Your management team
supports renewable
energy activities

There are incentives for
sustainable activities at
Statoil

Statoil has policies to
enhance its sustainable
development practicies.

‘Your management team
has clear goals to make
Statoil a sustainable
company.

Top management plays
an important role in
making Statoil a
sustainable company.

Normative pillar

Employees want to
contribute to a variety of
susfainable projects in
my unit

Individual initiatives
towards sustainability are
respected in my unit

Sustainable activities are
seen as the way toward
future oppertunities in
my unit

Operating sustainability is
a goal in my unit

In my unit, we believe that
we have a personal
responsibility/commitment
towards society/the
environment

Strongly
disagree

S

Ly

S

Strongly
disagree

~ P
J .
~ —
.. N
J .
4 e

S -
-/ A
— '
S/ N
— '
J N/
N

S NS

Neither Agree
nor Disagree

Neither
Agree nor
Disagree

)

S

)

* 8. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Strongly
agree

* 9. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Stronly agree)

Strongly
agree

L
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* 10. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Cognitive pillar

1 My unit has a good
understanding of
sustainability

My unit has a good
understanding of
sustainable technology

My unit builds
3. knowledge on becoming
more sustainable

My unit is always

4. looking for additional
ways to improve
sustainability

Strongly
disagree
' Y /
\_J \J ./
W, ) W,
) )
. JI I\. A I\. -
~ ~ -
), S

Meither Agree
nor Disagree

\J

-

Strongly
agree

)
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5. Organisational shift

* 11. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Sustainable Transition

Statoil has established
environmental targets to
intreduce a shift toward
sustainability

Sustainability will

2. become considerably
more important to Statoil
in the future

Statoil has implemented
3. sustainability goals into
their overall strategy

This is the right time for
Statoil to introduce
clean activities into their
business practices

Strongly
disagree

Neither Agree
nor Disagree
)} & (
L L p -
J ) O

Strongly
agree
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6. Transition Towards a sustainable future - Competence

* 12. Please assess the following statements on a scale from 1 (Strongly disagree) to 7 (Strongly agree)

Strongly Neither Agree Strongly

disagree nor Disagree agree

Using available

resources from oil and

gas activities would

increase our ) ) () ) ) () )
competence in

renewable energy

activities.

Managing oil and gas

projects would help us

understand the ~ f \ P y \
sustainable renewable / ;\’I ~ / e N /
energy market and turn

it into business

Statoil is using its

experience from oil and

gas activities to 9 ) ! ( ) L) ( )
implement renewable

energy activities

Statoil is transferring

offshore competence - - i
from oil and gas into ) ) ( _'
renewable energy ) -
activities.

New and additional
resources are crucial to
addressing a
sustainable shift at
Statoil
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* 13. What are the main barriers for achieving more sustainable activities in Statoil?
Please rank the following statement on a scale from 1 (Strongly disagree) to 7 (Strongly agree).

Barri

1. Lack of financial funds

Lack of competence and
capabilities

Lack of employee
3. motivation

4. Lack of technology

5 Lack of support from
’ top-management

Lack of Return on
Investment (ROI)

Lack of perceived

7. importance (ex. giving
priority to other
activities)

Strongly
disagree

Neither Agree Strongly
nor Disagree agree
'\ :,-"\:I I,--- -, -"“\_I
-/ / o /
D, C
“\ Y Yy “\I
9, @) C )
“\ Yy £y “\I
/ ) @ /
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7. Background guestions

14. Optional - Used for a drawing to win 4000 Norwegian Kroner !
Please enter the first letter of your first name and your family name

* 15. Gender

\_) Female

’_j Male

* 16. Age
j 25 or younger
) 28-40
) 4185

J 56 or older

* 17. What is the highest level of education you have completed?
J High school graduate
:) College
’_} Trade/technicalfvocational training
_) Bachelor's Degree
/? Master's Degree
_) Doctorate Degree

/? Other (please specify)

* 18. What is your educational background?

) Math and Science

) Engineering

J Economy, Business, & Administration
oL

J Other (please specify)
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* 19. Please identify the field in which you work (ex. exploration, business development, projects,
operations, marketing, etc)

* 20. What is your job title?

* 21. Do you have management experience?

() Yes, with Statoil
.\_) Yes, with another company

: ) No, | have no management experience
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8. Background questions

* 22. How many years of experience do you have?
_:1 4 years or less
’_) 5-10 years
N

) 11- 16 years

’7 17+ years

* 23. Number of years you have been working in the energy field

'_) 4 years or less

N

J 5 - 10 years
ﬁ) 11 - 16 years
5

J 17+ years

24. Do you have any other comments, questions, or concerns?
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Abstract: This study introduces and validates a measure of a company’s institutional profile for
sustainability. It uses institutional theory as a lens to understand the factors that legitimize the
adoption of renewable energy activities in an oil and gas company. The three institutional dimensions
used in this study are regulative, normative and cognitive, which aimed to measure legitimacy in
an oil and gas company under a sustainable change. Survey-based research was carried out among
employees to test this theory. Moreover, structural equation modeling was used to test the model
fit, validate the measures, and test the four hypotheses. The results showed that regulative and
normative pillars play the main role in legitimating renewable energy practices in our case company.
The findings provide researchers and companies with a valuable resource for exploring legitimacy in
order to understand what makes companies legitimize new sustainable activities that are outside the
companies’ core business.

Keywords: validity; model fit; legitimacy; institutional theory; sustainability; oil and gas industry.

1. Introduction

In today’s world, companies are pushed to adopt social and environmental responsibilities within
their strategies and management systems [1,2]. Some companies have developed their own activities
in order to produce more sustainable ones. Other companies have chosen to develop new sustainable
activities and enter new markets. Thus, this approach has become a key item on the management
agenda, and caused stakeholders to adjust their expectations of companies [3,4]. However, established
companies require more work on developing their legitimacy when introducing new technologies [5-7].

The starting point of understanding legitimacy and the legitimation process was developed
by Suchman [8], who explained “"how the organization is built, how it is run, and simultaneously,
how it is understood and evaluated”. However, we know little about how established companies
carry out sustainability in practice [9,10], how possible initiatives are engaged in [4,9], and how
companies legitimate their new technologies during an institutional change [11]. Therefore, the
objective of this paper was to examine the emergence of legitimacy in an established company under a
sustainable change.

There is a tendency to use sustainability for symbolic purposes (to enhance reputation or build a
public image), but not necessarily involve substantial changes in the organization [12]. Thus, even if
sustainability is used in a company’s strategy plan and rhetoric, it still might not trickle down into the
organization and might remain on the surface. This leads to a problem as companies are then judged
on false premises. Another complexity of sustainable transition belongs to measuring sustainability.
It is argued that measuring sustainability is seen as a challenging task since it is difficult to implement
and there is no specific goal to obtain when introducing sustainability within companies [13,14].
In an attempt to examine how an established company legitimizes its new sustainable activities, a
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clear definition of this concept and its key dimensions is needed. It is argued that companies must
be perceived as legitimate to meet and balance the expectations of different stakeholders such as
employees, suppliers, customers, investors, and society as a whole [15,16]. Thus, legitimacy is divided
into two categories, internal and external. Internal legitimacy, on one hand refers to how people in
companies direct the actions that would be beneficial for their companies [17]. On the other hand,
external legitimacy deals with organizational fields, regulatory agencies, professional associations, and
reputation [18,19].

External legitimacy has an impact on companies, triggering them to change in order to maintain
good standards for the society as a whole [20]. However, pursuing clean technologies in companies
requires the companies’ internal resources to undergo a sustainable change because companies are
responsible internally for framing their identity and shaping their strategic direction [17,21]. Thus,
we believe that studying internal legitimacy in companies undergoing change is essential in order to
understand the process of their legitimacy creation.

Thus, this paper builds on work done on legitimacy and creates a measure of an organization’s
internal legitimacy of sustainability. In the present study, we explore this topic by addressing
the following research question: ‘How does an established company build internal legitimacy for
investment in clean technologies under conditions of institutional change’. This question is critical to
our knowledge of legitimacy, and helps us understand the process of legitimating new sustainable
technologies in an established company.

Institutional theory and its core pillars (regulative, normative, and cognitive) are used within
the context of an established oil and gas (OG) company. However, researchers have proven that
institutional theory changes in character and potency over time, and this requires more research in
order to investigate the diversity of viewpoints within the domain of the boundaries of institutional
theory [22].

In this study, our context is the OG sector. OG companies belong to industries that, in the common
conception, are contradictive to the sustainability imperative. OG companies are included in this
category where their core competence and products are finite and, by definition, not sustainable.
In fact, there has long been a dilemma in the OG industry because, while oil is considered as an
unsustainable business, the revenue it generates is substantially larger than any other industry [23].
However, sustainable business is given a higher reputation among civil society, but might not be given
confidence in the stock markets. Thus, with its current investment shift toward renewable energy (RE),
the sector presents an ideal setting for an industry under institutional change.

Agreeing that RE activities are outside the core business of OG companies requires these companies
to enhance their capabilities of integrating RE knowledge and competencies outside their boundaries.
Thus, a sustainable transition in this study is seen as an institutional change that is taking place in an
established company and requires more work on legitimacy. We therefore contribute to existing research
by employing a quantitative empirical approach and thus developing a measurement system (through a
questionnaire) for how the idea of legitimacy is reviewed and measures are derived. The questionnaire
is then tested, followed by the results and discussion. Finally, implications, limitations, and directions
for future research are provided. However, for the theoretical background of our study, we combine
insights from the literature on institutional theory which will be presented next.

2. Theoretical Aspects

The Paris Agreement establishes a global goal on a sustainable low carbon future that includes
commitments from countries to cut their climate pollution [24]. The EU adopted this agreement and
set up policies that aimed to reduce greenhouse gas emissions by 40% by 2030; this has forced EU
countries, companies, and society at large to take action and accelerate the achievement of a sustainable
low carbon future [25]. This has further forced OG companies to support the Paris Agreement and
invest heavily in RE activities [26,27].
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Thus, by providing a three-dimensional institutional profile, we clarify the distinct roles that
the regulatory, normative, and cognitive dimensions play in an OG company; mainly, the roles that
lead to the acceptance of sustainable practices in an OG company. This section provides us with
an introduction to institutional theory and its evolution. It then describes the three institutional
dimensions followed by Scott [28,29] and develops four hypotheses that will be empirically tested later
in the study.

2.1. Legitimacy as A Catalyst for Sustainability

Ideas and innovation have been studied extensively in the literature; mainly how new ideas are
diffused and interpreted in organizations [30,31]. On one hand, the explanation of how new ideas are
diffused leans on the economic theory of efficiency. On the other hand, it is more closely associated
with a sociological perspective and a focus on the social embeddedness of actors. The sociological
perspective leans on the importance of legitimacy for adopting new ideas [32].

This shows that the adoption of the concept of sustainability can be viewed as the diffusion of a
new idea. This paper develops a model of an OG company profile by applying the three institutional
pillars by Scott [28], and measures the factors that lead an OG company to legitimize new sustainable
activities (RE operations in our case). Accordingly, Scott’s institutional context has been applied in the
literature. For example, the concept of a three-dimensional country institutional profile has been used
to explain how a country’s government policies (constituting a regulatory dimension), widely shared
social knowledge (a cognitive dimension), and value systems (a normative dimension) affect domestic
business activity, as developed by Busenitz, et al. [33].

Moreover, another version was later adapted and tested concerning employees’ behavior
toward innovation [34]. In addition, Oftedal [35] confirmed that the institutional pillars framework
measures how a certain concept such as entrepreneurship is legitimized among a specific group.
This illustrates that these measurements show different types of legitimacy in different contexts. Finally,
Oftedal, et al. [36] developed a new version of the institutional pillars in order to test the legitimacy of
student entrepreneurship in universities. As a result, one can conclude that legitimacy has long been
viewed as a catalyst for innovation diffusion [37,38], and we believe that it is well-applied in this study.

The three institutional dimensions exist independently of each other in certain societal constructs.
For example, while the regulative dimension might favor one certain activity, the normative dimension
might favor another. Therefore, it might be difficult to see a real sustainable change within the company
despite the fact that they have improved the company’s overall strategy. This is also considered as an
issue in a company where resistance to a sustainable change would be a large topic in the company.

Furthermore, Suddaby [39] indicates that individuals in any institutional work play an important
role in the company; however, their role is almost missing in institutional research. Thus, there is a
lack of analysis on an individual’s behavior, especially when the change is outside the organizational
context [40]. Therefore, our study aims to contribute to institutional research by understanding how
new sustainable changes are understood and accepted at the individual level (employees) of an OG
company. The next section shows how we applied the theoretical concept of institutional theory to
reflect upon an OG company’s shift toward RE activities.

2.2. Model and Hypotheses

A company is seen as a society in miniature, which shows a culture made up of internal rules,
norms, and beliefs in order to guide day to day behavior [41]. New institutionalism has developed a
sociological view of institutions in order to explain why and how an institution emerges in a certain way
and shapes the behavior of its employees [42]. This approach focuses on the micro level of an institution
and enhances new institutional economics with political outcomes [42]. However, Scott [43] made a
decisive contribution in adapting the new institutionalism by combining the regulative, normative,
and cognitive processes together.
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In addition, Scott [44] believes that the concept of institution and institutionalization can be
defined in different ways. Scott [44] argues that some versions are much more explicit and clearer than
others and include some similarity and little agreement on the definition [44]. Selznick [45] was one
of the earliest and most essential versions of institutional theory, shaping organizational structure in
reaction to the commitments of participants and influences from external parties. Thus, Selznick ([45],
p-16) clearly views institutionalization as a “process”, as something “that happens to the organization
over time”.

Thus, this paper uses institutional theory, which provides deeper and more resilient aspects of
social structure, that enables us to understand how an OG company legitimizes a sustainable transition
internally. We thus adopted the institutional theory approach by Drori and Honig [17], which views
internal legitimacy as “the acceptance or normative validation of an organizational strategy through
the consensus of its participants, which acts as a tool that reinforces organizational practices and
mobilizes organizational members around a common ethical, strategic or ideological vision”. This view
of internal legitimacy explains how the three pillars shape the culture of an organization [17]. It also
shows whether the acceptance of an emergent practice takes a ‘bottom up” approach where employees
at different levels of the resource shape the culture of the organization [46], or when the acceptance
takes a more ‘top down’ approach, where managers/founders shape the organizational culture [47].
Thus, focusing on internal legitimacy plays an essential role in framing organizational identity in order
to shape its new strategic direction [17].

This study looks at some of the elements that we have developed to understand what occurs in
an OG company in transition; Figure 1 shows an illustration of the developed theoretical framework.
Our study, thus, focuses on the development of an appropriate measurement instrument, testing its
validity, reliability, and hypotheses through an empirical study.

.

Regulative
~— lY]

 SE—
H2 Transition towards

Normative
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Multi Group Controls
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Figure 1. Theoretical framework.

Accordingly, the dependent variable in this study (transition toward sustainability) consists of
elements that aim to shift the company toward sustainability. The independent variables include the
three institutional pillars. Thus, this study analyzes the relationship (correlation) between sustainable
transition and the three institutional pillars by hypothesizing the factor(s) that play(s) a crucial role in
legitimizing a company’s transition toward sustainability.

Thus, transition toward sustainability is acknowledged as long-term development goals that
deal with collective or social interests through new technologies and under supportive policies [48].
The sustainable transition in this study is seen as a sustainable energy or a new shift toward a
low-carbon economy. In other words, the establishment of RE activities in an OG company is seen as
the main sustainable transition to a clean energy future.

According to the three institutional pillars, first, the regulative view of the institutional profile
consists of rules and laws regulated by governments or other authorities that force companies to act
in a certain way or provide support for new businesses [28,49,50]. Regulative legitimacy is seen as a
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self-evaluation process that enables an organization to map out its activities in order to achieve societal
welfare [51].

Second, the normative view of the institutional profile involves values and norms regulated by
individuals who introduce, evaluate, select, and implement the organization’s new actions [52,53].
Normative legitimacy is seen as a ‘self-interested” assessment that enables the individuals to accept its
activities based on tangible outcomes of the value they receive [54].

Finally, the cognitive view of an institution deals with the company’s assumptions that determine
its beliefs and interpretations in a wider belief system and cultural frame [29,53,55]. Cognitive
legitimacy is seen as an evaluation or judgement that is required to assess regulative and normative
legitimacy [51].

However, in order to fill the lack of research on the company’s legitimation strategies, we identified
the three pillars in this study as represented in Table 1. First, the regulative pillar deals with the new
policies driven by the management team that aim to face the external pressures by governments and
other authorities such as the Paris Agreement. Thus, the regulative pillar focuses on the internal
policies and strategies initiated by the management team. We thus hypothesize that:

Hypothesis 1. The regulative pillar has a positive effect on transition toward sustainability.

Second, the normative pillar focuses on the employees and their understanding of the value they
receive from the new sustainable activities shift that is taking place in the company. Thus, the normative
pillar measures the employees’ attitudes and their understanding of the sustainable development
process. We thus hypothesize that:

Hypothesis 2. The normative pillar has a positive effect on transition toward sustainability.

Third, the cognitive pillar focuses on the company’s beliefs that lead to acceptance of its sustainable
shift in a wider range of systems and then captures the perception of ‘taken-for-grantedness’. We thus
hypothesize that:

Hypothesis 3. The cognitive pillar has a positive effect on transition toward sustainability.

In addition, we are interested to know if gender differences matter in sustainable transition. Based
on Outsios [56], Polk [57] claims that women are more willing to adopt sustainable actions than men.
We thus hypothesize that:

Hypothesis 4. The positive effect of the three institutional pillars on sustainable transition is stronger for
females than for males.

Table 1. Dimensions of institutional theory.

Construct Regulative Normative Cognitive

. F 1 rules, laws, i ives, . .
Definition adapted gfl?rilar:csss :t‘:rsn mi(e;?;:\(sz Societal expectations, values, Beliefs, bodies of knowledge
from [58,59] 8 o4 P ’ norms and duties. ! 8¢

standards and procedures.
e  Sustainability knowledge

Paradigm for change

Polices to

enhance sustainability.
Clear goal

to sustainability.

e  Attitudes among

employees that influence
the adoption of
sustainable activities.
Sustainability is seen as
a goal.

Sustainable initiatives
and contributions.

and competence among
employees are perceived
as accepted in

the company.

Good understanding of
sustainability and new
sustainable technologies.
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Table 1. Cont.

Construct Regulative Normative Cognitive

e  Support from the
management team.
Motivation for change e Incentives and sanctions
that promote
sustainable activities.

Sustainability is seen as a Looking for ways to improve
future opportunity. sustainability.

No personal responsibility
Obstacle to change No incentives. towards the environment and
society.

No ability to build knowledge
on future sustainable projects.

3. Research Method

This paper employed a quantitative analysis stemming from a survey conducted between
2017-2019 in one of the leading OG companies in Europe. This section explains the empirical context
of our study and describes and analyzes the dataset. It also validates the model fit of the study and
tests the developed hypotheses that explain how internal legitimacy for new sustainable activities is
built in an OG company.

3.1. Oil and Gas Industry toward Renewable Energy

Europe’s growth strategy aims to reduce greenhouse emissions by 20% where RE is expected
to provide 27% of the total energy production by 2030 [60]. Wilks [61] confirms that the RE sector
is growing fast, and that the OG industry should play a serious role in developing RE activities.
This requires large greenhouse emissions producers such as the OG field to enter the RE market.

This paper presents a European OG company committed to providing the world’s energy needs in
a responsible manner. The company’s petroleum activities are crucial for its country’s financial growth.
In addition, sustainability is already part of the company’s overall strategy and they work continuously
to reduce their emissions when producing OG. However, the increasing need for energy and a low
carbon future is being recognized faster than ever before. In addition to the external pressures to
reduce the climate change effects of greenhouse gases [62,63], this has forced the company to be part of
the low carbon transformation and introduce an alternative clean energy such as RE.

Thus, the transition toward sustainability is considered new at this company. This means that the
company’s employees understand the overall sustainability strategy, but this does not guarantee that
investing in RE is considered accepted by everyone in the company. This is due to the fact that the
development of RE activities by major OG companies requires different corporate strategies that aim to
achieve a long-term economic advantages [64]. For this reason, the next sections will empirically show
how we measured and validated the model fit of this study.

3.2. Description of the Dataset

This study included a Likert scale (ordinal variables) where structural equation modeling (SEM)
and Chi-square test statistics are a key diagnostic to measure the model fit [65,66]. SEM is one of the
most powerful tools being increasingly used in social sciences to test and evaluate multivariate causal
relationships [67]. It was used in this study to check the overall goodness of fit in the model, improve
the model fit, and validate the reliability and stability of the model [67]. Thus, SEM is used to explain
the relationship between latent variables by one or more observed variable, and to determine how far
the theoretical model fits the data [68]. In addition, a good fit of the model is essential for determining
whether the conclusions about participants on the scale are valid [69].

Thus, we developed a survey instrument that allowed us to empirically validate a survey that
measures the profile of the company’s employees as a key driver for legitimizing a sustainable future,
as shown in Table 2. This section contains a brief review of our methodological approach, adopted
from MacKenzie, et al. [70], as shown in the scale development procedure in Figure 2. In the first step,
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we developed and refined our institutional measures, then we created our survey, pre-tested, and
distributed it. These measures were used in the scale evaluation and validation as a second step.

Table 2. Items for measuring the institutional pillars.

Variables Items

Your management team supports renewable energy activities

There are incentives for sustainable activities at X Company ***

X Company has policies to enhance its sustainable development practices

Your management team has clear goals to make X a sustainable company

Top management plays an important role in making X a sustainable company

Employees want to contribute to a variety of sustainable projects in my

unit ***

Individual initiatives towards sustainability are respected in my unit ***

3. Sustainable activities are seen as the way toward future opportunities in my
unit ***

4. Operating sustainability is a goal in my unit ***

In my unit, we believe that we have a personal responsibility/commitment

towards society/the environment

My unit has a good understanding of sustainability

My unit has a good understanding of sustainable technology

My unit builds knowledge on becoming more sustainable ***

My unit is always looking for additional ways to improve sustainability ***

X Company has established environmental targets to introduce a shift toward

sustainability***

2. Sustainability will become considerably more important to X Company in the
future ***

3. X Company has implemented sustainability goals into their overall strategy

4. This is the right time for X Company to introduce clean activities into their

business practices

%

Regulative Pillar

S

N

Normative Pillar

o

%%

Cognitive Pillar

SN e

Transition toward sustainability

Step 1 Step 2
@
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& Refinement / Revise & Pre-test) / Dlstnbute Evaluation &
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institutional theory (colleagues and based survey among e Model Validity
¢ Item generation employees) employees at our ¢ External Validity
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instruments
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with employees
Figure 2. Scale development procedure.

3.3. Step 1: Development and Refinement of Institutional Measures

Institutional theory is used as a powerful explanation for both individual and organizational
action [22]. In this study, we used a specific company as an example for the OG industry in which RE
has become institutionalized, focusing our study on a European OG company.

Accordingly, we began operationally developing the institutional profile of our study that is
related to sustainable practices. We derived a large pool of items from the institutional literature,
particularly from the three pillars of institutions by Scott [29,43], as shown in Table 2, which indicates
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the items relevant to our research question and were used in this study [71]. For the regulatory pillar,
five items were generated that focused on management policies supporting new sustainable businesses
(renewable energy), the management role in making a sustainable company, and indirect government
support for OG companies that came through incentives. The intent of the regulatory pillar was
to measure the institutional arrangements that would affect an OG company’s business agenda as
a whole.

The normative pillar consisted of five items focusing on employees’ contributions to sustainable
activities and their sustainable goals and personal responsibility toward society and the environment.
The purpose of the normative pillar was to measure the employees’ engagement in the company’s
sustainable shift. Finally, the cognitive pillar included four items with the aim to accelerate the
company’s awareness of sustainability, enhance sustainable knowledge, and thus promote sustainable
development. The aim of the cognitive pillar was to measure sustainability awareness in the company
that will more likely help manage new sustainable activities.

In addition, our dependent variable (transition toward sustainability) included four items as
described in Table 2 that focused on the employees” perception of the new sustainable transition that
is taking place in the company. This includes environmental goals and targets that will make the
company more sustainable.

By following the methodological approach suggested by MacKenzie, Podsakoff and Podsakoff [70],
we first developed conceptual definitions for the three institutional pillars related to the introduction
of RE activities in an OG company. We then developed a web-based survey and conducted several
pre-test rounds with twelve experts; six academic experts and six employees from our case company.
They reviewed the original survey and helped shape the content and form a survey that resulted in
better data quality. Our survey used a seven-point Likert scale because it works better with educated
samples [72]. The data to evaluate the model were gathered among employees from a European OG
company in the period between 2017 and 2019.

4. Data Analysis and Results

Our case company is a broad energy company that involves thousands of employees. However,
due to its high policy, the company allowed us to collect the data by distributing our survey through our
contact person via the company’s internal network. Therefore, our data included only the participants
who voluntarily filled out our survey, resulting in a dataset of 113 respondents.

After undertaking data screening, we excluded 21 respondents who had missing values, in
addition to one unengaged respondent who gave the exact same response for every single item. We had
also three variables with missing values, all less than 5% missing, which we replaced with the mean.
This left us with a dataset of 91 responses. In addition, we intended to do a skewness and kurtosis
variable screening test to find if there were any abnormal variables. We found two abnormal variables:
regulative (item 5) and transition toward sustainability (item 4).

Exploratory factor analysis (EFA) was used to regroup our variables into a limited set of items
so that relationships and patterns between variables could be easily interpreted and understood [73].
In addition, maximum likelihood and ProMax rotation were selected and used to estimate the factor
loadings and because it is more useful when undertaking confirmatory factor analysis (CFA) in
statistical Software Analysis of Moment Structures (AMOS) [74]. When applying the EFA, a decision
was made to drop the abnormal items (regulative 5 and transition toward sustainability 4). Then, we
forced the factors to extract four factors and dropped the problematic items one by one respectively;
cognitive 2, normative 5, transition 3, regulative 4, and regulative 1. The final pattern matrix table is
displayed in Table 3. Table 3 contains the rotated factor loadings that shows how the variables were
loaded significantly on each factor and represents the correlation between the variables and the factors.
The four-factor solution provided meaningful factors that reflected regulatory, normative, and cognitive
pillars and transition toward sustainability, explaining 73.67% of the variance. The Kaiser-Meyer-Olkin
(KMO) test was 0.87 and the Bartlett’s test was significant. However, Cronbach’s alphas confirmed
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an internal-consistency coefficient for the regulatory pillar (0.88), normative pillar (0.87), cognitive
pillar (0.93), and transition toward sustainability (0.69). Thus, the final survey instrument consisted of
11 items: two items for the regulative pillar, four for the normative pillar, three for the cognitive pillar,
and two items for the transition toward sustainability as shown in Table 2 (text displayed in ***).

Table 3. Pattern matrix @.

Factor
1 2 3 4

Cronbach’s Alpha 0.932 0.873 0.876 0.69
Regulative Pillar 2 0.775
Regulative Pillar 3 0.989
Normative Pillar 1 0.541
Normative Pillar 2 0.613
Normative Pillar 3 0.997
Normative Pillar 4 0.726
Cognitive Pillar 1 0.647
Cognitive Pillar 3 0.955
Cognitive Pillar 4 0.920

Transition 1 0.871

Transition 2 0.567

Extraction method: Maximum likelihood. Rotation method: Promax with Kaiser normalization. ? Rotation
converged in five iterations.

4.1. Step 2: Scale Evaluation and Validation

In our study, we chose to validate the survey instrument with employees in different positions
in the OG company. The survey was distributed mainly to people who had a deeper knowledge of
relevant sustainability business issues than the rest of the company. The survey was administered to
employees who faced major sustainability changes and invested heavily in RE activities as a step to
move from an OG into a broad energy company. In addition, our case company engaged its employees
in its sustainable activities in order to meet its new challenges, which makes the three institutional
pillars relevant in this paper. The survey was conducted in two languages, English and the local nation
language of the country where the company is located. Of the respondents, 71 filled out the survey
online and 20 respondents filled out a paper-based survey. Most respondents (43%) were between 41
and 55 years old and (37%) were between 26 and 40 years old. Slightly more than half of the sample’s
members were men (52%).

4.1.1. Model Fit

We used SEM to perform a CFA on the company institutional profile measure. CFA was used to
verify the factor structure that was extracted from the EFA [75]. However, since we are in the early
stages of developing our model, we applied a common method bias (CMB) that will allow us to test the
fit of the model by using a common latent factor (CLF) against the alternative one without the CLF [76].
We first ran the CFA on the reduced model (11 items) and measured the correlations among the latent
variables. We had to drop one item (normative 1) due to low loadings between factors. We then ran
the CMB and compared the unconstrained common method factor model to the fully zero constrained
common factor model. The Chi-square test by Gaskin [77] showed a significant p-value as shown in
Table 4.
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Table 4. Common bias method test results.

Chi-Square  df p-Value  Invariant?

Overall Model Step 1. Provide Chi-square and df for

Unconstrained 214 19 unconstrained and constrained models,
Fully constrained 56.9 29 and provide the number of groups. The
Number of groups 2 thresholds will be updated automatically.

Groups are different at the model level.

Difference 35.5 10 0.000 NO Check path differences.

The result provided evidence of a problem in the fully constrained model (CFI = 0.96, RMSEA =0.10,
GFI = 0.89, and PCLOSE = 0.019), which led us to retain the actual model with the CLF as shown in
Figure 3. In other words, the model with the CLF method showed a better model fit (CFI = 0.997,
RMSEA = 0.037, GFI = 0.995, and PCLOSE = 0.563).

e1)-#=| Cognitive_1 43

B

A5

Transition_2

Figure 3. Confirmatory factor analysis results (unconstrained model where all paths are constrained to

Zero).

Our assumptions was based on Hair, et al. [78], who defined the comparative fit index (CFI) as an
incremental fit index, and is accepted when the values are between 0 and 1; the higher value indicates
a better fit. Root mean square error of approximation (RMSEA) represents how well a model fits a
population, and it is accepted when the value is between 0.03 and 0.08. Goodness of fit index (GFI) is a
fit statistic that is less sensitive to sample size, and the possible range of GFI is 0 to 1 where a higher
value indicates a better fit. However, according to Kenny, et al. [79], a fit indices in confirmatory factor
analysis (PCLOSE) measures the fit indices in CFA and helps understand the sampling error in the
RMSEA. It is normally used for small DF and low N models, and is accepted when it is greater than
0.05.

The shortened scale, with three cognitive, three normative, two regulatory, and two sustainability
toward transitions items was retained. Thus, the CFA was performed on the 91 responses by adding
the CLF in order to capture the common variance among all observed variables in the model.

However, in order to examine which items contributed to a sustainable transition in an OG
company, multiple regression analysis was run by Statistical Package for Social Sciences (SPSS) software.
The general model takes the following equation:

Y = ﬁ0+ﬁ1*R€g. +52*N07m.+,33*Cog+g

where Y refers to the dependent variable (transition toward sustainability) and represents transition 1
and transition 2; Reg. represents regulative 2 and regulative 3; Norm represents normative 2, 3, and
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4; and Cog. represents cognitive 1, 3, and 4. In addition, fy represents constants; §; represents the
unstandardized coefficients for each independent variable (derived from Table 5); and ¢ represents the
error term. After doing the analysis, the equation takes the form:

Transition toward sustainability = 2.14 + 0.34 *Reg. + 0.26 *Norm. + 0.17 *Cog. + ¢

Table 5. Coefficients 2.

Unstandardized Standardized Collinearity
Model Coefficients Coefficients Statistics
B Std. Error Beta t Sig. Tolerance VIF
(Constant)  2.135 0.303 7.041 0.000
1 Regulative ~ 0.342 0.104 0.377 3.301 0.001 0.481 2.081
Normative  0.264 0.099 0.303 2.671 0.009 0.488 2.049
Cognitive 0.169 0.148 0.101 1.145 0.256 0.811 1.234

@ Dependent variable: Transition.

4.1.2. Model Validity

External Validation

Another objective of this study was to validate a measure of the company institutional profile.
Thus, it required some comprehensive validity assessments to ascertain the utility of this measure [80].
Therefore, the goal of testing a SEM is measuring concepts in a reliable and valid manner [78]. In this
section, we aimed to test how well the variables related to one another by measuring reliability,
convergent validity, and discriminant validity. Thus, by using a formula provided by Gaskin [77],
as presented in Table 6, we automatically calculated the construct reliability (CR), average variance
extracted (AVE), and maximum shared variance (MSV).

Table 6. Reliability and validity results '.

CR AVE MSV  MaxR(H) Regulative Cognitive Normative Transition

Regulative 0.881  0.787  0.461 0.882 0.887

Cognitive 0935 0.829  0.677 0.963 0.524 0.910

Normative 0904 0.759  0.677 0.914 0.587 0.823 0.871

Transition 0.714 0.556  0.461 0.724 0.679 0.603 0.589 0.746

1 CR measures the internal consistency of the variables and is accepted when it is 0.7 or higher. AVE (convergent
validity) assesses the degree of correlation between two variables of the same concept, and is accepted when it is
higher than 0.5. MSV (discriminant validity) measures the extent to which a construct is truly distinct from another,
and it should be less than the AVE [78].

Construct Reliability (CR)

We assessed the CR of each pillar of our institutional profile, as shown in Table 6, and found that
all of the measures met the threshold suggested by Hair, Black, Babin and Anderson [78] (CR > 0.7).
Thus, the scales show an excellent reliability for the three institutional pillars. In sum, the scales
underlying our company institutional profile showed very good internal consistency.

Convergent Validity (AVE)

We measured the convergent validity of each institutional pillar as shown in Table 6. This is
essential in the SEM in order to understand which pillars share a high proportion of variance in
common. We found that all of the measures met the threshold suggested by Hair, Black, Babin
and Anderson [78] (AVE > 0.5). We also compared our measures to a survey question contained
in a publication of the international conference on information system [40]. The mentioned study
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asked actors to rate their institutional influences on adopting green innovations that were outside the
organizational context on a five-point Likert scale. We found that our regulatory pillar (0.79) correlated
positively (P < 0.03) to their regulatory pillar (0.82). In addition, our cognitive pillar (0.94) correlated
positively (P > 0.26) to their cognitive pillar (0.68). However, our normative pillar (0.56) correlated
positively (P < 0.09) to their normative pillar (0.65). In sum, these comparisons indicate a respectable
correspondence between our measures of the regulatory, cognitive, and normative pillars and relevant
variables from external sources.

Discriminant Validity (MSV)

We measured discriminant validity in order to understand the difference between these pillars
and the phenomena they capture. This is essential in order to know if one measure (institutional
pillar in our case) is distinct from another measure [78,80]. The results from Table 6 show that the
discriminant validity (MSV) is supported in the three pillars (regulatory, normative, and cognitive)
(MSV < AVE). This means that the three institutional pillars influence internal employees to legitimize
sustainable changes, and attempt to start or manage sustainable activities in the company. The next
section will show how we tested our hypotheses, and which pillar will take a stronger role to build
internal legitimacy.

4.2. Testing Hypotheses

In order to test our hypotheses, we imputed the factor scores for our variables and looked at the
influential records in the dataset by using Cook’s distance analysis, which found one record with an
abnormal Cook’s distance. We decided to remove it from our data in order to strengthen the regression
weight, which we will later observe in our results. Furthermore, we performed a multicollinearity
test in order to predict the correlation between the independent variables themselves and with
the dependent variables. Therefore, we intended to test the tolerance that measures unexplained
independent variables by other independent variables in the model, and it should be greater than
0.1 [78,81,82]. In addition, we tested the variance inflation factor (VIF) that translates the tolerance
value in order to express the degree of multicollinearity, and it should be less than 3 [78,81,82]. Thus,
results presented in Table 5 shows that we did not have any multicollinearity problems (tolerance >
0.1, VIF < 3).

As aresult, our new causal model was built by AMOS and left us with a good model fit (CFI = 0.999,
GFI =0.992, PCLOSE = 0.413, and RMSEA = 0.032). This also shows that our model explains 46% of
the outcome data (R = 0.46). In addition, Table 7 shows the regression weights for our model and
indicates that H1 (regulative pillar) and H2 (normative pillar) have significant and positive effects on
sustainable transition.

Table 7. Regression weights °.

Estimate S.E. CR. P
Transition <— Regulative ~ 0.342 0.102 3.358 e
Transition <— Normative  0.264 0.097 2.717 0.007 **
Transition <— Cognitive 0.169 0.145 1.164 0.244

b+ D <0.001, ** P < 0.01.

However, in order to test H4, we undertook a Chi-square difference test for the whole model, as
shown in Table 8 [77]. We found that the Chi-square difference test was not significant (P = 0.228),
indicating that the effect was not different for males than females. We then measured the Chi-square
for each single path (regulative, normative, and cognitive) and found a non-significant P value for
each path of 0.206, 0.274, and 0.183, respectively. As a result, we concluded that H4 is not supported,
meaning that the measures are the same across groups and between paths.
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Table 8. Chi-square test across two groups (female/male).

Chi-Square  df p-Value  Invariant?

Overall Model Step 1. Provide Chi-square and df for
Unconstrained 100.4 58 unconstrained and constrained models,
Fully constrained 1159 68 and provide the number of groups. The
Number of groups 2 thresholds will be updated automatically.
Groups are not different at the model level,
Difference 3.763 3 0.228 YES however, they may be different at the
path level.

Finally, a post-hoc analysis was tested to make sure that our non-significant effect on gender
and cognitive legitimacy was truly not significant. Post hoc test is required when a hypothesis is not
supported, and it should be greater than 0.8 [78,83]. Our post-hoc result gave us a value of 1, meaning
that our non-significant effect was valid.

5. Discussion

Measuring sustainability is seen as a challenging task since it is difficult to implement and there is
no specific goal to obtain when introducing sustainability within companies [13,14,51]. Therefore, we
found it interesting to measure legitimacy among employees in an OG company, because they shape
their legitimacy based on their experience within the company [51]. This enabled us to understand
how employees direct actions, practices, and values and understand how they translate these actions
into a benefit for their organization [17].

Our findings offer interesting insights into the literature on institutional theory and contribute to
a richer understanding of internal legitimacy. Other studies have focused on the emergence of new
institutional practices [84,85], the evolution of new institutions [86,87], or the role of individuals in
embracing or undermining new practices [46].

The institutional theory presented here draws attention to how an established company under
a sustainable change builds its internal legitimacy. The developed model is built around the three
institutional pillars and sustainability and aims to analyze the employees’ role in shifting an established
OG company to a broad energy company. Based on the model, our key findings reveal that our case
company employed regulative and normative legitimacy to justify their transition toward RE activities.

Our findings present regulative legitimacy as the important carrier of shaping the sustainable
transition in the company. The company’s employees consider their management team as the
initial supporter for sustainability. This shows that the management team is responsible for adopting
sustainable commitments and establishing new policies that aim to enhance the sustainable development
practices in the company. At the same time, our results show that normative legitimacy plays an
important role in strengthening the sustainability transition. This shows that the employees have a
self-interest to shift the company toward a sustainable future and that they see sustainability as the
way toward future opportunities. However, cognitive legitimacy was not supported in this study.
Cognitive legitimacy requires more time in order to be achieved so that everybody in the company
understands and accepts the sustainable shift that is taking place in the company.

Thus, our study shows that the company’s employees understand the environmental issues and
the sustainable development change that is taking place in the world. They also believe that OG
companies should change in order to help the environment, accelerate the transition toward clean
energy, and cover that need in the market. This emphasizes that the change must be achieved internally
in order to enhance the actual shift toward sustainability afterward.

We empirically explored the rhetorical justification for investments in new sustainable technologies,
and found significant support in both regulative and normative legitimacy. Our findings support
previous work by Drori and Honig [17], who argued that regulative and normative legitimacy play an
essential role in framing organizational identity and shaping its strategic direction. In addition, Laifi
and Josserand [88] argued that gaining cognitive legitimacy would be automatically achieved when
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regulative and normative are legitimized in companies and should be adopted on a large scale when
the new change becomes taken-for-granted.

These results are expected for a company under sustainable change for several reasons: (1) People
see that a large OG producer such as our case company should focus on producing OG that gives the
company the most profitable business; (2) people consider that there is still a market demand for OG
even if RE is growing very fast; and (3) some see that investing in RE is a risky business for an OG
company since it is outside the core business and requires new skills, competencies, and technologies.

In line with our argument above on regulative and normative legitimacy as a carrier of sustainable
change, previous research shows that commitment leads to the adoption of responsibility standards [89].
In our study, we argue that new policies, new sustainable strategies, and self-interest can accelerate the
institutionalization of sustainability in an OG company. This complements previous studies that have
identified regulative and normative legitimacy as contributors.

Additionally, we observed that gender has no effect on legitimizing new sustainable practices.
This is surprising, given the previous research suggesting that women are more willing to adopt
sustainable action [56,57]. However, we believe that sustainability is becoming essential in companies
that are striving to adopt sustainability in their organizational culture.

Our contribution to the literature is based on an OG company under sustainable change; a
situation where the company has to legitimize its investments in RE practices. This is essential in
order for an OG company to meet its internal uncertainties, especially when it is investing in new
technologies that are outside its core business. We propose that regulative and normative legitimacy
are a potential indicator of institutional change in an OG company and a carrier of a new sustainable
process. We thus indicate that the OG sector is at a crossroads of intersecting legitimacy for the new
sustainable technologies populating it.

6. Conclusions, Limitations, and Future Studies

Our study aimed to make a methodological contribution to the research of legitimacy by developing
a valid measure of regulative, normative, and cognitive legitimacy. In this study, we developed and
empirically validated a survey instrument for measuring the institutional profile of an OG company
under a sustainable transition. This study showed us a ‘top-down” approach where the regulative
pillar plays the essential role in legitimizing the investment of sustainable activities in an OG company.
The normative pillar also plays an important role in legitimizing the company’s investment of
sustainable activities. More information about our results is summarized in Appendix A.

This study contributes to the broader literature on legitimacy by developing a measure of all three
institutional pillars of legitimacy that can be adapted for different research contexts. Thus, our study
makes two contributions. First, our company institutional profile can serve as a tool to understand
employees’ acceptance of the new sustainable transition that is taking place in the company. Second,
the study helps researchers and companies understand the relevance of the three pillars and the role
they play in adopting new activities. This is important for companies to improve their institutional
environment for sustainability.

We believe that our instrument was conceived as an initial measure of a company institutional
profile for legitimizing sustainability. Our sample represents a specific example of a European OG
company. Additional studies in other cultures, companies, industries, and research contexts would
help generalize our method in the future. This can be done through developing or applying our survey
instrument in a broader context and comparing it with other methods. This would show us how other
companies would act and which pillar plays the essential role in legitimizing their new investments.
Thus, more research on legitimacy as an institutional theory will help us understand the complexity of
this phenomenon and enhance our understanding of organizational culture in different industries.

In sum, the scales developed in this study can improve both the empirical and theoretical rigor of
legitimacy. The scales underlying our OG company institutional profile have valid reliability, external
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validity, and discriminant validity. Thus, this institutional profile should provide a useful tool with
which researchers can explore a variety of issues regarding legitimizing new activities in companies.

Informed Consent

Informed consent was obtained from all individual participants included in the study.
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Appendix A Summary of the Analysis of Hypotheses

Hypothesis Quantitative Analysis Comment

The positive relationship between regulative pillar and

transition toward sustainability was supported. This

Hypothesis 1 Supported . Y PP ..
confirms that our case company has new policies and

strategies to invest in RE practices.

The positive relationship between normative pillar and
transition toward sustainability was supported, but comes

Hypothesis 2 Supported second place after the regulative. This also confirms that
internal employees are engaged and have a self-interest
toward the new sustainable shift in the company.

The relationship between cognitive legitimacy and transition

toward sustainability was not supported. This informs us

. that sustainable activities are not fully legitimized in the

Hypothesis 3 Not Supported . oY es .
company. The sustainable activities have been introduced

recently in the company, and it requires more time to be

accepted by everyone in the company.

The relationship between gender and transition toward
sustainability was not supported in this study. This shows

Hypothesis 4 Not Supported that there is no gender effect on legitimizing sustainable
activities. This shows that the employees are interested in
making the OG company a cleaner one.
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H RESUMO

Contexto: como reflexo do chamado das Nagoes Unidas para que se busquem
solugoes para os desafios climdticos atuais e se reduza a emissio de CO2 pelas
empresas, hd uma grande necessidade de que as grandes empresas ndo apenas
empreguem a terminologia referente A transigio para a sustentabilidade, mas
também implementem estratégias ¢ adotem solugbes alternativas sustentdveis.
Objetivo: este estudo preenche uma lacuna na literatura ao desenvolver e
validar um modelo que ajuda os pesquisadores a compreender os fatores que
permitem a selecio de novas prdticas sustentdveis no 4mbito de uma grande
empresa em transi¢io para a sustentabilidade. O modelo desenvolvido utilizou
teorias de transi¢io para a sustentabilidade e a teoria institucional com trés pilares
(regulativo, normativo e cognitivo) para ajudar a compreender a natureza dos
critérios de selecio de inovagio da empresa. Método: realizou-se uma pesquisa
do tipo survey junto a funciondrios de uma empresa de gds ¢ petroleo, e realizou-
se uma modelagem de equagbes estruturais para testar o ajuste do modelo,
validar a pesquisa e testar as hipSteses. Resultados: identificou-se que os pilares
normativos e reguladores exercem o papel principal na selecao das atividades
de energia renovével como um primeiro passo da empresa em direcio a um
futuro sustentével. Concluséo: os resultados fornecem aos pesquisadores um
modelo valioso para a compreensao dos principais critérios para a seleio de
novos projetos sustentdveis em empresas estabelecidas.
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INTRODUCTION

We have moved into a world where the environment,
with its natural resources, is becoming endangered due to
the growth of emissions (Wenzel & Alting, 2004). This has
led international organizations and political efforts to meet
problemslike climate change, inaddition to finding solutions
and encouraging people to change (Molcho & Shpitalni,
2006). The United Nations (UN), for example, is working
toward a goal to limit the average global temperature to
no more than two degrees Celsius (United Nations, 2016).
This has forced companies to change their environmental
engagement and invest in sustainable activities (Miras-
Rodriguez, Dominguez-Machuca, & Escobar-Peréz, 2015).

In particular, many companies have considered
sustainability as a management tool that identifies the
company’s position in relation to sustainable development
(Baumgartner, 2003). For example, researchers report
that integrating sustainable strategies into overall business
can bring several benefits: triggered innovations that
are efficient in the use of resources, development of new
environmental markets, improved corporate image,
product differentiation, enhanced competitive advantage,
and economic growth (Porter & Van der Linde, 1995;
Shrivastava, 1995). However, meeting climate objectives
requires technological and organizational changes in
business activity (Molcho & Shpitalni, 2006). This growing
interest in sustainability calls for more research to better
understand how sustainability is developed in companies
(Binz, Harris-Lovett, Kiparsky, Sedlak, & Truffer, 2016;
Kishna, Niesten, Negro, & Hekkert, 2017).

Integration of sustainability in companies has been
extensively studied. For example, it has been found that
sustainability adoption occurs when employees support
corporate efforts to move toward a more sustainable future
(Frandsen, Morsing, & Vallentin, 2013). Markard, Raven,
and Truffer (2012) have also found that sustainability
transition requires different actors and interests to
make sustainability part of the company. Furthermore,
Daneshpour and Takala (2016) indicate that renewable
energy (RE), social satisfaction, efficiency improvement,
and innovation are the key drivers to achieve sustainability.
However, Kudratova, Huang, and Zhou (2018) indicate
that there is still a lack of quantitative studies concerning
sustainability project selection. Consequently, this paper
fills the lack of quantitative studies and aims to explain how
an established company selects its sustainable, innovative
projects to meet global environmental challenges.

The world today faces fundamental sustainability
challenges in several areas, energy supply being one of them
(International Energy Agency [IEA], 2017). The oil and
gas (OG) sector, for example, is challenged by social and

environmental pressures to engage with low carbon energy
transition. This has forced OG companies to move toward
a cleaner market and invest in RE. However, given that RE
is outside the core business of OG companies, this requires
such companies to gain legitimacy in order to meet the
expectations of different stakeholders such as employees,
suppliers, customers, investors, and society as a whole
(Fisher, Kotha, & Lahiri, 2016; Jawahar & McLaughlin,
2001). Thus, companies in transition are required to
include changes in wuser practices, technological and
institutional structures (Markard, Raven, & Truffer, 2012).
At the same time, selecting a new sustainable project is a
difficult process especially for established companies in
transition. Thus, this paper uses institutional theory and its
three pillars: regulative, normative, and cognitive, as a tool
to understand how people in established companies make
their sustainable choices and aim to perceive these choices
as legitimate internally.

This study creates a measure of a company’s
innovation selection that helps us understand how a
new sustainable culture in an established company is
maintained. Thus, this topic is explored by addressing
the following research question: How does an established
company manage its sustainable transition? This question
contributes to existing literature by employing a quantitative
empirical approach and developing a questionnaire for how
the idea of innovation selection is reviewed. Thus, this
paper is structured as follows: First, relevant literature on
institutional theory and sustainability are reviewed. Second,
theoretical background, theoretical model, and hypotheses
are provided. The article continues with a description of
research methodology, testing of the model, followed by the
results and discussion. Finally, conclusions, limitations, and
directions for future research are provided.

THEORETICAL FRAMEWORK AND
HYPOTHESES

In this section, streams of literature are reviewed that
are of major relevance to this study, namely sustainability,
institutional theory and innovation selection. This helps
develop the theoretical framework, understand how an
established company manages its sustainable activities, and
create hypotheses that will be tested later in the study.

Sustainability: principles and practices

The conceptof sustainable development hasbeen raised
since the introduction of the Brundtland report in 1987 as
“development which meets the needs of current generations
without compromising the ability of future generations to
meet their own needs’ (United Nations, 1987). Sustainability
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in this study is seen asa commitment that enables an established
company to develop new clean alternatives and aims to
achieve new perspectives such as social and environmental
development, rather than focusing on economic gains.

Previous research indicates that studies on sustainability
have expanded rapidly (Caprar & Neville, 2012; Freeman
& Soete, 1997; Grin, Rotmans, & Schot, 2010; Khalili-
Damghani, Sadi-Nezhad, Lotfi, & Tavana, 2013; Markard
etal., 2012). For example, Kemp (1994), Kemp, Schot, and
Hoogma (1998), and Schot, Hoogma, and Elzen (1994)
have investigated the factors that have led companies to
develop new sustainable regimes, while others were concerned
with examining how companies manage transitions toward
sustainability. In addition, Markard et al. (2012) highlight
that relatively little effort has been made concerning
sustainable transition, especially within the domains of
management studies such as sustainable transition initiatives
and sustainable project selection criteria.

Furthermore, other researchers have considered clean
innovation as one of the core drivers for sustainable shifts in
industry, focusing mostly on innovation systems and the link
between societal and technical regimes (Markard et al., 2012).
Other researchers highlight that sustainability transition is a
narrow field that needs more in-depth quantitative studies
concerning how this transition could be undertaken in
practice and how a sustainable strategy process is measured
(Engert, Rauter, & Baumgartner, 2016; Kudratova, Huang,
& Zhou, 2018; Musiolik, Markard, & Hekkert, 2012).

As a result, Galbreath (2009) and Hahn (2013)
show that some companies still find it difficult to integrate
sustainability into business strategy and there is a need for more
research concerning how companies select their sustainable
projects. Therefore, in order to fill the lack of research, this
study follows an OG company that is experiencing a major
period of transition (low oil price and climate challenges) and
aiming to introduce RE practices into its business. This would
create uncertainty in the OG company, which is aiming to
invest heavily in alternative, cleaner sources of energy and
adapt new technologies in their production in order to
meet sustainable measures and standards. The next section
introduces a viable theoretical framework and hypotheses
developed to answer the research questions of this paper.

Theoretical model and hypotheses

Sustainability transition

Researchers like Tushman and O’Reilly (2002)
indicate that organizations demand change and renewal
when new modes of innovation demand it. This allows
organizations to respond quickly to market change and secure

their survival and growth (Tushman & O’Reilly, 2002). This
paper focuses on a sustainable change that happens in an OG
company. Sustainability transitions can be defined as “long-
term, multi-dimensional, and fundamental transformation
processes through which established socio-technical
systems shift to more sustainable modes of production and
consumption” (Markard et al., 2012, p. 956). Sustainability
transition, in this study, is viewed as an introduction to a
sustainable shift (RE) in an OG company and is seen as a
long-term goal of the company’s overall strategy, as indicated

in Table Al.

Researchers show that there is a rapidly growing
amount of literature in the field of transition studies
(Markard et al.,, 2012). This includes studies such as
infrastructures and transitions (Loorbach, Frantzeskaki, &
Thissen, 2010), the transformation of the energy system
(Schreuer, Rohracher, & Spith, 2010), and actor strategies
(Farla, Markard, Raven, & Coenen, 2012) in addition to
studies to address environmental problems in companies and
which aim to explore new commercial opportunities related
to new technologies (Smith, Stirling, & Berkhout, 2005).

New sustainable innovations do not offer user benefits,
but they do offer a collective good that scores lower on price
than established technologies (Geels, 2011). This makes
it difficult for companies to replace existing technologies
without changing their company policies and regulatory
framework (Geels, 2011). This also demands changes in
their institutional systems, organizational culture, and
technological configurations (Gaziulusoy & Ryan, 2017;
Loorbach, 2010).

In addition, Tushman and O’Reilly (2002) show
that managing organizational change requires a strategic
imperative that is reflected in organizational culture,
structure, and practices. For instance, researchers like
Selznick (1957) have developed institutional theory that
aims to study how organizations shape their structures
in relation to the commitments of their participants and
external parties. In addition, Orji (2019) identifies the
sustainable drivers and barriers that might enhance or block
sustainability transition in companies. Other researchers
such as Michaelides, Bryde, and Ohaeri (2014) have studied
management experience and its effect toward investing
in sustainable activities. Therefore, this study presents a
theoretical model and defines the main factors that would
influence an established OG company to select its sustainable
projects as shown in Figure 1.
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Figure 1. A theoretical framework.

The factors in Figure 1 include sustainable transition
(dependent variable) that depends jointly on innovation
selection (another dependent variable) and the organizational
culture (independent variables). Consequently, the ambition
of this paper is to enrich the existing theoretical basis of
sustainability transition research and organizational culture.

However, a core challenge toward moving into
sustainable solutions in an OG company is faced when
producing a new business activity that is not perceived
as a core activity. Yusuf et al. (2013) claim that studying
how an OG company reacts toward a sustainable change
remains an under-researched field of inquiry. Therefore, it
is interesting to understand how a sustainable innovative
project is selected.

In this account, the central factor of the developed
model (Figure 1) is the company’s innovation selection.
Innovation selection is assumed to capture the main factors
(three institutional pillars, drivers, and barriers) that enable
the company to select its sustainable, innovative projects.

Direct hypotheses: innovation selection

The field of innovation is very broad; authors like
Kimberly (1981, p. 85) focus on the difference between
‘diffusion’ and ‘adoption’ of innovation; additionally,
Van de Ven and Rogers (1988, p. 636) make the distinction
between studies of ‘innovating’ and ‘innovativeness.” This
study focuses on the adoption of ‘clean innovations’ in an
established OG company in order to examine what enhances
or hinders the company’s innovation selection criteria.

Literature in innovation selection was started in the
1960s and covered areas such as uncertainty, degree of risk

Control Variables
Age
Level of Educatio
Direct

Indirect

-

and research, and development and innovation projects
that are needed to understand the decision-making process
(Bin, Azevedo, Duarte, Salles-Filho, & Massaguer, 2015).
However, Kudratova et al. (2018) and Solak, Clarke,
Johnson, and Barnes (2010) argue that literature is limited
in the innovative project selection issues, due to the fact
that it is difficult to capture the whole concept of project
selection in addition to the complexity of integrating new
sustainable solutions in the company’s routines.

Selecting a sustainable project is essential in order
to obtain expected outcomes, maintain competitiveness,
or increase a company’s value (Kudratova et al., 2018). In
addition, the innovation selection criteria should cover
important needs for users, provide expected profitability for
the company, improve brand image, conquer new markets,
and function effectively (Yannou, Zimmer, Farel, Jankovic,
& Cardinal, 2013). Other researchers like Payne, Bettman,
and Johnson (1988) claim that the project selection
approach looks at costs, efforts required, and benefits that
enable a company to select the best alternative choice.

Inaddition, researcherslike Burgelman have confirmed
that the internal selection mechanism is linked strongly to
the overall strategy that aims to maintain and gain control
over the company’s destiny (Burgelman, 1991, 2002). This
way, the internal selection environment deals with the overall
corporate strategy, competition, competence, and strategic
action (Burgelman & Siegel, 2008). Thus, the internal
selection environment is essential to help a company align
its strategic action.

Furthermore, companies adopt innovations in order
to respond to either technological or market challenges
(Brenner, 1987; Gomes-Casseres, 1996; Gomes-Casseres,
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1994; Hage, 1988; Smith, Grimm, & Gannon, 1992). For
example, in OG companies, there are no definite answers
concerning the selection of RE sources (wind, hydropower,
solar energy, geothermal energy, or bio energy). Selecting
an RE case is not simply about the finished product or its
impact on society, but the whole physical life cycle of the
RE case (technology used, location, competences, long-term
strategy, and profit).

According to the case company of this paper,
sustainability is embedded in the overall strategy that aims
to provide low carbon energy. However, the sustainable
innovation selection mechanism has become a multi-criteria
decision-making problem, and is derived to satisfy the
company’s overall strategy. Thus, in this paper, innovation
selection is seen as a project that will be within the core
strategy, covered by the company’s competence, representing
an interesting market, serving the top manager’s interests,
achieving a high profit and positive environmental/social
profile, as listed in Table Al. However, the adoption of
innovation in an established company requires a change in
its internal environment — for example, the structure and
functioningofthecompany (Damanpour, 1991). Thisrequires
activities that help facilitate the adoption of innovation and
putting it into use (Damanpour, 1991). At the same time, the
required activities to initiate and implement the innovation
are different in each organization (Marino, 1982; Zaltman,
Duncan, & Holbek, 1973; Zmud, 1982). This opens new
perspectives in organizational research, including the issues
of institutional change (Bell, 1974; Hage & Powers, 1992)
and the integration of micro-level analysis in companies
(Hage, 1999).

Thus, institutional theory, in this paper, plays an
essential role in analyzing rules, norms, and routines that
leads the company to achieve specific goals (sustainable
transition, in this study) (Scott, 2014). Institutional theory
also provides a comprehensive theoretical lens that helps
understand different attitudes and practices in a particular
social context (Scott, 1995a; Scott, 2014).

Direct hypotheses: Institutional pillars

An organization can adopt a new idea or behavior
that is new to the organization (Daft & Becker, 1978;
Damanpour, 1988, 1991; Hage & Aiken, 1970; Oerlemans,
Meeus, & Boekema, 1998; Zaltman et al., 1973; Zammuto
& O’Connor, 1992). This study takes an OG company as an
example of a large corporation thatadopted clean innovations
that are new to the company and outside its core business.
This sustainable change introduces new technologies to the
OG company and leads to its transformation from only
OG to mixed-energy. This concept is interesting because
it changes the institutional embeddedness of the company
and the internal attitudes toward that change. This allows us

to understand how the employees perceive this change and
select new sustainable projects.

Sustainable transition in companies is complex and
there is profound disagreement between researchers on how
to investigate such a transition (Geels, 2011). Geels (2011),
for example, called sustainable transition a ‘socio-technical
regime’ that aims to achieve long-term changes by struggling
against existing regimes. The socio-technical regime
includes rules such as cognitive routines, shared values,
competences, user practices, and institutional arrangements
and regulations (Geels, 2011). The socio-technical regime
aims to capture different regimes so that companies can
adjust their cultural, political, and industrial dimensions in
order to adopt new technologies (Geels, 2004, 2011).

Institutional theory assumes that organizations
change due to external forces; however, organizational culture
deals with these changes internally in order to undergo new
changes and secure the company’s internal legitimacy (Barley
& Tolbert, 1997; DiMaggio & Powell, 1991; Pedersen
& Dobbin, 1997, 2006; Scott, 2014). Thus, institutional
theory and its three pillars are used in this article in order
to examine the role culture plays during a change and how
this culture affects the company’s sustainable choices. Thus,
understanding the relationship between a company’s culture
and selecting new sustainable technologies can provide
greater insight into the organization undergoing change.

In addition, this paper focuses on the employees
sustainable choices due to the fact that employees have
an essential influence on the implementation process
(Zammuto & O’Connor, 1992) and that the greatest
innovation challenges might come from them (Tushman &
O’Reilly, 2002). In other words, a change in an organization
requires changing a culture that occurs at the internal levels
in a company (Kondra & Hurst, 2009).

Thus, the three institutional pillars, regulative,
normative, and cultural-cognitive, help us understand how
a company undergoes new change, how employees make
choices, and the extent to which their choices are rational
(Marx, 2014). First, the regulative pillar is associated with the
regulatory processes that involve the capacity to establish new
laws and rules in order to influence future behavior (Scott,
2014) and advance an individual’s interest (Marx, 2014). The
regulative pillar emphasizes the importance of maintaining
and changing institutions Scott (2014). Thus, the regulative
pillar, in this paper, focuses on employees’ perceptions of
new policies and goals developed by the OG company that
lead to a sustainable transition, as listed in Table Al. By this,
it is hypothesized that:

Hypothesis 1a — The regulative pillar strengthens
the effect of innovation selection on sustainable
transition.

agdio Contemporéinea, v. 25, n. 3, e-200031, 2021 | doi.org/10.1590/1982-7849rac2021200031.en| e-ISSN 1982-7849 | rac.anpad.org.br




A Surge toward a Sustainable Future: Organizational Change and Transformational

Vision by an Oil and Gas Company

T. Jaber

Second, the normative pillar is associated with both
values and norms. Values are perceptions of preferred or
desired standards to which existing behaviors can be compared
and assessed; however, norms involve shared behavior that
specify how things should be done (Scott, 2014). Values
and norms are not predictions; they are prescriptions used
to understand how the company’s employees are supposed to
behave (Scott, 2014). Thus, the normative pillar in this paper
involves a measure of the employee’s self-evaluation that acts
as a stabilizing influence on the social beliefs and norms that
are considered morally appropriate and correct, as listed in
Table Al. By this, it is hypothesized that:

Hypothesis 1b — The normative pillar strengthens the
effect of innovation selection on sustainable transition.

Third, the cultural-cognitive pillar involves shared
conceptions that create the nature of social reality, and
build the frames that make this meaning possible. By this,
Scott (2014) believes that institutions should take the
cognitive dimensions of human existence by dealing with
the external world of stimuli and the reaction of individual
organisms. Thus, the cultural-cognitive pillar explains how
a company’s employees respond to the world around them
(Turner, 1974; Ventresca & Mohr, 2002). Thus, the cultural-
cognitive pillar in this paper plays a central role in connecting
the companies to the external environmental problems and
challenges them to build sustainable knowledge and solve

Table 1. Moderation and mediation studies in sustainability.

such environmental problems by engaging in new sustainable
practices, as listed in Table Al. By this, it is hypothesized that:

Hypothesis 1¢ — The cognitive pillar strengthens the
effect of innovation selection on sustainable transition.

Mediation hypothesis: drivers/barriers

In addition, the proposed model in Figure 1 explores
the role that drivers/barriers play in enhancing or blocking
the sustainability effort by an OG player. Miras-Rodriguez,
Dominguez-Machuca, and Escobar-Peréz (2015) claim that
there is limited quantitative research discussing the impact
of drivers and barriers on sustainability activities adopted by
companies. However, Orji (2019) summarizes the studies
(mostly qualitative) that identify the drivers and barriers that
might enhance or block sustainability in companies. On one
hand, Orji (2019) identifies drivers as governmental regulation,
promoting sustainable products, developing infrastructure
support, etc. On the other hand, Orji (2019) identifies the
barriers as inefficient legal framework, inadequate proactive
plans, lack of employee welfare, etc. Furthermore, Table 1
helps reveal a clear picture of the overall impact of mediating
institutional theory on innovation selection and sustainable
transition.

Literature Outcomes variables

Moderator Mediator

Gabzdylova, Raffensperger, and Castka

(2009) and customers’ demand.

Personal values, preferences, satisfaction (i.e.,
enjoyment of the work itself), product quality,

Size of the involved companies Sustainability drivers

Bjorner, Hansen, and Russell (2004);
Haigh and Jones (2006); Marshall,
Cordano, and Silverman (2005);
Tullberg (2005)

Luthra, Govindan, and Mangla (2017)

Thomas-Seale, Kirkman-Brown,

Attallah, Espino, and Shepherd (2018)

Trianni, Cagno, and Neri (2017)

Aboelmaged (2018)

Hind (2009)

Robinson (20006)

Managerial attitudes, employees’ demands,
organizational culture, internal pressure on
business managers, and social development
activities.

Management support, governmental policies
and regulations, gaining the market edge, and =~ -----------eeemeo-
improving the overall performance.

Education, cost, software, materials,
mechanical properties, validation, and

finishing.

Economic barrier and resistance to change .
. . Lo Manufacturing firms
(lack of information and other priorities).
Organizational drivers, environmental
pressure, and competitive capabilities.

More sustainability awareness. Experience of project managers

Responsible leadership (integrity, open-
minded, ethical behavior, care for people,
and managing responsibility outside the
organization).

Leadership sustainable skills

Environmental issues, social issues, and

financial issues. sustainability in companies

Industrial manufacturing companies

Small and medium-sized industries

Managers’ knowledge toward promoting

Sustainability drivers

Drivers to sustainable
consumption and production
adoption

Barriers to the progression of
technologies government and

policy makers are interested in

Barriers that hinder sustainable
implementations

Drivers to sustainable
manufacturing practices
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This paper views sustainability drivers as customer
expectations, green  strategy, internal requirements,
corporate culture, knowledge of sustainability, use of new
technology, development of new technology, return on
investment (ROI), demand from investors, and reputation
of the firm. However, barriers are viewed as lack of: financial
funds, competence and capabilities, employee motivation,
technology, support from top-management, ROI, and
perceived importance. The list of drivers and barriers are

listed in Table A1.
Consequently, it is hypothesized that:

Hypothesis 2 — Drivers mediate the positive effect
of the regulative, normative, and cognitive pillar on
innovation selection.

Hypothesis 3 — Barriers mediate the positive effect
of the regulative, normative, and cognitive pillar on
innovation selection.

Moderation hypotheses: management
experience

Finally, managers are becoming aware of the need
to satisfy social and environmental issues, thus, they play
an essential role in selecting a specific sustainable project
and in driving their companies toward sustainability. In
addition, investing in sustainable projects has increased
dramatically in the business world, where companies realize
the importance of emphasizing social and environmental
goals in their companies (Bansal, 2005; Global Reporting
Initiative [GRI], 2011; Hoffman, 1999). Researchers have
found that management experience increases the awareness
of sustainability and, thus, more experienced managers are
able to drive sustainability into the company’s activities
(Michaelides, Bryde, & Obhaeri, 2014). Furthermore,
Table 1 helps reveal a clear picture of the overall impact of
moderating institutional theory on innovation selection and
sustainable transition.

Therefore, it is hypothesized that:

Hypothesis 4a — Management experience
strengthens the positive effect of the regulative pillar
on innovation selection.

Hypothesis 4b — Management experience
strengthens the positive effect of the normative pillar
on innovation selection.

Hypothesis 4c —  Management experience
strengthens the positive effect of the cognitive pillar
on innovation selection.

Hypothesis 4d — Management experience
strengthens the positive effect of the regulative pillar
on sustainable transition.
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Hypothesis 4e —
strengthens the positive effect of the normative pillar

Management  experience

on sustainable transition.

Hypothesis  4f —

strengthens the positive effect of the cognitive pillar

Management  experience

on sustainable transition.

RESEARCH METHOD

In order to examine the selection criteria of sustainable
projects and test the above hypotheses, this section describes
the survey developed for this study, defines its empirical
context, and describes and analyses the dataset.

Oil and gas industry toward renewable
energy

The world faces a change in the energy industry and
moves toward electrification in order to tackle the climate
challenges we meet today. Gielen, Boshell, Saygin, Bazilian,
Wagner, and Gorini (2019) show that RE provided 14% of
the global energy sources in 2015 with an expectation of this
growing very fast in the future. This put the OG industry
under risk and forced it to reduce its OG production (Dale &
Fattouh, 2018; Eser & Stansbury, 2018).

This challenges OG companies to introduce new, clean
energy activities to their businesses, such as RE. In particular,
RE has received significant attention as a means to improve
environmental activities for commercial use, and is found to
be a new promise to the world’s future energy (Bayer, Dolan,
& Urpelainen, 2013), due to its low environmental impact
and low energy costs.

Thus, the context of this study is the OG sector.
With its current sustainable shift toward RE, it presents an
ideal setting to understand how an OG company selects its
sustainable activities. However, introducing RE technologies
to a pure OG company adds complexity to its organizational
processes. 'This requires the company to enhance its
capabilities by adapting knowledge and competencies outside
its boundaries. The case company of this paper presents a well-
established European OG producer; however, as a strategic
response to the climate change and growth in the RE market,
it managed to enter the RE market and shift the company
from purely OG to a broad energy major. This paper focuses
on the company’s employees who have an essential role in
introducing new sustainable ideas to their management team,
as will be explained next.
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Data description and procedure

This quantitative paper has been developed from
a survey conducted between 2017 and 2019. Part of the
data was used in another article, mainly the institutional
pillars  (regulative, normative, and cognitive) and
sustainable transition as shown in the dataset description
by Jaber and Oftedal (2019). The article was published
in Sustainability Journal by Jaber and Oftedal (2020) and
aimed to understand the factors that legitimize the adoption
of renewable energy activities in an oil and gas company.
The survey was undertaken in English as well as the local
national language of the country where the company is
located. A sample of 113 respondents participated in this
study, where 90 respondents fully completed the survey.
The 93 respondents filled out the survey through a self-
administered web survey (SurveyMonkey). In addition,
20 respondents filled out a paper-based survey. The
respondents who participated in this survey were mainly
employees working in a sustainability unit, business
development department, and corporate strategy unit,
and engineers who understand the new sustainable shift
that is taking place in the company. Most respondents
(43%) were between 41 and 55 years old and 37% were
between 26 and 40 years old. Slightly more than half of
the sample’s members were men (52%). In addition, 74%
of the respondents had management experience and 83%
had experience within the energy field.

To check conduct validity and correct any
ambiguities, steps by MacKenzie, Podsakoff, and Podsakoff
(2011) were followed. In the first step, the survey was
developed and refined by the author and another researcher
where a large pool of items was derived from institutional
theory by Scott (1995b; 2014). The survey was then pre-
tested with twelve experts — six academic experts and six
employees from the case company. Thus, the company’s
contact person distributed the final version of the survey,
as shown in Table Al, through the company’s internal
network. In the second step, the survey was evaluated and
the model was validated, as will be described in the next
section.

The survey in Table Al shows the three independent
variables that were derived from institutional theory. The
regulatory pillar includes five items that focus on the
company’s regulations, policies, and incentives that aim
to drive a sustainable change in the company as a whole.
The normative pillar includes five items that focus on
employees’ contributions and expectations in order to
measure their role in achieving the company’s sustainable
goal. Finally, the cognitive pillar involves four items that
aim to measure sustainability knowledge and acceptance
among employees.

In addition, the survey presents two dependent
variables. First, transition toward sustainability includes
four items and focuses on the new sustainable goals that
the company aims to achieve. Second, innovation selection
involves seven items that present the strategic decisions
criteria to be taken into consideration before selecting a
sustainable project. More information about the items can

be shown in Table Al.

Finally, the survey presents two mediators that
aim to measure the indirect effect of the interaction of
institutional pillars on sustainable transition through
innovation selection. First, drivers include ten items that
aim to test whether there is any issue that would push the
company to adopt sustainability in its agenda. Second,
barriers involve seven items that aim to measure if there is
any issue that would prevent the company from adopting
sustainability in its agenda. Table Al indicates the relevant
items used in this study.

The survey consists of a seven-point Likert scale
(ordinal variables) because it works better with educated
samples (Weijters, Cabooter, & Schillewaert, 2010). The
Statistical Package for Social Sciences (SPSS) and analysis
of moment structures (AMOS) were used as statistical
software in this study. Thus, structural equation modeling
(SEM) was applied as a key diagnostic to measure the direct
and indirect effects in the developed model and determine
the model fit, reliability, and validity of the model (Sijtsma,
Straat, & van der Ark, 2015). The next section describes in
detail how the data have been analyzed.

DATA ANALYSIS AND RESULTS

Before analyzing the data, data screening of
113 respondents was undertaken. This resulted in 90
fully completed responses. This is due to excluding 22
respondents who had missing values, in addition to
one unengaged respondent who gave the exact same
response for every single item. In addition, four variables
with less than 5% missing were replaced by the median
(ordinal variables) and one variable was replaced by the
mean (continuous variables). Furthermore, a skewness
and kurtosis variable screening test was made where two
abnormal variables were found: regulative (item 5) and
sustainable transition (item 4).

The model developed in this study includes many
different variables. Therefore, exploratory factor analysis
(EFA) was made only for the dependentvariable (sustainable
transition) and the independent variables (regulative,
normative, and cognitive) pillars. EFA helped regroup
the variables into a limited set of items in order to better
understand the relationships and patterns between variables
(Yong & Pearce, 2013). In addition, when applying EFA,
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maximum likelihood and promax rotation were selected
because it is more useful when undertaking confirmatory
factor analysis (CFA) in AMOS (Gaskin, 2016). As a result,
the abnormal items (regulative 5 and sustainable transition
4) were taken into consideration and a decision was made

Table 2. Pattern matrix®.

to drop them. Then, other variables were analyzed one
by one and a decision was made to drop the problematic
items, respectively cognitive 2, normative 5, transition 3,
regulative 4, and regulative 1. The final pattern matrix
table is shown in Table 2.

Factor
1 2 3 4
Cronbach’s alpha 0.932 0.873 0.876 0.69
Regulative pillar 2 0.787
Regulative pillar 3 0.979
Normative pillar 1 0.541
Normative pillar 2 0.605
Normative pillar 3 0.994
Normative pillar 4 0.720
Cognitive pillar 1 0.635
Cognitive pillar 3 0.954
Cognitive pillar 4 0.919
Transition 1 0.857
Transition 2 0.581

Note. Extraction method: maximum likelihood. Rotation method: promax with Kaiser normalization. a. Rotation converged in 5 iterations.

The pattern matrix table shows how the variables
loaded significantly on each factor and represents the
correlation between the variables and factors. The four-
factor solution provided meaningful factors that reflected
regulatory, normative, cognitive pillars and sustainable
transition, explaining 73.67% of the variance. The Kaiser-
Meyer-Olkin (KMO) test was 0.87 and the Bratlett’s test
was significant. However, Cronbach’s alphas confirm an
internal-consistency coefficient for the regulatory pillar
(0.88), normative pillar (0.87), cognitive pillar (0.93), and
sustainable transition (0.69). The rest of the variables will be
analyzed one by one in the next section.

Scale evaluation and validation

As mentioned earlier, the company allows its
employees to present new business ideas to the top
management team. This makes the responses of the survey
valid and the next section shows how the theoretical model
and its variables have been validated empirically in this
study.

Model fit

The SEM analysis method was used to perform
a CFA that is essential to verify the factor structure that
was extracted from the EFA (Gallagher & Brown, 2013).
However, as this study presents a new model, common
method bias (CMB) was applied to test the fit of the
model by using a common latent factor (CLF) against the
alternative one without the CLF (Podsakoff, Mackenzie,
Lee, & Podsakoff, 2003). First, all variables from the EFA
(institutional pillars and transition) in addition to the other
variables (innovation selection, drivers, and barriers) were
analyzed. The CFA was then applied and items that had
loadings below 0.7 were dropped from the model. This
presented a reduced model of 19 items (Normative 2,3&4,
Regulative 2&3, Cognitive 1,384, Transition 1&2, Drivers
6&7, Barriers 2,3&4, Selection 1,2,3&4).

The CMB was then applied and a comparison was
made between the unconstrained common method factor
model to the fully zero constrained common factor model as
shown in the chi-square test in Table 3 (Gaskin, 2018). The
results showed a significant p-value, as shown in Table 3.
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Table 3. Common method bias test results.

Chi-square df p-value Invariant?
Overall model
. 149.8 114 Step 1. Provide chi-square and df for unconstrained and constrained
) models, and provide the number of groups. The thresholds will be
Fully constrained 205.3 131 updated automatically.
Number of groups 2
Difference 55.5 17 0.000 NO Groups are different at the model level. Check path differences.

This result provided evidence that the actual model
with the CLF model showed a better model fit (CFI = 0.964,
RMSEA = 0.059, GFI = 0.864, and PCLOSE = 0.272) than
the fully constrained model (CFI = 0.924, RMSEA = 0.08,
GFI = 0.817, and PCLOSE = 0.015) as shown in Figure 2.

This  study  followed  the  measures by
Hair, Black, Babin, and Anderson (2013) who suggest that
the comparative fitindex (CFI) isaccepted when the values are
between 0 and 1. Root mean square error of approximation
(RMSEA) is accepted when the value is between 0.03
and 0.08 (Hair, Black, Babin, & Anderson, 2013).
Goodness of fit index (GFI) is accepted when the value

Figure 2. Confirmatory factor analysis results.
(Unconstrained model where all the paths are constrained to zero)

is between 0 to 1 (Hair et al., 2013). However, Kenny,
Kaniskan, and McCoach (2014) accept the p of close fit
(PCLOSE) when it is greater than 0.05 (Kenny, Kaniskan,
& McCoach, 2014).

Figure 2 shows a shortened scale of items with three
normative, two regulative, three cognitive, two transition,
two drivers, three barriers, and four selection. Thus, the
CFA was performed on the 90 responses by adding the
CLF in order to capture the common variance among all
observed variables in the model. Subsequently, the final
survey instrument consisted of 19 items as shown in Table

Al (text displayed in bold ***).

Revista de Administragéio Contemporéned, v. 25, n. 3, e-200031, 2021 | doi.org/10.1590/1982-7849rac2021200031.en| e-ISSN 1982-7849 | rac.anpad.org.br




A Surge toward a Sustainable Future: Organizational Change and Transformational

Vision by an Oil and Gas Company

T. Jaber

Table 4. Correlation matrix.

Selection Barriers Drivers Transition Cognitive Regulative Normative
Selection 1.00
Barriers 0.38** 1.00
Drivers 0.03 0.04 1.00
Transition 0.32** 0.16 0.32** 1.00
Cognitive 0.03 0.06 0.42** 0.74** 1.00
Regulative 0.38** 0.31** 0.35** 0.77** 0.72** 1.00
Normative 0.34** 0.23* 0.28** 0.74** 0.82** 0.75** 1.00

Note. **. Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed).

In addition, Pearson’s correlations for all scaled
variables are presented in Table 4. As predicted, ‘selection’
is statistically significant with barriers, regulative and
normative, and ‘transition’ statistically significant with
drivers, cognitive, regulative, and normative. However, to
examine the direct effect among institutional pillars and
selection and transition, and the indirect effectamong driver/
barriers and innovation selection, SEM was performed using

the program AMOS, as will be described later in the study.

Table 5. Reliability and validity.

Model validity

To validate a measure of a model in a reliable and valid
manner, it is required to undertake some comprehensive
validity assessments (Hair etal., 2013; Tracey & Tews, 2005).
Thus, measuring reliability, convergent validity, and
discriminant validity is essential to test how well the variables
relate to one another. Table 5 uses a formula provided by
Gaskin (2018) that automatically calculates the construct
reliability (CR), average variance extracted (AVE), and
maximum shared variance (MSV).

CR AVE MSV MaxR(H) Barriers Normative ~ Regulative ~ Cognitive  Transition Drivers Selection
Barriers 0.789 0.555 0.106 0.790 0.745
Normative 0.903 0.757 0.689 0.914 0.156 0.870
Regulative 0.881 0.788 0.448 0.891 0.296 0.583 0.888
Cognitive 0.935 0.829 0.689 0.964 0.011 0.830 0.531 0.910
Transition 0.713 0.554 0.448 0.719 0.128 0.590 0.669 0.607 0.744
Drivers 0.828 0.708 0.127 0.863 0.061 0.092 0.357 0.163 0.259 0.841
Selection 0.740 0.417 0.113 0.742 0.325 0.297 0.336 0.000 0.282 0.028 0.645

Note. Validity concerns. Convergent validity: the AVE for Selection is less than 0.50.

The CR was assessed for each variable in the model
in order to measure the internal consistency of the variables
(Hair et al., 2013) as shown in Table 5. This represents
that all the measures meet the threshold suggested by
Hair et al. (2013) (CR > 0.7). Thus, this shows an excellent
reliability and internal consistency. For the AVE, it is
important in the SEM in order to determine which variables
share a high proportion of variance (Hair et al., 2013). Table
5 shows that all the measures meet the threshold suggested
by Hair et al. (2013) (AVE > 0.5) except the variable
‘Innovation Selection’. However, Malhotra and Dash (2011)
argue that AVE is too strict, and reliability can be established
through CR alone (which was achieved in this study).

In addition, external validity was performed by
comparing the AVE measures to a paper published in
the international conference on information systems
(Hoerndlein, Benlian, & Hess, 2012). The mentioned
study asked actors to rate the institutional influences
concerning adopting green innovations that were outside the
organizational context, on a five-point Likert scale survey.
This shows that the regulatory pillar in this paper (0.79)
correlated positively (p < 0.03) to their regulatory pillar
(0.82). In addition, the normative pillar (0.76) correlated
positively (p > 0.11) to their normative pillar (0.65).
However, the cognitive pillar (0.83) correlated positively
(p > 0.15) to their cognitive pillar (0.68). In sum, these
comparisons indicate a respectable correspondence between
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this study’s institutional measures and relevant variables
from external sources.

Finally, the MSV was also measured in order to
ascertain whether one measure is distinct from another
measure (Hair et al., 2013; Tracey & Tews, 2005). Results
from Table 5 show that the MSV is supported (MSV < AVE)
according to Hair et al. (2013).

These results show that the model developed in this
study was validated empirically, and ready for testing.

Testing hypotheses

Before testing the developed hypotheses, Cook’s
distance analysis and multicollinearity test have to be
considered in this study. The Cook’s distance analysis helped
look at the influential points in the dataset and was made
on each dependent variable against all the independent
variables. Thus, no abnormal records were found in the
Cook’s distance analysis on ‘selection.’” However, one

analysis was applied to the ‘transition,” and a decision was
made to keep the abnormal record because it was not very
far from the other records.

Furthermore, a multicollinearity test helped predict
the correlation between the independent variables themselves
and with the dependent variables. Table 6 shows that the
dependent variable ‘selection’ has no multicollinearity
problems. Table 7 shows, also, that the dependent variable
‘transition’ has no multicollinearity problems. This is based
on the threshold values by Hair et al. (2013), Kock (2015),
and O’Brien (2007), where the tolerance should be greater
than 0.1. In addition, a variance inflation factor (VIF) value
should be less than 10 (O’Brien, 2007; James, Witten,
Hastie, & Tibshirani, 2013). James, Witten, Hastie, and
Tibshirani (2013) and O’Brien (2007) indicated that in
practice a small amount of collinearity among independent
variables is accepted and a VIF value that exceeds 10

abnormal record was found when the Cook’s distance indicates a problem.

Table 6. Multicollinearity test for ‘Selection’.

Unstandardized coeflicients Stangdﬁar.dized Collinearity statistics
coefficients
Model B Std. error Beta t Sig. Tolerance VIF
1 (Constant) 2.463 0.419 5.881 0.000
Barriers 0.074 0.052 0.130 1.428 0.157 0.810 1.234
Drivers 0.036 0.082 0.041 443 0.659 0.797 1.255
Cognitive -0.396 0.073 -0.897 -5.419 0.000 0.245 4.081
Regulative 0.303 0.091 0.459 3.347 0.001 0.357 2.799
Normative 0.471 0.110 0.693 4.279 0.000 0.256 3.904
Table 7. Multicollinearity test for “Transition’.
Unstandardized coefficients Stangiar.dized Collinearity statistics
coefficients
Model B Std. error Beta t Sig. Tolerance VIF
1 (Constant) 2.067 0.491 4.213 0.000
Barriers -0.042 0.061 -0.047 -0.685 0.495 0.810 1.234
Drivers 0.007 0.096 0.005 0.073 0.942 0.797 1.255
Cognitive 0.164 0.086 0.240 1.912 0.059 0.245 4.081
Regulative 0.457 0.106 0.448 4.307 0.000 0.357 2.799
Normative 0.225 0.129 0.214 1.745 0.085 0.256 3.904

Revista de Administragéio Contemporéned, v. 25, n. 3, e-200031, 2021 | doi.org/10.1590/1982-7849rac2021200031.en| e-ISSN 1982-7849 | rac.anpad.org.br




A Surge toward a Sustainable Future: Organizational Change and Transformational

Vision by an Oil and Gas Company

T. Jaber

Subsequently, the general model takes the following
equations:

Y=o + 1 * Barriers + [5, * Drivers + 53 * Cognitive + B, * Regulative + [5 * Normative + ¢

Innovation Selection = 2.5 + 0.07 * Barriers + 0.04 * Drivers — 0.4 * Cognitive + 0.3 * Regulative + 0.47 * Normative + &

Sustainable Transition = 2.07 — 0.04 * Barriers + 0.01 * Drivers + 0.16 * Cognitive + 0.46 * Regulative + 0.23 * Normative + ¢

As a result, the output results from AMOS show that
the model explains 46% of the outcome data (R?= 0.46).
Furthermore, in order to test the indirect effects of the
model, a plugin built by Gaskin and Lim (2018) was used in
AMOS as shown in Table 8. Table 8 shows the standardized
estimates of the direct and indirect effects. Thus, it indicates
that Hla and H1b are significant and thus supported. Hlc
indicates a negative but statistically significant relation
among cognitive and transition. This might be due to the
addition of the two mediating variables (drivers/barriers).
However, H2 and H3 are not significant and not supported
by this study. This means that the data provides little or
no evidence that the mediators (barriers/drivers) have an
indirect effect on the model.

Furthermore, by using the Excel tool developed
by Gaskin (2018), Figure Al shows the results of the
moderator’s effect (management experience) on the

model. This shows that H4b, H4c, H4d, and H4e are
significant and supported; however, H4a and H4f are not

Table 8. The direct/indirect effects of the model®.

significant and not supported in this model. This means
that management experience strengthens the relationship
between the regulative pillar and innovation selection,
strengthens the relationship between the normative pillar
and transition, strengthens the relationship between the
normative pillar and innovation selection, and strengthens
the relationship between the cognitive pillar and transition.
However, management experience weakens the relationship
between the regulative pillar and transition and weakens the
relationship between the cognitive pillar and selection.

Finally, the results show some non-significant
effects on the hypotheses and, therefore, a post-hoc
analysis is required. According to Hair et al. (2013) and
Loken and Gelman (2017), a post-hoc test is valid when it is
greater than 0.8. Thus, the post-hoc result for the dependent
variable ‘transition’ gave a value of 0.875, and the post-hoc
result for the dependent variable ‘selection’ gave a value of
1, meaning that the non-significant effects are valid in this
study.

Direct/indirect path g;;t:;gizi; Lower Upper p-value Stf:giijtized
H2 Normative --> Drivers --> Selection -0.011 -0.090 0.020 0.429 -0.016
H3 Normative --> Barriers --> Selection 0.032 -0.001 0.091 0.112 0.047
Hib Normative --> Selection --> Transition 0.234 0.104 0.401 0.001 0.223%**
H2 Cognitive --> Drivers --> Selection 0.012 -0.027 0.073 0.523 0.027
H3 Cognitive --> Barriers --> Selection -0.034 -0.081 0.003 0.131 -0.076
Hlc Cognitive --> Selection --> Transition -0.202 -0.301 -0.101 0.001 -0.296***
H2 Regulative --> Drivers --> Selection 0.007 -0.010 0.054 0.348 0.011
H3 Regulative --> Barriers --> Selection 0.042 -0.001 0.100 0.105 0.063
Hla Regulative --> Selection --> Transition 0.161 0.067 0.301 0.001 0.158***

Note. a. *** p < 0.001, ** P < 0.01, * P < 0.05,4 P < 0.1.

DISCUSSION

pressures, in order to make a decision that matches that
external pressure (Karlsson & Middleton, 2015). This
Selection of innovation criteria is difficult in paper presents a case company from the OG sector that

companies because it requires listening to external managed to shift its core business from pure OG into a
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mixed-energy company. This shift was faced as a result
of challenges and risks given that the company invested
in alternative clean energy (RE) outside its core business.
Therefore, this paper developed and validated a model that
measures how an established company would select its
sustainable projects.

Institutional theory and its core pillars (regulative,
normative, and cognitive) provided deeper understanding
of how an OG company selects its sustainable projects.
Thus, the findings offer interesting insights into the
literature on institutional theory and contribute to a richer
understanding of the transition of companies toward
sustainability as summarized in Table A2. The key findings
of this study reveal that the regulative and normative pillars
play an essential role in selecting sustainable projects that
enables them to shape their sustainable future. For the
regulative pillar, this means that employees believe in their
management team and accept the company’s contribution
of shifting a pure OG energy player into a broad energy
company. In addition, the normative pillar shows that
employees believe in the company’s sustainable transition;
they see it as the way toward future opportunities and they
are interested in moving the company toward sustainability.

On one hand, researches like Droriand Honig (2013)
confirm that regulative and normative pillars play an
essential role in framing organizational identity and
shaping its strategic direction. The results show that the
normative pillar presents the strongest factor in all pillars.
This is not surprising because this paper focuses on selecting
innovative sustainable projects and not on shaping its
sustainable strategic direction. By this, the employees play
the most essential role in selecting innovative sustainable
projects and introducing them to the top management
team. In this case company, the employees selected RE
projects such as offshore wind energy projects that enabled
them to use their skills, knowledge, and competences used
in offshore OG projects. In addition, the results show that
the regulative pillar plays an important role in shaping the
company’s sustainable transition, as confirmed by previous
studies.

On the other hand, Laifi and Josserand (2016) argue
that the cognitive pillar would be automatically achieved
when regulative and normative pillars are achieved in
companies. The cognitive pillar in this study indicates that
the employees have a good understanding of sustainability
and they aim to find new ways to improve the company’s
sustainable goals. However, the developed hypothesis
about a positive relationship between the cognitive pillar
and the effect of innovation selection on sustainable
transition was not supported. The results show that the
cognitive pillar has a statistically significant but negative
effect. The negative result was caused due to the addition

of mediating variables (drivers and barriers), and this
means that as the cognitive pillar increases, sustainability
transition decreases. In other words, this means that lack
of knowledge about the company’s sustainability leads to
more investment in RE activities. This result could present
some explanations: (1) The number of responses was not
high according to the total number of the company’s
employees, thus increasing the sample size might change
the result achieved. (2) Another explanation could be
that the respondents who participated in this study were
mostly employees who already have some knowledge
about the company’s sustainable transition than anyone
else in the company. Thus, the participants in this study
may be in search of new knowledge related to sustainable
projects they wanted to introduce to the top management
team. This result is not surprising in social science —
for example, researchers like Oftedal, lakovleva, and Foss
(2018) and Oosterbeek, van Praag, and Ijsselstein (2010)
found a negative cognitive pillar effect on their studies.

Furthermore, the results show a non-significance
indirect effect between institutional pillars, drivers/barriers,
and innovation selection. This means that the data provide
little or no evidence that the drivers and barriers have any
effect on innovation selection. This is due to the number
of responses included in the study. Thus, increasing the
number of responses might solve this challenge and
support previous research suggesting that there are some
factors that would enhance or block the sustainable shift
in companies (Orji, 2019). According to this study, this
might mean that the company’s innovation selection
criteria seem to depend on the company’s management
team and its employees who have initiatives to adopt new
sustainable activities in the company.

Finally, the results show that management
experience dampens the effect of the regulative pillar on
sustainable transition (H4a) but strengthens the effect of
the regulative pillar on innovation selection (H4d). Thus,
the results show that managers with long management
experience might find it difficult to adopt sustainable shifts
in their companies, but they are willing to select suitable
innovative projects. The reason might be that it is difhicult
for them to adapt new sustainable changes and facilitate
these changes within employees. In addition, introducing
new sustainable projects to an established company
requires a large investment and, more likely, new partners.
Furthermore, managers with long management experience
would not prefer to invest in new technologies that are
different to what they are used to do.

In addition, management experience strengthens
the positive effect of the normative pillar on sustainable
transition (H4b) and innovation selection (H4e). This
means that employees with longstanding management
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experience have a self-interest to shift the company
toward sustainability, and they are willing to introduce
new sustainable activities to the top management team.
Furthermore, the results show that management experience
strengthens the effect of the cognitive pillar on sustainable
transition (H4c); however, it dampens the effect of the
cognitive pillar on innovation selection (H4f). This
indicates that employees with longstanding management
experience understand the importance of engaging the
company in new sustainable practices. However, the new
sustainable shift taking place in the company still needs
time to be accepted and understood by everyone.

Consequently, the contribution of this study is that
the survey and model developed help to understand how an
established company under a sustainable transition selects
its sustainable projects and the kind of drivers/barriers that
would enhance or hinder such a selection process. Thus,
the results show that the regulative and normative are the
potential carriers of the sustainable selection criteria.

CONCLUSION, LIMITATIONS, AND FUTURE
STUDIES

This study aimed to make a methodological
contribution to the research of sustainability transitions
and organizational culture by developing a valid measure
of regulative, normative, and cognitive legitimacy. This
study has developed and empirically validated a survey
instrument for studying innovation selection toward
sustainability in an established OG company. The results
showed us that regulative and normative pillars play an
essential role in selecting a sustainable strategy in the
company. The results also show that sustainability has
been embedded in the company and that drivers/barriers
have no effect in enhancing or hindering the company’s
investment in new sustainable activities. In addition,
generally, longstanding management experience increases
the sustainability awareness in companies.

agdo Contempordnea, v. 25, n. 3, e-

1,2021 | doi.org/10.1590/1982-7849rac2021

This study contributes to the broader literature
on sustainability transition by developing a measure
from institutional theory. Thus, this study makes three
contributions. First, the main contribution of this paper is
the developed framework that presents a tool to understand
a company’s innovation selection approach. Second, the
study helps researchers understand how sustainability is
developed and embedded in the company. Third, the study
helps researchers understand how sustainability would be
perceived in the company.

In addition, the study improved both the empirical
and theoretical rigor of sustainability transition theory
and institutional theory. Thus, the author believes that the
developed model was conceived as an initial measure of
an innovation selection approach in a company under a
sustainable change. This study applied the latent common
methods variance factor in order to handle the problem of
the CMB. Podsakoff, Mackenzie, Lee, and Podsakoff (2003)
evaluated various statistical techniques that can be used to
control CMB and they mentioned that there is no single
best method for handling the problem. This means that
the applied technique in this study still exists.

However, the study represents a specific example of
a single European OG company, which makes it difficult
to generalize. In addition, the number of responses was not
high, which affected the result achieved. Thus, additional
studies in other cultures, industries, and research contexts
are required in order to generalize this framework and survey
in the future. This would require studying the strategy-
making process in companies in order to understand how
companies in different industries respond to sustainable
challenges. In sum, this developed model should provide
a useful tool with which researchers can explore a variety
of issues regarding selecting new sustainable projects in
established companies.
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APPENDIX A

Table Al. Items used in the survey.

Variables Items

Regulative pillar Your management team supports renewable energy activities
There are incentives for sustainable activities at X Company***
X Company has policies to enhance its sustainable development practices***
Your management team has clear goals to make X a sustainable company
Top management plays an important role in making X a sustainable company

Normative pillar Employees want to contribute to a variety of sustainable projects in my unit
Individual initiatives toward sustainability are respected in my unit***
Sustainable activities are seen as the way toward future opportunities in my unit***
Operating sustainability is a goal in my unit***
In my unit, we believe that we have a personal responsibility/commitment toward society/the environment

Cognitive pillar My unit has a good understanding of sustainability***
My unit has a good understanding of sustainable technology
My unit builds knowledge on becoming more sustainable***
My unit is always looking for additional ways to improve sustainability***

Sustainable transition X Company has established environmental targets to introduce a shift toward sustainability***
Sustainability will become considerably more important to X Company in the future***
X Company has implemented sustainability goals into its overall strategy
This is the right time for X Company to introduce clean activities into its business practices

Innovation selection The project should be within our core strategy***
It should be covered by our competence***
It should represent an interesting market***
It should serve the interest of our top manager***
It should achieve high return on investment (ROI)
It should achieve a positive environmental profile
It should achieve a positive social profile

Drivers Customer expectations
‘Green’ strategy
Internal requirements
Corporate culture
Knowledge of sustainability
Use of new technology***
Development of new technology***
Return on investment of ‘green’ technology
Demand from investors
Reputation of the firm

Barriers Lack of financial funds
Lack of competence and capabilities***
Lack of employee motivation™**
Lack of technology***
Lack of support from top management
Lack of return on investment (ROI)
Lack of perceived importance (ex.: Giving priority to other activities)
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Figure A1. Figures derived from the moderator effect test.
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Table A2. Summary of the analysis of hypotheses.

. uantitative
Hypothesis Q . Comment
analysis
. The regulative pillar increases the effect of innovation selection on sustainable transition. This confirms that the
Hypothesis 1a Supported - . . . o
case company has new policies and laws to invest in new sustainable activities.
The normative pillar increases the effect of innovation selection on sustainable transition. This confirms that the
Hypothesis 1b Supported employees are engaged in the sustainable shift that is happening in the company and they are willing to introduce
new sustainable projects to the top management team.
The cognitive pillar dampens the effect of innovation selection on sustainable transition. This is due to the
. negative effect on this factor. This means that lack of sustainability knowledge increases the intention to select
Hypothesis 1c Not supported R . . .
more RE activities. This shows that employees might need to find new knowledge to shift the company toward
sustainability.
. The sustainable drivers have no effect on the company’s innovation selection. This confirms that the company
Hypothesis 2 Not supported . . . . . S .
itself was interested in adopting new sustainable practices into its business.
. The sustainable barriers have no effect on the company’s innovation selection. This confirms that the barriers
Hypothesis 3 Not supported . . L
could not prevent the company from adopting new sustainable activities.
. Experienced managers weaken the relationship between the regulative pillar and sustainable transition. This
Hypothesis 4a Not supported . . A Loms T
shows that experienced managers have some difficulties in shifting the company toward sustainability.
. Experienced managers strengthen the relationships between the normative pillar and sustainable transition. This
Hypothesis 4b Supported - . o
shows that the employees have a self-interest to shift the company toward sustainability.
Experienced managers strengthen the relationship between the cognitive pillar and sustainable transition. This
Hypothesis 4c Supported shows that the employees understand what would satisfy external audiences and understand the importance of
the sustainable change.
Hvpothesis 4d Supported Experienced managers strengthen the relationship between the regulative pillar and innovation selection. This
P bp shows that experienced managers are willing to select appropriate sustainable projects into their companies.
Experienced managers strengthen the relationships between the normative pillar and innovation selection. This
Hypothesis 4e Supported shows that the employees have a self-interest to introduce new sustainable projects to their top management
teams.
. Experienced managers weaken the relationship between the cognitive pillar and innovation selection. This shows
Hypothesis 4f Not supported

that the sustainable shift still needs time to be accepted and understood by everyone.
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