BerkeleyHaas

Haas School of Business
University of California Berkeley

California Management Review

Walmart's Emergent -

© The Regents of the
University of California 2017

] . B
Low-Cost Sustainable  =emmeen

DOI: 10.1177/0008125617695287

Product Strategy )

Andrew Spicer! and David Hyatt?

SUMMARY

This article traces the strategic initiatives that Walmart undertook over the last decade
to implement its ambitious vision of selling more sustainable products. This effort has
been characterized by a gradual shift away from customer-facing initiatives aimed at
labeling sustainable products toward supplier-facing initiatives targeted at improving
environmental or social performance without raising customer prices. It highlights
the role of institutional intermediaries, transaction costs, and experiential learning in
shaping firms' capabilities to translate ambitious sustainability goals into operable,
mass-market initiatives.
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“What if [Walmart] used our size and resources to make this country and this
earth an even better place for all of us: customers, Associates, our children, and
generations unborn? What would that mean? Could we do it? Is this consistent
with our business model? What if the very things that many people criticize us
for—our size and reach—became a trusted friend and ally to all?”

—H. Lee Scott, Walmart CEO, October 23, 2005

ee Scott’s 2005 speech, announcing the company’s far-reaching cor-
porate sustainability strategy, is often cited as an example of what
companies can do to move large-scale sustainability initiatives to the
mainstream.! In his inaugural speech, Scott acknowledged, “As one
of the largest companies in the world, with an expanding global presence, envi-
ronmental problems are OUR problems.”? He then identified three goals to direct
Walmart’s future strategies: produce zero waste, be fueled by 100% renewable
energy, and sell products that sustained people and the environment. Scott
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acknowledged the experimental nature of the endeavor, noting, “These goals are
both ambitious and aspirational, and I'm not sure how to achieve them . . . at
least not yet.”

In this article, we present the findings of a multi-year project to trace the
strategic processes that Walmart undertook to implement Lee Scott’s vision, focus-
ing on the third goal to “sell products that sustained people and the environment.”
Like other research that examines processes of organizational change and learning
during the implementation of sustainability programs,> we analyze Walmart'’s les-
sons learned from an “emergent strategy” perspective that suggests that corpora-
tions often update and adapt their original plans as managers learn from experience
over time.* Based on this perspective, we view Lee Scott’s speech as starting an
ambitious search for initiatives to translate his ambitious sustainability vision into
concrete, measurable results. Our research was designed to identify Walmart’s own
lessons learned during the first decade of its sustainability journey.

Given Walmart’s size and reach, its experiences have the potential to inform
other enterprises wishing to implement an ambitious sustainable product’s strat-
egy as well as other firms wishing to respond to Walmart’s initiatives. Its experi-
ences also provide a unique opportunity to explore the meaning of sustainability
for firms that operate within a low-cost business model. Researchers who explore
the business case for branding and selling sustainable products often study firms
that pursue a differentiated product strategy that pushes additional costs to cus-
tomers.’> In contrast, Scott envisioned extending the sustainability marketplace to
serve a more price-conscious customer segment. One Walmart sustainability
leader described the strategy as an experiment in the “democratization of sustain-
ability,” since one of its goals was to accelerate the mainstreaming of the market
for sustainable products and practices.® Exploring Walmart’s experiences as it
sought to introduce sustainable products to a mass market provides the opportu-
nity to ground new theoretical ideas and concepts in the study of low-cost corpo-
rate sustainability strategies and outcomes within the experiences of one of the
largest companies in the world.

Tracing Walmart’s Emergent Strategy in Sustainable Products

Numerous authors have called for more research from an “emergent”
strategy perspective to directly explore the processes by which companies
implement environmental and social initiatives.” These researchers suggest that
the study of implementation processes, rather than formal plans or final out-
comes alone, allows for a closer examination of failed experiments, strategic
inflection points, and learning by doing that may offer important insights to
other firms facing similar issues and challenges. From this point of view, cor-
porate activities are not driven solely from the visions of top leaders, but also
from the strategic choices made throughout the entire organization about what
to do and how to interpret formal plans and visions. Organizational learning,
adaptation, and search over time are critical components to understanding
long-term strategic outcomes.?
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A “process tracing” methodology is frequently used to capture patterns of
emergent strategies.” Process tracing differs from conventional cross-sectional
analysis as it does not look to infer underlying causal mechanisms based on analy-
sis of observed outcomes, but instead directly examines decision-making processes
as they unfold in real time. To trace implementation processes of Walmart’s sus-
tainability strategy, we first wrote eight cases. The cases move deliberately across
time and levels of the organization. All these cases, except for the introductory
one about Lee Scott, were based on primary interviews with the protagonist of the
case. Walmart allowed us to interview sustainability leaders but exercised the
right to review all cases for factual accuracy and legal implications. The major
choices of interpretation and case writing were left to the academic authors, and
only minor changes to the cases were suggested during the process of legal review.

All the cases were designed to be in the voice of its particular protagonist,
describing the strategic process that they experienced in facing the problems. Each
of our protagonists, some of whom sat for multiple interviews, personally reviewed
all quotations and the case for any factual discrepancies. With the exception of a
transportation case, which was completed in 2014, interviews were conducted
and the cases were written during 2011 and early 2012, and were published in
December 2012.

For the case project, interview sessions were conducted with 28 current or
former Walmart employees as well as seven people from stakeholders that worked
directly with Walmart (suppliers, NGOs, consultants). The interviews included
seven conducted by phone and the rest were conducted at participants” offices.
The 45- to 90-minute interviews were recorded and later transcribed by reputable
transcription services. For some interviewees, we captured their retrospective
accounts, but others were in the process of enacting sustainability strategy. Overall,
these interviews produced over one thousand pages of interview transcripts. This
article solely uses the quotations already published and reviewed in the cases, as
these are publicly available.

To develop a fuller, theoretically informed narrative based on the cases, we
followed multiple procedures to further analyze our data. First, we identified all
the major product-related initiatives described in the cases. As most of the cases
were finished in 2012, we also updated our list of product-related sustainability
initiatives until the end of 2015 based on Walmart’s public announcements.

Instead of viewing these initiatives as separate and independent events, we
instead explored the company’s cumulative lessons learned as its leaders discov-
ered and adapted to what did, and what did not, work over time. To help identify
higher-level themes, we first developed a list of all the quotations from the cases
that related to sustainable product initiatives, identifying over 50 quotations
across the case series. We also analyzed hundreds of other documents (press
accounts, including Walmart’s press releases, Global Responsibility Reports, and
videos) as well as sustainability presentations made by Walmart personnel. We
also attended Walmart’s Sustainability Milestone Meetings to more fully capture
Walmart’s own perspectives of the events as they unfolded in real time.
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Following a typical strategy in narrative-based, process tracing research,!©
we then moved from the development of initiative chronologies and insider inter-
pretation to the analysis of emergent themes that explain strategic patterns across
time. Based on our review of the timeline of individual initiatives and related
quotations, as well as our experience in writing and teaching the cases across sev-
eral years, we identified three interrelated themes that helped to explain patterns
in Walmart’s strategy over time.

The first shift in the pattern of initiatives relates to a movement away from
product-specific sustainability claims toward projects aimed at developing a more
generalizable and holistic sustainability index. This shift represents a movement
from stories to scorecards, from telling narratives about individual products to
developing measurement tools that could be used to guide and evaluate multiple
product initiatives.

The second observed pattern relates to the level of the analysis at which
Walmart’s sustainability leaders focused their attention. We observed a move-
ment away from firm-level initiatives taking advantage of existing standards
and frameworks for sustainability toward institution-focused strategies deliber-
ately aimed at the “formation and transformation of institutions, fields and the
rules and standards that control those structures.”!'! In institution-oriented
strategies, the language justifying an initiative switched from what was just
good for Walmart to what would be good for the entire set of private and public
actors that were interested in providing more credible and meaningful informa-
tion to customers.

A final pattern relates to a general switch from consumer-facing initiatives
to supplier-facing ones. The lessons learned about the difficulties of constructing a
credible customer-facing index contributed to a discernible shift in the company’s
approach to defining what selling more sustainable products would mean within
its existing low-cost business model. Over time, the implementation of scorecard-
based product initiatives emphasized communications with suppliers to better
identify low-cost innovations that improved economic or social performance
without raising prices rather than communicating with customers to provide
additional information so that they could better evaluate the sustainability attri-
butes of particular products.

To better provide an underlying narrative of these lessons learned as
they unfolded over time for corporate participants, we designed a multi-level
map of Walmart’s emergent strategies, as illustrated in Figure 1. While our ana-
lytical goal is to explain why the three themes identified above came to interact
to explain strategic choices and outcomes over time, we choose to describe our
findings according to the chronological order presented in Figure 1 to illustrate
the emergent nature of Walmart’s lessons learned. We do not wish to imply a
strict chronological ordering in which new initiatives became implemented
only after the company learned about the limitations of earlier ones nor suggest
that our simplified model represents a comprehensive list of all of Walmart’s
product-related initiatives. Instead, we propose that the pattern presented in
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FIGURE |. Walmart's emergent low-cost sustainability strategy.
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Figure 1 provides an accurate road map of the general direction of Walmart’s
most important strategic choices and lessons learned over the first decade of
implementing Lee Scott’s ambitious vision of selling sustainable products in
U.S. markets.!?

Walmart’s Emergent Low-Cost Sustainability Strategy
The Growing Demand for a Low-Cost Sustainability Index, 2005-2008

The first major strategic inflection point in Walmart’s efforts to imple-
ment Lee Scott’s goal of selling sustainable products relates to efforts to move
beyond stories as the company recognized the demand for a systemic index to
define, measure, and compare product sustainability. This is described as a set of
learning points along Path A in Figure 1. With experience, sustainability leaders
increasingly sought a holistic measure of what actually constituted a sustainable
product, so that they could better measure their own progress toward meeting
Lee Scott’s goal to sell sustainable products and, at the same time, better commu-
nicate to customers what exactly they were selling.

At the beginning of the broader sustainability initiative, the telling and
retelling of individual stories provided the momentum to encourage a wide search
for possible product and marketing innovations. Storytelling did not require for-
mal measurements of all potential attributes of sustainability but instead relied on
the internal and external dissemination of individual cases that clearly achieved
success on some commonly understood metric. For instance, in Scott’s 2005
speech, he provided concrete stories about reducing toy packaging, which con-
served natural resources and saved money, and using organic cotton in yoga out-
fits, which were quickly demanded by customers, thus providing tangible
illustrations of the way in which a company like Walmart might both sell sustain-
able products that excited customers and engage in innovation that improved the
impact of the company’s products on the environment. Andy Ruben, Walmart'’s
first vice president for sustainability, who deliberately encouraged story-telling as
a tool for building momentum for the sustainability program across the organiza-
tion, noted “We did end up with those stories; but instead of three to four, we had
hundreds of them.”
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Many of the success stories became embedded in company rhetoric as
exemplars of shared value creation. For instance, CFL light bulbs were a preex-
isting product innovation, but they matched Walmart’s goals to sell more sus-
tainable products, so the company used its extensive reach to make this product
more easily available to customers. The technology for concentrated detergent
also was readily available, but Walmart helped bring it to market by promising
suppliers equal or greater shelf space, despite the smaller product size. Using a
“lens of sustainability” in evaluating the packaging for a Kid Connection car/
truck toy set, Walmart determined that the packaging was several inches larger
than needed for safe shipment, reporting that the resulting packaging reduction
in this single product category saved $3.5 million on transportation while also
saving 5,100 trees and using 1,300 fewer barrels of oil.!?> These stories, and oth-
ers, were retold over and over, building momentum to explore other potential
cost savings.

The broader packaging initiative represented exactly the type of shared
value innovations that Walmart hoped to use to define its sustainability program.
It decreased Walmart’s costs while also contributing to its ability to meet transpor-
tation efficiency goals. Reduced packaging meant more products on trucks.
Combined with innovations in pallet configurations and logistics routing improve-
ments, these shifts improved the sustainability metric of cases of product moved
over fuel used and contributed to the eventual achievement in 2015 of the 2005
goal of doubling fuel efficiency.'#

Decreased packaging and transportation costs represented two clear
dimensions for measuring product sustainability, but questions remained about
how to compare these dimensions against a host of alternative definitions of
sustainability. Some advocates focused on the human costs of producing certain
products, such as “dirty gold” in jewelry.!> Others called for better management
of renewable natural resources, such as by selling only certified sustainable fish
in stores. Still others demanded lower amounts of pesticides or chemicals in
products or encouraged initiatives to decrease product-related greenhouse gas
emissions.!® Another group pointed to consumers’ product use and disposal as
the “hot spot” for environmental impacts, questioning Walmart’s sale of prod-
ucts such as bottled water.!”

At first, Walmart responded to these issues with individual initiatives. For
example, it announced a partnership with Conservation International to develop
supply chain transparency for a line of jewelry, known as the “Love, Earth” col-
lection, using environmental, human rights, and community criteria.'® Sam’s
Club introduced a range of gourmet coffees with three certifications: fair trade
certified by TransFair, responsible harvesting certified by the Rainforest Alliance,
and organic certified by the United States Department of Agriculture (USDA).
Walmart also committed to using third-party certification (Marine Stewardship
Council) for wild-caught fish and helped cotton suppliers to become USDA
Certified Organic.'®
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However, over time, these individual product initiatives presented new
issues. For instance, Walmart relied on self-reported data from its Love, Earth
jewelry suppliers, but an investigative reporter reported that a key Bolivian man-
ufacturer was falsifying data and contracting with sweatshops.2? The lesson was
that relying solely on suppliers” accounts without independent verification would
be risky if Walmart hoped to make sustainability claims to consumers. Walmart
also struggled with whether the sale of certain products with poor sustainability
attributes, such as bottled water, fell within its broader sustainability goals, but
eventually asserted that it would not exclude products that customers demanded.
As Lee Scott told a Wall Street Journal reporter, “If the customer wants bottled
water, we are going to sell bottled water.”?!

Measuring and labeling sustainability attributes across a wide range of prod-
ucts also emerged as an ongoing challenge, particularly when making claims to
customers. The need for a holistic standard crystallized when Walmart asked sup-
pliers for proposals for a 2008 Earth Day promotion. Suppliers, having no common
standard by which to gauge sustainability, responded with such a vast range of
claims, across multiple dimensions of the product attributes (e.g., reduced packag-
ing material, percentage recycled content, use of non-toxic ingredients, product
recyclability) that Walmart'’s sustainability leaders could not figure out which prod-
ucts to include. The concept of a “sustainable product” transcended any individual
product dimension, such as packaging or recycled content, and therefore corporate
actors were wary of calling a product sustainable based on the evaluation of a
single dimension, noting the risk that Walmart might discover later that some data
were inaccurate or that the product was not sustainable on alternative criteria.

Matt Kistler, who followed Ruben as the senior vice president for sustain-
ability in 2007,%? took a logical next step and asked external experts how to pro-
ceed. However, even a team of advisers that Kistler called the “council of elders”
could not articulate a clear, consensus answer:

We were doing the circular for Earth Day and were struggling to figure out which
products to put into the circular—which ones were truly “green.” And we were
wracking our brains over what qualified. So we ended up creating a council of
elders—a leadership council of NGOs and academics to vet the products that the
merchants had given us. It was after that we realized we must have a science-
based tool—this council approach was not going to work. We were going to get
labeled as greenwashers—it’s just not scientific.

For example, one promotion presented Campbell’s Condensed Soup with a
green label (instead of the customary red one) as a sustainable alternative because
it was condensed. However, this choice generated external criticism and accusa-
tions of greenwashing—that is, that sustainability at Walmart meant taking exist-
ing products and putting green labels on them. In the absence of a credible, holistic
measure of sustainability, the company learned through experiences like the
Earth Day promotion that comprehensive marketing campaigns remained both
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difficult and risky, particularly given the expectation that any product claims
would receive wide public scrutiny.

Summarizing these early lessons, Rand Waddoups, a senior manager work-
ing with Kistler on the problem of defining and communicating product sustain-
ability, noted,

We always had the same two questions: One, how do you gather and purpose
data? How do you do it in a way that is really efficient and effective? Two, once
you get all that data, how do you purpose it to ensure that you will actually get
value from it?

As Walmart’s leaders searched for answers to these basic questions, they
came to believe that the issue was not simply that suppliers or Walmart didn’t
know, or even that the “council of elders” disagreed over best practice; rather, it
was that the holistic solution that Walmart sought simply did not yet exist. As
Waddoups elaborated,

We struggled to find someone who could really help us do this; but increasingly
we realized that the solutions we saw were only different parts to the puzzle—
there was no holistic solution. The more we explored, the more we discovered
that there are resources, beginning points, but we needed so much more. How
were we going to measure water and the importance of water? What'’s the dif-
ference between water in water-starved regions in India versus water in North
Dakota, where they’ve got plenty of it? How do you deal with the differences in
geography and the real impacts associated with decisions you have to make? . . .
We're a retailer and building an index is not our core capability.

Walmart wanted a comprehensive solution, but its retail experience did not give
it the capabilities to develop holistic standards across the wide range of products
in its stores.

Waddoups described existing certifications, standards, and approaches as
only a starting point in the search for a holistic standard. Thus, while emergent
product-labeling organizations did exist at the time, such as in seafood, organic
food, and forestry, Walmart’s decision to define, compare, and communicate sus-
tainability across its entire product line meant transcending product category
approaches. Walmart identified the company GoodGuide as having the type of
holistic index it hoped to develop. This technological start-up company aimed to
develop, evaluate, and compare product sustainability attributes—health, envi-
ronment, and social—across a wide range of product categories. Relying on an
extensive array of public and private data, GoodGuide scored products on sustain-
ability attributes along a 1 to 5 scale and provided an overall product score that
customers could use to compare different products. However, the mechanisms by
which these scores were determined were secret. Kistler, ever wary of the risk of
greenwashing, recognized that “GoodGuide was much more holistic, but it did
not meet our criteria for transparency.”
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Walmart’s sustainability leaders hoped to develop a holistic and trans-
parent index that could withstand the type of criticism and challenges that
they knew the company would likely encounter, but, over time, they came to
believe that the institutional infrastructure of the sustainability product mar-
ket had yet to develop a systemic solution to this problem. These early lessons
shaped the company’s subsequent strategic choices, as the company moved
from trying to bring specific products to market, as illustrated in its 2008 Earth
Day initiative, toward defining the standards for the marketplace as a whole.

The Sustainability Consortium, 2009-2015

In this section, we further explore Walmart’s strategic movement away
from customer-facing initiatives through their experiences in founding and
helping manage The Sustainability Consortium, a collective action organiza-
tion designed to develop holistic and public standards to define and measure
product sustainability attributes. The rationale of Walmart’s institutional strat-
egy announced in founding the Consortium is illustrated in the learning points
represented in the upward line B in Figure 1, and the realized outputs of the
Consortium by 2015 are illustrated in the downward line C.

The demand for initial shared, institutional work was clearly articulated in
the July 2009 Walmart Sustainability Milestone Meeting, when Walmart CEO
Mike Duke announced the formation of the Consortium, first reviewing the les-
sons Walmart had already learned:

As I look back at our progress over the past few years, I think the most difficult
challenge has been to measure the sustainability of our products. Despite all the
work that’s been done, we see only bits of information, but not the full picture
across the supply chain. We don’t know the patterns, hidden costs, and impacts of
the products we make and sell. Nor do we have a single source of data or a com-
mon standard for evaluating the sustainability of products. If we want to help the
customer of the future live better, we need that data. We need that big picture
view.23

This “big picture view” required more than imagining what Walmart could
accomplish as a single organization; it demanded cooperation with others to col-
lect the data and create the sustainability standards that would improve and
expand the market as a whole. To spark this cooperation, Duke provided start-up
funding for the Consortium with the explicit goal of developing a sustainability
index that firms could use to transparently measure and communicate product
sustainability:

The Index will bring about a more transparent supply chain, drive product inno-
vation, and, ultimately, provide consumers the information they need to assess
the sustainability of products. . . . It is not our goal to create or own this Index; we
want to spur the development of a common database that will allow the consor-
tium to collect and analyze the knowledge of the global supply chain.?*
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Duke remarked that, as an engineer, he preferred “data and an elegant
process” to solving problems and hoped to help work with stakeholders to create
“a single source of data or a common standard for evaluating the sustainability of
products” through the Consortium. He noted in his speech that the “ultimate step
of the Index is to translate the information stored in the database into a simple
tool that informs consumers about the sustainability of products,” thus highlight-
ing Walmart’s continued search to provide customers transparent, simple, and
holistic tools to evaluate product sustainability.

Bolstering the attempt to signal and build support for a transparent, public
standard, Walmart established leadership of the emergent multi-stakeholder
Consortium within two universities, the University of Arkansas and Arizona State
University.?® As Kistler explained, the choice of universities as key leaders stemmed
from the desire to develop an “unbiased, science-based source” of information in
the marketplace:

I think of colleges and universities as being “neutral.” If an index like this comes
from any particular sector—like business, NGOs, or government—then it’s
unlikely that the other sectors will see it as credible. So universities are the closest
thing I know to an unbiased, science-based source.

Still, skeptics questioned any effort that would be dominated by industry players
who had strong incentives to write standards to their own advantage.?®

Others, including Jon Johnson, the new co-director of the Consortium
from the University of Arkansas, believed that firms could be motivated to partici-
pate in standards development that would improve market communication. To
explain the reasoning of why firms would benefit from the cooperative work of
the Consortium, Johnson used the concept of a “pre-competitive” space to iden-
tify the production of quality and credible information as a joint project from
which all companies wishing to sell sustainable products could benefit:

In a pre-competitive space, companies can create conditions under which they
can later compete more effectively and efficiently. Information is the raw mate-
rial of markets, and truly efficient markets require perfect information, but the
information they have is imperfect. If firms can collaborate in a pre-competitive
way to create better information with fewer information asymmetries, more cred-
ibility, more certainty, and most importantly, more harmonization so that every-
one is speaking the same language, then they can later interact more effectively in
a competitive market, because they’re exchanging better information, and doing
so more efficiently. Developing standards is a perfect example because companies
should protect proprietary information but release the kinds of information that
are necessary for decisions to be made across organizational boundaries.

While the concept of managing the commons is often applied to the study
of the natural environment in sustainability research,?” Johnson makes a similar
argument about the benefits to cooperation in managing common standards. In
the latter case, the benefits to common standards relates to “fewer information
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asymmetries, more credibility, more certainty, and . . . more harmonization” for
all participating Consortium members. Johnson thus refers to a positive-sum
game in which cooperative behavior in constructing and sustaining common
standards would improve the ability of participating firms to better communicate
with interested suppliers, customers, and stakeholders about sustainable product
attributes. Under these “pre-competitive” conditions, firms” collective interests in
constructing new forms of market intermediation would increase the flow and
credibility of information across the market as a whole.

The concept of a positive-sum game in managing common resources also
shaped the language of Walmart’s own support for the Consortium. In justifying
his support, Kistler remarked that developing collective sustainability standards
are

a collective good for the entire industry, similar to packaging changes. Packaging
changes that a manufacturer makes for Walmart tend to ripple through the entire
supply chain. We win, and our competitors win too. We know that by reducing
packaging, by improving energy efficiency, our competitors gain the same advan-
tages. But ultimately, its consumers we really care about, and the consumer wins
regardless.

Like Johnson, Kistler believed that collaboratively developed standards, such as
packaging initiatives, represent “a collective good for the entire industry.” Not
only would Walmart benetfit, but its competitors and customers would as well.

Yet, while Walmart’s early challenges in defining and measuring sustain-
able products led the company to help found the Consortium, subsequent experi-
ences led them to new lessons about the challenges and delays to collective action,
as illustrated in the learning points along line C in Figure 1. The Consortium faced
its own growing pains, including funding, member recruitment, organizational
and governance structure, staffing, and leadership that took time to put together,
delaying the implementation of the Consortium'’s strategic agenda.?® However,
even as the Consortium began to operate, it faced challenges in managing the
multiple scientific, political, and organizational issues that came with constructing
a workable measurement system for product sustainability.

One major obstacle to producing a sustainability index was the science
itself. Johnson noted,

We expected in the beginning that a full, LCA [life cycle assessment]-based meth-
odology for all products and all dimensions was going to be quite difficult to
achieve in the near term, but we didn’t know how far we could get with it. Many
experts told us any kind of LCA-based approach would be impossible, while others
were saying that it was ready to go out of the box. Rather than engage in an end-
less discussion among the academics, NGOs, and corporates, we decided to just try
to build an LCA-based system and see for ourselves what was possible, what was
impossible in the near term, what was impossible in principle, and how we could
adapt the systems to generate something usable in the short term and aspirational
in the long term.
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Adopting a trial and experimentation approach, the Consortium first chose
seven products to assess on the basis of internationally accepted life cycle analysis
standards, to derive and support science-based sustainability claims. Two years
later, the Consortium determined that the LCA approach was not economically
scalable and reported that the LCA community had failed to come together in a
way such that real progress could be made by the Consortium in a timely, collab-
orative manner. The early search for ways to develop and aggregate sustainability
efforts thus revealed that producing original, scientific information took more
time than initially expected, particularly as stakeholders increasingly expected
that the search would end so that a sustainability index could be implemented.

In response, the Consortium moved from a strategy of collecting original
scientific life cycle data to a reviewer model, which aggregated the opinions of
scientific experts, industry leaders, and published studies (including LCA studies).
Based on this aggregation approach, the Consortium in 2011 moved toward creat-
ing product category-specific “knowledge bases” or later, “dossiers.” Dossiers
included analyses of product category “hot spots” with generally acknowledged
and potentially significant environmental or social impacts. A dossier also included
a “category sustainability profile” that organized these hotspots by the different
life cycle stages (e.g., raw materials extraction, manufacturing, and distribution)
and for each of these stages delineated the environment and social impacts. Last,
from the category sustainability profile, the Consortium produced a set of key
performance indicators (KPIs) and category improvement opportunities that
reflected the salient sustainability dimensions of the product category. By 2015,
the Consortium had created a list of 110 fully completed categories that included
a publicly available “Sustainability Insight” for general audiences and a “Product
Sustainability Toolkit” free to paid members and available to others for a fee.?®

While the Consortium eventually developed sustainability metrics that
could be voluntarily adopted by member organizations, it refrained from entering
the business of actually presenting sustainability labels to customers. Johnson
described the difference between developing metrics and owning a label in the
following manner:

There is a fundamental difference between a system containing data sufficient to
create a label and the label itself. That is to say, different stakeholders could create
different labels from the same data system. Those differences would result from
the different political, competitive, moral, social, and cultural beliefs emphasized
by those groups. For instance, social dimensions such as working conditions might
be important for one group but not another. Those kinds of judgments are just not
within the purview or even expertise of the Consortium.

To Johnson, the challenge of developing any labeling system extends beyond
reaching agreement about the environmental or societal impact of a single prod-
uct attribute to making difficult “political, competitive, moral, social, and cultural”
distinctions about which attributes should be included—with what weight—in
assessing those impacts. In the same way that the “council of elders” had earlier
proved incapable of arbitrating between different approaches to measuring
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product sustainability, the Consortium was unable to coordinate consensus over
what should be included and how data would be collected and weighted to pro-
duce a label.

The coordination challenges of creating a shared, common database became
especially salient in 2013, when Target announced it would be introducing a sus-
tainability product index for about 7,500 of its products, based on supplier-pro-
vided information. Target reported that it had been working with GoodGuide, “in
partnership with industry experts, vendors and NGOs, [to] help establish a com-
mon language, definition and process for qualifying what makes a product more
sustainable.”?? Underwriters Laboratories had purchased GoodGuide in 2011,
suggesting the strong market opportunities for similar sustainable product infor-
mation intermediaries. Target’s decision to implement its own solution, rather
than join the Consortium, demonstrated that Walmart’s goal of creating a collec-
tive market standard would not be easily achieved. Target’s announcement only
further increased the market fragmentation of sustainability standards and limited
the potential reach of the Consortium’s efforts.

The gap between the aims of Walmart'’s institutional work, as exemplified
in line B in Figure 1, and the outputs of its efforts, as illustrated in line C, shaped
Walmart’s subsequent strategic choices. For instance, as the Target example illus-
trates, the emergence of a market standard remained distant. At least by 2015, the
Consortium’s KPI metrics did not yet represent a shared database that enabled
comprehensive product comparisons across firms. In addition, the Consortium'’s
decision not to own any collectively managed sustainability index or conduct
original scientific research into life cycle impacts meant that member companies
still needed to incur the transaction costs of reporting, auditing, aggregating, and
communicating sustainability product information if they wished to implement
any firm-specific labeling initiative. These limitations shaped Walmart’s subse-
quent strategic choices on how to use the Consortium’s metrics to further their
ongoing search to translate Lee Scott’s vision to sell sustainable products into con-
crete initiatives that worked within its low-cost business model.

Live Better Scorecards and the Sustainable Leaders Program, 2009-2015

To further explore Walmart’s strategic adaptation to an evolving insti-
tutional environment, we now return to a firm-level perspective on Walmart'’s
search to implement a sustainability product index, as illustrated in line D in
Figure 1. These efforts ran in parallel to the company’s institutional work with
the Consortium,?! but the outputs of the Consortium, as represented by line C,
moderated what Walmart eventually considered possible to implement at the
firm level.

Identifying low-cost, supplier-based innovations represented an early stra-
tegic initiative for Walmart. In 2009, the company began asking over 100,000
suppliers to provide answers to 15 questions on the sustainability of their opera-
tions in four areas—energy and climate, material efficiency, natural resources,
and people and community—in an effort to encourage suppliers to begin thinking
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more deeply about their practices. These questions covered such areas as green-
house gas emissions, procurement policies, and supply chain transparency. By
2012, the company began to pilot the KPIs from the Consortium, producing what
it called “Live Better” scorecards for several product categories for suppliers who
completed the Consortium-based questionnaires.

However, even as the company began to implement scorecards within its
supply chain, it still had not figured out how to best communicate that informa-
tion to its customers. Walmart Board Chairman Rob Walton'’s response to a ques-
tion at the 2012 Fortune Brainstorm Green conference illustrates the company’s
challenge of implementing a customer-facing strategy:

One of the questions was about [the sustainability index] not going fast enough.
But good gosh, this is really complicated stuff. And, it’s giving our buyers informa-
tion to inform decisions and compare products. It will be a great day when we can
give consumers that information.>?

Walton’s acknowledgment that the systemic constraints on developing a sustain-
ability index were “really complicated stuff” was tied to his subsequent argument
that external observers should instead look to Walmart’s accomplishments with
its suppliers to evaluate progress toward the company’s goal of selling sustainable
products. Even though Walmart was moving slowly in communicating with its
customers, Walton suggested that the company was moving more quickly in
working with its suppliers.

By 2013, the scorecard initiatives included 200 of the largest merchandis-
ing categories in its U.S. stores.?> The company also promised at that time that, by
the end of 2017, it would buy 70% of the goods it sells in U.S. Walmart and Sam’s
Club stores from suppliers that used the scorecard to evaluate and share sustain-
ability product information. Walmart also announced changes in the evaluations
of its global sourcing merchants, to make sustainability an even more important
part of buyers’ day-to-day jobs, such that 5% of their performance evaluations
would be driven by sustainability objectives. Walmart began training buyers to
understand the Live Better Scorecards for the products they purchased to imple-
ment this new initiative, looking specifically for supplier innovations that pro-
duced more sustainable products at little or no additional costs.>* Devon Douglas,
a senior manager of sustainability at Walmart, explained this emergent supplier-
focused strategy in the following manner: “Are we trying to use [sustainability
indexing] as a strategy to sell certain products? No. Our approach is to work with
suppliers to create better products.”?®

Walmart quickly applied the Live Better Scorecard to supplement and sup-
port a number of broader, sector-specific initiatives that it was implementing in
tandem with its suppliers. For instance, General Mills agreed in a 2014 summit to
co-sponsor an innovation challenge with Walmart to encourage innovators and
farmers to find promising ways to reduce greenhouse gas emissions in fertilizer
management. The Dairy Farmers of America promised that by 2020, more than
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90% of its 9,000 member farms would participate in its Gold Standard Dairy pro-
gram, focused on resource efficiency and optimization.?¢ The strategy of working
with suppliers to look for such improvements and efficiencies still sought to main-
tain the everyday low prices that defined Walmart’s existing business model and
supply chain expertise.

However, even as the Consortium completed the analysis of more catego-
ries in 2015, and over 1,300 suppliers were participating in the Index, Walmart
still faced the decision about the best way to implement the use of these score-
cards in its own communication with consumers. Walmart created the
Sustainability Leaders program in early 2015 to address this issue. Rather than
making claims about product or even product category sustainability, the
Sustainability Leaders program aimed to identify its best-performing suppliers. An
aggregate ranking of companies was made by product category (e.g., televisions,
computers, toys). Suppliers that scored at least 80% or ranked top in their cate-
gory were deemed “sustainability leaders.” On Walmart.com, the company high-
lighted 3,000 products produced by those companies and communicated to
consumers that the dedicated Sustainable Leaders shop made “it easier to find
products made by companies that have scored as best in class in Walmart’s
Sustainability Index.”3”

Yet, even while reporting its top performers, the website clearly stated that
the information provided did not represent any sort of endorsement of a particu-
lar product and that customers were responsible for doing their own research:

The badge does not make any representations about the particular environmen-
tal and/or social impact of a specific product. While not perfect, we believe this
approach highlights companies that are leading among their peers and allows all
industries to participate. We encourage you to do your own research and learn as
much as you can when purchasing a product.?®

One reason for such a qualifying statement is that the Sustainability Leaders
badge was based on a company score at the level of a product category rather than
an analysis of any individual product. Therefore, if a company earned a badge
within any product category, then all the products that a supplier sold within that
category were labeled with the designated Leadership label. Since the Consortium
had developed its performance metrics at the product category level, and Walmart
had designed its own surveys and ranking system around this system, the com-
pany did not possess the data to report comparative scores at the level of individ-
ual products.

Another limitation the company acknowledged was the lack of transpar-
ency. Although Walmart provided links to category sustainability information on
the Consortium’s website, neither the individual scorecard dimensions for a cat-
egory nor the criteria for weighting and aggregating them for its suppliers were
publicly available or subject to any external scrutiny or independent verification.
In response to a hypothetical frequently asked question on its website about
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reporting limitations, Walmart also called the Sustainability Leaders badges “not
perfect, but an important first step.”3?

Given these limitations, the Sustainability Leaders program sparked exter-
nal concerns. Critic Stacy Mitchell suggested the Sustainability Leaders program
was “straight out of Walmart’s ten-year-old greenwashing playbook,” noting that
the website called a “giant 150 pound roll of bubble wrap” sustainable.*® Former
Seventh Generation CEO Jeffery Hollender assessed toilet paper on the site but
found that it lacked any attributes normally associated with sustainable paper
products.#! Despite all its precautions in acknowledging the limitations of its
Sustainability Leaders program, the company still had difficulty clearly communi-
cating a sustainability index that distinguished more or less sustainable products
to customers.

From Walmart’s perspective, its cautionary approach implementing the
Sustainability Leaders program illustrates a careful institutional adaptation strat-
egy; it wanted to work within the constraints of the existing sustainability indica-
tors as put forth through the consortium and also did not want to promise
customers more than it could implement in practice. Thus, the company warns
that the program does not perform some of the functions that even the company
itself had initially hoped it might be able to accomplish; for instance, the index
does not differentiate between more or less sustainable products, as it reports on
aggregate company results rather than disaggregated product scores. Nor is the
index based on a common database that extends beyond Walmart’s own suppli-
ers; thus, it does not report on the most sustainable products, but instead reports
on the relative performance of low-cost suppliers within its own supply chains.

While some claim that these limitations represent greenwashing, Walmart'’s
own answer to this critique is that they understand that the program is “not per-
fect, but an important first step.” That is, despite its deviations from even its own
original goals, the Sustainability Leaders index represents a first step toward the
broader goal of developing more accurate and verifiable standards over the long
run: “Our goal is to share the results, learnings, and best practices over time—and
adapt accordingly.”42

Discussion

To generalize from Walmart’s experience, we first return to the original
questions posed by Lee Scott in his 2005 speech about what a sustainability strat-
egy would mean for the company and whether it would be consistent with its
low-cost business model. An evolving answer to this question is related to the
movement away from customer-facing initiatives aimed to shift consumer pref-
erences and label sustainable products and the movement toward supplier-facing
initiatives that searched for innovations that improved environmental or social
performance without raising costs. The latter did not require the direct buy-in
from customers since more sustainable products continued to compete favorably
in terms of price.
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Moreover, our analysis suggests that the company’s eventual low-cost
strategy emerged through experience. In its early steps along its sustainability
journey, the company began to learn of the challenges of marketing sustainable
products to consumers and, to address these issues, expanded its original vision of
selling sustainable products to include a broader, more complex understanding of
sustainability labels and standards. Mike Duke called for a “big picture view” of
sustainability when announcing the formation of the Sustainability Consortium
to develop a public, sustainable product index. Board Chair Rob Walton similarly
expressed the dawning recognition that the development of a customer-facing
sustainability index is “really complicated stuff” and still distant. From their early
efforts to promote more sustainable products toward their later efforts to work
with the Consortium to develop a common label, Walmart sought an inexpensive
means to measure and communicate credible information about the sustainability
attributes of mass-market products.

The lessons learned from Walmart’s experience extend beyond the need to
understand the complex underpinnings of sustainability labels to also identify the
real-world challenges of implementing such standards within a low-cost business
model. Motivating a potentially competing set of Fortune 500 companies to coop-
erate to build a collective standard proved to take more time and be more difficult
than originally expected, thus creating new questions for the firm about the best
way to adapt Lee Scott’s original goal into operative initiatives that worked within
the existing institutional context. The Sustainability Leaders initiative represents
one example of such a compromise to figure out what could be done within exist-
ing resources and constraints.

Our historical analysis of Walmart’s search processes differ from those
that accuse Walmart of greenwashing for not meeting its own sustainable prod-
uct goals. These external critics note that Walmart’s full goals in selling sustain-
able products have not yet been met, and attribute this failure to a lack of
commitment on the part of Walmart’s leadership.4*> An institutional perspective
provides an alternative explanation of why Walmart, or any large corporation,
might not always end up fully implementing initial goals. In terms of Walmart’s
experience, this institutional moderating effect is illustrated in the interaction
between lines C and D in Figure 1. At least over the short run, Walmart felt
constrained by what it could accomplish as a firm because of the limited nature
of the systemic inputs that the company received from the broader institutional
environment.

The study of failed, partially implemented, or highly adapted sustainability
programs like the Sustainability Leaders program offers an opportunity to move
beyond the observation that many ambitious sustainability visions are not quickly
or easily implemented and to move toward a better understanding of why and
under what circumstances. To generalize from the Walmart case, the concepts of
institutional intermediation, transaction costs, and experiential learning help to
explain why many firms may deviate from original visions when implementing
ambitious sustainability goals.
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Institutions, Transaction Costs, and Low-Cost Sustainability Strategies

To explore the relationship between institutions and low-cost sustain-
ability strategy in more general terms, we turn to an emerging markets litera-
ture that applies a transaction cost framework to analyze why institutions often
moderate the ability of firms to successfully introduce new strategic initiatives.44
From this perspective, markets are transactional arenas in which buyers and sup-
pliers meet; if sellers face difficulties in communicating exactly what they are
selling and customers remain skeptical about the information that they receive,
then the transaction costs of exchange may lead many potential customers to
exit the market altogether.#>

In developed markets, institutional intermediaries often emerge to provide
information about product quality and characteristics that customers find difficult
to directly observe or experience.*¢ Some institutional intermediaries are private,
profit-seeking firms (e.g., Consumer Reports, JD Power, UL), whereas others are
non-profit, collective action organizations that provide general public goods in
shaping the quality of information and knowledge within the marketplace as a
whole.#” Industry and credentialing associations, such as the Fair Labor Association
or the Forest Stewardship Council, represent open institutional intermediaries
that strive to provide credible assessments and standards without the formation of
independent, private companies.*8

However, in the absence of established public or private institutional inter-
mediaries to lower transaction costs, which this literature often identifies as “insti-
tutional voids,” firms are required to internalize the costs of defining, validating,
and communicating new product attributes to customers. For example, in the
market for sustainable products, some customers may invest the time to buy their
food from area farms that they can physically inspect, while others might be will-
ing to pay a premium to trust organizations like Whole Foods or local cooperatives
to present a viable range of sustainable options. In contrast, Walmart hoped to
attract customers unwilling to make these investments, creating the challenge of
constructing low-cost solutions to the problems of information and labeling in the
emerging sustainable product marketplace. Therefore, unlike more differentiated
competitors, low-cost retailers like Walmart are less likely to voluntarily incur
additional transaction costs given the difficulty that these companies face in pass-
ing these expenses onto customers.

Under these conditions, it is not a surprise that Walmart’s emergent strat-
egy strayed away from incurring the transaction costs of trying to change cus-
tomer attitudes and behaviors and toward seeking low-cost innovations that
aligned with its existing low-cost strategy. To reduce waste and improve energy
efficiencies in its stores, Walmart deployed its considerable resources to pursue
well-defined goals, which enabled it to make significant progress on its original
goals for waste reduction, transportation efficiency, and product packaging. In
contrast, the lack of external metrics and internal capabilities to measure and
communicate progress toward its product sustainability goals led Walmart to forgo
a systemic customer-facing sustainability strategy and to focus instead on
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encouraging suppliers to seek operational efficiencies similar to those that Walmart
had been able to achieve.

While Walmart did not fully succeed in designing a fully developed sustain-
ability label that other firms could use effectively with little cost, the company’s
emergent supplier-focus strategy may have nonetheless stimulated activities for
low-cost sustainability innovations. For instance, responses to an open-ended
question in one study indicated that Walmart was the top-cited retailer (79%)
driving suppliers’ investments in product sustainability.#® Since Walmart’s sup-
plier-facing initiatives focused internal attention on the sustainability attributes of
products, such as tying the pay of Walmart’s buyers to sustainability improve-
ment, its programs lowered suppliers’ transaction costs in marketing more sus-
tainable products specifically to Walmart, even if these products would nonetheless
need to compete equally well on other dimensions of performance such as price.

Decision Making under Institutional Uncertainty

The emerging markets literature suggests three types of strategic responses
to competing under conditions of weak market intermediation: avoid the market
until new standards become accepted and consolidated, engage in institutional
work to change the business environment, and adapt strategies to fit existing
institutional conditions.’® This framework of strategic decision making under
institutional uncertainty also provides insights for firms of all types wishing to
understand and respond to the emergent institutional conditions within the sus-
tainable product market.

The implications of an avoidance strategy relate to the arguments presented
above. If the institutional standards of competition remain fragmented, then many
low-cost competitors are likely to avoid even trying to pursue direct mass-market
customer appeals given the high transaction costs that such strategies might entail.
In this case, other types of sustainability programs, such as improving operational
efficiencies (such as packaging improvements and energy reduction) are most
likely to fill a corporate portfolio of sustainability-related initiatives.

While some low-cost companies may simply wait on the sidelines to allow
other companies to incur the costs of constructing new standards, Walmart chose
to promote institutional work via the Consortium to reduce transaction costs and
harmonize standards. In the broader literature, institutional work views corpora-
tions not only as passive actors that respond to given rules of the game, but also
as agents who may, deliberately or accidently, act to change those rules.’! In the
Walmart case, the company openly acknowledged in forming the Sustainability
Consortium that public standards and information sharing could lower the trans-
action costs of measuring and marketing the sustainability attributes of products.
These benefits would accrue to all market actors—including competitors, suppli-
ers, and customers.

Moreover, Walmart’s efforts to design the Sustainability Consortium
relates to a broader literature on cross-sector partnerships and alliances as a
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means of institutional work. Some authors refer to this as a “societal-sector plat-
form concerned with altering sectoral relationships to redefine the nature of a
social need and the possibilities for coping with it.”>? Problems on such plat-
forms tend to be “meta-problems” or those that are not solvable by any one
sector of society. Instead of working product by product, or even industry by
industry, Walmart hoped to reach beyond its boundaries to new partners in
order to develop a holistic understanding of the problem and develop metrics
that it hoped would become a global standard for addressing both environmen-
tal and social concerns.

In this case, the idea of institutional work means more than simply trying
to determine what is best for a particular product line or strategy. It also involves
determining what types of collective action organizations and potential partners
are most likely to contribute to the development of the broader market as a whole.
Figuring out what types of alliances and partners are necessary to pursue collec-
tive goals and determining how much and in what way to contribute to coopera-
tive efforts are likely to represent important strategic issues for any firm wishing
to enter into the emergent marketplace for sustainable products.

Walmart’s experiences point to both the necessity of institutional work as
well as to its limitations. Numerous researchers across multiple literatures have
noted that a purely functionalist account of institutional emergence on the basis
of market demand alone problematically explains observed outcomes in industry-
led collective action organizations. In contrast, a political and organizational view
of collective action in market arenas regards institutional work as a multi-stake-
holder negotiation across multiple domains, involving states, NGOs, non-market
actors, and firms that often lead to unexpected outcomes.>* Negotiated and politi-
cal processes often lead to delays, struggles, and limitations to firm-level efforts to
fully control the institutional environments in which they operate.’* Walmart'’s
lessons therefore extended beyond realizing the benefits to changing the external
environment, as illustrated in line B in Figure 1, but also to the necessity of adapt-
ing to it, as illustrated by the intersection of lines C and D.

An adaptation strategy requires modifications to original plans as firms
learn through experimentation and trial over time. Under these conditions, sus-
tainability initiatives may not fully meet the ideals of original visions nor repre-
sent a complete avoidance strategy; instead, observed outcomes may represent
emergent solutions to less-than-desirable institutional conditions as firms figure
out what is possible to accomplish given existing resources, capabilities, and
knowledge.

The Sustainability Leaders program represents an example of such an
emergent strategy that adapts to the existing institutional environment rather
than attempting to change it. In contrast to critics who claim that the Sustainability
Leaders program represents yet another illustration of the company’s “ten-year
greenwashing” agenda, we have instead placed the choice of this individual initia-
tive within the context of a decade of experiments that revolved around the com-
mon theme of how to define, capture, and communicate sustainability information
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to customers and suppliers. The initiative clearly deviates from an ideal version of
what a sustainability index or label might be able to accomplish, but nonetheless
represents at least what Walmart suggests is a “step in the right direction” that
aligned with its emergent supplier-facing strategy.

In exploring strategic adaptation and learning-by-doing in the implementa-
tion of sustainability programs, Simon Zadek suggests that “judging and ultimately
guiding corporate performance requires an examination of whether a business is
doing what it can do given its range of external options and internal competencies.”>>
Since aligning strategies, internal business capabilities, and external market envi-
ronments is a long and uncertain task, Zadek points to the need to look at learning
as one marker by which to guide and judge performance:

A business’s contribution to sustainable development therefore needs to be under-
stood in terms of [whether it] takes full advantage of opportunities for learning
and action in building social and environmental objectives into its core business by
effectively developing its internal values and competencies.>®

From this perspective, a close examination of what firms do, and how
they learn from these experiences, pushes the discussion of implementing sus-
tainability programs beyond solely examining top-leadership commitment or
long-term visions to broader discussions of what is feasible under existing insti-
tutional and business conditions to accomplish in a reasonable time frame. In
this case, one criterion for evaluating Walmart’s future sustainability efforts is
whether the company will continue to allow the experimentation and trial that
explores the boundaries of what is possible or whether it will grow more con-
servative in managing to measurable outcomes in order to avoid public failure
and criticism.

Limitations and Future Research

Walmart’s emergent low-cost sustainability strategy raises numerous ques-
tions for future research and practice. One relates to exploring more companies
attempting to find a profitable niche within a broader mass market for sustain-
able products, particularly given the high transaction costs in systemically defin-
ing, measuring, and marketing the sustainability of any individual product.
A second question relates to the responsibilities of mass-market retailers like
Walmart if they do enter into this marketplace. For instance, a potential criti-
cism of Walmart’s emergent supplier-focused strategy is that solely working with
suppliers to encourage low-cost innovation may miss the opportunity to build
consumer preferences for more sustainable products that creates pressure on
less sustainable products and producers. Studying the balance between supplier-
and customer-facing sustainability initiatives across multiple cases and over time
remains an ongoing topic of research into the design and implementation of low-
cost corporate-wide sustainability strategies.

Another limitation of exploring only a single case is that while we examine
what Walmart insiders came to believe what was possible to accomplish, we did
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not present any external standard by which to evaluate the validity of these
beliefs. The lack of comparative cases makes it difficult to clearly identify the
counter-factual of what might have been accomplished if different strategies or
more resources had been committed to the problem.

Moreover, our story cautions against solely using Walmart’s own goals as a
definite measure of success. While implementation gaps between initial visions
and realized goals may reflect a lack of commitment, our analysis supports the
finding of other researchers that these types of unpredicted outcomes also reflect
learning processes that shape emergent strategies over time.>” From this perspec-
tive, a challenge of using company’s espoused goals as benchmarks to evaluate
future progress is that such a strict adherence to intentional strategies might hin-
der the search for unexpected innovations that accompany the implementation of
complex goals through emergent strategies.

Instead of providing a definitive benchmark by which to evaluate Walmart'’s
progress, we suggest that the case illustrates that questions of what counts, and
who does that counting, remains at the heart of the broader firm and societal level
issues of sustainable development. For instance, another limitation of our study is
that we have looked mainly at the process of defining sustainability from the cor-
poration’s own perspective; we likely missed many issues that other actors might
suggest are needed to enhance a broad sustainability agenda. For example, our
interviews included scant discussion of government, even when the provision of
public goods was the central topic. Nor did the sustainability participants discuss
labor standards or wages when defining factors to include in sustainability stan-
dards, even though such issues are clearly expressed in Walmart’s supplier code of
conduct and sustainable agriculture initiative. Nor did a measure of product qual-
ity become a part of the “Live Better” Scorecards, despite an argument that the
durability of any product might be strongly related to its long-term environmental
impact. Issues of corruption might have been included too, particularly consider-
ing accusations that later emerged that Walmart Mexico made questionable pay-
ments to political officials during the same time period that it was establishing its
sustainability program.>8

Walmart’s experiences illustrate that any sort of holistic set of criterion of
how to evaluate the sustainability of organizations and products still remains con-
tested and uncertain, suggesting that firms that wish to enter into this nascent
marketplace might better approach it from the point of view of an emerging rather
than developed marketplace. In developed market settings, institutions often
work so quietly behind the scenes that market participants simply take them for
granted. However, in emergent market conditions, stable rule-making, collective
understanding, and credible communications cannot be expected, and firms often
must respond and adapt to an institutionally fragmented, contested market envi-
ronment. Managing in such complex and dynamic environments requires joint
work by multiple actors to build new forms of market intermediation to provide
meaningful and credible information to customers and suppliers as well as cross-
sectoral cooperation to produce a level playing field better able to define the
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emergent rules of market competition. It also requires companies to actively man-
age strategic learning and adaptation processes as they inevitably respond to
unexpected deviations from original designs.
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