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A Ten Country-Company Study ofSustainability and ProductMarket
Performance: Influences of Doing Good, Warm Glow, and Price Fairness

Abstract

Countries, companieand customerare becoming increasingly concerned with
sustainabilityHowever,it is unclearhow muchincreased costf any,companiesre willing to
toleratefor sustainability effortst the rate of potentially lower profitRlus,what are the
customers’ sensitivitie® the prices of produdierviceghat are developed within the realm of
sustainability initiativege.g.,how much more catine products/serviceost and still be viable)?
Additionally, with 193 countries of the United Natiormgitying the Sustainable Development
Goals, we knowvithatcountries ardocused on sustainability, but can companies achieve positive
sustainabilityeffects on performance above what countries are ddtansequently, what are
the macremicro dynamics in @y for sustainability effortsih a10-country study involving
4,051 companies, we examine thasgEcremicro (countrycompany dynamicscompany costs,
customer costs, and price sensitiviesthe effects of sustainability @ompanies’
performanceThe esults indicate thaiositive effects owompaniesperformance can be
achieved1) fromthecompanies’ sustainability efforts in dl0 countries studied, (2) evdrihe
costs and/opricesincreasd by 27 to 72 percent (depending on the dynamic and scenario), and
(3) by companiesmplementing sustainability efforthat are5 to 30 percent above teforts of
the countrylncreasedustainabilityeffects can alsbe gained from lowering customer and

companycosts,but no sucteffects werefound whenoweringproductprices.



Introduction

Sustainability is not about doing businessisisal butmaking substantive changes to
operations (Kilbourne 201@hat result in dtransformativé change (Varey 201Q@hat can be a
positive force in the global marketpladedmirably, afocus on sustainability has become an
increasingly attractive marketirggrategyfor manyglobalcompaniege.g., Chabowski, Mena,
and Gonzalez-Padron 2QKotler 20L1; Varadarajan 2004“Sustainabilitymeans seeking to
replace what we use and repahrat we damagestriving to leave the planet ia better condition
than that in which we found it” (Hollensbe et al. 2014, p. }23Rategically, being sustainable
hasalsoresulted in nurturing sentiments of comparigksng good’andcustomergultivatinga
“warm glow” feeling, such abaving a lower carbon footprintijo andBhattachary&2009
White and Simpson 20).3That said, a person who is skeptimay suggest that nurturing such
sentiments and feelings reside more in “responsible marketing” than in drearsfjarmative
change in the form of “sustainable marketing” prasti@. Varey 2010).

In actuality,we do operate in an era of market competitiveresd(most, if not all)
companies need to addrelsir bottomiine performancgKatsikeas, Morgan, Leonidou, and
Hult 2016). Thus, the combination of responsible marketing and sustainable markekiely is |
the prudent way to think about the issue (cf. Burroughs 20%i@hin thisframe of reference
marketing strategfor sustainabilityfocusedcompaniess aboufcreating a “varm glow”
customereffector having to increase compaggsts, customer costs, and/or product prices (e.g.,
Habel, Schons, Alavi, and Wieseke 2016; Mitchell, Wooliscroft,Higtham2010Q. In fact, one
perspective is thaharketing’s rolecan be tancentivize customeparticipation in sustainability

programs and havintpese customeidjust their'warm glow thermostat’GiebelhausenChun,



Cronin, and Hult 2016, p. 56 so-called warm glow can alleviate the negatives of some
increased costs.

Regadless of why companies decide to engage and how customers become irfaolved,
key concern regarding sustainability initiatives ... is how they affeaatipaal performance”
(Giebelhausen, Chun, Cronin, addIt 2016, p. 56). Consequently, Habel, Schons, Alavi, and
Wieseke (2016, p. 84) propostt sustainability initiativeshouldbe a matter of strategically
deciding between a “warm glow or extra charde.this sensdjke GiebelhausenChun, Cronin,
and Hult (2016) proposed, marketing’s robn beto develop an incentive or reason for
customerdo feel that they areeceiving added benefits by the company “doing good” in addition
to the “warm glow” that customers themselves {&fehilevitz 1999). Warm glow refers to the
positive feelings people typically experience when they support produatsdoympany
implementingsustainability initiatives (Andrews, Lou, Fang, and Aspara 2Q1Ke¢wise many
customes have a “warm glow” attachent, and oftentimes even a preferentm,their home
country’s productsaf. Agrawal and Kamakura 1999; Gurhan-Canli and Maheswaran 2000).

A company’s performance has lobgeninfluenced by the country in whighis
headquartered. Variance decomposition studies show that country effects &mcaprbten
percent of companie®ottomiine performance (e.g., BamiatBozos, Cavusgil, and Hult 2016;
Makino, Isobe, and Chan 2004 create this effect, companiesarketing effortare
influenced by country attributes, institutions, and national policy (e.g., Clark 1990), aed the
influencers gtend to sustainability efforts (Nilsson, Griggs, and Visbeck 2016). Spelyffical
2000, the United Nations established khi#ennium Dewelopment Goals teeduce the number
of people who live in extreme poverty by 2015. Subsequently, in Septembett#dbited

Nations and its 19&ember countries ratified the Sustainable Development Goalsethi@irgets



to end poverty, protect the planet, and ensure prosperity for all countries bgs2p&Q of a new
sustainabilityagenda (United Nations 2015). Seventeen goals were cteatgulacahe
Millennium Developmat Goals (Griggs et al. 2013). As such, in parallel with companies’
sustainability efforts in the last couple of decades (Chabowski, Mena, and&zeRadron
2011), countries have developed policy to engageistainability Flickigerand Set2016
Griggs et al. 2013).

Even with this increased countcpmpany sustainability emphasis by the United Nations,
we only haveverylimited knowledge of aountry’s sustainability efforts in relation to
sustainability initiatives by theompanies from (i.e., headquartered in) t@e country. We
also have very limited knowledge abdlese companiegroductmarket performancasit
relates tesustainability initiativesSeveralissues come up in this contegéenerally relating to
cost issues (e.g., company costs, customer costs, and produgt frcesquently, our
objective is taaddresghese important gaps macranarketingand policy knowledgéor (at
least)two corereasonskFirst,the dynamic between the magedated sustainability issues at the
country level need to be better understood wssahe same sustainability issues at the company
level. Basically, companies are-salled “nested” in the countries in which they haverthe
headquarters and the infrastructure for sustainability at each level gcaompany) feed off
each other. For example, it could be that the lack of sustainability infras&wattthe country
level hinders a company from becoming as sustainability oriented as ol Mge in the
industry across the global marketplace. Likewise, countries may wanvéctie sustainability
efforts— which some countries undoubtedly want to do with the ratification of the Sustainable

Development Goals by the United Nations — but the core companies in a country may not be on



board fully. Either of these scenarios present magawe issues, positive or negative, that have
significant implications for a company’s produntrket performance.

Secondcompany costs (e.gCloss, Speier, and Meacham 2011), customer costs (e.g.,
Giebelhausen, Chun, Cronin, addlt 2016), and product pricééndrews, Lou, Fang, and
Aspara 2014; Habel, Schons, Alavi, and Wieseke 2016) are generally viewed as the core
cost/price factors aftging the sustainabilitivalue” received by customers (cf. Woodruff 1997,
Zeithaml 1988)These cost/price factors have been associated with “doing good” (company
costs), “warm glow” (customer costs), and price fairness (product pricé®rmatketing
literature Beyond price, both customer and company costs are compaosedetore
components: purchase costs, use costs, and post-use costs (e.g., disposing of theHaroduct).
example, it is easy to figure out tiststainable products that cost too mudhonly be
purchased by a limitedumber of customers. As such, it is important to understand the
sensitivities to customer cgstcompany costs, and product priadgen implementing
sustainability initiativesHow much above the norm cdmese costs and prices bed the
product still becompetitivein the marketplaceompared with suitable alternativadsortunately
for customers, most product categories have closely related substitutasgahgdthe same (or
better) quality. This is especially true in commositiyented products. It would be easy to think
that customers are mindful of the “greening” effects/issues in the globaltpladeandwould
adjust their buying habits accordingly. That is, customers would be sustainadletsbecause
it is good for the planet, etc. Unfortunately, the reality is not as admiraltleit About a decade
old, results by the Grocery Manufacturers Association (2009) suggest that abotitina
customers surveydddicated that they consider sustability characteristicerthen making

purchasing decisions. This is admirable; less admirable is the outcome th22 @elscent of



these same customers actually bought sustainable products in the final count dumlbe@aof
reasons. This brings us teetunclarity that exists in the sustainability literature and practice at
the macro (country) to micro (company, customer) levels. What are ultintia¢elgst and price
sensitivitiesfor companies and customers in the (constraining) context of the sisiyn
infrastructure provided (or advocated) by countries?

The rest of the paper is organized as follows. Firstjevelop the research hypotheses
by drawing on the theoretical tension betwawstitutional theoryandresourcebased theorgs
well as integrating several thematic literature streasnapplicable to specific hypothegesy.,
sustainabilitycorporate social responsibilitgreen marketing, price fairnessd customer
value).Next, we describe the data collection, study mess and report on the measurement
analysedor the reflective scaleJhird, we present the results of the sustainability analyses
involving 4,051 companies in 10 countries. Finally, we discuss the significatite resultand

themarketing implicatiosfor companies attempting to manage sustainability efforts.

Theoriesand Hypotheses

As it relates to country-companglynamics, thdnypotheses in this study can be developed
effectively by drawing on ththeoretical tension that exédtetweerinstitutional theory€.g.,
Dacin 1997; DiMaggio and Powell 1988nd resourceased theorye(g., Barney 1991,
Kozlenkova, Samaha, and Palmatier 2014; Wernerfelt 1984). In the country-company, contex
institutional theoryvould suggesthat companies withinountriesbecomeasomorphicover time
while resourceésased theory suggests that companies’ strategic resalg@teemineheir
individually unique competitive advantag¥®ge briefly review the core aspects of RBV and

institutional thery, anddraw on theheoretical tensiobetween the two as well as integrating



several themef®r the hypotheses (e.gsustainability, corporate social responsibilgyeen

marketingprice fairnessand customer valjie

I nstitutional Theory

As applied in this study, institutional theory holds that to attain legitimacy, a company
tends to be isomorphic to other companies in its cowamdy as a result, over time companies
within the same country will resemble each other and be an extension of thenerent
(Dacin 1997). DiMaggio and Powell (1983) identify three mechanisoogreive, mimetic, and
normative pressures — through which such resemblance of companies occurs.

Coercive isomorphism is driven by two different forcgsofitical influerce and the
problem of legitimacy (DiMaggio and Powell 1983). Within the countmtext isomorphism is
an idea of what contemporary sociesésuld be that is addressed by the institutionalization of
certainmodels that areonstructed and promulgated through cultural @sgbciational
processes, such as tbaited Natiors Sustainable Development Goals (e.g., Griggs et al. 2013;
Nilsson, Griggs, and Visbeck 2016; United Nations 20m&portantly, as specified by the
United Nations, the expectation is rioat all countries will adhere to all 17 Sustainable
Development Goals equally from 2015 and on. Instead, countries have signed on to use the
United Nations framework and work toward beconmmgye sustainable and, ultimately, achieve
certain acceptable bsholds by 2030 (United Nations 2015). Within this frameetdrence,d
gain legitimacy for sustainability initiatives, companies imitate other companieptrat®
within their own country and, overall, these compaaies in essence, coerced to adhere to the
sustainability infrastructure in the counfof. McFarland, Bloodgood, and Payan 2008). Intra-

countrycompanydependenceolitically and from the standpoint tgitimacy,are key factors



in coerciveisomorphic chang@feffer and Salancik 1978). Since a company depends on its
home country’sustainabilityinfrastructure to achieve its own sustainability goals, the company
will imitate the structure, climate, and behavioral focus of other companies in the countti as we
as adhere to country attributes, institutions, and natgushinabilitypolicy (cf. Clark 1990).
Mimetic isomorphism arises under conditions of environmental uncertainty (Diblaggi
and Powell 1983; McFarland, Bloodgood, and Payan 2008). When faced with ambiguous
situations, as applied to our theorizing about couotryypanysustainabilityinitiatives,
companies model themselves after other companies in their home country, esafteralhose
they regard as more legitimate or successful (Liebermaiaaba 2006)Thesesuccessful
companies collectivelilave been able to wotk achieve performance goalghin the
constraints resulting frormountry attributes, institutions, and national policy. Additionally,
companies are also likely to mimic oth@mngpanies in their country-environment with whom
they have boundary-spanning ties, which favors intra-country connections oveountgry
connectionsdf. Galaskiewicz and Wasserman 1989pnagers who have intra-country ties to
peers in other companies are able to see how such companies deal with counaintoast
“learn what is and what is not acceptable” (Galaskiewicz and Wasserman 1989, jhb6)
learninginfluences the wayhey behave themselves in implementing sustainability initiatives.
Normative isomorphism results from the diffusion of ideas and normative rulesciéh s
networks (Mizruchi and Fein 1999). Normative rules dictate the organizational ardgiootl
behavors that are considered appropriate within the environment (Guler, Guillen, and
Macpherson 2002). In particular, professional and trade associatienserve as vehicles for
the establishment and dissemination of such normative rules (DiMaggio and Powell 1983)

Through these professional networks, members of one company influence thoséearf anot



(Mizruchi and Fein 1999). For example, Beliveau, Cottrill, and O’Neill (1994) exahfiactors
that predict sustainability arfdundthat a company is more &ky to engage in sustainability

initiatives if other companies in its industry have done so.

Resource-Based Theory

A number of theoretical perspectives focus on compewvsteffects to explain variation
in performance outcomes across comparaas,Hult 2011). Resource-based theory
(Kozlenkova, Samaha, and Palmatier 2014; cf. Hunt and Morgar), I8#finating as the
resourcebased view (Barney 1991; Wernerfelt 1984), is very applicable for the country-
company dynamics of sustainability initiativescgrsuch initiatives build on resource use and
constraints. Consequently, resource-based thdengifies the company’s idiosyncratic
strategiaesources as the primary determinant of competitive advantage and company
performance (Barney 1991Ihetheoryportrays resources as those tangible and intangible
strategicassets and capabilities possessed by a company that itnaleplement valuable
strategies that improve its efficiency and effectiveness (Wernerfelt.1884xamples,
company resourcesdlude brand names, patents, corporate culture, trade contacts, knowledge,
management skills, and efficient procedures (Barney 1991; Grant 1991; Wernerfelii984)
order forresources to be a source of sustained competitive advantage, they must be,valuabl
rare, imperfectly imitable, and non-substitutable (Barney 1991).

An important aspect of resourbased theory is that it explains Ieliged variation in the
profitability of companies within the same industry and courgniiatzi Bozos, Cavusgil, and
Hult 2016; Makino, Isobe, and Chan 2004; cf. Hunt and Morgan 1996). Due to the accumulation

of unique resources, companies evolve differently, thus exhibiting distinct ogragractures



and implementing differemharketing strategies (Day 1998y having unique strategic

marketing resources, companies erect barriers to imitation with the objeictjeaerating
above-normal returns and protecting their competitive advairtage marketplace (Wernerfelt
2005). Rumelt (1984, 1987) argues that through isolating mechanisms — such as response lags,
producer learning, and reputatiomempanies prevent imitative competition.

The company’s portfolio of unique strategic resosraiso influences the strategies that it
adopts (Peteraf 1993; Wernerfelt 2005). According to resdaased theory, these resources
enable the company to either achieve superior performance through difteyerdfats products
or to have the ability tananufacture more efficiently to achieve a {owst position (Conner
1991; Hunt and Morgan 1996; Porter 1980). At a given point in time, customers have divergent
preferences, but due to constraints in inputs, the company is unable to satisfy all of the
customers’ wants and needs (cf. Peteraf 1993). Instead, the compasgekill balance between
the external market demands and the internal resources and capabilitiesyta s#igghent of
the market (Grant 1991). Different companies possess differenircesaand hence will target
different segments, giving rise to withaountryintra-industry heterogeneity and profit level
variation €f. Hunt and Morgan 1996As such, idiosyncratic company characteriststgeh as
strategiaesourcesllocated to sustainability initiativesxplain differences iproductmarket

performanceacross companies (cf. Beay 1991).

Hypotheses
Hi serves as benchmarlexaminatiorof thetheoreticakension between institutional
theory DiMaggio and Powell 1983) and resoulzased heory,asit applies in marketinge.g.,

Kozlenkova, Samaha, and Palmatier 2014). The basic notion fertéiprovide guidance on

10



what is possible in implementing sustainability initiatives basetbantrycompany
competitiveness dynamics (Buckley and Casson 2011). On oneitmstitdfional theory

suggests that for a companyaitbain legitimacyregarding its sustainability efforts, tbempany
tends to be isomorphto the sustainability infrastructure its home countryandto other intra-
country companies’ sustainability effof3acin 1997). On the other hamdsourcebased theory
explains why there can ariation in the produatrarket performancef companies within the
samecountry andndustry €.g., Wenerfelt 1984. The ideas that,by combining unique

strategic resourcediosyncratically, companies erect barriers to imitation of their sustainability
initiatives, with the objective of generating above-normal returns (Wernerfelt 2005).

While institutional theory is a robust theory which has been used in a variety of macro
and micro settings, the theory has been pseticularlyeffectively in countrylevel international
research to explain macro phenomeng.( Udry 2003). Consequently, institutional theory
provides certain “boundaries” for our expectation of what can be achieved by cesmindinée
10 countries studied (Hult 2011, p. 509). Beyond these boundaries, however, we suggest that
resourcebased theory coupled thithe marketing literature on sustainability (etHuang and
Rust 2011; Hunt 2011; White and Simpson 2013), corporate social responsibility (e.qadlyer a
Soberman 2016;uo and Bhattachary2009), and green marketing (e.g., Cronin et al. 2011,
Trudel,Argo, and Meng 20D6provide a plausible justification for why companies’
sustainability efforts should reap performance advantages above ttte effthe country’s
sustainability infrastructure.

Perceptibly, Crittenden et al. (2011, p. 71) recogniae“dustainability is a major
concern for marketers in the 21st century since marketing strategiastasities are

inextricably linked to the future of the natural environment shiatains all lifé (cf. Kotler

11



2011).However, more than just a recogoit, which sometimes can be dismissed as a viewpoint
or desired staté,uo and Bhattacharya (2009, p. 210) showed that CSR-driven marketing
strategiexan meaningfully meet Wall Street’s demands, such as protargiet performance,

and ‘create moral capitaas well as provide dlinsurancelike protectiori for companies’
shareholder wealtiThis narrative is echoed by Cronin et al. (2011, p. 158) who state shat “a
companies note the positive gains that can accrue through environmentally frieriddyimga
strategies and the potential pitfalls associated withemsfironmentally friendly strategies, going
green is beginning to take center stage in boardrooms around the world.”

Consequently, our initial hypothegid1), which is tested with data from 10 countries,
builds on the theoretical tension between institutional theory and redmsed-theory. The
theoretical weight, however, &located to companies’ potential to leverage their
idiosyncratically organized sitegic resources to implement sustainability initiatives that build
on butalsosurpass the country’s sustainability effects. Tlassgbenchmark hypothesis (for Hz
through H to come)we formally stateH; as

Hi: A company’s sustainability activitidsave a positive effect on the company’s

productmarket performancabove the sustainability efforts provided by the
company’s home country.

Some companies are “doing good” (e.g., Kotler and Lee 2005) and some customers
acquire a “warm glow” (Habe&chons, Alavi, and Wieseke 2016) regardless of costs involved,
product prices, or benefits received in the exchange. These companies and sustwmer
adopted “seltaccountability” (Peloza, White, and Shang 2013, p) 1i@&t create a unique
value proposition for them. But, most companies and most customers, we argue, are not value-

seeking withousomelogical costandbenefit reasoning. Value is the functionbeinefits

12



“received and what is given” (Zeithaml 1988, p. 14). Thigonaleapplies to botltompanies
and customers; both receive benefits and both give up something in the exchange.

At the customer levelVvalue is a customer's perceived preferdocand evaluation of
those product attributes, attribygerformancesand consequences arisiingm use that facilitate
(or block) achieving the customer's goals and purposes in use situations” (Woodruff 1997, p.
142). Customer value is tightly connected to¢priairness(Habel, Schons, Alavi, and Wieseke
2016, which is defined as “aonsumer’s subjective sense of a price as right, just, or legitimate
versus wrong, unjust, or illegitimate” (Campbell 2007, p. 261). Customer value is alsotednnec
to the notion of a “warm glow” (i.e., positive feelings people experience when they tsuppor
products by a company implementing sustainability initiatives) in that increased glow also
increases the perceived value receivetlfelhausen, Chun, Cronin, arddlt 2016).

At the company level, there are a number of value propositions and definitions, but the
marketing focus on customer lifetime value (CLV) applies fittingly to sustainatiittatives
since such initiatives are targeting, at least partially, the fundamental idamioggcustomers’
repeat business because of “doing good atimg a “warm glow,” and/or offering sustainable
products at fair pricex{. Holm, Kumar, and Rohde 2012). In this caske“economic value of
repeat business is determined by the discounted net present value of future cagorfow
current customergFornell, Morgeson, and Hult 2016, p.)9€LV leads to an increase in stock
prices (Kumar and Shah 2009) andnoreasedompany profits (Venkatesan and Kumar 2004

With the assumption that customers are likely to purchase more quality pradocts f
company implementing sustainability initiativéfsthose initiatives do not affect costs or prices,
a greater effect of sustainability on produtdrket performance than expected in the baseline

hypothesis (k) should also follow. The reasoning is rootedgentiments stemming from
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companies doing good (Luo and Bhattachary2009, customers experiencing a “warm glow”
by the valueeceived or by adjusting their “warm glow thermost&fgbelhausenChun,
Cronin, and Hult 2016, p. 56), and/or Iperceived price fairnessHabel, Schons, Alavi, and
Wieseke 2016, p. 84). Formally stated as H
Ho>: A company’s sustainability activities haveeaterpositive effect on the

company’sproductmarket performance when (a) company costs are contained,

(b) customer costs are contained, and (c) productspaieompetitive, while

accounting for sustainability efforts provided by the company’s home country

As we stated in ththeoretical development ofo2Hsome companies are “doing good”

(e.g., Kotler and Lee 2005) and some customers acquire a “warm glow” (Heth@hsSAlavi,
and Wieseke 2016). In fact, some companies and customers cultivateititegood” and
“warm glow” phenomenaven if costandpricesare very high or benefits are minihaa non-
existent. From the standpoint of marketing strategy, consumer behavior, oralitipratiuct-
market performance, theoretically there is no consistent reasoning that cautiduxk tap
prescriptively explain such phenomena for a complete custamserds a company or even a
specificprofitable customer segmefaf. Luchs, Naylor, Irwin, an®Raghunathan 2010).
Likewise, normatively it is also difficult to describe why this behavior otghiappen or ought
to be rationalThe logic of “selfaccountality” (Peloza, White, and Shang 2013, p. 1@dr the
good of humanity is as close as we will get to encapsulatenijee value proposition for these
companies and customers. However, building on the “value” rationalg imeHargue thatery
high comgny costsyery high customer costs, andAry high product prices are not viable.

Therefore, His a complementary hypothesis todthd states that:

14



Hs: A company’s sustainability activities have no effect on the company’s product
market performancehen (a) company costs are high, (b) customer costs are
high, and (c) product priseare expensive.

Thelogic, butalso harshnessf Hs suggestshatthere is a theoretical and practical
middle ground that should be explored for products delivered by companies advocating and
implementing sustainability initiatives. The literatures on “doing gooditlg€ and Lee 2005;

Luo andBhattachary&@009, “warm dow” (Giebelhausen, Chun, Cronin, addlt 2016), and

“price fairness” Habel, Schons, Alavi, and Wieseke 2Pflteoretically demand such sensitivity
analysesThat is, while very high company costs, very high customer costs, and/or vairy unf
prices seeingly — for most people — will be off putting and result in no purchase, some modest
increases in costs and/or prices while maintaining a positive effect ammparice seem

plausible. In support, marketing research provides an indication that wouldsleabtelieve that
costs and prices being modestly higher watildlentice customers to buy as a part of their
“mindful consumption” (Sheth, Sethia, and Srinivas 2011, p. 21), socially responsible buying
habits (lyer and Soberman 2016), sustainable behaviors (Huang and Rusa@@Xgjeening”
deeds (cf. Leonidou, Katsikeas, and Morgan 2013, p. 151).

In parallel to H being a sensitivity analysis ofiHHsis structured as a sensitivity
analysis of H. The rationale is that@ompanyought to, in a normative mode, be able to build on
the positive embodiments of “doing godd’uo andBhattachary®2009 and the customers’
sentiments towardanting to experience a “warm glow” (even if it means adjusting their “warm
glow thermostat, Giebdhausen, Chun, CroniandHult 2016) toimplement sustainability
activities that result in somecreased company costs, increased customer costs, or increased
product prices and still have a positive effect on the company’s protu&et performance.

Though indications exist that a 30 percent increase in product prices have been received

15



favorably by customers (Enax, Krapp, Piehl, and Weber 2diggretically there iBmited
rationale to specify a specific breaking pointdoceptable increase$ company costs, customer
costs, and product prices but the effects should be above market-competitive costseand pr
Thus, without specifying a cut-off point, theory (and practice) sutiratt
Hs: A company can implement sustainability activities that residbme(a)

increased company costs, (b) increased customer ans{g) increasegroduct

prices and stillhave a positive effect on the compangteductmarket

performance

The rationaldor Hs comes full circle from where we started the hypothesis development
in Hi. That is, the tension between institutional theory (Dacin 1997; DiMaggio and Poweéll 1983
and resourckased theoryBarney 1991; Kozlenkova, Samaha, and Palmatier 2014; Vi&tne
1984 mandate a deeper theoretical and practical examination of thamgiMake between the
two theories, as they apply to countgmpany dynamigompetitiveness, arglistaimbility
(cf. Buckley and Casson 201Ruckley, Pass, andrescottLl998.

Again, institutional theory holds that to attain legitimacy, a company tends to be
isomorphic to actors in its home country and develop similar sustainabilitysedfodther
companies in the country due to the coumtsyistainabilityinfrastructure support (Dacin 1997,
DiMaggio and Powell 1983). For example, the globally adopted United N&isstainable
Development Goals are a form of coercive isomorphism to adhere to certain guénma
company after other cgmanies in the country or country initiatives regarding sustainability is a
form of mimetic isomorphism; and following normative rules unique to a country isnaofor
normative isomorphism. The coercive, mimetic, and normative pressures of msstditeory

suggest that companies cannot waver too far up or down on sustainability initiatives.
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At the same time, resourtased theory suggests that even in the restrictive scenario
presented in the countgempanydynamics of sustainability initiatives, comnies can leverage
unique, idiosyncratic strategic resources above that of the country in whicles$iabs(cf.

Barney 1991; Wernerfelt 198% achieve sup®@r productmarket performanceéit minimum,

the amalgamation of strategic resources a company uses to address suistanitgdives has a
strong possibility tde waluable, rare, imperfectly imitable, and non-substitutable (Barney 1991)
due to themixture of country, industry, competitors, and customers involved.

Integrating the logic from institutionah¢ory and resource-based theavg, apply the
rationale that there is “tsion” between the two theories, and that institutional theory presents
boundary conditions for the uniquevégage that can be realized by resotrased theory. \&
do, however, expect companies to be able to develop and implement sustainéiatigesthat
areto some exterdbove that of their home country amahetheless at leastaintain a positive
productmarket performareeffect.To theoretically guide us in this endeavor, we build on
configuration theory and the notion‘@deal profiles” of companiese(g., Doty, Glick, and
Huber 1993)Profile deviation studies normally select the highest perfayrhd®o ofcompanies
to calibratadeal profiles (e.g Van de Ven and Drazin 1985, Venkatraman and Prescott 1990).
In parallel, as a theoretical starting point and practical dgoidihe analysesve expect that
companies can implement sustainability initiatives that are 10 pepeasater than the
sustainabilitylevel achieved in a country’s infrastructucé. /an de Ven and Drazin 198%)s
such, integrating institutional theory and resourasedtieory and using guidance from
configuration theory, kstates:

Hs: A company can implement sustainability activite<0 percent above that of the

sustainabilityinfrastructurgprovided by the company’s home country and have a
positive effect on the companysoductmarket performance
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Methods

Data Collection

We tested the fivAypotheses using country, company, and custdotersed data
gatheredn 10 countries, including the nine Spanish-speaking sovereign countries in South
America (Argentina, Bolivia, Chile, Colombia, Ecuador, Paraguay, Peru, Urugod
Venezuela) and the United Stat8suth America occupies the entire southern part of the
supercontinent of the Americas, and there are 12 independent countries and ttogedeni
this continent. For data equivalence purposes (Hult et al. 2008), we excluded the three
independent South American countries where the primary language is not Spaeadh-(Br
Portuguese, GuyaraEnglish, and SurinameButch) as well as the thr&outh American
territories which are not considered sovereign states (Falkland Iskardsh Guiana, and South
Georgiaand the South Sandwich Islapd§he United States was included asadihhmark and
independent sample due to its efforts on international competitiveness.

Professional marketing research compameke 10 countries were usedidentify the
sampling frane, correlate the sampling frame across countesd collect the data online using
Quialtrics.For the survey instrument, wsed a “parallel translation approach” and multiple
translators to ensure that the questionnaireskatantic equialence acrossaihguages (English
and Spanish), conceptual equivalence across the countries, and normatigkeege to the
source survey (which was created in EngliSpecifically, we usetlvo translators to create the
Spanish version of the questionnaire from English. Then we had two Spanish-English fluent
translatorsattend to semantic, conceptual, and normative equivalences. Any differences of

opinion between the translators was solved in conference. As such, we took pretawimse
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that thewords and sentemrcstructure in the translatédms expressed the same mearasig
English (semantic equivalence), that the constructs used wesarttgacrosgroups
(conceptual equivalence),&nif needed, there was an ability of thenslatedtemsto address
social normghat differ across the ocatries (normative equivalence).

In collecting the datayur focus was on (1) statistical power (Cohen 1988) andaf2)
collection equivalencehe latter referred to &a/hether the sources of data, the methods of
eliciting data and the resulting samples are comparable across cultures, badieaved in
relation to three elements: sampling frame comparability, data collectoadure, and sample
comparability (Hult et al. 2008, p. 1037). Teliminake the alternative explanation that
differences in the sampl frame data collection metho¢gand final sampleaccount for
differences across thH) countries, we took stepssafeguardhat (1) the samplg frame was
the same across countri@gnior manager working fullme for a company headquartered in the
country), (2) the data collection method was the same for each country (online Mrc§ua
and (3) a random selection of companies used from eountryspecific representative sample
to alleviate anyuncontrolled, systematic errors biasthgestimators

Thesurvey instrument, statistical power, atatacollection criteria led us to sampleof
n=4,051 for the 10 countries. The country samples are: Argentina, n=437; Bolivia, n=355; Chile,
n=286; Colombia, n=480; Ecuador, n=548; Paraguay, n=247; Peru,;n32@uay,n=484;
Venezuelan=388; and the USA, n=529. On average, the companies dathlease aré4 years
old (range across countriez3 to 69years), employ,377people (range across countrie88 to
3,680people), and are dispersed across all ten economic settbeglobally used Harmonized
Commodity Description and Codir®ystem(agriculture, forestry, and fishing, n=11@ining,

n=60; construction, n=249; manufacturing, n=344; transportation, communications, ajastric,
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and sanitary services, n=35&holesale trade, r270, retail trade, n894; finance, insurance, and
real estate, n259; services, n=1,433; and public administration, n=580) cbhgwany age range
(28 to 45 years) ancbmpanysize range (769 to 1,486 people) among the South American
countries are relatively consistent while the US companies are, on avadegd69 years) and
larger (3,680 people employedescriptive statistics (means, standard deviations) and bivariate
correlations are included in Table 1 for the overall sample (n=4,051).

Insert Table 1 about here

Dependent Variable

To align with the study’$ocus onthe effecs of a company’sustainability activities-
rooted inthe United Natiors’ Sustainable Development Goalénfted Nations 2016 on
productmarket performancee(g., Morgan 2012; O’Sullivan and Abela 2)ahedependent
variable was anchored by growth of the market competitiveness of the cospartjolio of
products (e.g., Buckley, Pass, and Prescott 19®88jormancen to was the temporal reference
point to & (compared with last year, our company’s products are much more competitive in the
marketplacegn comparacion con el afio anterior, los productos de nuestra empresa son mucho
mas competitivos en mlercadg. To assess the validity of the dependent vari@\é prior to
the hypothesis testingve tested the bivariate correlations betwpmductmarket performance
(“product competitivenesyandreturnon4investment 7, p<.01), sales growth (.25, p<.01),
Tobin’s Q (.56, p<.01), and Altman’s Z (.38, p<.0lh)each case, tH2V of product
competitiveness is significantly related to traditional fiewel accounting and financiaharket

performance variables, as would be expettdte variable has criterioand concurrentalidity
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(Standards for Edational and Psychological Testi@§14 and istemporallyembeddedn the

marketingperformance outcome chain (Katsikeas, Morgan, Leonidou, and Hult 2016).

I ndependent Variables

Sustainability. On September 25, 2015, the United Nations and itsri€@8ber countries
ratified the “Sustainable Development Goalsto set goals to end poverty, protect the planet,
and ensure prosperity for all as part of a new sustainable development agental’ Nations
2015).Seventeen goaisere created as an extesand refined update ofdhearlier version
called the'Millennium Development GoalgGriggs et al. 2013)The millennium goals targeted
issues related to dignity, people, planet, and partnership. Tdwrsssues and the additions of
justice and prosgrity form the six dimensions aligned witie 17 “Sustainable Development
Goals” In our research, we asked the respondents to rate each offtivenafive scale items
based on the importanteattheir (1)country and (2) comparareplacingon each othe goals
(i.e., each item was rated twice, once for the compaugtainabilityefforts and once for the
countrys sustainability infrastructujeA Likert-type scale ranging from t&ngly Disagreé =0
to “Strongly Agre€ = 10 was usedWe weighted eacbf the sixdimension equally in creating
an aggregate index for “Country Sustainability” and “Company SustainabiiggpectivelyThe
17 goals, instructions, arigmsare included in the Appendix (in both English and Spanish),
with gaals 1 and 5 representing dignity; goals 2, 3, and 4 representing people; goals 6, 12, 13, 14,
and 15 representing planet; goal 17 representing partnership; goal 16 reprgsstitiegand
goals 7, 8, 9, 10, and 11 representing prosperity (Nilsson, Griggs, and Visbeck 2016).

Company Costs, Customer Costs, and Product Price. The two measurement scales for

Company Costs and Customer Gostre adapted fromork by Kirmani (1990). Bch scale has
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three reflective items anchored by “a very high cost’ ¢osto muy aljo= 0 to ‘ho cost at all
(sin costd = 10. For the scale measuring Company Costs, the items are: (1) our cdrepeny
considerable costs for its samable development activitie€ Qcostlnuestra empresa tiene
costos considerables por sus actividades de desarrollo sosleli@)ldhe money our company
invests on sustainable deepment activities is very larg€Qcost2el dinero que nuestra
empresa invierte en actividades de desarrollo sostenible es myyaaltif3) our company
incurs very high costs for its dagable development engagemeDOCost3nuestra empresa
incurre en altos costos por su compromiso al desarrollo sostg¢nime Customer Costs, the
parallel items are: (1)uv customers bear considerable costs for our compamgainable
development activitiesQUcost1;nuestros clientes/consumidores tienen costos considerables
por las actividades de desarrollo sostenible de nuestra emp@3dhe money our customers
invest in our company’s sustainable deyghent activites is very largeGUcost2;el dinero que
nuestros clientes/consumidores invierten en actividades de desarrollo sosteniblstde nue
empresa es muy ajtaand (3) oir customers incur very high costs for our company'tasuable
development engageme@lycost3;nuestros clientes/consumidores incurren en altos costos por
el compromiso al desarrollo sostenible de nuestra empréba price competitiveness item was
based on Buckley, Pass, and Prescott (1998), with a scalingdtoondly disagre@otalmente
en desacuerdd = 0 to “strongly agreet¢talmente de acuerdio= 10: Compared with last year,
our company’s prices are much more competitive in the marketgaamMparacion con el afio
anterior, los precios de nuestra empresa son mucho mas competitivos en el jnercado
Table 2 summarizes the results of the measurement analyses for the reflectivef scales
Company Costs and Customer Costs by country, region, and overall sarhplesychometric

properties were evaluated via confirmatory factor analyses (CFA) LKL 9.20 (Joreskog
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et al. 2000)The model fits were evaluated using @emparative-it Index(CFI) and the Root
MeanSquareError of ApproximatiofRMSEA). Composite reliability was calculated using the
procedures outlined by Fornell and Larcker (1981) based on Werts, Lin, and Joreskodgi§1974).
each of thelO countries, region of South America, and overall sample, the parametetesstima
(factor loadings) naged from .67 to .99, the composite reliabilities ranged from .86 to .96, and
the average variances extracted ranged from .67 to .89. The CFI ranged fron®9388&ridthe
RMSEA ranged from .02 to .0€ach measurement statistic indicates valid and telg&dtales.
Insert Table 2 about here

However, sce our research incorporates data collestedd countries, a neakiststo
establish measurement equivalence across couptitego the hypothesis testii§teenkamp
andBaumgartned 998). The assumption is that factor loadings, factor correlations, and error
variances ar@variant across countrie$o test these premisdeur different CFA models were
analyzed ana chisquare ¢?) difference test was performed on the nested models. First, we ran
a model where the factor loadings, factor correlations, and error variancesmararaht across
the 10 countriesyf=1,668.75, df=197). Second, weaalyzeda model where the factor loadings
are allowed to differ across each of fiecountries¥?=1,632.17, df=14B The Ayx?=36.58 and
Adf=54, which is not significant. Addingvo more modelsf(eely estimated error variancasd
factor loadings; freely estimated error variances only), as expeesedted in no improvements.
Thus,the measurement scales svbust across countries.

Discriminant validitybetween Company Costs and Customer Geatsassessed using
the proceduresecommended by Anderson (198Bagozzi and Phillips (1982), and Fornell and
Larcker (1981)First, this entails analyzintipe pair of constructs in a series of tiactor CFA

models for the country, region, and overall samf@@sh model was run twiceonce
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constraining the phi coefficien) to unity and once freeing this parameter. A chiasg(y?)
difference test was performed on the nested models to assesg?if/tihees were significantly
lower for the unconstrained models. The critical value§)>3.84) was exceeded in all cases.
Second, we examined the confidence intervalt{(#é- gandard errors) built around the
correlation between pairs of constructs to see whether it includes 1.0 (Anderson 19809t None
the intervals includes 1.0, indicating discriminant valitiégween construct3 hird, we
examined the difference between the Average Variances Extracted (AVE) for eachat @mst
compared it with the Shared Variances (SV) across consthueté.cases, the AVE was higher
than the corresponding SVs. The SMre alsa46 (lower than the preferred .50 valudjile
the AVEswere 76 to .89 for Company Costs and Customer Costs, respectively (highénghan
preferred50 percent This indicates that the measures possessed robust discriminant validity.

In addition, we used ¢hCFA structure to assess common method variance. We employed
a CFA approach to Haran's one-factor test (McFarlin and Sweeney 1992; Sanchez and Brock
1996). The rationale for this test is that if common method bias poses a serious treat t
analysis ad interpretation of the data, a single latent factor would account for all ntanifes
variables (JarvisMacKenzie, and Podsakoff 2003). A worse fit for the one-factor model would
suggest that CMV does not pose a serious thireatl cases, the fits areosse for the
unidimensional models, suggesting that CMV is not a threat to the analyses.

Control Variables. In addition to controlling fothe country’s level of sustainability via
the 17 Sustainable Development Goals (see Appendix) to evaluate a conabfacy’of
sustainability on produanarket performance, we included thesklitional control variables:
company agé€years),company sizénumber of employees), and industry classification

(agriculture, forestry, and fishing; mining; construction; manufactutiagsportation,
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communications, electric, gas, and sanitary services; wholesale traddradggifinance,
insurance, and reastte; services; and public administration). The industry classification was
grouped into the ten economic sectors in the Harmonized Commodity Description and Coding
System(HS). The HS systens an internationally standardized system to classify traded
productsthat can be aligned with tidorth American Industry Classification Syst¢NAICS)

and theStandard Industrial Classificati¢8IC).

Analyses and Results

Table 3 to Table 8 present the results of the hypothesis testitg M) and Figure 1
provides a depiction of the relationships studied. Table 3 reports ofietis @f a company’s
sustainability activities on produatarket performanc@H.). Table 4 summarizes the results of
H>, which examineshe potential for greater effes of acompany’s sustainability activities on
productmarket performancehen the compangnd customer costse contained and when the
product price areat least market competitive. Table 5 addresses the sensitivity to increased costs
(company and cusimer)and higher product prices §HH4). Table 6 and Table 7 deal with
containing nultiple costs (k) as well asncreasing multiple costs ¢) respectively. Table 8
reports on a company’sistainabilityefforts at 110% othe @untrys sustainability
infrastructure, but also provides data on the maximum atdvelow the country’s
sustainability level a company can be to achieve performance béHefits

Each hypothesis was examined via hierarchical multiple regression where tlodscont
where entered first, follwed by the hypothesized effect (Cohen, Cohen, West, and Aiken 2003).
In analyzing the regression models, we also ensured thdatiace Inflation Factors (VIRjid

not inhibit the results and that th#ect sizes for the modet®nfirmed sufficient powefiThe
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VIFs were lower tha.15 indicating that multicollinearity does not significantly affect the
analysesAdditionally, & a confidence level of 90 percent, the margin of arr@ach of the ten
countries averages 4.15 percent and the probability of finding’thelReved was > .90 at o =
.05 (except of course in cases with insignificant predictors). As glehablelevels of
multicollinearityandadequate@owerwerefound inall models (e.g., Cohest al.2003).
Insert Table 3 to Table 8 and Figure 1 about here

H: states that aompany’s sustainability activities have a significant positive effect on
the company’s product-market performance above the sustainability efforidgat by the
company’s home countrirhe results for iare in Table 3 and include counspecific
analses, region analysis for South America, and an overall analysis. In all Y8em@dmpany
sustainability has a positive effect on prodonzrket performancevith beta coefficients ranging
from .32 to .67 (p<.01), overall’Ranging from .17 to .37 (p<.01), and thR? from entering the
controls in step 1 tthe company sustainabilitsariablein step 2 ranging from .07 to .23 (p<.01)
in the 12 models. As such i$ supported.

H> states that aompany’s sustainability activities havgeatersignificant positive
effect on the company’s produatarket performance when (a) company costs are contained, (b)
customer costs are contained, and/or (c) productspaiEompetitive, while accountinigpr
sustainability efforts provided by the company’s home country. The results &re in Table 4
and Table 6 and include analyses for South America, USAthanolverall sampléo ensure
adequate power > .90 at a = .05 — we only conducted region, USA, and overall analyses for
H>, Hz, and H). For H, this included a combination of moderating influencesoofipany costs,
customer costs, and product prices (where compasty> 6, customerosts > 6, and product

prices> 6). Sample sizes restrict us from conducting country analyses. In all 21emalys
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company sustainability has a positive effect on produartket performance when company
costs, customer costs, and/or product prices are contained (i.e., not advégsghg#iie market
competitiveness of the product due to sustainability efforts increasingacts prices). The
beta coefficients range from .22 to .49 (p<.01), overaliaRge from .08 to .25 (p<.01), and the
AR? from entering the controls to tlkempany gstainabilityvariable range from .03 to .14
(p<.05) in the 21 models.

When comparing thbeta coefficients across theodelsrepresented in Hsee Table 3,
shaded area) and the corresponding models representedGioblg, Petkova, and Haritou
1995; Cohen, Cohen, West, and Aiken 2003), only the beta coefficients in the models for South
America— company costéZ-score=2.94, p<.0) and USA- customer cost§Z-score<.41,
p<.01) in Table 4, and South America&empany and customer cogfsscore=2.85, p<.0},
USA — company and customer cogfsscore$.74, p<.01), and the overall model for company
and customer costs (@ore2.54, p<.0lin Table 6 are largeHowever, sensitivity analyses
where the cutoff focompany costs, customer costs, and proprice approach the highest score
possible (10) — suggest that lowering company costs and customer costs havd hoteftec
such effectvas found for product price8t companycosts> 8 and customeicosts> 8, the beta
coefficients in the models for USAcempany costéZ-score8.67, p<.01), wverall- company
costs(Z-score®$.37,p<.01), South America €ustomercosts(Z-scoreZ.13, p<.01), andverall
— customer costéZ-score24.45, p<.01) also become larger than the benchmark in Table 3.
Consequently, Hwassupported in 9 of 21 models (when both the regular and sensitivity
analyses are taken into account).

Hs states that aompany’s sustainability activities have no effect on the company’s

productmarket performance when (a) company costs are high, (b) customer cosghare h
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andor (c) product price areexpensiveln opposite to the analyses fos, for Hz we conducted
analyses that took into account increased company costs, increased customerdzosts, a
increased product prices. The results feake in Table 5 and Table 7 and include analyses for
South America, USA, and the overall sample for a combination of moderating infugnce
company costs, customer costs, and product prices. Compstsy<c2 customeicosts < 2 and
product prices 2 for the individual cost analyses (table 5), anthpanycosts < 3customer
costs < 3and product prices 3for the multiplecost analyses (Table 7h seven of the 21
analysescompany sustainability did influence prodmearket performancpositively d the
p<.05 level (and positively in an additional eight analyses at the p<.10 level). elpud2wf the
21 models had F-values < 1.96. Thus, whdenpany sustainability does seem to have some
influence even at higher costs drigherproduct prices, the positive effects are varied, not
consistent, and unpredictable; as suchisHargely supported.

H4 states that aompany can implement sustainability activities that residbime(a)
increased company costs, (b) increased customer costsjrarégsegroduct pricegnd still
have a positive effect on the company’s produarket performancd.he results for Ware in
Table 5 and include analyses for South America, USA, and the overall sample fadim@timg
influences of company costs, customer costs, and product gkgaslecision rule, we analyzed
all possible sensitivitgcenariosn the equations used to test the 9 equations in Taolesive
at thelowestpoint whee company sustainability was still sigicant at the p<.05 level. The
benchmarks were the average company cost, customeagdgiroduct price. As Table 5 shows
(in the last ro, companies are willing to take on an additional 65 to 69 percent in cogigifor
products and stilleappositivebenefitsof their sustainabilityeffortson productmarket

performanceCustomers have flexibilitip take orfrom 54 to 70 percent extrastg allowing
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companies to alleviate some of their cost concerns and maintaining a postcteeff
sustainability on performanceu§tomers are more reluctant to see the extrabcodenrealized
in increased product prices, agreeing to take on 27 terd@m additional price increases (with
US customers only willing to see a 27 percent incre@s®)sequently, Kis supported.

Hs states that aompany can implement sustainabibigtivities at 10 percent abotieat
of the sustainabilitynfrastructureprovided by the company’s home country and have a positive
effect on the company’s produatarket performancd.he results for Elare in Table 8 and
include analyses for the 10 countries, South America, and the overall sample. Ao dele,
initially the full set of statistics to address &te forcompany sustainabilityet at 110 percent of
country sustainabilityThesel10percentanalyses for the 12 regression models produced mixed
results. Seven of the 12 equations bachpany susinability showing an effect on product-
market performancg<.05) but two of those equations had insignificant F-values. As such,
similar to the sensitivity analyses in,Kve empirically determined the maximwompany
sustainability levels that could be achieved in each country above that of the untry’
sustainabilityinfrastructure and still have a positive effect on compampiesiuctmarket
performanceThe results in the last row of Table 8 indicate that in eight of the countries
(Argentina, Bolivia Chile, Paraguay, Peru, Uruguay, Venezuela, and the USA), a company can
invest in a greater level of sustainabilibhan the country (ranging from 5 to 6rcent above the
countryfegion in which it resides and reap positive benefits on protharket grformanceln
two countries (Colombia and Ecuador), the country’s sustainability infrastrisetsr¢he tone

for what can be achieved@hus, H is supported.

Discussionand Implications
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Sustainability has become embeddethemycompanies’ marketing strategies as a
weapon to outduel competitors, “do gdéad the communityand creata “warm glow” among
customers€.g., Habel, Schons, Alavi, and Wieseke 206gffect, implementing sustainability
initiatives has become a way to organize for marketing excellenddd¢ofman and Day 2016)
and creat customer value (cKumar and Reinartz 20163ustainability has also received a lot
of attention from countries’ policymakers, first wittetastablishment ahe United Nations
Millennium Goals in 2000 and more recently in 2015 with the ratification by Unitadrisat
193-member countries of the Sustainable Development Goals (e.g., Griggs et al.iB3bd8; N
Griggs, and Visbeck 2016; United Nations 20I%)is countrycompanysustainability dynamic
feeds ito a company’s marketing stratedgiyom a marketing strategy perspective, e a
company can nurture the “doing good” mindset of its stakeholders (HillebrardsBmi, and
Koll 2015; Laczniakand Murphy 201Pand create a “warm glow” among its customers
(GiebelhausenChun, Cronin, and Hult 2016), theore theburden willbe lessened on costs and
product prices (e.gAndrews, Lou, Fang, and Aspara 2p14

However, nstitutional theorysuggest that country-company alignment regardiengls
of achievedsustainability is a likelgonsequence and could serve as a constraint to what a
company can achie\ef. Husted, Montiel, and Christmann 2016heoretically, in this
scenario, nstitutional theory holds that to attain legitimacgoanpanytends to be isomorphic to
its environment and, as a result, over tecoepaniesvithin the sameountrywill resemble each
otherin sustainability effortg¢e.g.,Hillman and Wan 2005 Conversby, resourcebasedheory
argues that companies can uniquely configure their resources to take strategi@age\ant
sustainability initiatives beyond that of whithe country has achieved (e.g., Kozlenkova,

Samaha, and Palmatier 2014 our study, théheoretical tension between institutional theory
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(Dacin 1997 DiMaggio and Powell 1983) and resoutzasedheory(Barney 1991Wernerfelt
1984 manifests itself as a ranfiem -30.0% to +24.0% of company sustainability levels
(excluding regional andverall scores)This is the range of company sustainability that is
achievable across countri@gith individual country levels reported in Table 8), above or below
that of the cantries’levels of sustainability, and the compesstill being able t@achieve
positiveeffects orproductmarket performancd-or example, ampanies in Ecuador (-30.0%)
rely heavily on the country’s sustainability infrastructure while compani@sgentina (24.0%)
have an opportunity to elevate theustainability efforts significdly above that of their country
and reap advantages on prodonzrket performance.

Ultimately, as we indicated previousiig key concern regarding sustainability initiatives
... iIs how they affect operational performanceidi@lhausemt al. 2016, p. 56) in the
marketingperformance outcome chain (Katsikeas, Morgan, Leonidou, and Hult 2016). In our
study, we found that positive effects on prodmetrket performance can be achieved (1) from
companies’ sustainability efforta all 10 countries studied (Argentina, Bolivia, Chile,
Colombia, Ecuador, Paraguay, Peru, Uruguay, Venezuela, and the United States) (Zhe
costsand/or prices increase by 27 to 72 percent, and (3) by companies implementing
sustainability effortgshat are 5 to 30 percent above sustainability efforts afdhgany’shome
country or region (with the exception of Colombia &wliadoy where the sustainability
infrastructure in the country has to lead the effort). Additionaligregased sustainability effects
can be gained from lowering custonoessts antbr lowering company costsut no such effects
were found when lowering product prices. These results support several ipsidat (1)
countrycompanysustainability and (29ustomer costs, company costs, and product prices.

Country-Company Sustainability
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This study’sresults were predicated bevels andchangesin country and company
sustainability (cf. Fornell, Morgeson, and Hult 201&)the theory testing of the firesearch
hypotheses we did not address levpés, se even though they were incorporated into the
analysesThe logic for focusing on changeslevels of sustainability is theoretically clear; it is
of little consequence to companies in Argentina whastistainability level is in Bolivia, for
example, except as a competitive benchmarking comparison. The reason is thaidhe ten
between institutional theory and resoubasedheory would only allow for a certain degree of
company variance in sustainiy within -country regardless of between country comparisons
(as indicated previously, the range is -30.0% to +24.0%, see Table 8). Howevemrnhevels
changes in sustainability need to be incorporated to understand what comparhés tard@a
relativeto countries’ sustainability efforts. As such, for a better understanding of the
sustainability benchmairkg-levels used in studying changes in those lewetgjre 2reports on
the sustainability scores of the countries and companies within couwgreszuela, oofficially
the Bolivarian Republic of Venezuela, has the lowest level of country sustayngb# 4.69, as
perhaps expected in the relatively tightly centralized and contreitkxtal republicwhile
Ecuador, officially the Republic of Ecuadbgs the highesk(= 7.26).

Insert Figure 2 about here

The bar charts in Figuredsoindicate that in four of the countries (Argentina, Chile,
Uruguay, and the USA), the countries themselves have achieved higher levsksioiability
infrastructure than the efforts demonstrated by the counta@@spanies. This presents a great
marketirg opportunity for companies since in each of those four countries, a company can gain
marketplace advantages by implementing sustainability efforts abowa thatcountry (see

Table 8). For example, in Argentina, where companies can gain positive pnoaikett
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performance by implementing sustainability initiatives at 124 percent of the gsieftorts,
companies right now underperform the courtifprtsby 3.17 percent (A 27.17%). Sinilarly,
companies in Chile (A 15.44%), Uruguay (A 12.56%), and the USA (A 17.51%) can gain
positive effects on producharket performancky increasingheir sustainability efforts.
Companies in Colombia and Ecuador should, at this time, rely on their countries’
sustainabilly infrastructurgsee Table 8)interestingly, Colombian and Ecuadorian companies in
actualityimplement initiatives that are above their respective countries. This means that
companies in Colombia (A -22.24%) andompanies irEcuador (A -32.55%) are spending
resources on sustainability initiatives that do not directly have as mucha@ifproducimarket
performance, a noble albeit performaadrimental actionThat said, despite costbese
Colombian and Ecuadorian comparees admirablyuilding a movement towardistainability
in their countriego reachboth higher country and company levels of sustainatwirgr time
The remaining four countries have mixed results on cowanypanyalignment (Bolivia,
2.96%; Paraguay, 12.20%; Peru, 4.80%; and Venezuela, 22.90%). Companies in Bolivia
(<14.0%) and Peru (<10%) are well within the sustainability efforts supportétsensitivity

analyses (Table 8), while companies in Paraguay (>9.0%) and Venezuela (> 0f) a

Customer Costs, Company Costs, and Price Sensitivities

The analyses involving customer costs, company costs, and ppochestvere
foundationally rooted in institutional theory (DiMaggio and Powell 12881 resourc&ased
theory (Barney 1991; Wernerfelt 1984) like the coumtbyapany analyses. These cost/price
factors have been associated with “warm glow” (customer costs), “doing {fodpany costs),

and price fairness (product prices) in the literature. With respect to tis#pcmes, mstitutional
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theory guides what cost and price levels are appropriate in a countryeduiecebasedheory
guides companies on how to use resources effectively to develop the value proposition for
customersHowever, the substantive literatures of “warm glo@idgbelhause, Chun, Cronin,
and Hult 2016), “doing good” (Lou arighattachary®009, “price fairness” (Habel, Schons,
Alavi, and Wieseke 2016), and “customer value” (e.g., Woodruff 1997; Zeithaml 1988) drive
much of the theorizing and the implications that can bevdfor customer costs, company
costs, and product pricegspectively.

Table 4 througirable7 have numeroussults relating to containing and increasing
individual and multiple costs/price&s expected, when costs and prices are contained (i.e.,
neither the company nor the customer has increased costs associated witsinguecheoduct
and the pricesf tha productaremarketcompetitive), company sustainability has a positive and
significant effect on productiarket performance (see Tabladd Table B The implication is
rather straightforward, company stakeholders (Hillebrand, Driessen,@dh20K5) like to buy
products from companies practicing and incorporating sustainability inigativieir
operations if the costs and prices are market compei@imetaining company costs and/or
containing customer costs, when the sensitivity analyses were involvededesyroduct-
market performance improvements-aiwis the benchmark model innH.ogically, cost
effectiveness is preferred by companies and customers. Howeyeffects of all of the models
involving containing produgprices (as a formf pricecompetitivenessr “price fairness”were
reduced This indicates that companies prefer a “doing good” frantefefence and customers
prefer a “warm glow” feeling over price competitiveness. Indpgosite, when costs and prices
are perceived to be increased significantly, the effettompany sustainability on product-

market performancareinconsistent and in the vast majority of scenaniassignificantin Table
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5 and Table 7 (insignificant beta coefficients, AR?, and/or equations).db high of a cost and too
high of a price result in less interest and an inconsistent sustaingbilftrmance relationship.
Again, this is not controversial, per se, although some heavily oriented “warm glstgmers
may prefer that sustainability produgisre always preferrealy everyondcf. Fenton 2014
Finally, where marketing strategpaking is importantelative to our study’s scopgin
the large “band” of options between the two extremes of containing costs(paogsany costs
> 6; customer costs > 6; and price competitiveness > 6) anddrastically increasing these
costs/pricegcompany costs <;Zustomer costs <;and pice competitiveness < 2This
middle-bandrange is basically represented by tbsults that are in between what is reported in
Table 4 and Table 5 on one hand diathle 6 and Table @n the other (with the exception of the
last row of Table 5). The basic notiohcost flexibilities and price sensitivitiésiild on“warm
glow” feelings (customers), “doing good” (companies), goice fairness(customers’
perception of product prices). For example, as a comparifigrfife percent of customers
across 60 courieswere found in a study by The Nielsen Company twitieng to pay more for
productsfrom companies that are committedstastainability initiatives (Fenton 2014). In our
case, wdound that customer and company costs as well as product prices can increase by 27 to
72 percent without being detrimental to a company’s prochacket performance. Of the
cost/price alternatives in Tablef@roduct prices are the most inflexible in the Uvhereonly a
27 percent price premium can be added withoutdbsise effects of sustainability initiatives on
a company’'groductmarket performancé&he company costs in South America has the greatest
flexibility , with a 69 percent abovermal cospossible to be added without significant

detrimentaleffectsona company’roductmarket performance.
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TABLE 1
Descriptive Statistics and Correlationgor the Overall Sample

Mean | Sndardi o1 5 | 3 1 4| 5| 6| 7| 8| o9
Deviation

1. Country Sustainability 6.15 2.67| 1.00

2. Company Sustainability 6.25 2.56| .60] 1.00

3. Company Costs 5.83 223 24| .24| 1.00

4. Customer Costs 5.96 223 19| .23 .68 | 1.00

5. Product Price 6.73 231 31| .47 .29 .28 | 1.00

6. Product Competitivenes 6.91 2.29| .30| .46 .29 .26 .82 | 1.00

7. Company Age 43.89 45.38| .08| .02| -05| .00| -.06| -05| 1.00

8. Company Size 2377.46| 3410.04| .03| -05| -06| -03| .01| .01| .54| 1.00

9. Industry .02| .01| -02| -01| -03| -03] .17| .08] 1.00

Correlations > .07 are significant at p<.05.
TABLE 2
Measurement Analysisof Reflective Scales
Argentina | Bolivia | Chile | Colombia | Ecuador| Paraguay| Peru | Uruguay | Venezuela Arsnoeurti2a USA | Overall

COcostl 72 77 .78 .78 77 .69 .82 .75 .84 77 .79 .78
COcost2 .95 .95 .98 .94 .83 .86 .88 .97 .96 .93 .89 .92
COcost3 .93 .95 .86 .81 .86 .96 .97 .95 .92 91 .90 91
CR 91 .92 91 .88 .86 .88 .92 .92 .93 91 .90 .90
AVE 76 .80 77 72 .67 71 .80 .80 .82 .76 74 .76
CUcostl .94 .92 .89 .88 .90 .86 .89 .89 .85 .89 .83 .88
CUcost2 .96 .92 .99 .92 .92 .92 .75 .94 .93 .94 .90 .92
CUcost3 .93 .93 .94 .87 .96 91 .81 .88 .92 91 .81 .88
CR .96 .95 .96 .92 .95 .92 .86 .93 .93 .94 .88 .92
AVE .89 .85 .89 .79 .86 .80 .67 .82 .81 .83 72 .80
CFI .99 .98 .98 .98 .97 .99 .88 .96 .97 .99 .99 .99
RMSR .04 .03 .05 .05 .03 .02 .09 .04 .06 .03 .03 .03
n 437 355 286 480 548 247 297 484 388 3,522 529 4,051

Note: COcost = parameter estimates (loadirfgs)Company Costs, CUcost = parameter estimates (loadings) for CugtostelCR = composite reliability,
AVE = average variance extracted, CFl = comparative fit index, and RMSR = root gueaia eesidual.
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TABLE 3

Effects of a Companys Sustainability Activities on Product-Market Performance (Hz)

Argentina | Bolivia | Chile | Colombia | Ecuador| Paraguay| Peru | Uruguay | Venezuela ArSnO;rtirc]:a USA | Overall
Age -.05 -.06 -25" | -12 -.20" -11 .00 .04 A7 -.08™ -14" | -1
Size A3 -.06 .05 A7 .08 -.01 -.00 -.02 -2 .03 .06 .09™
Industry .08 -.09 -.09 AT 18" -.06 .04 .04 -.02 .01 -10™ | -.02
CountrySustainability | .04 13 -.04 .06 -.19" .05 -05 |-.10 .07 -.00 413" | .057
C_ompgny 53™ .38™ 427|327 .60™ .58™ AT | 6T 48™ 48™ 37" A4
Sustainability
R? .30 .23 21 A7 .30 .37 A9 .37 .32 .23 .23 .23
AR? 18" .09™ .08" |.07" .20™ 23" A1 | 227 16™ 5™ .09™ 12"
F 8.58 5.99 5.16 | 6.61 8.27 9.09 4.67 | 11.39 9.32 59.15 31.51 | 87.61
*=p<.10,*=p< .05 ** =p<.01 Benchmark Models
TABLE 4
Containing Company Costs, Customer Costs, and Being Price Competitiid2)
Containing Company Cosf Containing Customer Cost{ Being Price Competitive
Soth USA | Overall Sou;h USA | Overall Sou;h USA | Overall
America America America
Age -1 -18™ | -.14" | -127 -18" | -15" | -04 -10" -.07"
Size .04 A5 |1 .03 .09 .08" .04 .06 .06"
Industry -.02 .06 -.00 -.04 .02 -.03 .01 -.00 .01
CountrySustainability | -.04 A2° | .01 .03 A0 .05 .02 .09 .04
Company Kk hkk hkk kK Kkk hkk kK kK kK
Sustainability 49 34 AL 45 AT AL 27 25 .26
R? 22 .20 21 .23 .25 .23 .08 .10 .09
AR? 14" .06™ | .12" 4™ 10" 43" .05™ .04™ .05™
F 28.60 40.73 | 141.06 | 31.28 17.89 | 48.80 | 11.74 8.55 19.89

*=p<.10, ** =p < .05, ¥** = p < .01Company costs > 6. Customer costs > 6. Price competitiveness > 6.
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TABLE

5

Increasing Company Costs, Customer Costs, and Being Price Expens(tis, Ha)

Increasing Company Cost Increasing Customer Cost Being Price Expensive
Soth USA | Overall Sou'Fh USA | Overall Sou'Fh USA | Overall

America America America
Age .04 -.05 -.04 27 -.03 A5 -.19 -.39 -44"
Size .07 -12 .10 -22 -53" | -22 A3 -27 A4
Industry .02 -30 | -.04 .06 -50" | -.09 A2 -.04 .20
CountrySustainability -.16 38" | .01 -.16 46™ .18 -.08 41 A5

Company ” " *
Sustainability .56 .36 52 45 19 .28 AT -.00 29

R? 24 .59 .29 21 77 24 A3 .50 .20
AR? .08 .07 A1 .05 .03 .04 .08 .00 .05
F 2.47 4.38 | 4.88 1.85 11.26 | 3.54 .64 1.82 1.81
Maximum % Cost Above Averagq 69% 65% | 72% 67% 54% 70% 55% 27% 70%

*=p<.10, ** = p < .05, ** = p < .01Companycosts <. Customer costs 2. Price competitiveness &

TABLE 6
Containing Multiple Costs (H2)

Containing Company Costs
and Containing Customer Cos

Containing Company Costs
tsand Being Pric€ompetitive

Containing Customer Costs
and Being Pric€ompetitive

Containing Company Costs
Containing Customer Costs
and Being Pric€ompetitive

SOUt.h USA | Overall SOUt.h USA | Overall Sou;h USA | Overall SOUt.h USA Overall
America America America America
Age -.14™ -12" -14™ -14™ -.07 =11 -13™ -12" -12" -.16™ -.09 -13™
Size .03 13 .09” .04 12" .08" .06 .05 .06 .02 .10 .07
Industry -.05 .08 -.02 .02 14" .05" -.02 14" .02 -.02 21 .05
CountrySustainability | -.03 .05 -.01 -.01 .03 -.00 .02 AT .04 -.02 .09 .01
Company A9™ A2 AT 31 257 | .29™ 27" 257 | .27 31 22" .28
Sustainability

R? .23 .22 .22 .10 .10 .09 .09 .13 .09 A1 12 .09
AR? A4 .09™ A3 .06™ .03" | .05™ .05™ .04 | .05™ .06™ .03” .05™
F 24.22 10.84 | 34.25 | 8.53 4.43 11.79 7.94 6.62 13.18 7.53 4.54 9.91

*=p<.10, ** =p < .05, ** = p <01. Company costs > 6. Customer costs > 6. Price competitiveness > 6.
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Increasing Multiple Costs (H3s)

TABLE 7

. . | . | Increasing Company Costs
Increasing Company Costs | Increasing Company Costs Increasing Customer Costs . )
and Increasing Customer Costsand Being Price Expensive and Being Price Expensive Increas!ng Cqstomer Co_st.,
and Being Price Expensive
ASOUFh USA | Overall Sou;h USA | Overall Sou;h USA | Overall Sou;h USA | Overall
merica America America America
Age .18 -23" -.03 AT -.36 A7 13 -.33 -.07 .39 -.28 24
Size -22 -11 -.01 -.02 .32 .06 -.08 -.03 -12 -.26 .29 -14
Industry -.02 -.35" -.09 .16 -13 A1 -.02 -.03 .10 -.25 -.20 A7
CountrySustainability | .15 37" .36™ -.23 A3 -.22 -71 14 -12 -.56 A5 -.16
Company | ) 49" | 270 | 45" 51 | .50" | .80 34 52 | .40 .60 42
Sustainability
R? .16 77 .26 42 41 .18 .28 .30 .26 .25 46 A3
AR? .02 20" .03 .07 A7 A3 22 .06 .09 .05 22 .06
F 1.97 12,92 |5.44 3.83 1.24 1.70 1.25 1.22 1.60 .67 1.18 .70
*=p<.10, ** = p < .05, ** = p <.01. Company costs3. Customer costs 3. Price competitiveness3.
TABLE 8
Company Sustainability Efforts at 110% of Country Sustainability (Hs)
Argentina| Bolivia | Chile | Colombia| Ecuador| Paraguay| Peru | Uruguay | Venezuela Arsnoeurti2a USA Overall
Age -.00 -.04 -.20 -11 -.22 -.20 .04 21 21 -.07 -.15" -10"
Size 13 .01 .20 .23 14 -.03 .05 -11 =21 .09” 12 43"
Industry .05 .04 -.34" -.00 .18 -12 -.03 15 -.13 -.01 -.01 -.01
CountrySustainability .02 -.11 A7 .05 -.08 34" .25 -.15 .10 -.00 A7 .04
Company i . . " i . o
Sustainability 49 .26 .35 14 .03 .20 .33 19 16 .23 A7 23
R? .25 .07 .33 .07 .06 27 .07 .09 .08 .06 .10 .07
AR? 18" .06 07" .02 .00 .03 .06 .02 .02 .04™ 02" .04™
F 2.87 .68 3.76 1.17 .56 2.68 .73 .67 1.02 6.00 4.13 10.38
Company/Countrnpustainability | .97 1.03 .98 1.09 1.03 1.14 1.05 |.93 1.30 1.05 .95 1.02
Maximum% AboveBelow 124% 114% | 113% | 86% 70% 109% 110% | 105% 108% 130% 112% | 127%

*=p<.10,*=p<.05,* =p<.01O0nly Company Sustainability case40 percent abovihe Country Sustainability averageereincluded in each
analysis‘Maximum % Above/Below” refers to maximum Company Sustainabléitiel whichshould be implemented abofze 100%)/ below(< 100%)of the
Country Sustainabilitjevelto attain a significant effect of Company Sustainability on PreMarket Performance
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FIGURE 1

Country-Company Sustainability and ProductMarket Performance:
Influences of Company Costs, Customer Costs, anddtuct Prices
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FIGURE 2
Sustainability Levels of Countries and Companies
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APPENDIX
United Nations Sustainable Development Goals

Note: Within the United Nation’s structure for the Sustainable Development GdaSs),Goals 1 and 5 represent
Dignity; Goals 2, 3, and 4 represent People; Goals 6, 12, 13, 14, and 15 repeessntdal 17 represent
Partnership; Goal 16 represent Justioe] Goals 7, 8, 9, 10, and 11 represent ProspEriglish (for the U.S.
survey) and Spanish (for the nine Sparspbaking South American countries) were used.

¢ Rate the following issues based on the importance that your countrggnoghis placing on each of the
Sustainable Development Goals set forth by the United Natiorepite®ber 2015 (strongly disagree = 0
to strongly agree = 10).

e Califique los siguientes aspectos con base en la importancia que su pais (emprddaajdeds a cada
uno de los objetivos de desarrollo sostenible establecidos por las Naciones Unidas en Segdeeai5
(totalmente en desacuerdo =aQotalmente de acuerdo = 10).

Goal 1 (No poverty)
e End poverty in all its forms everywhere
e Ponerfin a la pobreza en todas sus formas y en todo el mundo.

Goal 2 (Zero hunger)
e End hunger, achieve food security and improved nutrition and promote ab&aagriculture.
e Poner fin al hambre, lograr la seguridad alimentaria y la mejora de la nutricion y promover lauigrec
sostenible.

Goal 3 (Good health and wdiking)
e Ensure healthy lives and promote wiedling for all at all ages.
e Garantizar una vida sana y promover el bienestar de todos a todas las edades.

Goal 4(Quality education)
e Ensure inclusive anequitable quality education and promote lifelong learning opportunities!for al
e Garantizar una educacion inclusiva y equitativa de calidad y promover oportunidades de aprendizaje
permanente para todos.

Goal 5(Gender equality)
e Achieve gender equality arampower all women and girls.
e Lograr la igualdad de género y empoderar a todas las mujeres y las nifias.

Goal 6(Clean water and sanitation)
e Ensure availability and sustainable management of water and sanfitaitéah
e Garantizar ladisponibilidady la gestidrsostenibledel agua y ebaneamientpara todos.

Goal 7(Affordable and clean energy)
e Ensure access to affordable, reliable, sustainable and modern energy for al
e Garantizar el acceso a una energia asequible, fiable, sostenibtelgrna paraodos.

Goal 8(Decent work and economic growth)
e Promote sustained, inclusive and sustainable economic growth,dydraductive employment and decent
work for all.
e Promover el crecimiento econdmico sostenido, inclusivo y sostenible, el empleg pleductivo y el
trabajo decente para todos.
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APPENDIX (Continued)
United Nations Sustainable Development Goals

Goal 9 (Industry, innovation, and infrastructure)
¢ Build resilient infrastructure, promote inclusive and sustainable indigdtian and foster innovation.
e Construir infraestructuras resilientes, promover la industrializacion inclusigsasgenible y fomentar la
innovacion.

Goal 10(Reduced inequalities)
e Reduce inequality within and among countries.
e Reducir la desigualdad en los paises y entre ellos.

Goal 11(Sustainable cities and communities)
e Make cities and human settlements inclusive, safe, resilient and abtain
e Lograr que las ciudades y los asentamientos humanos sean inclusivos, segiliestes y sostenibles.

Goal 12(Responsible consumption and production
e Ensure sustainable consumption and production patterns.
e Garantizar modalidades de consumo y produccién sostenibles.

Goal 13(Climate action)
e Take urgent action to combat climate change and its impacts.
e Adoptar medidas urgentes para combatir el cambio climatico y sus efectos.

Goal 14(Life below water)
e Conserve and sustainably use the oceans, seas and marine resourcesrfabudevelopment.
e Conservar y utilizasosteniblemente los océanos, los mares y los recursos marinos para el desarrollo
sostenible.

Goal 15(Life on land)
e Protect, restore and promote sustainable use of terrestrial ecosysistagably manage forests, combat
desertification, and halt andverse land degradation and halt biodiversity loss.
e Proteger, restablecer y promover el uso sostenible de los ecosistemasdsyigsstionar sosteniblemente
los bosques, luchar contra la desertificacion, detener e invertir la degradacion dertas gidetener la
pérdida de biodiversidad.

Goal 16(Peace, justice and strong institutions)
e Promote peaceful and inclusive societies for sustainable developmeidepmowess to justice for all and
build effective, accountable and inclusive institutions at all levels.
e Promover sociedades pacificas e inclusivas para el desarrollo sostenible, fadifiteceso a la justicia
para todos y construir a todos los niveles instituciones eficaces e inclusivas que rind&@scu

Goal 17(Partnerships for the goals)
e Strengthen the means of implementation and revitalize the Global Bhairfer Sustainable
Development.
e Fortalecer los medios de implementacién y revitalizar la Alianza Mundial (entre losrgobj el sector
privado y la sociedad civil) para el Desarrollo Sostenible.

51



