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Abstract

This paper reviews the recent literature on business sustainability. While it is almost impossible to give a
universally agreeable definition of “sustainability” due to its scope, depth, and inclusive nature, this paper
reviews a fairly large set of research efforts, both empirical and normative, that examine the sustainability issue
in regards to the theoretical development, the interface between business and society, the interrelationships
among firms, markets, and the public interest, sustainability measurement and assessment, as well as the changes,
developments, and evolution in recent years along those lines. The uniqueness of the study is to review the
literature by following the developmental and evolutionary sequences in business sustainability in order to shed
light on how the concept of corporate sustainability has evolved from the traditional shareholders-focused
neoclassical view and how it is advanced from the ideas of environmentalism, stakeholder theory, and CSR.
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1. Introduction

Ever since it was first introduced by the Sierra Club in the 1970s, the term “sustainability” has been used in
various areas with various meanings, and today it is probably one of the most overused buzzwords in business
lexicon. When the term is mentioned, oftentimes other related buzzwords are also spoken, such as corporate
social responsibility (CSR), environmentalism, stakeholder theory or stakeholderism, triple bottom line (TBL),
green business, 3-P (people, planet, and profits) business, socially responsible investing (SRI), corporate
citizenship, ecopreneur, natural capitalism, sustainable value added (SVA), and so forth. With growing concerns
over the long-run welfare of diverse corporate stakeholders, these phrases are increasingly superseded by the
broader term, “corporate sustainability.”

Thanks to continuous expansion and proliferation of global business, today people, capital, information, and
technology travel more freely, rapidly, and widely than ever, and thus impact the society more widely and deeply
than ever. In this rapidly changing environment, global businesses act as evolutionary change agents for the
creation of a sustainable global civilization (Laszlo, 2001; Van Marrewijk, 2003; Benn, Dunphy, & Griffiths,
2006; Dunphy, Griffiths, & Benn, 2007; Visser & Crane, 2010; Hoffman, Badiane, & Haigh, 2012). In 1987
“Our Common Future,” the so called Brundtland Commission Report by the World Commission on Environment
and Development (1987) formally described sustainable development as “development that meets the needs of
the present without compromising the ability of future generations to meet their own needs”.

Within more academic management circles, Elkington (1994) proposed the concept of the triple bottom line
(TBL) based on the idea that business goals are inseparable from the society and environment, which is
essentially consistent with the corporate sustainability concept. Hawken, Lovins, & Lovins (1999) suggested the
idea of natural capitalism where proper design and conceptualization of products and services can produce better
results with minimal negative impact upon the environment. Dyllick & Hockerts (2002) also offer three types of
capital-—economic, natural, and social—in line with TBL and corporate sustainability.

Considering all the discussions transpired over the years, we may define corporate sustainability as an inclusive
concept that encompasses a variety of social impact issues such as environmental protection, social justice,
business ethics, governance, product safety, employee welfare, diversity, and community well-being. In a world
of increased demand for social welfare, on the rise is a strong normative proposition that sustainability should be
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an essential imperative and an integral part of business strategy for every firm (Elkington, 1994; Mclntosh,
Leipziger, Jones, & Coleman, 1998; Figge, Hahn, Schaltegger, & Wagner, 2002; Wilson, 2003; Porter & Kramer,
2006; Dunphy et al., 2007; McLamb, 2009; Nidumolu, Prahalad, & Rangaswami, 2009; Hakensen, 2010; Martin,
2013; Johnson, 2014; Moura-Leite, Padgett, & Galan, 2014; Polman, 2014).

In the wake of tremendous increase in research effort, the ever-heightening corporate alertness, and the rise in
interest and popularity throughout business schools about corporate sustainability in recent years, there are now
many sustainability initiatives and advocates that serve as commonly referenced frameworks for a variety of
social-impact issues. Examples include the Aspen Institute, B Corporations, Business for Social Responsibility,
Dow Jones Sustainability Index, Global Reporting Initiative, International Society of Sustainability Professionals,
ISO 26000, MSCI ESG Ratings (formerly KLD), Natural Step, Sustainability Accounting Standards Board, and
the UN Global Compact.

While a billion people still go to bed hungry, the richest 85 people have the same wealth as the bottom 3.5 billion
(Polman, 2014). In the past 50 years, humans have consumed more resources than in all previous history
(Eco-Cycle, 2011). An estimated 80% of the world’s forests have already been lost to deforestation, and almost
800 species on earth have become extinct (Environmental Issues, 2012). In the past century the spread of goods
for private use and consumption has run parallel to deterioration in the quality of life as a whole (Manzini, 2002).
So, what can and should we do? In particular, what can and should businesses do?

Businesses are called upon to help resolve these issues because of their increasing power and impact upon
society at large. They are held accountable because of their multi-functionality and far-reaching influence. Today
a large global business is not merely a profit maker, but at the same time, a producer, consumer, market maker,
innovator, cultural leader, political constituent, rule/standard setter, balancer of interests, nurturing community,
and a micro infocosm (Prahalad, 1994; Shrivastava, 1995; Chang, 2008). There is a continued need for dialogue
between business and society to gain public acceptance of globalization and technological breakthroughs.
Businesses thus increasingly assume the major role in making the society a better place.

2. Literature Reviewed

This paper reviews the recent literature on business sustainability. There have been a number of literature review
studies on corporate sustainability (Margolis & Walsh, 2003; Salzmann, lonescu-Somers, & Steger, 2005; Etzion,
2007; Bertels, Papania, & Papania, 2010; Benoit & Vickery-Niederman, 2010; Bateh, Horner, Broadbent, & Fish,
2014; Montiel & Delgado-Ceballos, 2014; Van der Byl & Slawinski, 2015; and Alhaddi, 2015). Most of these
studies review the articles published in a certain set of journals or cover the articles addressing particular
sustainability issues related to environmentalism, stakeholder theory, or CSR.

But the present study is more inclusive in that it doesn’t limit the discussion topics or the publication sources. It
is almost impossible to give a universally agreeable definition of “sustainability” due to its scope, depth, and
inclusive nature. As a concept discussed in many academic and professional disciplines, sustainability is
intellectually diverse in nature and draws researchers from all disciplines—economics, law, sociology, political
science, education, psychology, biology, ecology, environmental engineering, technology, accounting,
management, finance, marketing, and so forth.

Therefore, the sustainability literature is vast but severely fragmented. Again, sustainability can be viewed as a
broad and inclusive concept subsuming those preceding ideas and related concepts. The inclusivity of
sustainability is depicted in Figure 1. It shows sustainability concepts by circles of different size, but the circles
are not concentric. Although the CSR discussion includes much of the stakeholder theory, the former does not
subsume the latter. Likewise, the stakeholder theory embraces environmentalism, but does not completely cover
it. Yet, sustainability is considered inclusive of all.
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Figure 1. Inclusivity of sustainability

This paper reviews a large set of recent publications in the broad sustainability area that examined various
normative and empirical issues in regards to the theoretical development, the interface between business and
society, the interrelationships among firms, markets, and the public interest, sustainability measurement and
assessment, as well as the changes, developments, and evolution along those lines. It covers published journal
articles, books, surveys, industry reports, and other print and online publications from many different disciplines.

As Table 1 shows, of the total 215 items reviewed in this study, 153 (or 71.2%) are articles published in various
academic journals. The remainder is 24 books and 38 other publications. Of the 153 academic journal articles, 64
or 41.8% were identified from a set of journals in a broader discipline of management. 48 of them (31.4%) were
published in sustainability-related specialty journals covering the issues related to environmentalism, CSR,
governance, stakeholderism, and business ethics. The remaining 41 articles (26.8%) are from various disciplines
including accounting, finance, marketing, economics, ecology, biology, and psychology. 186 or 86.5% of the
215 items reviewed were published in print or online since year 2000.

Table 1. Summary of the literature reviewed

Publication Source Publication Year

Academic Journal Articles 153 (71.2%) Before 1990 7 (3.3%)

Books 24 (11.2%) 1990s 22 (10.2%)

Others* 38 (17.6%) 2000s 102 (47.4%)

Total Items Reviewed 215 2010s 84 (39.1%)
Total Items Reviewed 215

Note. * Working papers, conference proceedings, practitioner articles, and survey/report items, printed and online

The uniqueness of the present study is that instead of some categorical review schemes such as theoretical vs.
empirical reviews or issue-specific reviews, it reviews relevant articles by following the developmental and
evolutionary sequences in business sustainability. The idea is to shed light on how the concept of corporate
sustainability has evolved from the traditional shareholders-focused neoclassical view and how it is advanced
from the ideas of environmentalism, stakeholder theory, and CSR. The study will hopefully bring insights to our
understanding of corporate sustainability and help toward the advancement of sustainability agenda.

3. Evolution
3.1 From SWM to CSR

For thousands of years, business existed only at the fringes of society. Society thought little of people in business,
and people in business expected little of society (Solomon & Hanson, 1983). The infancy of modern business
was triggered by the industrial revolution during the 18th century and supported by individualism and the
Calvinist Protestant ethic. Although the origin of a corporate type of business dates back to the 11th century Italy,
legally incorporated and shareholders-owned businesses rarely existed up until the turn of the twentieth century.
Since then, they have exploded.
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The traditional corporate paradigm has long been centered on shareholders. The idea of sharcholders’ wealth
maximization or SWM has been the dominant goal for corporate management, particularly in American business.
Under this neo-classical view of SWM, the firm is managed solely in the interests of its shareholders (Brenner &
Cochrane, 1991; Key, 1999; Stormer, 2003). Naturally the old guards of this traditional view did not easily
accommodate the ideas of CSR and stakeholder theory. Social and environmental concerns have typically been
considered to conflict with financial goals.

Since Freeman (1984), Cornell & Shapiro (1987), and Donaldson & Preston (1995) popularized the idea of
stakeholder theory or stakeholderism, it has gathered strength over the last several decades. However, the initial
discussion about CSR and stakeholder theory dates further back. It has long been argued by organization
theorists that the corporation should be considered as a coalition of interest groups with a stake (Berle & Means
1932; Cyert & March 1963). Advocates have been raising their voices contending strongly that corporate activity
must be judged against the norm of societal welfare that constitutes, together with freedom, justice, and equality,
the ultimate virtues that reign supreme in the minds of most human beings.

Managing the firm in the interests of its stakeholders, often referred to as the instrumental stakeholder theory, is
basically a synthesis of the stakeholder concept, economic theory, behavioral science, and ethics (Jones, 1995).
Suggesting the concept of ‘nurture capital’ in place of ‘dominator capital’ pursued by traditional businesses,
Swenson (1996) earlier argued that businesses should be transformed from a pattern of domination to that of
cooperation based on their relationships with affected entities. Numerous other researchers have contributed to
understanding how the stakeholder theory can guide managerial decision and behavior in relation to CSR and
sustainability (Wheeler & Sillanpaa, 1997, Boatright, 1999; Bowie, 1999; Harrison & Freeman, 1999; Hillman &
Keim, 2001; Buysse & Verbeke, 2003; Roome, 2005; Doh & Guay, 2006; Sen, Bhattacharya, & Korschun, 2006;
Barnett, 2007; Werther & Chandler, 2011; Moura-Leite et al., 2014).

An argument against the stakeholder theory is that firms often cannot meet the expectations of all stakeholder
groups simultaneously, and so they have to face trade-offs between the needs of different stakeholders (Key,
1999; Jensen, 2001). An early criticism against CSR practice was that it was only a PR exercise for enhancing
corporate reputations. Hart & Milstein (2003) observed that most managers frame sustainable development not
as a multidimensional opportunity, but rather as a one-dimensional nuisance, involving regulations, added cost,
and liability. Sen et al. (2006) noted that CSR awareness was still low and the impact of CSR was less pervasive
than previously acknowledged.

At a more fundamental level Vogel (2005) states that CSR is best viewed as a complement rather than a
substitute for more effective public policies. He argues that while it can be a useful tool alongside laws and
regulations, CSR cannot completely replace them. Corporate Watch Report (2006) even challenges the concept
of CSR by saying that CSR is of limited use in creating social change, a distraction from a more fundamental
reform of the corporate structure, and thus a problem not a solution.

On the other hand, Husted & Salazar (2006) establish an operational CSR framework and explain why
organizations and society may be served better by strategic CSR than by coerced CSR. While a variety of
corporate activities have been observed and analyzed in CSR literature (Ditlev-Simonsen & Midttun, 2011), Bird,
Hall, Momente, & Reggiani (2007) document that CSR activities, independently or in aggregate, are valued in
the market. The results of the literature study by Beurden & Gossling (2008) also reveal that there is clear
empirical evidence for a positive correlation between corporate social and financial performance.

When businesses are seen as fair and trustworthy by all stakeholder groups they are regarded as socially

sustainable (Kaptein & Wempe, 2001; Ambec & Lanoie, 2008). While Ayuso, Rodriguez, Garcia, & Arino (2007)
find international empirical evidence that stakeholder engagement is positively related to financial performance,

Kacperczyk’s (2009) study on U.S. firms during 1991-2002 finds that firms that expand their attention to include

non-shareholding stakeholders tend to experience higher shareholder value in the long run.

While firms with significant environmental concerns have to pay significantly higher credit spreads on their
loans (Goss & Roberts, 2011), firms with better environmental sustainability have significantly lower cost of
equity (El Ghoul, Guedhami, Kwok, & Mishra, 2011). Therefore, it is generally believed that better CSR
practices can provide business advantages including better access to financial markets, lower capital costs, better
employee and supplier relations, and better risk management.

As the perspectives on CSR’s role shifted from defensive to strategic positions, many firms began to recognize
CSR as a central component in business operations (Maxfield, 2008). While Visser (2010) proposes a continuum
of CSR approaches, with stages ranging from defensive CSR through systemic CSR, Heivik & Shankar (2011)
suggest that there are advantages to moving from “doing CSR” to “being socially responsible.” A general view is

4
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that by adopting sustainable practices, companies can gain competitive edge, increase their market share, and
boost shareholder value. An empirical study by Moura-Leite et al. (2014) documents that nonparticipation in
controversial business is already instrumental for a firm’s market performance and tends to generate competitive
advantage. This shows that stakeholderism could be a response to society’s expectations.

Then the global financial crisis of 2007-2008, dubbed as a spectacular failure of neo-liberalism by Blackman
(2008), has revealed severe shortcomings in corporate governance and an urgent need to reform the international
financial regime. In the aftermath of the financial crisis, a large majority had lost trust in the free-market system,
government and business. Furthermore, the growing economic inequality has been precipitating governmental
policy interventions all around. Ghosh (2008), in particular, argues that some degree of socialization of financial
systems as well as greater state involvement in economic activity is inevitable.

Such changes would undoubtedly place greater social roles and responsibilities on corporations, particularly
large global businesses. In this new economic environment, businesses no longer have the right to operate
unilaterally. Renewed concerns over the environmental degradation also came around to the front. Noting that
from 1981 to 2005 the global GDP more than doubled, in contrast to the 60% of the world’s ecosystems being
degraded or used in an unsustainable manner, McLamb (2009) calls for global attention and investment in
reforestation, renewable energy development, creating new green jobs in clean technologies and clean energy
businesses, sustainable agriculture, and conservation-based enterprises.

In the meantime, the continued rapid expansion of e-commerce has produced a new concept of ‘flow’ factors in
economy. Unlike the traditional ‘stock’ factors (i.e., capital, labor, and other real resources), information,
technology, and other soft knowledge elements are now recognized as ‘flow’ factors that can provide dynamic
and synergistic effects for the business and economy. Yet, business-driven pervasive technology tends to increase
social disturbance and distortion by way of widening the so-called digital divide.

3.2 Beyond CSR

Such realization brings about an increasing recognition of the value of social contribution by sustainable
businesses. Sustainable business may be defined as a business that entails minimal negative impact on the global
and local environment, community, society, or economy (Werther & Chandler, 2011). But a growing argument is
that corporate responsibility should extend beyond avoiding value destruction. Businesses need to be more
progressive, proactive, positive, and constructive in creating value for all. They should and can pursue
sustainable development to create economically, socially, and environmentally balanced societies.

Notably Hahn (2011) provides a normative ethical reasoning for integration of CSR and sustainable development
into holistic management thinking. Faupel & Schwach (2010) state that corporate sustainable practices are those
that satisfy the needs of the direct and indirect stakeholders, and Peloza, Loock, Cerruti, & Muyot (2012)
recognize the stakeholder reputation as the most valuable asset of a firm. Nadeem (2013) contends that holistic
integration of corporate sustainability maximizes stakeholder value.

But the concept of sustainability remained unclear or even controversial. Dyllick & Hockerts (2002) state that
with the concept of sustainability so unclear, considerable more attention needs to be given to building a
systematic theory of corporate sustainability. Marshall & Brown (2003) note that the 1987 Brundtland definition
did not provide any guide for action, while Banerjee (2003) argue that the usual definition of sustainable
development is a capitalistic thought and its imposition on developing countries is problematic. Montiel (2008)
surveys management literature and finds that researchers use both CSR and sustainability to refer to social and
environmental issues, but there is no clear distinction between the two terms.

Salzmann et al. (2005) argue that there is an insufficient understanding of business logic for adopting corporate
sustainability strategies. As a result, the ambiguity of the sustainability is still frequently mentioned in the
literature (Aras & Crowther, 2008; Hakensen, 2010; Linnenluecke & Griffiths, 2010; Reinecke, Manning, & von
Hagen, 2012; Peloza et al., 2012; Valente, 2012; Alhaddi, 2015). Vallester, Lindgren, & Moan (2012) note that
many firms and practitioners remain in a state of confusion as to finding ways that would benefit both the firm
and society at large. Interestingly, however, Montiel & Delgado-Ceballos (2014) opine that the variability in the
definition of corporate sustainability can be considered an advantage because the openness to accept different
definitions has contributed to a richer discussion to the development of the field.

Nevertheless, by the time AICPA, CICA, and CIMA conducted a survey in 2010 covering 717 companies with
more than 1,000 employees in the U.S., U.K., and Canada, it was revealed that nearly 80 percent of those firms
had some sort of formal sustainability strategy in place (AICPA, 2010). The survey also reveals that the most
critical drivers of business sustainability are profitability and strategic factors, followed by compliance,
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reputational risk, cost cutting and efficiency. According to the 2010 UN Global Compact-Accenture Study “A
New Era of Sustainability,” 93% of CEOs see sustainability as important to their company’s future success. In
another survey on business sustainability by McKinsey & Company (2011), 57 percent of 2,956 corporate
executives said that their companies had already integrated sustainability into strategic planning by 2011.

Although there is still ambiguity and inconsistency in sustainability definition, a large portion of scholars now
agree on a three-dimensional definition of sustainability that pursues economic prosperity, environmental quality,
and social justice, which is consistent with the TBL concept (Elkington, 1994; Kaptein & Wempe, 2001; Dyllick
& Hockerts, 2002; Hart & Milstein, 2003; Bansal, 2005; Szekely & Knirsch, 2005; Collins, Steg, & Koning,
2007; Epstein, 2008; Bocken, Short, Rana, & Evans, 2013; Aragon-Correa, 2013; Starik, 2013; Montiel &
Delgado-Ceballos, 2014; Johnson, 2014; Van der Byl & Slawinski, 2015). Sustainable businesses are financially
profitable, environmentally friendly, socially equitable and economically empowering businesses. While driving
corporate performance, they positively contribute to the society by proactively addressing many critical issues
simultaneously and collectively.

It is no secret that as much as society wants business to be pro-society, business wants society to be pro-business.
Fukuyama (1999) views a healthy public-private partnership as a norm for social capital. Along this line, Chang
(2008) argues that a new reciprocity framework is needed to allow business to properly monitor and assess
society’s attitude toward business in terms of corporate taxation and regulations, business infrastructure,
community support, and related policy-making.

Business-society reciprocity may well be the key to sustainable and symbiotic progress for all as it empowers
and enables businesses to pursue value creation and wealth distribution that will benefit all. Reciprocity ensures
that both society and business are transparent to each other and they co-create social value which determines the
commensurate social compensation for both. In this context, the roles of the government in regards to taxation,
regulations, policy-making, infrastructure, and support loom large. Hence, the reciprocity may take a triangular
form partnering government, business, and people (or society at large) as seen in Figure 2.

Business

Government Society

Figure 2. Triangular reciprocity structure

Based on the value-belief-norm theory as the basis of support for a social movement (Stern, Dietz, Abel,
Guagnano, & Kalof, 1999), Andersson, Shivarajan, & Blau (2005) develop a theoretical framework for
ecological sustainability support behavior. While Kock, Santald, & Diestre (2012) use the traditional stakeholder
theory to explain firms’ drivers for undertaking sustainability strategies, Schaltegger et al. (2012) propose a
framework for business model innovation as a means to strategically create business cases on a regular basis as
an inherent, deeply integrated element of business activities.

Peattie (2001) reviews the early development in marketing effort from 1) ecological marketing to 2)
environmental marketing and to 3) sustainable marketing. While McDonald & Oates (2006) examine how
consumers view firms’ sustainable marketing activities, Vorhies & Morgan (2005) maintain that a firm’s
marketing capabilities positively influence its sustainability performance. However, as in other business
functional areas, there is little consensus as to the place for sustainability in marketing. Jones, Clarke-Hill,
Comfort, & Hillier (2007) report that some believe that marketing and sustainability cannot be reconciled, while
others argue that marketing can contribute to the development of sustainable consumption.

Jeucken (2005) contends that although banking and finance play a fundamental role in “social success,” financial
sector in general is largely ignorant and negligent about the rationale and pressures for sustainability. Sustainable
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finance extends the behavioral and pure financial goals of the company to a broader horizon than shareholders’
interest alone. Arguing that in a sustainable economy, corporate residuals belong to stakeholders, not just
shareholders, Soppe (2009) suggests that finance urgently needs a ‘sustainability approach’ to connect the CSR
initiatives with socially responsible investing in the capital market.

Many studies have documented that alongside environmental risk management, good sustainability practices in
employee relations, product safety, and governance positively influence the cost of capital (Verwijmeren &
Derwall, 2010; El Ghoul et al., 2011; Lima & Sanvicente, 2013). In the meantime, Sontag-Padilla, Staplefoote,
and Morganti (2012) advocate that nonprofit organizations should establish financial sustainability as a dynamic
and continual process and create a clear strategic plan that defines the social mission and builds programs,
community support, and collaborative partnerships.

Researchers stress the importance of top management support in developing sustainability culture (Berry, 2004;
Dixon & Clifford, 2007; Angel del Brio, Junquera, & Ordiz, 2008). Corporate sustainability practices are also
influenced by institutional ownership, stakeholder activism, customer pressures, NGOs, and political institutions
(Husted & Allen, 2006; Kassinis & Vafeas, 2006; Neubaum & Zahra, 2006; Doh & Guay, 2006;
Rueda-Manzanares, Aragon-Correa, & Sharma, 2008; Delmas & Montiel, 2009; Ditlev-Simonsen & Midttun,
2011; Surroca, Tribo, & Zahra, 2013).

Upon hypothesizing that shareholder activism and regulatory threats are likely to lead firms to adopt socially
acceptable practices, Reid & Toffel (2009) find empirical evidence of direct and spillover effects. Bateh et al.
(2014) state that organizational leaders may often develop a narrow view of sustainability and consider only the
aspects of sustainability that are directly related to their sphere of performance. This, labeled “internal
sustainability” by Raatzsch (2012), is concerned with survival in a competitive market, which increasingly
includes global competition. Internal sustainability also relates to maintenance of core principles or purposes as
external pressures may necessitate changes in operations and policies.

Yet, sustainability issues impact all business and non-business organizations also in terms of labor exploitation,
environmental pollution, resource depletion, and overall quality of life issues. More and more organizations now
move to the forefront of this “external sustainability.” Businesses and organizations that pursue both internal and
external sustainability exist not only for an economic purpose but also for a social purpose. They may be labeled
social enterprise or social entrepreneur.

Anita Roddick at the Body Shop and Ben Cohen of Ben & Jerry’s are recognized as early social entrepreneurs
with a strong environmental commitment (Wycherley, 1999; Blowfield, 2013). But the increasing attention
toward social enterprise has produced many examples of sustainable business strategies and practices of such
well-known companies as Barclays, BMW, Coca-Cola, Daimler, DuPont, GE, Ford, HP, Intel, Nestlé, Nike,
Novo Nordisk, PepsiCo, Shell, Starbucks, Tata, Unilever, and Wal-Mart (Wei-Skillern, 2004; Nadkarni et al.,
2008; Sotorrio & Sanchez, 2008; Magee, 2009; Haugh & Talwar, 2010; Porter, Hills, Pfitzer, Patscheke, &
Hawkins, 2012; Strakova, 2012; Savitz, 2013; Sharma, 2013b; and Polman, 2014). Recently attention has also
been drawn to new and smaller firms such as Acumen Fund, Benetech, Just Business, The Hub, and Toms Shoes
for their social enterprise practices.

The concept of social enterprise is similar to that of “benefit corporations,” that are incorporated in some twenty
states in the U.S. as legally obligated to pursue a social benefit in addition to their responsibility to the
shareholders (Hiller, 2013). Separately, “B Corps” are firms certified by B Lab, a non-profit organization, as
having met a certain set of standards for social and environmental performance (B Lab, 2013). Interestingly,
Shrivastava & Kennelly (2013) contend that “place-based enterprises,” whose resources, productive activities,
and ownership are anchored in specific local places, may be more likely than conventional enterprises to pursue
locally beneficial economic, social, and environmental outcomes.

3.3 Towards Sustainable Value Creation

While the dominant business model has arguably been threatening human survival (Metcalf & Benn, 2013), the
early sustainability effort was basically an “add-on” to what remain essentially unsustainable business operations
(Markevich, 2009). So, firms may have devolved considerably in recent decades, but they must and will continue
to evolve. Polman (2014) argues that while social responsibility and philanthropy are very important, businesses
in the future will have to go beyond that and make a positive contribution to the society.

As the focus shifts from value protection or preservation to value creation or generation for the society,
businesses are given a mandate under the corporate sustainability norm. Today every business has to be a social
entrepreneurship voluntarily and actively engaging in the fight for poverty, healthcare delivery, climate change
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and environmental protection, habitat destruction and biodiversity loss, public school funding, technological
capability, and human rights improvement. Every business should be willing to act as a source of peace, love,
and service. Every business should use innovation to better the environment and social living.

Intuitively societal development can be sustainable only when new value is created without destroying the
existing value. In terms of various kinds of capital a society pursues such as natural capital (natural resources),
man-made capital (produced goods), human capital (knowledge and skills), and social capital
(customer/community relations), the question is can we increase one particular kind of capital without destroying
other capitals. This concept is known as “strong sustainability” (Pearce, Markandya, & Barbier, 1989; Stern,
1997; Daly, 1999; Neumayer, 1999; Atkinson, 2000; Figge & Hahn, 2004). As opposed to a neoclassical view of
“weak sustainability,” which regards all capitals as substitutable with each other, strong sustainability requires
that each form of capital is kept constant.

Figge & Hahn (2004) then propose a new approach to measure corporate contributions to sustainability called
“sustainable value added (SVA).” Based on the concepts of opportunity costs and strong sustainability, SVA
considers simultaneously economic, environmental, and social aspects, and measures whether a company creates
extra value while ensuring that every environmental and social impact is in constant. Since then, many studies
have utilized SVA and developed similar measures such as market sustainable value added and total sustainable
value added (Hahn, Figge, & Barkemeyer, 2007; Kuosmanen & Kuosmanen, 2009; Van Passel, Van
Huylenbroeck, Lauwers, & Mathius, 2009; Faupel & Schwach, 2010; Strakova, 2012).

Nidumolu et al. (2009) propose a five-stage path for businesses to follow and become more sustainable: (1)
Viewing compliance as opportunity, (2) Making value chains sustainable, (3) Designing sustainable products and
services, (4) Developing new business models, and (5) Creating next-practice platforms. Sustainable
management seeks good alignment between environmental and economic objectives of the company as resource
efficiency translates directly into cost savings. Recognizing unique complications and challenges in capturing
shared value, Porter et al. (2012) suggest more pragmatic approaches for measuring shared value.

Gupta & Benson (2011) compare the risk-adjusted performance of U.S. companies in the annual Innovest
“Global 100” rankings with that of the more than 8,000 U.S. firms and conclude that firms with superior
environmental, social, and governance policies do not significantly underperform the market. In the meantime,
new hybrid business models are also offered that employ market tactics to address social and environmental
issues (Boyd, Henning, Reyna, Wang, & Welch, 2009; Hoffman et al., 2012; Pache & Santos, 2013).

Building on some sustainable business models offered by Stubbs and Cocklin (2008), Bocken, Short, Rana, &
Evans (2014) further develop sustainable business model archetypes mainly for manufacturing business. But
some of them are general enough to apply to business in general: “Re-purpose the business for environment and
society; Integrate business in the community; Encourage sufficiency; Adopt a stewardship role instead of
ownership; and Develop and deliver scale-up sustainable solutions.”

Bruyninckx (2014) argues that businesses should help ‘green’ the whole economy by changing the way they
produce goods and services. Liilfs & Hahn (2014) apply an action determination model for ecological behavior
to the business sphere and provide a framework for fostering corporate sustainable behavior. All in all, there is a
consensus that social, environmental and economic demands are considered the three pillars of corporate
sustainability (Elkington, 1994; Kaptein & Wempe, 2001; Dyllick & Hockerts, 2002; Hart & Milstein, 2003;
Bansal, 2005; Szekely & Knirsch, 2005; Collins et al., 2007; Epstein, 2008; Bocken et al., 2013; Aragén-Correa,
2013; Starik, 2013; Montiel & Delgado-Ceballos, 2014; Johnson, 2014; Van der Byl & Slawinski, 2015).

In light of the foregoing, we may identify four stages of evolution in social Ideals and the corresponding
corporate objectives as shown in Table 2. The recent evolution points toward a shift in social ideals from the
self-interest-based pursuit of prosperity to the affirmation of societal interests based on sustainability.
Accordingly, corporate objectives have evolved from the traditional SWM to the SWM subject to other
stakeholders' interests (particularly those of direct, local stakeholders such as employees), to the CSR-driven
value maximization, and to the maximization of sustainable value added.

At its most advanced stage, therefore, business sustainability means creating and maximizing social,
environmental, and economic values concurrently and collectively. This is the idea of ‘shared value
creation’—creating value to be shared by all including customers, investors and shareholders, employees,
suppliers and partners, the environment, and society (Porter & Kramer, 2011). The good news is that according
to numerous empirical studies, business profitability and sustainability are not incompatible but complementary
(Hillman & Keim, 2001; Smithley-Fulmer, Gerhart, & Scott, 2003; Core, Guay, & Rusticus, 2006; Cremers &
Ferrell, 2009; Godfrey, Merrill, & Hansen, 2009; Statman & Glushkov, 2009; Giroud & Mueller, 2011; Jo &
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Harjoto, 2011; Nadeem, 2013; Servaes & Tamayo, 2013; Clark, Feiner, & Viehs, 2014).

Table 2. Evolution in social ideals and corresponding corporate objectives

Social Ideals Corporate Objectives
Self-Interest-Based Shareholders' Wealth
Happiness or Utilitarianism Maximization (SWM)
Rights-Based Fairness or Stakeholderism-

Justice Constrained SWM
Morality/Duty-Based CSR or CSR-Driven Value
Commensalism Maximization
Sustainability-Based Progress or Maximization of Sustainable
Sustainable Social Evolution Value Added

3.4 From What and Why to How

As noted above, it has been argued that the current prevailing business models are increasingly outmoded with
negative externalities and thus preventing firms from becoming sustainable. Given the globalism, technology,
and social alertness, we probably cannot go back to the U.S. 1950s-style social contract. Again, fundamental
changes to traditional business models are needed to respond to societal, natural, and business needs of
sustainable development (Stubbs & Cocklin, 2008; Kelly & White, 2009; Birkin, Cashman, Koh, & Liu, 2009;
Schaltegger et al., 2012; Bocken et al., 2014).

But how can firms act to contribute to shared prosperity and long-term sustainable growth? How can they embed
or incorporate sustainability into company strategies, operations, and culture? Which practices are most effective?
Obviously just installing a Chief Giving Officer or a Chief Sustainability Officer cannot achieve the goal. Zollo,
Cennamo, & Neumann (2013) develop a conceptual framework to explore the process from its historical focus
on definitional (“what”) and motivational (“why”) questions to the understanding of change and learning process
questions (“how”).

Early on Hart & Milstein (2003) developed a sustainable value framework to help identify strategies and
practices that contribute to a more sustainable world while simultaneously driving shareholder value. Muthuri,
Matten, & Moon (2007) explore how corporations contribute to social capital creation through the dynamics of
improving community relations. Stead & Stead (2008) suggest that firms can obtain a competitive advantage
through both process-driven and market-driven sustainability strategies.

Noting the importance of within-firm sustainability communication, Colbert & Kurucz (2007) and Doppelt
(2008) suggest that all HR development be infused with sustainability themes and employees be continuously
updated with new information about sustainability. Siebenhiiner & Arnold (2007) note that setting ambitious
sustainability objectives can stimulate new ways of thinking and recommend allowing flexibility and autonomy
for implementing those objectives. However, Graham & Bertels (2008) caution that increasing sustainability
awareness provides only a limited blueprint for how sustainability should be implemented on a micro level.

While Pfeffer (2010) suggests that firms need to focus on human as well as physical resources, Haugh & Talwar
(2010) show how large firms utilize technical and social learning to embed sustainability across the organization.
Linnenluecke & Griffiths (2010) explore the link between organization culture and the pursuit of corporate
sustainability by assessing (1) what constitutes a sustainability-oriented organizational culture, (2) whether it is
possible for organizations to display a unified sustainability-oriented organizational culture, and (3) whether
organizations can become more sustainable through culture change.

Esquer-Peralta, Velazquez, & Munguia (2008) recommend putting existing systems related to environmental,
CSR, and stakeholder management together under one sustainability management system. Maon, Lindgreen, &
Swaen (2009) propose a comprehensive sustainability training program covering everything from sustainability
policies, programs, goals, and performance to all aspects of business operations, including suppliers, waste
management, product design and life cycle, business partners, and government.

It is also suggested (mainly by practitioners) that firms utilize employee grassroots efforts by providing time,
incentives, and rewards for conceiving and launching sustainability initiatives (Wirtenberg, Russell, & Lipsky,
2008; Willard, 2009; Strandberg, 2009; Bertels et al., 2010). McWilliams & Siegel (2011) apply a resource-based
theory to show how value is created and captured through corporate social practices. Connelly, Ketchen, & Slater
(2011) apply organizational theories such as agency theory, social network theory, signaling theory, and
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transaction cost theory, to better understand the ways that firms engage in sustainable marketing practices.

Yet, Starik & Kanashiro (2013) contend that none of the extant theories offer benefits and opportunities in
assisting organizations to move toward sustainability. Wirtenberg et al. (2008) points to the need for strong
commitment by corporate leadership which will allow the employees to fully embrace the sustainability culture.
Eccles, Perkins, & Serafeim (2012) state that to develop a broad-based commitment to sustainability, companies
need leadership commitment, an ability to engage with multiple stakeholders along the value chain, widespread
employee engagement and disciplined mechanisms for execution.

Sharma (2013a) defines sustainable value as the long-term and higher wealth for sharcholders and well-being for
stakeholders, which a company “co-creates” by engaging with different stakeholders on a range of issues
constituting the company’s value chain. Bocken et al. (2013) present a value mapping tool to help firms create
balanced social, environmental, and economic value through integrating sustainability more fully into the core of
their business. After reviewing different approaches to managing the tensions in corporate sustainability, Van der
Byl & Slawinski (2015) calls for balancing economic, social, and environmental goals, and applying conceptual
work through empirical studies.

As sustainability touches a myriad of social impact issues, it is never an easy task for businesses to create
sustainable value. However, they can and should move toward sustainability by developing new products and
services as well as business processes and systems, deliberately engaging in practices that create and deliver
sustainability values, and applying appropriate assessment tools for sustainability progress. In evolutionary
biology, sustainable evolution means a "life-centric" perspective on very long term sustainability. It is a goal for
every species, now including business. Business, like any other species, should develop and maintain the ability
to continually adapt to changes and thereby survive. This evolution takes well-intended and
carefully-coordinated effort from business, government, and society.

4. Sustainability Assessment and Education

While various initiatives, standards, tools, and instruments are continuously introduced in the CSR and
sustainability literature (Strike, Gao, & Bansal, 2006; Chen & Delmas, 2011; Maas & Liket, 2011; Walls,
Berrone, & Phan, 2012), it is still hard to measure a firm’s contribution to sustainability unambiguously. Ever
since Kaplan and Norton (1992) presented the balanced scorecard for both financial and operational reporting,
many organizations have integrated some kind of sustainability indicator into their strategic planning,
performance measurement, and decision-making (Figge et al., 2002; Lamberton, 2005; Nordheim & Barrasso,
2007; Adams & Frost, 2008; Bouten, Everaert, Van Liedekerke, De Moor, & Christiaens, 2011).

Epstein (2008) offers discussion of quantifying and measuring the sustainability risks, benefits, and impacts.
Corey (2009) reviews the role of sustainable development indicators in corporate decision-making and points out
that there is a substantial room for further work on the use of sustainable development indicators. Reviewing
many studies utilizing the data provided by the Kinder, Lydenberg, and Domini Indices (MSCI ESG Indices), the
Global Reporting Initiative, and the Dow Jones Sustainability Index, Montiel & Delgado-Ceballos (2014) argue
that it is still unclear how the economic and social dimensions can be best measured.

As a practical framework of sustainability, the TBL may be used as an assessment measure for the performance
of the business and the success of the organization in terms of economic, social, and environmental goals
(Norman & MacDonald, 2004; Dhiman, 2008; Goel, 2010; Rogers & Hudson, 2011). Ho & Taylor (2007),
Morhardt (2009), and Jackson, Boswell, & Davis (2011), among others, discuss the advantages and drawbacks
of TBL reporting, and find that there is a very wide range of reporting quality.

Some researchers address “ESG”—environment, society, and governance—as a similar configuration of three
dimensions of sustainability and find a positive correlation between ESG performance and overall performance
(Godfrey et al., 2009; Hespenheide & Koehler, 2012; Porter et al., 2012; Clark et al., 2014). But the governance
can be included in the economic dimension of the more inclusive TBL concept.

Benoit & Vickery-Niederman (2010) present a sustainability reporting system designed to provide monitoring
measures, indicators, and evaluations. Jensen & Berg (2012) apply institutional theory in their sustainability
reporting analysis. The recent trend is to promote integrated reporting, which is a holistic and integrated
representation of the company’s performance in terms of both finance and sustainability. Although third party
verification is a norm for financial reporting (e.g., CPA audits), it is still less prevalent for sustainability
reporting. Yet it is on the rise and increasingly viewed as important for credibility (Blackburn, 2007).

Gregory & Whittaker (2013) points out the inability of the conventional test method to correctly ascertain the
positive CSR value. They argue that markets indeed place a positive value on CSR but that is not detected by

10



www.ccsenet.org/jms Journal of Management and Sustainability Vol. 6, No. 1; 2016

conventional returns-based tests. Based on an extensive literature review Montiel & Delgado-Ceballos (2014)
show that the field is still evolving and different approaches to define, theorize, and measure corporate
sustainability are used, and as such, a standardized method to measure corporate sustainability does not exist.

Noting that the effects of corporate social responsibility on financial performance vary across firms and time,
Barnett (2007) develops a stakeholder influence capacity to explain this variability. Whereas Russo and Fouts
(1997) find evidence that ‘it pays to be green,” Aguilera-Caracuel & Ortiz-de-Mandojana (2013) later observe
that green innovative firms do not experience improved financial performance. Mattingly (2015) reports that
corporate social performance tends to produce positive outcome in accounting measures but not necessarily in
stock returns, which is in line with the earlier findings of Orlitzky, Schmidt, & Rynes (2003).

Ricart, Rodriguez, & Sanchez (2006) examine how corporate governance systems are evolving to accommodate
the consideration of sustainable development issues and suggest that the corporate leaders pay close attention to
sustainability agenda. Walls et al. (2012) point out that empirical research on the impact of corporate governance
on corporate social performance has also produced fragmented and contradictory results. Bertels et al. (2010)
note that it is difficult to identify the dependent and independent variables in many studies and there is a need for
much more clarity in relevant constructs for sustainability studies.

As everyone seems to be talking sustainability, colleges and universities, particularly business schools, now
recognize it as important knowledge for students to learn (Moon & Orlitzky, 2011; DiMeglio, 2012). However,
while the popularity of sustainability education is on the rise, Peters & Caro (2014) suggest that many academics
professionally and personally, still feel like Sisyphus when trying to incorporate sustainability into mainstream
business education. They note that it seems as if it always requires more validation and evidence to be
recognized and represented as an integral part of higher education.

5. Synthesis

Whether motivated by concern for society and the environment, government regulation, stakeholder pressures, or
economic profit, businesses are evolving to be sustainability-oriented. This is because while short-term economic
gain could be chased, a failure to account for social and environmental impacts would make business practices
unsustainable. So, the next frontier for businesses is not just 'doing less bad' but 'doing more good.'

The most relevant sustainability trends are related to organizational leadership, change, and culture, as well as
sustainability accounting and reporting (Bateh et al., 2014). Johnson (2014) suggests that firms must map their
path of sustainability in a way that is meaningful for them, while meeting the needs of their stakeholders.
Coombs & Holladay (2015) point out the importance of CSR communication since most stakeholders are
uninformed about corporate CSR efforts.

As businesses take the lead as a change agent for corporate sustainability, strong leadership and ‘buy-in’ are
needed. Indeed, as corporate sustainability keeps evolving, we are witnessing a paradigmatic shift in business
thinking and planning, which ultimately changes the way businesses are conducted. This is a change in basic
assumptions within the ruling theory of science. Key operational goals should span across the 1) economic, 2)
environmental, and 3) social aspects of the business. Examples include, but are not limited to: 1) Economic:
customer relationship management, governance, risk and crisis management, financial reporting and even
taxation; 2) Environment: resource use, emissions, water and energy management and environmental reporting;
and 3) Social: talent attraction and retention, safety performance, labor relations and social reporting.

While driving corporate performance, sustainable businesses positively contribute to the economy and society by
proactively addressing many critical issues as shown in Figure 3. These issues are compiled and synthesized
from the various studies referenced throughout this paper and categorized under the three pillars of corporate
sustainability agenda based on the business-society-government reciprocity.
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Economic Value
Financlal Performance
Corporate Governance
Shareholder Value Management
Fair Employment and Compensation
Market Presence and Brand Management
Innowvation Management and Cost Reduction

Recipracity-Based
CORPORATE
SUSTAINABILITY ,/

Social Value
Stakehalder Engagement
Employae Relations
Community Relations
Govern- Government Relations
Diversity and Human Rights
Corporate Citizenship and Philanthropy

Environmental Value
Environment Management
Eco-Friendly Products/Services
Pollution Management
Operational Eco-Efficiency
Materials, Energy, Water, and Waste
Compliance and Environmental Reporting

Figure 3. Sustainability value chain—a synthesis

The sustainability value chain diagram in Figure 3 may take a different shape or form depending on how
corporate sustainability is understood in terms of its underlying philosophies, dimensions, and extents. For
example, the diagram may be drawn as a set of concentric circles with business in the inmost circle and economy,
society, and environment in the outer circles. But such depiction may imply that the firm itself (i.e., its
well-being or profitability) is more important than the others in the outer circles, whereas Figure 2 portrays an
evenly balanced triangle for economic, social, and environmental values that firms would pursue simultaneously
and collectively.

As business strives to harmonize these values, it can evolve into a system that can lead to the greatest efficiency
in allocating resources and to the greatest economic good for the greatest number in the society. Businesses
should envision sustainability as part of the implementation continuum, be intentional about building a corporate
culture that supports the sustainability agenda, and make continuous attempts to evolve for sustainability.

6. Future Research Directions

Many issues remain unresolved. There is insufficient evidence of the problem, or insufficient knowledge about
whether or how a policy or action could contribute to more sustainable forms of development. Little work has
been done in terms of incorporating sustainability into organizational culture. There is a lack of evaluation and
assessment. Existing research has been fragmented or focused only on certain issues in isolation. There is also a
serious normative issue related to power and politics regarding sustainability.

The following list is presented to provide some potentially meaningful and feasible research directions (not in
any order) for further study in corporate sustainability.

*  Identifying the most relevant sustainability parameters for operational performance and investment returns
and defining constructs for the independent and dependant variables for empirical studies.

*  Measuring the size of a firm’s contribution to increased sustainability (sustainability value added) in terms
of its three—economic, environmental, and social—dimensions.

¢  Examining whether the three dimensions of corporate sustainability are equally valid and important.

*  Analyzing the non-financial performance and impact of sustainability practices on firm-level performance
measures.

* Investigating consistencies and inconsistencies in empirical results of corporate sustainability practices.

* Building evidence base for promising practices in sustainability and investigating the availability and
utilization of various sustainability indicators for corporate strategy and decision-making.
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* Investigating the influence of industry, geography, and culture on the adoption of sustainability approach to
corporate governance.

*  Conducting comparative analysis on long-term performance of companies perceived to be
pro-sustainability versus companies perceived to engage in controversial businesses and practices.

*  Conducting empirical investigations and comparative studies for firms at different stages of sustainability
implementation and determining the effectiveness of sustainability practices.

¢  Exploring questions about how companies present themselves publicly (for example on social media) in
designing and executing their overall sustainability campaign, how the public perceives it, and consequently how
the public perception affects firms’ performances.

*  Developing sustainability balance sheets and statements and investigating the changing requirements for
sustainability reporting and disclosure and how companies prioritize sustainability topics and non-financial
metrics to disclose.

*  Developing curricular projects linked to sustainability needs and benefits and exploring ways to include
systematic approaches to sustainability in business education.

*  Examining whether the current sustainability phenomenon is driven by corporate practitioners or by
academicians and who sets the standards.
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