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ABSTRACT 

Climate change has been identified as one of the biggest challenges of our time and a threat to 

economic development. In order to find a sustainable solution to these challenges, swift and large-

scale actions are needed within societies, which depend on the participation of the private sector. 

The objective of this thesis is to contribute to the ongoing discussion of how to further enhance 

private engagement by addressing how environmental concerns currently influence business 

strategies. The business case of climate change is assessed through a case study of an international 

oil and gas company. The findings of this analysis illustrates that environmental concerns have 

entered the international business context as changes in stakeholders’ interests, and that a 

company’s strategy largely depends on the expectations and demands of its salient stakeholders. 

Such externally oriented and reactive approaches have led to strategies of minimum compliance, 

leaving the responsibility in the hands of international legislators. Alternative perspectives from 

polycentric and institutional theory may contribute to a more viable climate debate and different 

approaches to the roles and responsibilities of companies.  
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NGO Non-Governmental Organization 

NOC National Oil Company 

NOK Norwegian Kroner (= USD 0.12) 

NOX Nitrogen oxides 

OI Organizational Institutionalism 
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TC Transaction Costs 
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1. INTRODUCTION & RELEVANCE 

“More and more people realize that the variety of life on this planet, its ecosystems and their 

impacts form the basis for our shared wealth, health and well-being.” 

UN Secretary-General Ban Ki-maan 

CBD, 2014, p. 6 

“It is a prisoner's dilemma, a free-rider problem and the tragedy of the commons all rolled into 

one.” That was the discouraging conclusions The Economist (2009) had to offer about climate 

change. While climate concerns have been on the agenda of international legislators for decades – 

The Brundtland Report was published in 1987 and the Kyoto protocol signed ten years after that – 

initiatives to reverse human-induced impacts have so far not been successful (CBD, 2014). Even 

though there is a broad agreement that swift and large-scale actions are needed in order to handle 

these challenges, there is no shared understanding of how abatements are to be achieved or how 

responsibilities should be distributed (Stern, 2005; UNEP, 2014).  

The challenge is that human impacts will have to be reduced while the number of people that 

consume and pollute increases (Stern, 2005; MA, 2005; UNEP, 2014). The International Energy 

Association (IEA, 2014, p. 2) has stated that “for each barrel of oil no longer used in OECD 

countries, two barrels more are used in the non-OECD”. Just to stabilize the current concentrations 

of greenhouse gases in the atmosphere would require deep emission cuts and large investments, 

which are deemed too expensive for the public sector alone (UNFCC, 2007; McKinsey, 2009; 

Dixon & Challis, 2015). Sustainable development is thus dependent on private sector participation.  

2015 has been predicted to be a turning point for environmental policies with the United Nations’ 

21
st
 annual climate change conference (Conference of Parties, COP21), in Paris in December as a 

“make or break” for global solutions (IEA, 2014). Many predict that it will fail (Solberg, 2015). The 

purpose of this paper is to present a business perspective on environmental concerns and thus to 

contribute to the ongoing discussion of how to enhance private sector engagement.  
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1.2. Business Participation 

“The evidence shows that ignoring climate change will eventually damage economic growth.” 

Stern, 2005, p.  ii 

Climate change has been closely linked to broader social concerns, like poverty-alleviation, human 

well-being and economic development (Stern, 2005; MA, 2005). As such, it may affect everyone 

that is part of the global community. International business opportunities may, for instance, be 

directly affected through international trade levels and access to resources (Stern, 2005). Industries 

are also among the main drivers of climate change (UNFCC, 2007; McKinsey, 2009). Any potential 

solutions would therefore have to include practices and decisions within this sector. Private 

companies, especially larger multinational enterprises (MNEs), have gained strong political and 

economic influence in modern societies and their activities and interests are allowed to shape global 

policies and agendas (Dixon & Challies, 2015). These actors have thus become both subjects and 

objects of international policies (ibid). To understand their perspectives and rationales in relation to 

climate change is therefore essential if global solutions are to be achieved.  

Companies find themselves at the center of the current climate discussion, with new environmental 

policies regulating their activities, more critical consumers and investors, and increasing attention 

from non-governmental organizations (NGOs). Many companies are now reporting on their 

environmental impact and making strategic investments to reduce and improve these (CDP, 2013). 

However, further changes and investments of larger scales are needed within the private sector to 

support a sustainable future (Stern, 2005; McKinsey, 2009; UNEP, 2014). To understand how to 

increase the environmental commitment within the private sector, one needs to understand the 

rationales and motives behind environmental responsibility and responsiveness. How do companies 

respond to environmental concerns and climate changes? How are these concerns incorporated in 

strategies and decisions? What is the business case of climate changes? 
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2. METHODOLOGY & RESEARCH DESIGN 

Climate change has been presented as one of the biggest threats to economic development of our 

time (Stern, 2005; UNEP, 2014). It is also altering the operational context and conditions for 

international businesses. My interest is primarily to understand how these concerns are translated 

and internalized in a business context and how they influence decisions on the organizational level.  

I perceive business perspective as being socially and contextually dependent. There is therefore not 

one business case of climate change but multiple ways for businesses to approach this issue. In any 

given case there is a business perspective, which happens to be the business perspective in that 

particular case. To better assess the depths and dynamics of this contemporary phenomenon, I 

therefore limit the scope of the analysis to address a business case and perspective. The unit of the 

analysis will be an international oil company, Statoil, and to assess its perspectives on climate 

concerns, the following research question is formulated: How do increasing environmental 

concerns affect Statoil’s strategy?  

2.1. Theoretical approach 

Environmental concerns have entered the business agenda through stakeholder pressure and public 

debates (Bengtsson, 2008a). I seek to assess how changes in social concerns and expectations affect 

business perspectives and decisions; through which cannels they enter, how they gain attention in a 

broader business context, and how they affect final strategies. I therefore address the discourse that 

develops between the public and private sector in the climate debate on a general level, and how 

this influences the rationales and decisions made on the organizational level. A theoretical 

foundation for this is found in the tradition of institutional theory, which provides an insight in the 

dynamics between organizations and the external institutional setting.  

I analyze two interlinked levels of social behavior and decision-making, building on two interlinked 

theoretical traditions: Organizational institutional theories (OI) provide a framework for 

understanding the inter-organizational dynamics and social forces that influence decision-making 

(box 1 in figure 1), while concepts from transaction costs economics (TCE) are applied to assess 

how economic actors respond at the organizational level, choosing among different options (box 2). 

Combined, these theories offer complementing ways to assess social forces and responses in an 

international business context.  
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Figure 1 Theoretical framework and analytical levels of the paper 

Polycentrism offers a theoretical framework that also builds on contextual interaction and 

institutions, while supporting transaction cost theory on a micro-level (E. Ostrom, 2010a). By 

introducing polycentricity as a structural feature of social systems, the theory offers challenging 

assumptions about the capabilities of human actors, with a more nuanced understanding of social 

behavior. It is therefore presented as an alternative perspective that compliments and challenges the 

assumptions and conclusions of organizational institutionalism and transaction cost economics. 

Polycentricity has especially been applied to assess collective governance of common-pool 

resources and offers an alternative approach to understand collective efforts to deal with such 

challenges. 

None of the three theories offer any simple solutions, conclusions or predictions about social 

behavior; rather they present conceptual frameworks and tools for trying to understand the complex 

dynamics of how different factors will influence the final decision. In that way, they may support a 

constructive discussion of the roles, responsibilities and limitations embedded in collective actions 

that involve actors in the private sector.  

2.2. Selection of Case & Data Collection 

As my interest is to understand how changes in external conditions influence organizational 

decisions, I have chosen to do a single, holistic case study (Yin, 2009). That is, I analyze a single 

organization as one unit. This allows me to address the complex dynamics of this ongoing process 

more in-depth, to include different sources of information at different levels, and to trace the 

development over time (ibid).  
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2.2.1. Selection of Case  

A case study of a Norwegian oil company, Statoil, is used to illustrate how the climate debate has 

and is influencing the dynamics in the international business environment. The petroleum industry 

is the largest international industry in terms of traded financial resources (Tordo, 2011) and five of 

the top ten companies listed on the Fortune’s Global 500 in 2014 were oil and gas companies 

(Fortune, 2014). The industry is central in both the geo-political and geo-economic environment. 

Trying to understand current and future trends in this industry is therefore of relevance to any 

student of international business. The petroleum industry is also a cornerstone of the Norwegian 

economy, accounting for almost 30% of the government’s income and 49% of the country’s exports 

(Regjeringen, 2014). Negative multiplier-effects from low oil prices and layoffs in oil-related 

industries are currently affecting Norway harder than the financial crisis did in 2008 (Jåsund, 2015). 

Understanding current developments in the petroleum industry is therefore also of personal interest. 

Finally, the industry is particularly relevant in the climate debate because its activities and products 

are among the key drivers of climate change (Stern, 2005). 80% of global carbon emissions are 

linked to the use of fossil fuels (Brown, 2014). Ambitions to decarbonize the global economy 

therefore directly target the oil and gas industry (Skjærseth & Skodvin, 2003).  

Statoil has explicitly stated climate change as one of its concerns and responsibilities, and has been 

ranked among the most sustainable companies in the world (Statoil ASA, 2014b; Corporate 

Knights, webpage). Statoil was among the first companies to voluntarily participate in emission 

trading and it is regulated by one of the world’s strictest environmental regulations (Bengtsson, 

2008a; Statoil ASA, 2014b). Statoil therefore offers an interesting case to analyze how climate 

changes and environmental responsibilities have been incorporated in an international business 

strategy. By shedding light on the strategies of one of the “best” companies in one of the “worst” 

industries, my aim is to gain a better understanding of how the private sector is and could be 

assessed in the discourse of climate change: What motivates environmentally responsible actions?  

Because the Norwegian government is the main shareholder of Statoil, Statoil is required to make 

detailed information about its activities available to the public. Information from the mid-90’s till 

present day is easily accessible on the company’s webpage. During the time of the analysis, I have 

been situated in Norway and thus exposed to Norwegian press and public debates, which has 

offered supporting information and insight from multiple sources and relevant stakeholders.  
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2.2.2. Data Collection 

Because my aim is to understand how Statoil addresses climate change and how environmental 

concerns have influenced its strategy, primary data is based on Statoil’s own reports, public 

statements and press releases. Annual reports from 1996 and sustainability reports from 2001 are 

available on the company’s webpage and constitute the main data of the analysis. The reports 

present central decisions made for the entire organization, which is the unit of the analysis, and 

provide detailed information about Statoil’s actions across sections and segments. Also, because 

these reports are publically available and may be read by investors and NGOs alike, they are written 

in a balanced tone, unaffected by the interest of this study. 

The content of the reports are analyzed based on their coverage of environmental concerns, and 

how the expressed priorities and initiatives have changed over time. By comparing the stated 

objectives in the reports with the reported results from the following year, it is also possible to trace 

the development in strategy and investments. The reports are further analyzed as narratives (Guest 

et al, 2012). This approach highlights the framing and language of the reports, which illustrates how 

Statoil perceives its own responsibilities, makes priorities and rationalizes decisions. In this way, 

the reports are seen as windows to the discourse through which Statoil understands and reacts to 

environmental concerns (ibid).  

To gain a more nuanced picture, complementing information has been gathered from previous 

research within the field as well as reports from different relevant organizations and institutions, 

including the United Nations (UN) and environmental Non-Governmental Organizations (NGOs). 

These sources provide external information about Statoil’s activity in a broader context. Newspaper 

articles and debates in Norwegian and international media are included to capture and illustrate the 

ongoing debates and opinions in Statoil’s external environment.  

Finally, two focused interviews with Statoil employees have been conducted to gain deeper and 

clarifying information. The first interview was conducted with one that has been leading one of 

Statoil’s international projects and therefore has first-hand knowledge about the company’s 

practices on the operational level. The second interviewee was positioned closer to the central 

decisions for sustainable and environmental concerns. The interviews were semi-structured, based 

on 6-8 open-ended questions related to different areas of interest. To allow for more flexible but 

focused two-way communication, the initial questions were supported with clarifying questions 

following the received answers and explanations. While the interviews proved useful in gaining 

more insight in Statoil’s practices, they revealed that there are different understandings of and 
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opinions about Statoil’s strategy internally. Information presented in interviews is subjective and 

may be limited and biased by the subject’s position within the company (Yin, 2009). The quality of 

the information further depends on my articulation of the questions as well as the responses, which 

may be framed in a deliberate manner (ibid). Data gathered through these interviews is therefore 

used with considerable caution and primarily to complement other sources when possible. 

The time frame of the analysis is limited to the period between 1996 – the year before the Kyoto 

protocol was signed – and present date. How Statoil adapts and responds to these changes is an 

ongoing process and the final outcome is yet to be revealed. Current events and developments add 

to the complexity of the analysis.     

2.2.3. Evaluation Criteria 

Four theoretical propositions have been formulated based on the framework of organizational 

institutionalism (OI), transaction cost economics (TCE) and findings of previous research. These 

propositions guide the structure of the analysis. Elements in the reports that are interpreted as 

indicators of Statoil’s environmental strategy are highlighted and analyzed in light of external 

events to relate internal decisions to external conditions. Multiple sources of complementing and 

competing evidence are included to evaluate the variables.  

2.3. Critical Reflections 

2.3.1. Limitations of Theory 

My institutional approach naturally implies an exclusion of other theoretical perspectives. 

Alternative theories for assessing inter-organizational dynamics could for instance have been 

network or system theories, in which the patterns and connections of social interaction are analyzed 

more in detail. On the organizational level, micro-political theories could have been applied to 

analyze the dynamics of how different concerns compete for internal legitimacy and access to 

resources. Neither OI nor TCE address the role of individual actors or how particular social 

relationships affect the final outcome. Both theories have a rather deterministic understanding of 

external conditions, without much room for subjective choice and preferences or competing 

opinions. A focus on individual actors’ preferences and local dynamics could have added valuable 

insight about Statoil’s strategic choices. For instance, during the time of the study, Statoil’s newly 

elected CEO has made strategic changes related to environmental considerations that cannot be 

explained by either of the two theories. 
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However, OI and TCE are selected because they offer a well-combined assessment of the two levels 

of organizational decisions with complementing concepts and assumptions. The theories are 

perceived as offering a theoretic starting point and framework for understanding social behavior 

that in any case will have to be complimented with contextual information and details.  

2.3.2. Limitations of Case 

The broader interest of this study is to understand a complex, contemporary phenomenon. Because 

the analytical unit is limited to a single case, no general conclusions are offered. Other dynamics 

may be at play in other cases, leading to different outcomes. Also, as there are no objective, 

predetermined evaluation criteria, any case study is vulnerable to the biased attention and the 

subjective interpretations of the researcher (Yin, 2009). My attention and evaluations are for 

instance influenced by Scandinavian culture and norms as well as my time as a student at a business 

school. Furthermore, the topics of the analysis are not observable, objective or measurable sizes, but 

decisions, motives and rationales that often are implicit or hidden. The offered conclusions are 

therefore based on subjective inferences and interpretations. I may have overseen crucial elements 

or overestimated the importance of others. By allowing the theoretical framework and propositions 

guide the structure of the analytical process and by including multiple sources of evidence, I do, 

however, hope to have overcome some of these obstacles. The objective of this study is to 

contribute to a better understanding of the business case of climate change by shedding light on 

some of the dynamics that affect the private sector. The analysis is intended to be an illustrative 

case that might contribute in this regard. 

Both external and internal events and variables that are not directly related to environmental 

concerns have made disturbances that have influenced Statoil’s stagey and thus the material of the 

analysis. In 2007, for instance, Statoil merged with the oil department of another Norwegian 

company. The formal structure and content of the sustainability reports changed after that, which 

may or may not indicate similar changes in the strategy. The mentioned election of a new CEO is 

another internal event that directly influences Statoil’s responses and strategies. Such changes are 

more likely explained by personal differences and preferences than changes in the institutional 

context. Internal and external events may offer rival explanations to why strategies are adapted over 

time. I therefore try to assess alternative variables and competing explanations throughout the 

analysis.  
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2.4. Structure of the Thesis 

The remaining part of the paper will be structured as following: I will begin by introducing the 

theoretical framework (Ch. 3) and some of the dominant concerns about environmental challenges 

(Ch. 4). Findings of previous research will be included to support the formulation of the theoretical 

propositions (Ch. 5) that will guide the following analysis (Ch. 6). The thesis concludes with a 

discussion of how an alternative theoretical approach might contribute to more efficient 

environmental practices (Ch. 7). 
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3. LITERATURE REVIEW  

- Institutional Dynamics 

3.1. A Neo-Institutional Framework 

Institutionalism is a theory that analyses the dynamics of social behavior. According to this theory, 

social behavior and decisions cannot be understood as isolated, rational events but are guided by 

practical knowledge embedded in the routines of social life (Meyer & Rowan, 1977; DiMaggio & 

Powell, 1991; Scott, 2008a). Actions are therefore influenced by unconscious patterns of social 

rules and norms, cognitive assumptions and regulative forces (Scott, 2008a). OI presents the view 

that organizations are nested in a social and political environment that shapes and channels their 

internal practices (DiMaggio & Powell, 1991). Formal organizations are not results of coordinated 

activities; rather they are products of their institutional environment (Meyer & Rowan, 1977).  

3.1.1. Intra-organizational Institutionalism 

Philip Selznick (1948) introduced institutionalism in the field of organizational theories (Hotho & 

Pedersen, 2012). His interest was to analyze the distinctive characteristics of organizations. 

Through his studies, he observed that in addition to their formal, coordinated structure organizations 

have an informal social structure and that some behavioral patterns prevail on the informal level 

without any functional value (Selznick, 1948). In other words, organizational decision-makers 

behave in ways that do not always follow the market rationale of utility-maximization. In addition 

to the formal efficiency goals of an organization, different social needs and interests compete for 

internal attentions and recognition (ibid). Employees have personal motives and ambitions that 

exceed those of the formal organization (ibid). The formal, purposeful structure has to appeal to 

these competing social interests to be perceived as legitimate by its members, which leads to 

behavior that deviates from the functional structure (ibid). According to Selznick, such informal 

behavior over time become fixed and taken for granted – they become institutionalized as 

intrinsically valued organizational routines (ibid). As a consequence, the informal social structure 

continuously modifies and transforms the formal organization.  

3.1.2. Inter-organizational Institutionalism 

Institutions have later been assessed as a broader social concept that spans the boundaries of 

organizations. Theorists observed that companies within a structured field develop similar 

structures and behavioral patterns (DiMaggio & Powell, 1983). A field is a “recognized area of 
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institutional life” in which organizations are bound together by institutional rules and standards and 

come to develop a shared language (DiMaggio & Powell, 1983, p. 148). Fields become structured 

when increased interaction and sharing of information between members lead to social routines and 

patterns of interaction and increased mutual awareness. Organizations within a field operate with 

the same regulatory frames and have similar cognitive convictions, which explain why they respond 

and act in similar ways (DiMaggio & Powell, 1983; Scott, 2008). Within a structured field, 

institutions may be understood as social behavior that is taken for granted (Powell, 2007).  

According to Meyer and Rowan (1977, p. 343), some social norms have become manifested as 

powerful myths that dictate organizational behavior in a “rulelike way”. Such myths are 

“rationalized and impersonal prescriptions” that has become institutionalized and “taken for granted 

as legitimate” (Meyer & Rowan, 1977, p. 344). Broadly accepted assumptions about the efficiency 

of new professions, policies and practices are examples of such rationalized concepts. Those who 

conform to these myths by adopting them ceremonially are able to provide acceptable accounts for 

their actions and are rewarded with social legitimacy and support that enhance their survival 

capabilities (Meyer & Rowan, 1977). Organizations will therefore incorporate practices and 

procedures based on social legitimacy claims rather than efficiency and employ external assessment 

criteria for internal evaluations (ibid). Formal organizational structures come to reflect the social 

realities that they are embedded in - they become isomorphic with them and with each other. The 

ceremonial compliance may come in conflict with internal needs and undermine efficiency criteria. 

In such cases, organizations may follow a strategy of decoupling. Companies then create “gaps 

between their formal structures and actual work activities” to achieve external legitimacy while 

leaving room for flexible practices (Meyer & Rowan, 1977, p. 341).  

DiMaggio and Powell (1983, p. 147) further address the driving forces behind this homogenization 

of organizations and identify the state and professions as “the great rationalizers” of our time that 

determines social validation criteria that organizations adapt to. They explain that “isomorphism is 

a constraining process that forces one unit in a population to resemble other units that face the same 

set of environmental conditions” (DiMaggio & Powell, 1983, p. 149). In addition to the competitive 

isomorphism, through which companies compete for social legitimacy and fitness, DiMaggio and 

Powell identify institutional isomorphism: Within a structured field “powerful forces” develop and 

modify organizations “in the direction of increasing compatibility with environmental 

characteristics” (DiMaggio & Powell, 1983, p. 149). These forces work through three channels. 

Coercive isomorphism is driven by social pressure that somehow force or persuade organizations to 
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comply with externally determined standards. Coercive pressure may stem from legal and political 

regulations, standardized practices and reporting requirements, as well as cultural norms and social 

expectations. Mimetic processes are driven by uncertainty. In the face of ambiguous situations, 

organizations may, unintentionally, mimic and imitate others in modeled ways. Such models are 

defused through social networks, for instance through employee transfer, the use consultancy firms 

or industry associations. Finally, normative pressure is rooted in formal education as a base for 

legitimacy claims. Managers and specialized staff often have similar educational backgrounds 

through which they have developed similar dispositions and orientations. Shared norms are 

therefore incorporated in different organizations and reinforced through professional networks and 

internal practices. Isomorphism eases interaction among different organizations and increases social 

acknowledgement and legitimacy. Strategies that are “normatively sanctioned” are therefore more 

likely to be adopted, independent of their efficiency for internal operations (DiMaggio & Powell, 

1983, p. 148). Compliance to these forces increases inter-organizational homogeneity within a field 

(see figure 2). The aggregated effect is that inter-organizational diversity is reduced.  

 

Figure 2 Isomorphic processes and field structuration (Adapted from Lawrence, 1999, p. 168) 

March and Olsen (1994; 2004) framed the social reality of economic actors with a theory of rule 

following and a “logic of appropriateness”: Decision-makers identify who they are in a given 

situation, what is expected of them in that role, and then act accordingly. “Actors seek to fulfill the 

obligations encapsulated in a role […] and the ethos, practices and expectations of its institutions” 

(March & Olsen, 2004, p. 2). Organizations, then, will behave in ways that conform to their social 

role to be “legitimately representing what they are” (March, 1994, p. 61). Rule-following does not, 
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however, make social behavior predictable, as people and organizations are faced with multiple 

roles and identities with sometimes competing or ambiguous rules (March, 1994). Actions will 

depend on the decision-makers’ attention to the different roles and their interpretation of the given 

situations, which depend on individual experiences, motivations and preferences (March, 1994; 

March & Olsen, 2004). 

Richard Scott (2008a) combines previous elements in an attempt to provide a common ground for 

institutional theories and analysis. Scott identifies three “pillars” that constitute the institutional 

order: A regulative framework of legal rules and sanctions that directly constrain behavior; a 

normative system of social values and norms that dictate actions through moral and social 

obligation; and cultural-cognitive elements from a social reality that shape the way people interpret 

and understand situations and their own possible actions. Institutions are strong when they are 

supported by all three pillars (Scott, 2008a). Each of Scott’s pillars offer “related, but 

distinguishable bases of legitimacy” (2008a, p. 61). To be perceived as legitimate, companies 

therefore have to comply with different rationales: To regulative rules and requirements; to 

normatively accepted actions; and to culturally supported behavior. In most empirical cases, Scott 

emphasizes, all three elements coexist (Scott, 2008a).  

3.1.3 Criticism and Adaptations 

Institutional theories have been criticized for overemphasizing institutional stability, which makes 

social systems resilient to change (Bengtsson, 2008a). Another criticism has been that it is overly 

deterministic with little room for conscious choice and variation in social behavior (ibid). New 

theoretical contributions have offered more dynamic perspectives that now have become 

dominating in the institutional tradition (Oliver, 1991; Greenwood & Hinings, 1996; Lawrence, 

1999; Garud et al, 2007).  

Christine Oliver (1991) combines institutional theory with convergent insight from resource 

dependence perspectives to assess how firms may respond to institutional forces. According to her, 

strategies can range from passive compliance to active manipulation depending on contextual 

predictors and the capabilities of the organization. She concludes that “the institutional framework 

can readily accommodate a variety of strategic responses to the institutional environment when the 

degree of choice and activeness that organizations exhibit in response to institutional constraints 

and expectations is not assumed to be invariant across all institutional conditions” (Oliver, 1991, p. 

173).  
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Greenwood and Hinings (1996) coined the term neo-institutionalism in their work to explain the 

dynamics between institutional forces and organizational responses. External pressure in the 

institutional context within a field does affect organizations to behave in similar ways, but 

organizations also have “seeds of alternative ways” of thinking, evaluating and responding to such 

pressure (Greenwood & Hinings, 1996, p. 1033). Organizations have specific internal values and 

goals, different opinions about the efficiency of social norms and standards in their field, and 

different capabilities to induce institutional change (Greenwood & Hinings, 1996). Organizations 

are therefore faced with different constraints and abilities that shape their options. This leads to 

heterogeneity among organizations and leaves room for institutional change (ibid).  

These adaptations perceive decision-makers to be reflective agents, capable of acting in ways that 

differ from the prescribed social rules (Garud et al, 2007). Actors may even follow “institutional 

strategies” through which they aim to change the institutional framework according to their own 

benefits (Lawrence, 1999; Bengtsson, 2008b). Such “institutional entrepreneurs” have to be able to 

break away from tradition and conventional truths and to visualize acceptable alternatives 

(Lawrence, 1999). Researchers therefore agree that institutions limit the pace of change because 

breaking institutional rules and expectations is more time and resource demanding than simply 

adhering to them (Garud et al, 2007; North, 2008). 

While institutions traditionally have been specified for the country level, separated by cultural-

cognitive differences (Bengtsson, 2008a; Scott, 2008a), they have also gained attention on a 

transnational level, where they have been perceived as both the results and facilitators of 

international cooperation (DiMaggio & Powell, 1991). The UN and international trade agreements 

are examples of such regimes. International institutions provide stability and order through a 

homogenization of international standards (ibid). They are constructed by organizational and 

institutional actors that have economic and social power to influence the international agenda 

(Scott, 2010). Both national and international institutions are results of particular interests and 

power relations that have managed to influence the institutional process (DiMaggio & Powell, 

1991; North, 2008).  

3.2. Neo-Institutional Economics and Transaction Costs 

The interest of institutional economics has been to understand decision-making at the organizational 

level, which has led to conclusions that slightly differ from those of the organizational theorists. 

Within Transaction Cost Economics (TCE), the institutional environment is understood as 
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background conditions that influence economic decisions through transaction costs (TC) 

(Williamson, 1996). 

3.2.1. Theoretical Roots  

John R. Commons (1931, 1934) defines transactions as the fundamental economic unit that 

precedes any other economic activities. A transaction is a unit between an action and the parties 

involved and implies a “legal transfer of ownership” (Commons, 1931, p. 55). Commons further 

assumes that there is a conflict of interest among the parties in every transaction because resources 

are scarce (Commons, 1931). Agreements between transacting parties can therefore only be reached 

through negotiation (ibid). 

Ronald Coase (1937) sought to understand why some transactions are carried out within a firm and 

not on the market: According to the classic economic theory, the mechanisms of the free market 

should lead to more efficient resource allocation and production levels than the hierarchical control 

mechanisms of a firm. The existence of firms could therefore not be explained by conventional 

economic theory (Coase, 1937). Building on Common’s understanding of transactions as the 

fundamental economic unit, Coase (1937; 1960) introduced the costs of carrying out transactions on 

the market to explain why firms exist. When firms participate in market transactions, they have to 

negotiate agreements with contracting partners and safeguard against the possibility of being 

exploited by others (Coase, 1988). This creates market transaction costs (TC). By internalizing 

transactions, such costs may be reduced through employment contracts and direct control (ibid). 

Coase thus perceives markets and firms as alternative ways to organize and coordinate transactions 

and concludes that the costs of using market mechanisms compared to the costs of internal 

coordination will determine which option is preferred (ibid).  

3.2.2. Transaction Cost Economics 

Oliver Williamson (1981; 1996; 2010) further elaborates on the nature of transaction costs. 

Transactions are understood as any contractual relation and the associated TC are the costs of 

enforcing these contracts. Such costs include gathering information, bargaining for agreements and 

enforcing contracts through monitoring and sanctioning. Williamson perceives market-mechanisms, 

hierarchical firms and other hybrid structures, like joint ventures and franchising, as alternative 

ways to structure and govern transactions (Williamson, 1996). The crucial decision for actors, first-

order economizing, is to efficiently align the governance structure to the characteristics of the 

transaction in order to minimize TC and waste (ibid). Other internal adjustments are reduced as 

second-order refinements. In other words, economic actors structure their operations first to 
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minimize TC, secondly to maximize efficiency. In the theoretical case of zero TC – a case with no 

uncertainty and no relational dependency - markets are the preferred governance structure because 

competition creates incentives for efficiency and improvements, while internal coordination is 

bureaucratic and costly (Williamson, 1996; 2010). As TC grow due to transaction specific 

investments, formal coordination becomes increasingly advantageous. The choice between 

governance structures are thus determined by a trade off between control and efficiency, and actors 

will seek to optimize production while minimize TC (Williamson, 1996).  

The source of TC is found in the behavioral assumptions of bounded rationality and opportunistic 

behavior (Williamson, 1981, 1996, 2010). Because economic actors are “intendedly rational, but 

only limitedly so”, they are incapable of collecting and processing all relevant information or 

making accurate farsighted predictions (Williamson, 1996, p. 36). This further implies that any 

complex contract is incomplete in nature, leaving room for uncertainty (Williamson, 1996). People 

may further be deceitful as they act in accordance with their own self-interest. Williamson (1996, p. 

48) emphasizes that “some individuals are opportunistic some of the time” but that the potential of 

opportunistic behavior imposes TC because actors have to safeguard against it. These behavioral 

assumptions cause TC both within firms and on the market (Williamson, 1996). 

The institutional environment, which includes property rights, contract law, and social customs, is 

understood as “background conditions” and “rules of the game” that influence the relative costs of 

different governance structures (Williamson, 1996, pp. 222-223). Institutional changes, like 

improved property rights or the establishment of legal institutions to enforce contracts, may for 

instance lower the costs of using the market relatively to the firm. Organizations therefore adapt to 

changes in external conditions when and if they alter the economic reasoning of their choices – the 

first-order economizing conditions (ibid).  

3.2.3. Transaction Costs in Institutional Theories 

Douglass North (1990; 1991; 2008) has been a central figure in promoting TCE in a broader 

institutional setting (Scott, 2008b). North describes a dynamic, interdependent relationship between 

TC and institutions: Institutions are “humanly devised constraints that structure political, economic 

and social interaction” in order to reduce uncertainty (North, 1991, p. 97). Simultaneously, 

“institutions provide the structure for exchange that (together with the technology employed) 

determines the cost of transacting and the cost of transformation” (North, 1990, p. 34). Institutions 

are thus both human constructs to reduce uncertainty and TC, and constitutive of the costs of 

transactions in a given context. Although economic agents act according to their own rationales and 
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utility functions, their options are limited by the existing institutional framework, which makes 

decisions and actions historically and culturally contingent (North, 2008; Menard & Shirley, 2008). 

Institutions, or governance structures, allocate property rights among contracting parties to achieve 

economic efficiency (Kim & Mahoney, 2005). Unclearly defined or weak protection of such rights 

makes markets less efficient and raises the costs of market transactions. Supporting legal and 

political institutions may lower market TC and encourage more transactions by protecting property 

rights and reduce the uncertainty on the markets (North, 2008).  

While the immediate objective of economic organizations, i.e. firms, is profit maximization, North 

states that the ultimate objective of any organization is survival (North, 2008). In order to survive, 

companies make investments to improve their capabilities and enhance their competitive position. 

The “institutional matrix” influences investment decisions as it determines the rewards and “pay-off 

structure” (North, 2008, p. 23). Companies that come into existence will reflect these incentive 

structures and so will their strategic investments for future survival.  

3.2.4. Criticisms 

Transaction cost theory has been criticized for reducing firms to a governance structure that simply 

functions as a last resort when the market fails (Ghoshal & Moran, 1996). According to these 

critics, TCE miss the purposeful, productive capabilities of firms. TCE has also been criticized for 

underestimating the power of trust and social reputation that help safeguard against opportunistic 

behavior in the market (Petersen, 1995). The underlying behavioral assumptions and transaction 

concepts have further been criticized for being incomplete and too simple (e.g. Schlag, 1989; 

Simon, 1991). Some have also warned against the danger of assumed opportunistic behavior 

resulting in a possible self-fulfilling prophecy (Sumantra & Moran, 1996). 

Despite these criticisms, TC and TCE have been broadly applied to explain organizational decision-

making as well as industry structures as results of attempts to minimize transaction costs (McCann 

et al., 2005; Johansson, 2015). According to Williamson (1985, p. 41), “any problem that can be 

posed directly or indirectly as a contracting problem is usefully investigated in transaction costs 

economizing terms”.  

3.2.5. Application in Environmental Policies 

Within the fields of environmental challenges and policies, TCE has been applied to explain why 

some collective initiatives are successful in addressing these concerns while others fail (Stavins, 

1995; Engel et al., 2008; Menard & Shirley, 2008; Vatn, 2010; Libecap, 2013; Gallemore et al., 
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2015). These studies analyze attempts of collective actions and cooperation as contractual 

processes that involve agreeing on the use of natural resources (Libecap, 2013). The nature and 

characteristics of natural resources increase the TC of contractual arrangements. First, lack of 

scientific knowledge about the vulnerability of these resources and disagreements about their value 

increase the ex-ante TC, because it creates a need for gathering, interpreting and conveying more 

information about the issue (Menard & Shirley, 2008). Second, contracting parties have to reach 

agreements about their relative rights and responsibilities in order to coordinate their actions. 

Different parties evaluate the resources and the effect of policies differently based on their own 

received benefits. Such differences and diverse interests increase the TC of bargaining (Vatn, 

2010). Finally, the ex-post costs of administrating, monitoring and enforcing agreements once they 

are established are high because of the complex dynamics and uncertain nature of natural resources 

(Joas & Flachsland, 2014). The argument goes that for cooperation to occur, TC have to be 

overcome (Vatn, 2009).  

The presence of TC have been said to distort the theoretical optimum of social cooperation because 

they reduce trading levels, increase abatement costs, and make new improvements more costly 

compared to existing structures (Stavins, 1997; McCann et al., 2005; Mundaca et al, 2013). 

Similarly, failing to address TC has made environmental policy makers overestimate the cost-

efficiency of new programs (Stavins, 1995). Elements that help reduce TC may therefore enable 

and foster more collective actions and cooperation. Institutions can play a supporting role by 

reducing uncertainty and protecting private investments (McGann et al, 2005). However, changes in 

institutional structures and policies entail improved conditions for some at the cost of others (North, 

2008). This creates room for “political opportunism” where organizations or actors with privileged 

positions try to influence the outcome so that they can extract more of the total value than what 

would have been socially optimal (Libecap, 2008). Powerful oil companies in the US have, for 

instance, hindered new political initiatives by increasing the transaction costs of changing to 

alternative sources of fuels (ibid).  

3.3. Polycentricity & Collective Actions 

Polycentric theories challenge the strict dichotomy of markets and hierarchies as alternative 

governance structures (E. Ostrom, 1990). Within political science, the central, hierarchical power of 

the state is often presumed to be the only alternative to failing markets. Contrary to this, polycentric 

systems allows for a coexistence of multiple centers of decision-making with different objectives, 

ideas and methods (Aligica & Tarko, 2011). Through a process of evolutionary competition, 
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interaction and socialization, such systems may become self-regulative as actors learn to adapt to 

each other in cooperating ways (Polanyi, 1962; V. Ostrom et al, 1962; E. Ostrom, 1990). Central 

governance of polycentric systems entails imposing a single logic or authority with monopoly of 

determining the goals and legitimacy of actions, which suffocates the constructive and self-

regulating forces within polycentric systems (Polanyi, 1962). 

3.3.1. The Core Idea 

Michael Polanyi (1962) challenged any positivistic accounts of knowledge, which he claimed 

undermines and limits human actions. According to him, human actors have the capability to 

coordinate their actions in a spontaneous manner that results in efficient outcomes. Polanyi (1962, 

p. 54) claims that when actors within a field are left with the liberty to pursue their own goals “in 

the light of their own personal judgments” they will coordinate and manage their actions in more 

productive manners than any central regulation and control could do. Such “self-co-ordination of 

independent initiatives leads to a joint result which is unpremeditated by any of those who bring it 

about” (Polanyi, 1962, p. 54).  

Some social systems are polycentric in nature: They consist of independent agents with different 

opinions, knowledge and ideas. He describes such systems as a “Society of Explorers” that “strives 

towards an unknown future” of indeterminate achievements (Polanyi, 1962, p. 73). Because the 

actors share a goal of reaching an abstract, unknown ideal, they will continuously adjust their 

behavior to others, taking others’ actions and new information into account when they make their 

own decisions. In doing so, they form a self-regulating system with spontaneous order that step-by-

step move towards an unknown end-result. “We may call this a coordination by mutual adjustment 

of independent initiatives – of initiatives which are co-ordinated because each takes into account all 

the other initiatives operating within the system” (Polanyi, 1962, p. 54). Any attempt to organize 

such systems by imposing a predefined goal or a single logic “would eliminate their independent 

initiatives, and thus reduce their joint effectiveness […] It would, in effect paralyse their co-

operation” (Polanyi, 1962, p. 55). 

V. Ostrom, Warren and Tiebout (1961) further refined the concept of polycentrism within the 

public sector. In their terms, polycentrism is a structural feature of social systems with multiple, 

formally independent centers of decision-making – i.e. organizations. Different organizations take 

each other’s actions into account, either because they are in competitive relations, enter into 

contractual and cooperative agreements, or because they depend on the same central institutions, 

and end up functioning as a coherent system “with consistent and predictable patterns of interactive 
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behavior” (V. Ostrom et al, 1961, p. 831). Polycentric systems can thus be understood as inter-

organizational arrangements with market-like characteristics of coexisting differences that do not 

lead to social anarchy but evoke self-regulating tendencies (V. Ostrom et al, 1961). Polycentric 

systems benefit from increased flexibility and responsiveness due to the multiple decision centers at 

different levels (ibid).  

Elinor Ostrom (1990, pp. 14-15).  observed that institutional arrangements, or governance 

structures, in real life often are “rich mixtures of “private-like” and “public-like” institutions” and 

that “[i]n field settings, public and private institutions frequently are intermeshed and depend on 

one another, rather than existing in isolated worlds”. In line with the institutional economic 

tradition, Ostrom (2010a, p. 661) borrows the biological concept of “environmentally contingent 

development” to capture the idiosyncratic dynamics of systems and their institutional environments: 

The arena where agents act and interact is embedded in a context that will shape their route of 

actions (E. Ostrom, 2010a).  

3.3.2. Common-pool resources 

Elinor Ostrom (1990, 2000, 2010a) has especially developed the concept of polycentricity in 

relation to governance of common-pool resources. Ostrom (2010a) distinguishes among four types 

of goods along the dimensions of excludability, how difficult or costly it is to exclude someone 

from using the resource, and substractability of use, whether someone’s consumption affect the 

availability of the resource for others (see table 1). Common-pool resources cannot be characterized 

as private or public: Like private goods, their supply is limited so that if someone consume or use 

them there will be less available for others. However, as with public goods, it is highly difficult to 

regulate consumption of common-pool resources or to exclude someone from using them (E. 

Ostrom, 2010a). Because “everybody’s property is nobody’s property” and “wealth that is free to 

all is valued by no one” (Libecap, 2008, p. 551), common-pool resources have often been assumed 

to result in “the tragedy of the commons”, with unsustainable overconsumption driven by self-

interested individuals with short time-horizons (E. Ostrom, 1990).  
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Table 1 Classification of ecosystem services (Adapted from E. Ostrom, 2010a, p. 64) 

                                      Difficulties of Exclusion 

  Low High 

Subtractability 

of use  

Low 
Toll goods                           

e.g. Specific information 

Public goods                       
e.g. ozone layer  

High 
Private goods                     

e.g. Food  

Common-pool resources  

e.g. Groundwater basins 

Many natural resources, like groundwater basins and fish stocks, have the characteristics of 

common-pool resources (Ostrom et al., 1999). The challenge with these resources is to coordinate 

the actions of independent decision-makers (ibid). In economic terms, free markets have proved 

incapable of maintaining such resources at a sustainable level due to externalities and free-rider 

issues: Those who over-exploit the resources do not bear all the negative consequences and those 

who invest to save or improve them do not reap all the benefits (ibid). There is therefore no real 

incentive to conserve or protect such resources. Economic theories have offered a pessimistic image 

of the management of common-pool resources and have pinned individual rationality against 

collective rationality (e.g. prisoners’ dilemma) with predictions that private interests and free riding 

will trump cooperative behavior (E. Ostrom; 1990; Schlager, 2004).  

3.3.3. Environmental Policies  

The economic assumption about environmental challenges is that the only way to incentivize 

economic actors to use resources in a sustainable manner is to internalize externalities through 

private property rights. Political science has accepted these taken-for-granted assumptions and 

concluded that in the case of common-pool resources, where privatization is impossible, central 

control and regulation is the only way to enforce sustainable behavior (E. Ostrom, 1990). 

Ostrom’s (1990) counter argument is that decision-makers are not isolated individuals, trying to 

calculate and predict the actions of opportunistic counterparts; rather, they are members of social 

systems that interact, communicate and adapt to each other. Through repeated interaction, 

independent agents develop norms for behavior that enable them to predict others’ behavior, to 

develop trust and to observe that they are able to reap higher benefits through cooperative behavior 

(see figure 3, E. Ostrom, 1990). Such polycentric systems, Ostrom (1990; 2010a) discovered, have 

been successful in securing social cooperation in cases where central, public institutions have failed. 

Political science makes the mistake of assuming that governments can predetermine the objective 
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ideal and enforce cooperative behavior at zero TC (E. Ostrom, 1990). In reality, imposing public 

regulation introduces an additional level of agency problems because government representatives 

have the same cognitive and behavioral limitations as other decision-makers (ibid). Furthermore, 

actors who are positioned closest to the local problem and who execute the local decision-making 

have more specific knowledge about the nature of the resource and the challenges related to it, and 

are therefore more likely, collectively, to develop solutions that fit the particular case (ibid). By 

allowing members to participate in forming their own contracts and rules, the system is built on the 

complementing knowledge and experiences of the different participants (ibid). Ostrom (1990, p. 14) 

stresses that “the capacity of individuals to extricate themselves from various types of dilemma 

situations varies from situation to situation”.  

 

Figure 3 Social dynamics of cooperation (Ostrom, 2010a, p. 660) 

 

Ostrom presents a normative claim on legislators: Regulative institutions should not be structured to 

limit and prevent destructive behavior, but provide a supportive framework that fosters interaction, 

cooperation and innovative initiatives from within (E. Ostrom, 2010a). Polycentric theory does not 

reject the possibility that imposed rules and regulations may create incentives for behavior that is 

more in the common interest; it simply states that the rules and incentives have to be in line with the 

interest and goals of the members to have any real influence (Aligica & Tarko, 2011). Because 

members can exit as they wish, any rules that impose actions against their own interest may be 

disregarded (E. Ostrom, 1990). Institutional rules should therefore be open to input from the 

participants and adapted to the dynamic developments in the system. 
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4. ENVIRONMENTAL REALITIES 

“An overwhelming body of scientific evidence indicates that the Earth’s climate is rapidly 

changing, predominantly as a result of increases in greenhouse gases caused by human 

activities.” 

 Stern review, 2005, p. 3 

The stock of greenhouse gases (GHG) in the atmosphere was around 430 parts per million (ppm) 

CO2 in 2005, compared to 280 ppm before the Industrial Revolution (Stern, 2005). Researchers 

have concluded that this development has led to higher global 

temperatures and that a small increase could have catastrophic 

consequences for life on earth (Stern, 2005; UNEP, 2014). 

International leaders have committed to an “emission budget” that 

would keep global warming below 2 degrees higher than pre-

industrial levels (UNEP, 2014). Despite several attempts to reduce 

the human induced changes, the concentration of GHG in the 

atmosphere has never been higher (Solberg, 2015). The gap 

between the “budgeted” and the actual levels of emission is 

continuously increasing (UNEP, 2014). 

4.1. Drivers & Abatement Opportunities 

The main drivers of climate change are population growth and economic development (Stern, 

2005). Modern societies are built on a high-carbon infrastructure, supported by fossil fuels, and as 

the global population continuous to grow and more people move out of poverty, energy 

consumption and pollution increases (ibid). This has also led to increased pressure on land use and 

agriculture practices, which have contributed with more than 40% of GHG emissions (see figure 4). 

 

Figure 4 Sources of GHG emissions in 2005 (Stern, 2005) 

57 % 

41 % 

2 % 
Fossil fuels (power, transport,

buildings, and industry)

Agriculture & changes in land

use (e.g. deforestation)

Other

Greenhouse gases listed in the 

Kyoto Protocol and share of 

total emissions (2005):                                  

Carbon dioxide (CO2), 77%  

Methane (CH4), 14% 

Nitrous oxide (N2O), 8%  

Hydrofluorocarbons (HFCs), <1% 

Perfluorocarbons (PFCs), <1% 

Sulphur hexafluoride (SF6), 1% 

Source: Stern Review, 2005 
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Researchers have identified emission reduction potentials within different sectors that would 

support the ambitions to limit global warming (Stern, 2005; McKinsey, 2009; UNEP, 2014). While 

their precise estimates vary, they agree that changes will have to occur at multiple levels and within 

multiple sectors in the society in order to have any real impact: Emission reduction will have to 

come from changes in consumer trends and behavior, technological improvements of energy 

efficiency, changing to renewable and alternative energy sources, and more sustainable 

management of forests and agriculture (McKinsey, 2009; UNEP, 2014; Statoil, 2015).  

Researchers also agree that any abatement costs would far out-benefit the cost of inactivity (Stern, 

2005; McKinsey, 2009; UNEP, 2014). While mitigation costs have been estimated to be roughly 

0.4% of global GDP, adapting costs, i.e. the costs of dealing with climate changes once they have 

occurred, might reach 5% of global GDP (McKinsey, 2009). High upfront investments, lack of 

knowledge and split incentives (agency problems) are however creating barriers for realizing these 

reduction potentials (McKinsey, 2009; UNEP, 2014). 

Protection and conservation of forests has been identified as one of the most efficient abatement 

opportunities, due to its low upfront investments costs, low running abatements costs and high 

reduction potential (Stern, 2005; UNEP, 2012; McKinsey, 2009 - see table 2). Forests, and 

especially tropical forests, function as carbon sinks that store CO2 in plants and trees. Forests cover 

almost 1/3 of the earth’s surface and store an estimated 2,400Gt of carbon (CBD, 2011). Roughly 

13 million hectares of forests are destroyed every year, releasing 5.8Gt CO2 equivalent (CO2e) 

(ibid). Deforestation and other changes in land use that involve changes in vegetation also reduce 

the earth’s ability to absorb future emissions. Most of the emissions from forest degradation is 

regionally concentrated, which makes it fairly easy to target compared to other abatement 

opportunities (Stern, 2005). 

Table 2 Emission reduction potential by sector for 2012-2020 (UNEP 2012) 

Emission Reduction Potential (GtCO2e) 

Sector Reduction potential  

Power sector 2.2 – 3.9 

Industry 1.5 – 4.6 

Transport 1.7 – 2.5 

Buildings 1.4 – 2.9 

Forestry 1.3 – 4.2 

Agriculture 1.1 – 4.3 

Waste 0.8 

Total 10-23 
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4.2. Commodification of Nature & Ecosystem Services 

The Millennium Ecosystem Assessment (MA) offers a broad definition of ecosystem services, 

which has been adapted by the UN and applied in much of the existing research on the 

environment. The MA (2005, p. 27) defines ecosystem services as “the benefits people obtain from 

ecosystems” and differentiates between four types of services, presented in table 3. While the 

demand for these services has been increasing due to economic developments and population 

growth, increasing pollution and overconsumption has decreased both their availability and quality 

(MA, 2005). The MA (2005) states that roughly 60% of all ecosystem services are being degraded 

or used in an unsustainable manner. Current demand for ecosystem services is so high that it has 

started to cause trade-offs between different services (ibid). For instance, by converting forests into 

agricultural land to cover the increasing demand for food, other services that a standing forest 

offers, including climate regulation, soil formation and shelter, are removed.  

Table 3 Classification of types and benefits from ecosystem services (MA, 2005) 

Ecosystem Services 

Type of service Examples  Human benefits  

Provisioning services food, water, fuel, fiber 
safety, basic materials, 

livelihoods 

Regulating services 
climate regulation, disease 

control 

security, good health, 

shelter 

Supporting services 
nutrient cycling, soil 

formation 

better quality air, water, 

food 

Cultural services 
spiritual, recreational, 

aesthetic benefits 

personal well-being and 

happiness 

All ecosystem services are results of the interaction between intermediate services and species 

within the system (Fisher et al., 2009): The provisioning services, like food or fiber, do not exist 

without the presence of other supporting and regulating services, like fertile soil. The presence and 

quality of the services therefore depend on well-functioning ecosystems (Forest Trends et al., 

2008). Human beings are also part of ecosystems and changes in societies and human behavior will 

affect the dynamics of the entire system (MA, 2005). The direct drivers of changes in ecosystems 

and loss of biological diversity include climate changes, pollution, land conversion, and 

overexploitation, all of which are either constant or increasing in intensity (MA, 2005; CBD, 2010).  

Ecosystems and their services have complex spatial and temporal scales: Consequences of local 

actions may be felt globally, and current activities may have long-term implications that are only 

felt by future generations (Fisher et al., 2009). Such scales most often do not fit those of economic 

or socio-political decision-makers (ibid). In attempts to integrate ecological interests in political and 
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economic decision-making, the inherent value of ecosystem services have been reframed as 

measurable commodities in a utilitarian framework (Gómez-Baggethun et al, 2010). International 

organizations, like the World Bank, the Convention on Biological Diversity (CBD), and The 

Economics of Ecosystems & Biodiversity (TEEB), are building frameworks for evaluating nature in 

economic terms.  

4.3. Environmental Policies and Payment for Ecosystem Services 

Policy makers have made efforts to reduce the rate of climate change and loss of biodiversity (CBD, 

2010). Such policies are either based on direct control and regulations or market-based instruments 

(see table 4). There has been a trend in environmental policies leaning towards the use of market-

based instruments (Libecap, 2008). 

Table 4 Policy instruments for reducing environmental impact 

Environmental Policy Instruments 

Control instruments/ 

conventional regulation 

 Specified limits/prohibitions 

Efficiency standards 

Market-based 

instruments 

Pollution/consumption taxes 

Cap-and-trade markets 

Market-based instruments rely on market dynamics to achieve efficient allocation of abatement and 

are therefore assumed to be more cost-efficient than control instruments (Stavins, 1997). One 

example of this is cap-and-trade markets, in which policy makers create artificial markets by 

specifying a limit, a cap, on the use of a resource or the allowed level of pollution and allow actors 

to trade permits to consume or pollute between them. Such tradable permits create an opportunity 

cost for organizations: Those who can easily reduce or improve their activities may earn a profit by 

selling their excessive permits to others (ibid). In theory, investments will therefore be carried out 

where the costs of improvements are the lowest (ibid). Control instruments that impose the same 

restrictions and costs on all actors will not meet this criterion because the cost of abatement varies 

between actors and countries (ibid). 

Market-based policies are based on the concept of Payment for Ecosystem Services (PES). Through 

PES programs, legislators facilitate markets with ecosystem services and common-pool resources as 

tradable goods with assigned exchange-values (Goméz-Baggethun et al., 2010). Such programs are 

developed to create financial incentives for more sustainable use of natural resources and thus build 

on the assumption that decision-makers value short-term economic returns higher than less salient 

environmental services (Stavins, 1997; Engel et al., 2008). Emission trading systems (ETS), like the 
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European ETS, are examples of such PES schemes. A commonly applied definition of PES 

emphasizes voluntarism and conditionality as key elements: PES is a voluntary transaction where a 

buyer buys a well-defined environmental service from a provider, if the provider can secure the 

provision (Wunder, 2005). This definition introduces several inherent challenges and is not easily 

transferred to reality: Most PES systems are imposed by governments and are thus not voluntary. 

Furthermore, environmental services are neither easily defined nor measured, so ensuring and 

documenting the provision is in many cases impossible. Nevertheless, this definition has become a 

theoretical reference point for policy makers.  

Actors within the public, private and social sector on national and international levels are all 

influenced by and dependent on different common-pool resources. These stakeholders will evaluate 

projects and policies differently based on different criteria (see table 5). While international 

legislators may base their priorities on efficiency, environmental NGOs tend to place higher 

emphasis on the effectiveness of a project (Angelsen et al., 2009). Companies that invest to offset 

their own emissions may seek to limit uncertainty and risk associated with the project, while local 

communities tend to be more concerned about the equity and co-benefits of projects – including 

how the obtained benefits will be distributed (ibid). Such differences may induce conflicting claims 

and opinions on the policy designs, which make agreements and common solutions harder to reach. 

Cooperation across different levels and sectors are however crucial to achieve changes on a global 

scale (UNEP, 2014).  

Table 5 Evaluation criteria for environmental policies (Angelsen et al., 2009) 

Evaluation Criteria 

Criteria Specifications 

Effectiveness Targeting the projects that leads to highest level of real impact, 

measured in amount of emission reduced  

Efficiency Targeting the most cost-efficient projects, including transaction costs 

Equity Emphasis on the social distribution and sharing of resources, costs and 

benefits of the projects 

Co-benefits Targeting projects that contribute to additional social development 

goals, like poverty reduction; biodiversity protection; empowerment of 

indigenous people 

The Kyoto protocol from 1992 is probably the most ambitious international initiative to reduce 

climate change. Through the protocol, industrialized countries have committed to reduce their 

emission levels. The framework in the protocol provides three market-based mechanisms for 

achieving this, which inherently follow the efficiency criterion of economic reasoning. The 
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enforcement of the Kyoto protocol has been challenged by lack of commitment among countries 

and the ambitions and targets of the participating parties are decreasing (Solberg, 2015).  

The UN’s REDD-plus is an initiative that aims “to reduce forest emissions and enhance carbon 

stocks in forests while contributing to national sustainable development” (UN-REDD Programme, 

2015, p. 5). REDD+ thus targets one of the main drivers of CO2 emissions, namely deforestation 

and changes in agriculture. REDD+ projects currently cover 34% of the world’s forests and 56% of 

tropical forests (UN-REDD, webpage). In addition to reduced emissions and climate benefits, 

reductions in deforestation have been estimated to create an annual benefit from ecosystem services 

worth US$ 183 billion (CBD, 2014). Once both global and national institutions are in place, the 

program aims to attract private funding through verified emission reductions (VER). The ambition 

is to link these reduction units to a global carbon market as certified carbon credits (ibid). In 2010, 

pilot projects and voluntary markets contributed with US$ 140 million (Angelsen et al., 2012). In 

comparison, a compliance market is expected to generate a yearly contribution of US$ 7.5 billion 

(ibid).  
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5. PREVIOUS RESEARCH & PROPOSITIONS 

5.1. Corporate Environmental Responsibility 

Previous studies have identified different motivational and strategic drivers that may lead 

companies to include environmental concerns in their strategies. Strong individual values and 

ethical motives may for instance create an intrinsic motivation for environmentally responsible 

actions, especially when linked to central actors (Aguinis & Glavas, 2012). Most companies, 

however, tend to have a more instrumental approach to environmental concerns, including external 

stakeholder pressure and new economic opportunities (Bansal & Roth, 2000; Mulder et al., 2006; 

Aguinis & Glavas, 2012). Environmental considerations are then assessed in a broader economic 

framework (see figure 5).  

 

Figure 5 Motivations for environmentally responsible behavior (Adapted from Bansal & Roth, 2000) 

The motives behind organizational decisions affect the strategic goals of what companies aim to 

achieve, which in turn will influence the limit of their actions (Bansal & Roth, 2000; Dixon & 

Challis, 2015). While intrinsically motivated actors find environmentally responsible actions 

rewarding in itself, considerations that are driven by economic opportunities will be limited to 

actions that make economic sense and offer a competitive advantage (ibid). Improved waste 

management, for instance, makes sense as it reduces overall production costs, and “green 

marketing” may help attract environmentally concerned investors, employees or consumers (ibid). 

Without such economic co-benefits, environmentally responsible actions are unlikely pursued. A 

third motivational driver is found in the external environment of companies, in legislation and 

stakeholder expectations. Companies that primarily are driven by concerns for their social 

legitimacy and license to operate tend to develop more reactive strategies based on satisfying these 
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expectations and requirements (ibid). Environmental concerns then become part of the company’s 

risk-management and environmentally responsible behavior function as a means to secure access to 

resources and business opportunities, create credibility and legitimacy with important stakeholders, 

or to avoid costly sanctions in the future (ibid). Thus, even through all three motives potentially 

lead to environmentally responsible actions, the actual strategic decisions and behavior may differ. 

A report by the Carbon Disclosure Project (CDP, 2013) presents the dominating perceptions of 

climate changes within different sectors. 35 “oil, gas and consumable fuels” companies participated 

in the report, including Statoil, Shell, BP, Chevron, Exxon, Petrobras and Gazprom. Within this 

sector, environmental concerns were perceived as operational risks driven by concerns for 

regulations and future regulations, as well as potential damages to public reputation (CDP, 2013). 

The CDP (2013) further found that energy companies overall are more reluctant than others to set 

emission reduction targets because they are concerned with the effect on their competitiveness and 

growth ability (ibid). This gives an indication that environmental concerns within the petroleum 

industry generally are externally imposed concerns: The motivational drivers are not climate change 

per se, but rather how such changes will affect stakeholder pressure and legislators and the 

legitimacy and acceptance of the companies’ actions. 

Empirical studies have found that public regulations, standards and certificates in fact may have a 

negative impact on companies’ substantial activities because it shifts the underlying incentives of 

actions, which are reduced to minimum compliance (Aguinis & Glavas, 2012). Similar warnings 

have been presented about the potential “crowd-out” effect following the “commodity fetishm” in 

PES programs (Gómez-Baggethun et al., 2010, Vatn, 2010; Muradian et al., 2013). Tying 

environmental concerns to economic considerations may erode intrinsic motivation by changing the 

logic of actors from doing what is socially responsible, to doing what is best in their own economic 

interest (Vatn, 2010). Such findings may be understood in line with Meyer and Rowan’s (1977) 

concept of decoupling: Internal environmental considerations are ceremonial compliances to 

external myths of how to address such concerns. When these practices, which are based on external 

criteria, come in conflict with internal goal and efficiency, actual behavior may be detached from 

the formally presented strategy. Although oil companies are expected to present similar images of 

their practices that are isomorphic to the field logic, they may nevertheless follow different 

strategies. Bansal and Roth (2008) further found that companies in industries with an overall 

negative image, like the oil industry, tend to collude and form associations to manage the industry’ 
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image. Firms in such fields are unlikely to exceed industry standards because it would make other 

field members look bad (ibid).  

5.2. Theoretical Propositions 

Building on assumptions and concepts from organizational institutionalism (OI) and transaction 

cost economics (TCE) allows for the construction of hypothetical predictions and explanations 

about Statoil’s behavior (Yin, 2009). OI argues that a company’s decisions and strategies are driven 

by other factors than internal efficiency criteria alone (Meyer & Rowan, 1977). These factors are in 

part functions of the institutional environment and operational uncertainty (DiMaggio & Powell, 

1983). Institutional economics predicts that changes in the institutional environment may change 

the incentive structure of organizational decision-making (North, 2008). Such changes are found in 

institutional structures, like cognitive perceptions, social norms and coercive regulations (Scott, 

2008), which institutional structures functions as constraints on business practices as they limit their 

perceived possible options (DiMaggio & Powell, 1983). They also provide socially accepted and 

rationalized concepts that ease the interaction with external stakeholders and allow companies to 

provide legitimate accounts for their actions (ibid). Complying with institutionalized standards and 

social norms may therefore functions as means to minimize the transaction costs related to different 

contractual relationships. Different organizations adapt to the same external conditions, leading to 

isomorphic structures among organizations (Meyer & Rowan, 1977; DiMaggio & Powell, 1983). 

Following these rationales, four propositions have been formulated (table 6). Note that the proposed 

propositions provide complementary and overlapping arguments.  

Table 6 Theoretical propositions 

Theoretical Propositions 

P1: Statoil will adapt to external changes by complying to new expectations in ways 

that conform with its role and industry standards 

P2: Statoil will seek external reference points and criteria for legitimacy claims and 

rational explanation for its actions 

P3: Statoil will chose options that minimize uncertainty and the associated TC and 

allow it to internalize the benefits from its investments 

P4: Statoil will try to influence its external conditions to improve its own position 
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6. CASE STUDY: STATOIL & THE OIL INDUSTRY 

– A Field of Legitimacy Claims 

The aim of this paper is to understand how companies are influenced by increasing concerns for the 

environment. The following analysis is based on a Norwegian oil company, Statoil. Although the 

conclusions of the analysis are specific for this case, they shed light on dynamics and mechanisms 

that may be present in other companies in the sector as well as in related fields. To better 

understand some of the inter-organizational conditions, the analysis includes an assessment of the 

structural features of the oil and gas industry as a field, as well as the discourse of the current 

climate debate.  

6.1. Statoil 

The Norwegian State Oil Company, Statoil, was established in 1972, after the discovery of oil on 

the Norwegian continental shelf in 1967. Although Statoil was publically listed in 2001, the 

Norwegian government still holds a controlling 67% of the company’s shares (Statoil, 2014a). In 

2007, Statoil merged with the oil and gas division of Norsk Hydro - an aluminum producing 

company with oil and gas activities along the coast of Norway (Statoil ASA, 2007). Today, Statoil 

has become an international group with exploration and production activities around the world (see 

figure 6). It is the third largest supplier of crude oil globally and the second biggest supplier of 

natural gas in Europe (See figure 7, Statoil ASA, 2014a).  

    

Figure 6 Statoil’s global presence as share of total operations (Statoil ASA, 2014a) 

Figure 7 Share of income by products (Statoil ASA, 2014a) 

The production of oil and gas is a polluting activity that leads to emissions to air and water and 

creation of waste along the entire production chain (see figure 8). These activities, especially 

exploration and refinement, also require a lot of energy and resources, leading to indirect emissions.  
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Figure 8 Statoil’s chain of activities and its environmental impact 

As Statoil’s production activities have increased, so has its impact on the environment. Statoil’s 

total CO2 emissions between 2000 and 2014 are presented in figure 9. Based on these numbers and 

total production levels in the same period, CO2 emission per produced unit has been calculated, 

presented in figure 10.  

 

Figure 9 Statoil’s total level of CO2 emissions (million tons) (Statoil ASA, annual reports 2000-2014) 
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Figure 10 Statoil’s CO2 emission per produced unit (tCO2/boe), 2000-2014
1
 

As these numbers indicate, emission per produced unit is slightly lower today than it was in 2000. 

Statoil accounts this to its continuous improvements in practices and technologies (Statoil, 2014b). 

Since 2009, however, marginal carbon emissions have been increasing. According to Statoil, 

maturing assets are less carbon efficient because they emit more and produce less. Exploration and 

development of new fields is also becoming increasingly energy demanding due to more extreme 

weather conditions and locations (Statoil, 2011; Statoil ASA, webpage 2015). This increases the 

company’s indirect emissions. The group expects its marginal emissions to increase further towards 

2020 as it is entering new and more polluting areas of production, including heavy-oil in Venezuela 

and oil sand in the US (Statoil webpage, 2015). Nevertheless, Statoil has been said to be “among 

the absolute front runners on dealing with carbon dioxide” (Statoil ASA, 2002, p. 5) and has been 

ranked as the world’s most sustainable energy company (Corporate Knights, 2014). The average 

carbon intensity for Statoil’s operations in 2014 was 11kg CO2/barrels of oil equivalent (boe), 

compared to an industry average of 17 (Statoil ASA, 2014b). 

6.2. The Oil & Gas Industry: A Structured Field 

An industry in its broader contextual setting may be analyzed as a field, following DiMaggio and 

Powell’s (1983) definition. Actors within the field, including political and legal institutions, 

suppliers, customers and competitors, interest groups and associations, develop a common language 

and understanding that enable them to communicate and to make predictions about others’ actions 

                                                 
1
 These calculations are based on the numbers presented in the company’s annual reports. The values do not correspond 

with the “carbon intensity” measures in the 2014 sustainability report, which indicates that the company is using other 

numbers or methods in its own calculations 
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(Lawrence, 1999). These actors are structured together by institutional regulations, contractual 

arrangements or more informal interaction, which makes them more aware of each other and leads 

them to take each other into consideration (DiMaggio & Powell, 1983). 

Competing oil companies tend to collaborate to share the costs and risks of developing new 

projects. Statoil currently have several joint ventures with companies like BP, Chevron and 

ExxonMobil, both on the Norwegian continental shelf and abroad (Statoil ASA, 2014a). National 

governments also often require foreign companies to work with local national oil companies 

(NOCs) to ensure that investments, technologies and skills benefit the host country (personal 

communication, March 19). Statoil collaborates with several NOCs to gain access to foreign fields, 

including Petrobras in Brazil and Rosneft in Russia (Statoil, webpage 2015). Oil companies 

therefore often have intertwined interests and depend on each other for success. As a consequence 

of this, technologies and practices are defused among competing firms. The high level of 

interaction, information sharing and interdependency makes the industry highly structured and 

increase isomorphic behavior through coercive, mimetic and normative forces as companies copy 

each other or adapt to others’ practices and requests (DiMaggio & Powell, 1983).  

Any break-through or revolutionary innovation within the energy industry is both risky and costly 

because the production and distributions systems are highly interlinked (Croocs, 2015). Oil, for 

example, is extracted from huge fields, transported in international networks of pipelines and 

distributed as fuel through gas stations. New innovations or alternative products that do not fit the 

existing systems will have to compete with the efficiency and scale of the established practices. 

This has limited radical changes in the industry, and public policies and subsidies have been 

important in shaping the industry structure (ibid). Also, as a primary resource, fossil fuels leave 

limited possibilities of differentiation and companies are highly vulnerable to shocks in price or 

supply levels. Oil companies are thus tied together in reciprocal relations. DiMaggio and Powell 

(1983) predict that such positions of dependency – both inter-organizational and resource 

dependency – will increase isomorphic behavior within a field because it is difficult for 

organizations to reject the coercive pressures that are built into their exchange relationships.  

National governments and policies also play a central role in the petroleum industry as they grant 

access to resources, regulate production activities and levy taxes on income. To gain access to vital 

resources, oil companies are required to comply and adapt to national regulations and interests 

(personal communication, March 19). Political and legal institutions are thus powerful stakeholders 

that impose direct constraints on companies through coercive isomorphism. Through industry 
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associations and networks, companies are presenting a united front in international negotiations 

(Bloomberg, 2015c; Statoil, 2015). While strengthening the bargaining position of the individual 

company, such associations contribute to the cohesiveness and tie the actions and interests across 

companies even further together, which tends to create a sense of loyalty within the industry 

(Bansal & Roth, 2000). Without the trust and recognition of peer companies and national 

governments, oil companies will lose vital partners, contracts and licenses. Companies will 

therefore tend to comply with the institutional forces, leading to isomorphic industry behavior (see 

figure 11).  

 

Figure 11 Structuration in the oil and gas field 

While energy demand in industrialized countries is showing signs of stagnation, population growth 

and economic development in non-OECD countries is expected to drive future global demand up 

(IEA, 2015). The petroleum industry is highly volatile to external shocks and estimates about future 

demand are therefore constantly revised: Low oil prices during the last year have led to an increase 

in demand in developing countries and higher expectations about future sales. The current 

economic turmoil in China has, however, led to a drop in expectations (Kjernli, 2015). Even though 

total demand for energy is expected to increase, oil and gas will have to compete with other energy 

sources, including coal, nuclear and renewables. Developments of new technologies that are 

improving energy efficiency and alternative products, like electrical vehicles, are also decreasing 

overall demand for energy (Statoil ASA, 2015). What the future energy market will look like and 

how sales will be split among competing fuels will thus largely depend on political, technological 

and economic developments (McKinsey, 2009; IEA, 2014; Statoil ASA, 2015).  
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6.3. Climate Change: New Institutional Claims 

During the industrial revolution, the primary responsibility of an oil and gas company was to 

support the growing need for fuel and energy. In modern societies, enterprises are met with broader 

social responsibilities and expectations, including concerns for the environment (Bengtsson, 2008a). 

Some of these concerns have gained stronger consensus and legitimacy claims in the society (ibid). 

UN commissions and climate conferences, for instance, triggered the media’s attention towards 

climate change and global warming, which coincided with the development of new environmental 

NGOs (Stern, 2005; Bengtsson, 2008a). These conferences have contributed in shaping the climate 

discussion by providing information, concepts and ways to address these new concerns (Bengtsson, 

2008a). Increasing scientific knowledge and social awareness of human induced climate change 

have thus altered and created new cognitive institutional forces in the broader society. Such 

cognitive and perceptional changes make people interpret others’ behavior in new ways (North, 

2008). Business practices that were socially accepted and legitimate before may therefore no longer 

be perceived that way. In that way, they may also lead to changes in normative institutional forces. 

Such considerations have to be included if companies wish to remain legitimate. Events and 

scandals that attract the public attention towards the negative environmental impact of businesses 

have helped to reinforce the social awareness (Bengtsson, 2008a).  

By the beginning of the 2000s, the social awareness was complimented with new regulative forces 

as international and national legislation imposed stricter regulations on business practices (ibid). 

The Kyoto protocol was signed in 1997 and the first round of commitment enforced in 2005. 

Simultaneously, international market standards for products like petrol and diesel oil were tightened 

to reduce emission from use of such fuels (Statoil ASA, 2000). Regulations keep developing as the 

UN will hold the 21
st
 COP meeting in Paris later this year to continue to work for global solutions; 

the EU is planning to cut carbon emissions by 40% by 2030, 70% by 2050 (Bloomberg, 2015c); and 

the G-7 are pushing to decarbonize economies and have presented an ambition of zero emissions 

from fossil fuels by the end of this century (Nicola & Morales, 2015). Increasing awareness and 

concerns about climate change have affected all of Scott’s (2008a) institutional pillars - cultural-

cognitive perceptions, social norms as well as regulative structures. These changes affect the 

“background conditions” (Williamson, 1996) and institutional “incentive structures” (North, 2008) 

for economic decision-makers, which they will have to respond to in order to remain competetive.  

The International Energy Association (IEA, 2012) has estimated that no more than one-third of the 

discovered fossil fuel reserves can be extracted and used if global warming is to remain below 2C. 
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Total proven international reserves contained 2,860 GtCO2 in 2012, while the “emission budget” 

between then and 2050 only would allow 1,000 GtCO2 to be emitted (IEA, 2012; The Economist, 

2013). This indicates that there is a large portion of excess reserves that have to be left untouched if 

the Kyoto protocol is enforced (The Economist, 2013). However, implementation of the agreements 

has delayed as countries are withdrawing from their commitments or are reluctant to set and accept 

binding targets (Stern, 2005; UNEP, 2012). Countries like Canada, Japan, the US, New Zealand and 

Russia are for instance not participating in the second commitment period of the protocol (UNEP, 

2012). Furthermore, 90% of existing oil and gas reserves are owned by NOCs and are thus under 

the direct control of national governments (Tordo et al, 2011). These NOCs continue to invest 

heavily in the development of new reserves, driven by competitive forces between countries (The 

Economist, 2013). This creates mixed signals in the industry, as legislators present ambitions that 

point in one direction while making investments and decisions that work against those goals.  

6.3.1. The Discourse of Climate Change 

Actors will manage the demands of boundary-spanning relationships by complying with the 

expectations of their role in order to achieve social legitimacy (Meyer & Rowans, 1977; DiMaggio 

& Powell, 1983; March, 1994). Because legitimacy is dialectic and contextual dependent, 

companies will be faced with multiple, sometimes competing, legitimacy claims (Black, 2008). 

Although the debate about climate concerns have existed for decades, the environmental 

responsibilities and claims of companies represent a relatively unspecified discourse compared to 

other clearly defined roles and obligations in the oil field (see figure 12). March (1994) predicts that 

in situations where roles are imposing competing obligations on decision makers, the one that is 

more clearly defined will trump those with more ambiguous claims.  

 

Figure 12 The discourse of climate changes in the oil and gas field. 

To give accounts and claim legitimacy for their own behavior, actors present narratives that 

construct an image of their actions that is coherent with existing social assumptions and beliefs 

(Black, 2008). Companies depend on rationalized concepts that are shared within a field to explain 

to others why they do what they do (Meyer & Rowan, 1977). The institutional context provides 
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such accepted concepts with assumed efficiency that companies adopt. Social pressure and 

expectations from salient social relationships and partners channel the way companies respond (see 

figure 13) (ibid). Companies comply with these external conditions and social forces by 

incorporating the external rationalized concepts in their own formal structure, and by offering 

accounts in the socially accepted language. Business decisions, for instance, are justified with 

promises of enhanced efficiency, competitiveness and future revenues. Other rhetoric and rationales 

are needed for environmental decisions and considerations. Such new and additional legitimacy 

claims will have to be interpreted and responded to in ways that are consistent with a company’s 

existing image, because incoherent or contradictory stories will damage the trustworthiness of the 

company (Black, 2008).  

 

Figure 13 Managing the demands of boundary-spanning relationships 

The “dominating beliefs” about environmental concerns and the responsibilities of companies have 

been shaped by different influential institutions and organizations (Bengtsson, 2008a). International 

institutions, like the UN and the World Bank, have functioned as central mediators of information, 

knowledge and collaboration, which has made them able to influence the international climate 

“agenda” (Gallemore & Monroe, 2013). Through their work to create awareness and to increase 

international capacity to deal with these challenges, such regimes have developed concepts of how 

to address, measure and report on climate performances, as well as compliance mechanisms to 

improve performances. This has shaped the language of climate change and become determining 

for what is deemed important and appreciated (Wijen & Ansari, 2006; Bengtsson, 2008a). Concepts 

like greenhouse gases, carbon-efficiency and sustainability have become “rational prescriptions” or 

myths. Companies that claim to be environmentally responsible will therefore have to demonstrate 

this by giving accounts in these references. Also, by adopting these accepted criteria through 

ceremonial compliance, companies may claim efficiency and legitimacy. 
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Economic decision-makers, especially institutional investors, began to frame environmental 

responsibility as financial risks once legal sanctions and negative public reputation made 

misconduct costly. These actors have participated in the more general framing in western societies 

so that a “performance oriented risk rhetoric” has come to influence how environmental issues are 

addressed in broader settings (Bengtsson, 2008a).  

Environmental concerns do not represent a unified claim on companies, but are expressed through 

different stakeholder interests and demands, as illustrated in figure 14. There is no universal 

agreement about the environmental responsibilities of oil and gas companies. Stakeholders will 

present different claims depending on their own knowledge, priorities and interests. The Pope, for 

instance, has recently stated that to internalize negative externalities is a matter of ethical principle 

(Francis, 2015). Religious values and opinions have played a central role for corporate 

responsibility movements in the past (Bengtsson, 2008a). Investors are also becoming more critical 

and “divestment campaigns” have resulted in several institutional investors withdrawing from fossil 

fuels (Bloomberg, 2015c). Signals of stricter regulations on carbon emissions are further creating 

uncertainty in financial markets about future profitability of oil and gas investments. However, 

financial markets are also said to be overestimating the future value of oil and gas reserves, as they 

treat existing reserves as indicators of future revenues (The Economist, 2013). This is rewarding oil 

companies that invest in the development of new fossil fuels reserves, even when international 

institutions are working to reduce the future market for these assets.  

 

Figure 14 External claims on the energy sector 

6.4. Statoil’s Environmental Concerns 

Statoil’s environmental concerns are analyzed along two lines of rationales. First, the content of 

Statoil’s sustainability reports will be assessed as attempts to provide social account for its 

decisions to relevant stakeholders. This thus relates to the relational context of a Statoil’s 

institutional environment (see figure 15). The variables that are highlighted and identified as 

indicators of Statoil’s broader strategy are the environmental considerations and impact 

measurements that are included in the reports, and how the company rationalizes and explains its 
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decisions and priorities. Second, the company’s strategic investments and practical considerations 

will be assessed. The aim in this part is to capture how environmental concerns have affected 

Statoil’s investments, strategy and structure. This has to do with how Statoil formally coordinates 

its decisions in response to the institutional context (see figure 16). 

6.4.1. Reported Concerns 

”Statoil acknowledges the scientific consensus on human-induced climate change, and supports 

the efforts of the United Nations and its member states to agree on and implement necessary 

climate measures to prevent dangerous manmade interference with the climate system.”  

Statoil ASA, webpage 2015 

 

Figure 15 The social and relational side of boundary-spanning relationships and demands 

Statoil published its first sustainability report in 2001 to “to satisfy the external demand for more 

information […] from stakeholders as diverse as investors, government authorities, non-

governmental organisations and the media” (Statoil ASA, 2001, p. 4). Statoil had, however, stated 

climate change as a pressing concern already in 1997, when it presented a goal of “zero polluting 

emissions” (Statoil ASA, 1997). This was the year the Kyoto protocol was signed and the 

Norwegian government committed to reduce national emission levels. Statoil has acknowledged the 

reality of manmade climate change ever since the international community started addressing these 

concerns and has expressed support of the UN’s ambitions to limit such changes. 

Statoil’s sustainability reports have covered different aspects of the company’s environmental 

impacts over the years, from energy consumption at its production fields and emission from 

transportation of products, to impact on local ecosystems and the toxic content of its final products. 

Statoil’s reported concerns have broadly fallen within two main categories, climate change and 

local environmental impacts. Last year’s impact account measurements for the two categories are 

summarized in table 7. 
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Table 7 Environmental impact measurements in the 2014 sustainability report 

Climate change Local environmental impacts 

GHG scope 1, 2 & 3 Fresh water consumption 

CO2 & CH4 emissions Discharges to water 

Emission reduction potential Waste production 

Emission intensity per segment Non-hazardous waste recovery rate 

Energy consumption Hazardous waste recovery rate 

Flaring intensity Chemical emissions  

Rationales 

“These sustainability objectives work hand in hand with our business goals — to realize cost 

efficiencies, establish a long-term social license to operate, and adopt new technologies to secure 

future business opportunities.” 

Statoil Canada, 2014 

Statoil has generally presented its environmental considerations with references to the UN, the 

World Bank or different industry associations. The UN’s definition of “sustainable development” 

was presented in detail as the foundation of the first sustainability report (Statoil ASA, 2001), and 

its strategic priorities have been presented in support of international concepts, including the 

mechanisms of the Kyoto protocol. The protocol was endorsed as “the basis for global cooperation 

to combat climate change” (Statoil ASA, 2001, p. 55) and Statoil has continuously presented 

emission trading as one of its own key strategies (Statoil ASA, 2001; 2014b). In its latest report, 

Statoil (2014b, p. 7) explains that “[r]elevant sustainability topics were identified through review of 

the GRI guidelines, sustainability ratings, peer company reports and stakeholder input”, thereby 

directly stating that external assessment criteria and standards are determining for its own decisions 

and strategies. This indicates an isomorphic tendency of complying with external institutionalized 

concepts with little regards for how these criteria fit internal needs. Instead of investing time and 

resources in developing its own assessment criteria and explain to others why and how they are 

efficient and applicable, Statoil relies in pre-established and accepted standards. Such external 

standards and reference points also provide some stability in the otherwise uncertain and complex 

climate discourse. 

Although Statoil accepts the pressing concerns of climate change, its presented strategic motives 

have primarily been in social and economic terms. Environmental considerations are primarily 

stated as responses to legal requirements or to create legitimacy and credibility among vital 

stakeholders (Statoil ASA, 2001; 2005; 2014b). “Contributing to sustainable development is a 

means of reducing risk, enhancing our reputation and achieving robust profitability” (Statoil ASA, 



43 

 

2001, p. 9). Statoil has emphasized that sustainable practices may support the company’s license to 

operate, both formally through access to new business opportunities and more informally through 

social acceptance (Statoil ASA, 2001). This has become even more explicit in the recent reports, 

where Statoil has introduced a materiality map that illustrates which social considerations it focuses 

on at the group level and why (Statoil ASA, 2013b; 2014b). The map plots different social concerns 

along two axes: Importance to stakeholders and importance to Statoil. The key stakeholders that are 

considered in the central decisions include “investors and shareholders (including our majority 

owner the Norwegian government), host governments, civil society and employees” (Statoil ASA, 

2014b, p. 7). The internal priorities are based on “the corporate risk management process”, which 

includes sustainability risks (ibid). Statoil thus present a reactive and externally oriented approach, 

where environmental concerns are dictated by stakeholder expectations and managed as potential 

risks. Climate change is the highest ranked environmental concern as it is deemed relevant both 

among the salient stakeholders and for internal success. Local environmental impact scores lower 

on both axes. Statoil explains that local considerations are handled at the operational level (Statoil 

ASA, 2014b). Because ecosystems and biodiversity considerations are important to local 

communities, which are among the most salient stakeholders at the operational level, such concerns 

are prioritized in Statoil’s own considerations at this lower level (ibid).  

The reports are also presented in the prescribed language and climate concepts: Carbon emissions, 

sustainable development and impact assessments have been highlighted throughout the years as 

important internal considerations. Performances and decisions are presented and explained in 

relative terms to legal requirements and industry standards more often than their actual 

environmental impact. For instance, Statoil has emphasized carbon intensity, the emitted levels per 

produced unit, rather than total emission levels as its strategic focus area. The Norwegian petroleum 

industry has been among the most efficient in the world and Statoil’s carbon intensity has 

continuously remained well below industry average (Statoil ASA, 2001; 2014b). Therefore, even 

though the company’s total emissions have increased, their practices are presented as relatively 

environmental friendly and responsible.  

Impact Accounts 

Initially, Statoil only reported on its direct CO2 emissions. In 2014, it differentiated between direct 

emissions from the group’s own activities (scope 1), indirect emissions from the use of energy 

(scope 2) and, for the first time, emissions from customers’ use of the final products (scope 3). The 

inclusion of scope 3 emissions was a response to the guidance for reporting provided by the Global 
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Oil and Gas Industry Organization for Environmental and Social Issues, IPIECA (Statoil ASA, 

2014b). This classification is found in the UNEP’s greenhouse gas protocol, which provides 

definitions and guidelines on how to report on GHG emissions. This has further been adopted by 

the CDP and other organizations that evaluate and rate companies’ sustainability performances. The 

CDP, which provides information to institutional investors, evaluates performances based both on 

emission levels and report practices. Companies that follow the guidelines are thus directly 

rewarded with higher performance scores. Such “ceremonial rewards” drives companies to 

incorporate external assessment criteria and categorical rules (Meyer & Rowan, 1977). GHG 

emissions have therefore become “standardized reporting mechanisms” (DiMaggio & Powell, 

1983). Because these concepts and measurements have become common practice within the field 

and are accepted as legitimate among external stakeholders, Statoil can easily rely on them to 

provide socially acceptable accounts for its climate impacts.  

Reported concerns related to climate change may have benefitted from having CO2 and GHG 

emissions as shared measurements. Carbon emission has been the one area in which Statoil has set 

specific, measurable targets for improvements throughout the years. Impacts related to CO2 

emissions have also been covered more in detail and in a more coherent manner over the years than 

the other local impact considerations. While the climate concerns have been supported by pre-

established and socially accepted concepts, Statoil has had to develop different ways to assess its 

local environmental impacts. It has developed the environmental impact factor (EIF) system “for 

quantifying environmental risk” of discharges to sea and air (Statoil, 2001, p. 52; 2006). Statoil 

(2014b, p. 24) still states that “we are concerned with valuing and protecting biodiversity and the 

ecosystem” and conducts “social and environmental impact assessments” for planned activities. 

Geologists, biologists, local and environmental NGOs and other stakeholders are consulted during 

such assessments and their inputs are considered in the future procedures (personal communication, 

April 14). Statoil follows the International Finance Cooperation’s (IFC) environmental guidelines 

and standards, while also adapting to local regulations (ibid). This procedure allows Statoil to 

address local considerations in ways that support the interests of its stakeholders and are rewarded 

with legitimacy.  

Statoil claims to avoid much of the oil industry’s direct and indirect negative impacts on ecosystems 

because its activities mainly are conducted offshore. The company is not required to offset its local 

environmental impacts through PES programs or other offset markets (personal communication, 

March 19; April, 14). There does, however, seem to be some internal disagreements about the 
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adequacy of PES programs as offset markets. Referring to activities in Indonesia, one stated that “if 

our activities would have had any negative impacts on the local community – which it didn’t – then 

we wouldn’t buy our way out of that” (personal communication, March 19). Another expressed that 

PES offers a genuine mitigation measure and a way to compensate negative impacts, but that 

Statoil, so far, does not need to compensate its actions in that way (personal communication, April, 

14).  

The language and stated goals in the reports have developed from vague and highly ambitious to 

more specific and manageable: Statoil initially presented a reduction target of 30% of CO2e in 

1997, which was reduced to 15% in 2000. While these targets were stated in carbon dioxide 

equivalents (CO2e), the accounted emissions were measured in CO2, making it impossible to judge 

its performance. Early corporate goals included “zero damaging impact” and “zero emissions”, 

which are practically impossible to achieve. Today, the company operates with differentiated 

targets for its operations segments. The measured and accounted impacts have also become more 

specific: While the first report included 6 impact measurements, last year’s report had 19. This 

development may be seen as a parallel to the increasing knowledge in the broader society, which 

has led to more sophisticated and specific demands for sustainable behavior and impact accounting.       

6.4.2. Structural Concerns  

“Our main response to these challenges is the development and implementation of new 

environment-friendly technology”  

Statoil ASA, 2003, p 24  

 

Figure 16 The institutional side of boundary-spanning relationships and demands 

Statoil has explicitly acknowledged that “emissions from the production and use of fossil fuels are 

expected to contribute to climate change” (Statoil, 2002, p. 21). The company, however, also 

emphasizes its obligations to support the growing demand for energy and fuel, which requires it to 

produce more oil and gas (Statoil ASA, webpage 2015). To balance these concerns, Statoil states 



46 

 

that there is a need for “cleaner gas” and “energy efficient oil”, which is why “much of our 

technology development is focused on energy efficiency, minimising emissions intensity, and 

subsea operations” (Statoil ASA, webpage 2015). Statoil aims to be “recognized as the most 

carbon-efficient oil and gas producer” (Statoil 2014, p. 3). Technological improvements have been 

among the company’s priorities since 2001. Table 8 summarizes the main initiatives and 

investments that have been made to target climate changes and local environmental impacts 

between 2001 and now. Note that the technological improvements all target climate changes. 

Table 8 Projects and initiatives to target climate change and environmental impacts 

Climate changes Local environmental impacts 

Improving efficiency along the production chain  
Develop knowledge and industry standards 

concerning impact on ecosystems and biodiversity 

Participate and promote emission trading 

systems and the Kyoto mechanisms 

Develop internal measurements tools (e.g. EIF) to 

quantify and assess impacts 

Develop carbon capture and storage (CCS)  Improving resource management  

Data collected from sustainability reports, 2001-2014 

Carbon Efficiency  

In 2012, Statoil defined specific carbon intensity targets for its operations (Statoil ASA, 2012). 

Individual targets were set for the different product segments because of the wide differences in 

emission levels across segments (Statoil ASA, 2014b). Production of extra heavy oil and tight oil 

are, for instance, much more polluting than conventional oil and gas. The 2012-2014 emission 

intensities for the different segments as well as the targets are presented in figure 17. As stated 

earlier, and illustrated in this graph, Statoil expects the intensity for some of its sectors to increase 

due to maturing assets and energy demanding exploration. Almost 90% of the group’s production is 

currently conventional oil and gas, which are among the least polluting segments (Statoil ASA, 

2014b). Entering alternative segments, like heavy-oil and oil sand, will therefore have a negative 

impact on the group’s average emission intensity (Statoil ASA, 2015 webpage). Statoil is working 

on new technologies to reduce the emissions intensity “which will put our project among the top 

performers when it comes to carbon efficient oil sands production” (ibid). The shift towards more 

polluting activities is thus justified in relative terms to industry averages and the need for new 

reserves (ibid). This indicates that environmental impacts remain secondary concerns relatively to 

the operational claims of economic and financial survival.  
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Figure 17 Carbon intensity by segment with 2020 targets (kg CO2/boe) (Statoil ASA, 2014b) 

*The initial target of 50kg/boe for extra heavy oil was removed in 2014 

**Shale gas was not in production before 2014 

Last year, Statoil implemented CO2 emission reduction indicators to help achieve the 2020 targets 

(Statoil ASA, 2014b). These indicators are developed to help the company measure its progress and 

to identify cost-efficient reduction alternatives (ibid). Last year, Statoil identified a direct CO2 

reduction potential of 339,000 tons (ibid). For illustrative purposes, the 2014 emission levels of 

CO2, CH4, GHG and the identified CO2 reduction potential are presented in figure 18. A CO2 

reduction of 339,000 tons equals around 2% of the company’s direct emissions. For total GHG 

emissions, including scope 3, it would indicate a reduction closer to 0.1%.    

 

Figure 18 Greenhouse gas emission levels and reduction potential for 2014 (Statoil ASA, 2014b) 

Statoil also includes an internal price on carbon in its investment decisions (Statoil ASA, 2014b). 

During the assessment of new projects, the expected emission levels are estimated and the 

associated costs calculated. This allows the group to account for the expected carbon prices and is 
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part of its environmental risk management (ibid). The use of such shadow prices, through which 

organizations base internal calculations on external criteria, are examples of how organizations 

incorporate institutionalized rationales (Meyer and Rowan, 1977). For projects in Norway, Statoil 

levies an internal price of USD 65 for each ton of emission (Statoil ASA, 2014b). For international 

projects, the price is approximately USD 50, because carbon taxes generally are lower outside of 

Norway. Such differentiation indicates that the price is applied to account for actual costs imposed 

by external regulations. Other oil companies have applied internal carbon prices as part of their 

strategy to decrease their emission levels and to encourage environmental friendly priorities 

internally (Skjærseth & Skodvin, 2003). 

Another priority area has been Carbon Capturing and Storage (CCS). CCS is a process through 

which CO2 is captured, transported and stored underground to prevent it from being released to the 

atmosphere. Statoil has been an industry leader in developing this practice since 1996 and continues 

to pioneer research within this area (Statoil ASA, 2001; webpage 2015). It has already stored 20 

tCO2 underground (Statoil ASA, webpage 2015). CCS has been identified as a key practice to 

reduce emissions from oil and gas, which is crucial to allow for the continued use of fossil fuels 

(Stern, 2005; McKinsey, 2009). CCS is part of Statoil’s strategy to decarbonize gas and ensure its 

future place in the energy market. CCS technologies are relatively expensive to develop and have 

an expected abatement cost of USD 75-115/tCO2 (The Economist, 2010). In comparison, REDD+ 

projects are estimated to cost USD 2-30/ tCO2, depending on the foregone opportunity costs in the 

area. However, process improvements and CCS technologies allow the company to internalize the 

benefits of its investments. Furthermore, it is a way to secure and improve the position of oil and 

gas in future energy markets. CCS is therefore of strategic importance within the field and attracts 

recognition from other field members (Stern, 2005; McKinsey, 2009). REDD+ entails more 

uncertainty and risk because the supporting institutional framework is still not fully developed 

(Engel et al., 2008; Libecap, 2013; Gallemore et al., 2015). Also, REDD+ projects have yet not 

become accepted as genuine offset alternatives and therefore lack the important recognition.  

Renewables 

Renewable energy sources represent an interesting part of Statoil’s environmental strategies. This is 

the area in which a change in attitude and strategy most strongly can be detected and traced. The 

group has continuously experimented in related fields where it has detected a potential for growth 

(Statoil ASA, 2003-2011). This has included bio-fuels, wood pellets and hydrogen. Initially, Statoil 

emphasized that such investments were not intended to change the strategic path of the group and 
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emphasized that it was still an oil and gas company, not an energy company: “If you look at what 

will or could be the source of our revenues over the next 10-20 years, it’s oil and gas […] We are 

spending money on carbon dioxide management, hydrogen and renewables, but let’s be honest 

about where the real business is likely to be for years to come” (Statoil ASA, 2001, p. 15).  

In 2007, Statoil introduced a new platform for renewable energy sources and started to invest in 

wind energy (Statoil ASA, 2007). In 2009, Statoil introduced itself as “an international energy 

company” for the first time and stated that “renewable energy production is one of Statoil's main 

strategy areas” (Statoil, webpage 2009). This marks a shift and a reframing of its field and role. To 

define its own field is of strategic importance to a company, as it imposes boundaries for future 

strategies and actions (DiMaggio & Powell, 1983; Lawrence, 1999). By reframing its role as an 

energy company, Statoil expanded its options and opened for stronger possible commitments in 

other energy areas. Today, Statoil is invested as part owner in two offshore wind farms outside of 

the UK and is working on a Hywind pilot farm outside of Scotland – a farm with floating wind 

turbines (Statoil, webpage, 2015). Wind power has been the fastest growing segment of renewable 

energy sources and grew by 34% in 2013 (IEA, 2014). It is also one of the Norwegian 

government’s strategic priorities and the state owned company, Statkraft, has been Statoil’s main 

partner on these projects (Statoil ASA, webpage 2015).  

In the group’s formal structure, renewables have been handled in the Marketing, Processing and 

Renewable Energy (MPR) segment together with downstream activities, like manufacturing, 

transportation and sales (see figure 19). The fact that renewables have been located in the same 

department as marketing may be an indication that these initiatives have been driven more by 

external communication needs than strategic considerations: It is not managed in the business 

development segment or in the technological department, but in the downstream segment, after 

strategic decisions and investment considerations have been made. The recently elected CEO, Eldar 

Sætre, has announced the establishment of an independent unit for renewables and alternative 

energy solutions (Akhtar & Skarsaune, 2015). With the new department, Sætre states that the 

company is taking a more proactive step into renewables, exploring new opportunities within the 

field (ibid). The rationale behind this, he explains, is that renewables are expected to witness 

stronger growth than both oil and gas in the future (ibid). This may therefore indicate a strategic 

shift in Statoil’s overall position.  
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Figure 19 Statoil’s operative segments 

While Statoil “aspire[s] to gradually complement our oil and gas portfolio with renewable and other 

low-carbon energy solutions”, it explains that “[r]enewable energy is currently neither sufficient to 

replace fossil fuels nor in many cases profitable on a stand-alone basis” (Statoil ASA, webpage 

2015). To support the transition to the use of more sustainable energy sources, Statoil presents 

natural gas as a strategic option.  

Natural Gas 

“Today, we are convinced that delivering a reliable supply of natural gas is our greatest 

contribution to solving the energy and climate dilemma”  

Statoil ASA, webpage 2012  

In a letter addressed to the executive secretary of the UNFCCC and the president of COP21, seven 

European oil companies, including Statoil, present natural gas as the best alternative for a more 

sustainable development, primarily as a substitute for coal (BP Group plc et al, 2015a). In an 

additional letter, which has been published on all of the companies’ webpages and distributed to the 

media, the companies explain that higher global prices on carbon is the most efficient way to 

achieve this, as “[m]arket forces will operate to favour the least expensive and most efficient ways 

of reducing carbon in each country or region” (BP Group plc et al, 2015b). Higher carbon prices 

will benefit gas producers relatively to coal by giving gas a competitive cost advantage (Bloomberg, 

2015a). Asia currently accounts for 70% of the global coal consumption and is the area with the 

fastest growing energy demand (ibid). A drop in coal consumption will therefore leave an attractive 

room in the market for other sources, which has made environmentalists questioning the intentions 

of the oil and gas companies (Holm, 2015). Since more than 85% of Statoil’s emissions already are 

covered by the EU ETS (Statoil ASA, 2014b), the group would benefit from an improved 

competitive position if similar markets were structured globally. A strategic commitment to natural 

gas would also require minimum adaption for the companies, who already are heavily invested in 
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gas production (Bloomberg, 2015c). Through these letters, Statoil and the other companies illustrate 

to the general public that they are willing to cooperate and that they are working to be part of the 

solution. Oil companies have had a tendency to remain silent in the climate debate and to act only 

when forced to (Bloomberg. 2015c). With this initiative they are showing a more proactive strategy 

of deliberately trying to participate in shaping the regulative institutional conditions and the public 

opinion, making them more favorable to their own operations (Lawrence, 1999). 

Statoil has also been identified as the oil and gas company in Europe that is the most exposed to the 

excessive resources described by the IEA (The Economist, 2013). Statoil admits that not all existing 

fossil fuel resources can be exploited if climate targets are to be met but expects cuts to hit coal 

reserves harder than natural gas, which now accounts for 56% of the company’s proved reserves 

(Statoil ASA, 2014b). With declining production from existing fields, Statoil argues, significant 

new capacity for both oil and gas is needed to meet new energy demand (Statoil ASA, 2013b). 

While the burning of natural gas releases less CO2 than both oil and coal, researchers have 

discovered that the production and transportation of gas leads to leakages of methane (CH4) 

(Howarth et al, 2011; Zielinski, 2014). Methane has a much stronger greenhouse effect than CO2 

(Zielinski, 2014). Whether or not natural gas is a “greener” option therefore depends on the 

leakage-rate. Shale gas, which is one of Statoil’s new focus areas, may cause gas leakages of 3.6-

7.9% (Howarth et al., 2011). This will have to be reduced to less than 2% for gas to be “better” than 

oil (ibid). Statoil is now an associate member of the Global Methane Initiative and work with the 

Climate and Clean Air Coalition (CCAC) to reduce methane emissions. It is also participating in a 

study to measure emissions from the onshore production of natural gas. To make investments in 

infrastructure and further development of natural gas is, according to some, not a bridge towards 

greener energy but rather a detour because such investments will delay the transition to greener 

energy sources (Ross, 2015). Researchers have agreed that any such delay probably will decrease 

the likelihood of global warming remaining below 2C (Stern, 2005; McKinsey, 2009; UNEP, 

2012).  

6.5. Making Sense of Statoil’s Actions 

Even though Statoil has accepted responsibility for its contribution to climate change and included 

“caring for the environment and actively combating global climate change” in its ambitions (Statoil 

ASA, Webpage 2009), the company has never tried to hide the business rationales behind its 

actions. Even before the first sustainability report in 2001, Statoil declared that good Health, 
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Environment and Safety (HES) practices are “a prerequisite for positive financial results and a good 

reputation” (Statoil ASA, 1999, p. 38). Sustainability has been presented as a principle of “moral 

obligation” as well as “enlightened self-interest” (Statoil ASA, 2001, p. 8). Statoil has continuously 

stated that it is “expecting and preparing for an increased carbon price and stricter climate 

regulations” (Statoil ASA, 2013, p. 8).  

6.5.1. Transaction Costs Arguments 

Rational Alignment 

According to TCE, rational economic actors align their strategies to the characteristics of 

transactions and background conditions to minimize transaction costs (Willimason, 1996). Their 

investments are made to ensure their own survival and will therefore reflect their expectations about 

the future institutional framework and “pay-off structure” (North, 2008). There is a broad 

agreement, and even Statoil acknowledges, that improved carbon efficiency or to substitute gas for 

coal will not suffice to reach the target and agreements in the Kyoto protocol (McKinsey, 2009; 

UNEP, 2014; Statoil, 2015). However, Statoil does not expect that global agreements will be 

achieved and believes that both oil and gas will continue to cover attractive shares of the energy 

market (Bjertnes et al., 2015; Statoil ASA, 2015). Even if international cooperation and legislation 

manage to implement stricter regulations and higher carbon prices, Statoil expects that natural gas 

actually will benefit from such changes (Statoil ASA, 2015). Its continuous investments in new oil 

and gas resources reflect this. While Statoil expresses concern for climate change and ambitions to 

be part of the solution, its own strategies and initiatives are to comply with industry standards and 

regulations – not to exceed them. The final responsibility therefore lies in the hands of international 

legislators, and because they are unlikely to reach agreements and raise industry standards further, 

natural gas and CCS are adequate solutions. Statoil’s investments in renewables have, until 

recently, been reluctant and with limited strategic importance. Higher expectations about future 

demand for renewables and increasing commitment from the Norwegian state have made it more 

rewarding and safe to invest in renewables. 

International institutions and legislators have changed the “rules of the game” with the 

implementation of carbon prices and taxes and increased product standards (Williamson, 1996; 

North, 2008). In response, Statoil has made investments to reduce its carbon emissions, which 

aligns its operations to the institutional conditions. Improved efficiency allows Statoil to lower both 

emission levels and operating costs, which gives it a competitive cost-advantage (Statoil ASA, 

2010).  
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Minimizing Transaction Costs 

Governments, investors, and employees constitute some of the important social relationships that 

determine the company’s social acceptance and recognition (Bansal & Roth, 2000). Complying 

with external environmental concerns may lower transaction costs of contractual relations to such 

salient stakeholders. By showing that the company is making environmental considerations, Statoil 

may for instance gain the acceptance and trust of host governments and increased business 

opportunities. Statoil has expressed that its strong emphasis on local environmental considerations 

probably has been crucial for granting it license to operate in vulnerable areas, like the Faroes 

(Statoil ASA, 2000). Complying with local regulations and concerns for the environment may offer 

a cheaper, simpler solution to gain new contracts and exploration licenses compared to alternative 

strategies of lobbying or bargaining.  

Environmentally responsible companies are also able to attract skilled labor because employees 

want to work for a company that they can relate to and identify with (Rosa, 2013). To many 

Norwegian employees, a company’s image and reputation is more important than their paid salaries, 

and values like integrity and honesty have been identified as important motivators (ibid). Statoil has 

been ranked among the most attractive workplaces among Norwegian business and engineer 

students (Winsnes, 2013). To incorporate environmental concerns may thus offer a direct cost 

advantage as it attracts and motivates skilled workers, thereby lowering the need for high salaries.  

6.5.2. Institutional Isomorphism 

Compliance 

Institutional theory predicts, and empirical research has verified (Bansal & Roth, 2000; Aguinis & 

Glavas, 2012; CDP, 2013), that oil and gas companies faced with broader social responsibilities 

tend to follow a strategy based on legitimacy and compliance. The motivational drivers behind such 

strategies are primarily external forces, and to comply with these forces function as a means to 

secure the company’s long-term survival. Many of the strategic rationales of Statoil’s priorities and 

decisions are therefore found outside of the company. Some forces, like the introduction of carbon 

markets and taxes or the increased requirements for product standards, have imposed direct, 

coercive constraints on Statoil’s actions and driven it to comply with standards supported by the 

policies. Other institutional forces have been subtler but nevertheless contributed to the isomorphic 

tendencies: International organizations and institutions have for instance contributed by making 

external expectations more explicit and formal. Industry associations, rating agencies and 

developments of best practices and industry standards further increase the coercive and mimetic 
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forces between companies, as practices are defused within the field. According to DiMaggio and 

Powell (1983, pp. 150-151) organizations are “increasingly organized around rituals of conformity 

to wider institutions” and “employ ritualized controls of credentials and group solidarity”. This is 

especially seen in the way Statoil addresses and measures its environmental impacts: The assumed 

rational and efficient measures for impact, like emission levels and carbon efficiency, are applied 

internally and dictate the main strategic priorities of the company. Statoil’s priorities have reflected 

the external debates, building on carbon efficiency, emission trading and CCS.  

Collaborations & Associations 

Statoil has often emphasized that their actions are restricted “because we are dependent on the 

commitment of other industrial players and the authorities” (Statoil ASA, 2005, p 3). This position 

of dependency has led Statoil to collaborate with others – legislators, NGOs, international 

institutions and peer companies – in its work to improve industry standards and practices. When 

deciding on whom to collaborate with, Statoil takes into consideration both how the collaboration 

may improve its actions, and how it will be perceived by others (personal communication, March 

19). Through association with other organizations that are already perceived as legitimate, Statoil 

may achieve legitimacy for its own actions (Black, 2008). A list of Statoil’s partnerships and 

associations are presented in table 9 below.   

Table 9 Statoil’s industry partners and associates 

Civil society partnerships  Industry associations 

World Bank Carbon Finance  

World Resources Institute  
International Association of Oil & Gas Producers 

International Gas Union 

Subsea Well Response Project  Subsea Well Response Project 

United Nations Sustainable Energy For All  American Petroleum Institute 

International Emissions Trading Association   World Business Council for Sustainable Development 

United Nations Global Compact  Canadian Association of Petroleum Producers 

Climate and Clean Air Coalition  CONCAWE 

United Nations Environment Programme   IPIECA 

As listed on Statoil ASA, webpage 2015 

One of these collaborative strategies has been to develop common knowledge, practices and 

standards related to environmental concerns. This has allowed Statoil to improve practices without 

damaging its own competitive position relatively to peer companies. Industry standards function as 

stable, practical guidelines for companies by providing indications for how they may respond to 

new challenges in legitimate ways (Lawrence, 1999). By participating in their development, Statoil 

has also been able to influence how issues are addressed in the field and to reduce external 

uncertainty. 

http://www.wri.org/
http://www.iogp.org/#*
http://subseawellresponse.com/
http://subseawellresponse.com/
http://www.se4all.org/
http://www.api.org/
http://www.ieta.org/
http://www.wbcsd.org/home.aspx
https://www.unglobalcompact.org/
http://www.capp.ca/Pages/default.aspx
http://www.ccacoalition.org/
https://www.concawe.eu/Content/Default.asp?
http://www.ipieca.org/
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Industry standards also limit and constrain companies, who are unlikely to respond in ways that 

differ from the standards (Lawrence, 1999). The issues that attract the most attention externally and 

within the field associations are therefore also the issues that are given highest the priority within 

the individual organization. In a cohesive industry like oil and gas, there are no real incentives to 

exceed these standards because companies work to prove and defend the legitimacy of the entire 

industry as much as their own activities. This may be seen in the carbon letter from European 

companies in which natural gas, independent of the producing company, is presented as a solution 

in relative terms to coal. Oil and gas companies are not competing between each other for social 

acceptance; rather they are working to prove the legitimacy of gas relatively to competing energy 

sources.  

6.5.3. Decoupling? 

Statoil is among the most carbon-efficient oil companies and has been ranked as the most 

sustainable energy company. The company has obviously taken steps to include environmental 

concerns in its practices and to present an image of being environmentally responsible. Statoil’s 

main priority areas, like CCS technologies and improved carbon efficiency, have been targeting 

carbon emissions. Statoil formally presents ambitions to remain among the industry’s top 

performers in these areas. Some of Statoil’s new projects, like oil sand and shale gas, require a lot 

of energy and are therefore more carbon intensive than most of Statoil’s current activities. Even 

with the technological improvements that Statoil is working on, these investments will have a 

negative impact on Statoil’s overall environmental performance. To knowingly enter new projects 

that are more polluting than the existing segments and fields does not fit with the ambition of being 

“part of the solution” to climate change (Statoil ASA, webpage 2015). Some of these new 

investment areas have even been said to be as damaging and polluting as coal, if not more (Howarth 

et al, 2011). These investment decisions therefore seem at odds with other rationales presented by 

Statoil, like the argument that “[g]as will play an increasingly important role because it is less 

carbon intensive than coal” (Statoil ASA, webpage 2015). How can other segments that are just as 

polluting as coal then be a sustainable alternative? To some extent, the formally presented 

arguments do not fit with the company’s actual strategies.   

There seems to be a gap, a decoupling of some sort, between some of Statoil’s formally presented 

ambitions and its actual strategies: On one hand, Statoil presents an image of being concerned and 

responsible, of complying with expectations, and of exceeding the practices of peer companies. On 

the other hand, the company is making strategic and binding investments in unsustainable product 
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segments, like oil sand, and vulnerable areas, like the Arctic. This decoupling thus allows Statoil to 

present accounts of its actions in acceptable manners and gain social legitimacy, while leaving room 

for strategic decision-making based on internal needs and efficiency criteria. 

This may also be detected in the way the company has addressed renewable energy sources. To 

decarbonize societies by switching from fossil fuels to renewable energy sources has been identified 

as a prerequisite to stabilize climate change and has been among the priorities on the international 

agenda (Stern, 2005). Alternative energy sources have been part of Statoil’s reported response to 

environmental challenges since 2002, when it stated that it was “engaging in the development of 

non-fossil energy sources and carriers” (Statoil ASA, 2002, p. 19). However, the specific approach 

and ambitions in this area have been inconsistent, with seemingly limited strategic impact. Even 

with a new platform for renewables in 2007, the segment was still managed in the downstream 

department of Statoil’s activities, together with marketing. Even though Statoil has included 

renewables as valid concerns in its reports, they do not seem to have been given a lot of practical 

impact or weight. Renewables might therefore have been included more as a formal compliance to 

the ongoing discussions, to communicate to stakeholders that Statoil acknowledges the broader 

concerns in the society and that its strategies therefore are legitimate.   
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7.  DISCUSSION: BEYOND COMPLIANCE? 

- Environmental Concerns in a Polycentric System 

Neither market mechanisms nor political institutions have so far been able to coordinate the use of 

environmental resources in a sustainable manner. The following discussion aims to understand how 

the current discourse of climate change and companies’ responsibilities limit private initiatives and 

how an alternative framing, illustrated through polycentrism, may offer different solutions. What 

happens to a business perspective when the framing and discourse of environmental concerns 

changes?  

7.1. Understanding Current Challenges and Limitations  

7.1.1. Current Discourse 

A shared understanding and concept of climate change is prerequisite for any cooperative solution 

because it enables discussions and agreements (Black, 2008). Simultaneously, it channels the way 

people act and respond because it shapes their attention to and evaluation of different elements 

(ibid). The stronger any single perception becomes manifested and reinforced as the right way to 

act, the less likely it is that alternative solutions will develop (Garud et al., 2007). Prescribed 

accounting practices and evaluation criteria that have been adopted across industries, sectors and 

companies have come to impose limitations on the climate debate, because they direct the 

acceptable course of actions. Such strong concepts may come to function as institutional truths and 

rationalized myths that limit creativity and restrict innovative solutions.  

A western, capitalistic perspective has come to dominate the climate discussion, and environmental 

challenges have been framed as global externalities that stem from undefined property rights and as 

a matter of aligning incentive structures to overcome agency problems (Rosendal & Andersen, 

2011; Gallemore & Monroe, 2013). One consequence of this has been that environmental 

challenges are assessed based on an instrumental logic that requires quantifiable measurements to 

create transparency and accountability among actors. This logic has benefited greenhouse gas 

emissions due to their quantifiable, universal units, e.g. tCO2, which makes them easier to regulate 

and trade: One unit of GHG can be exchanged as a good on a market or it can be offset by an equal 

amount somewhere else. To assess climate change in terms of emission units thus fit the existing 

market structures and logics. Other environmental concerns, like biodiversity or forest conservation, 

have suffered because they do not offer the same quantifiable and transparent indicators (Muradian 
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et al., 2010; Madsen et al., 2011; Phelps et al., 2012; Muradian et al., 2013; Murray & Jones, 2013). 

Even though Statoil (2001, p. 15) has supported emission trading as “a way of making sure that the 

money spent on environmental issues is applied where you can get the most out of it”, it does not 

present similar arguments about other offset opportunities and PES markets. Local projects that 

offer higher abatement opportunities at lower costs are thus not pursued (see figure 20).  

 

Figure 20 Abatement potential in different sectors and industries (McKinsey, 2009) 

The current rationales legitimize actions in relative terms: Practices are measured in carbon-

intensity and efficiency, not in terms of the environmental impact; oil sand emissions are compared 

to the oil sand average, not to cleaner segments like conventional oil and gas; natural gas is 

presented as a greener option because it emits 50% less CO2 than coal and 20% less than oil. That 

does not mean that industry standards necessarily are environmentally sustainable, nor does it mean 

that natural gas is a green option. The current framework also justifies economic rationales where 

actors capitalize on climate change and manage these challenges as financial and operational risks. 

Actions are therefore limited to what makes sense in an economic evaluation, following cost-benefit 

assessments and risk analyzes. Current strategies are limited to what is measurable and what is 

technologically feasible to improve (Boyd et al, 2011).  

These attitudes were captured in a study of private investors in REDD+ projects in Indonesia 

(Dixon & Challies, 2015). According to the authors, companies tend to base their investments on 

one of two rationales: The corporate sponsors invest in REDD+ projects for CSR reasons and place 

great emphasis on the social and environmental impacts of the project (ibid). Corporate offsetters, 

on the other hand, invest to obtain verified emission reductions (VERs). While the sponsors 
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generally have a higher tolerance for risk, the corporate offsetters seek cheaper and more reliable 

options. The social and environmental impacts for the offsetters are secondary co-benefits that 

function as means to validate and legitimize their offset strategies (ibid). Offsetters will therefore 

only invest in a project if it makes economic business sense to do so (ibid). Because REDD+ 

projects still are under construction and affected by regulatory uncertainty, such investments have 

become too risky and, as a result, many offsetters have withdrawn from projects (ibid).  

7.1.2. Environmental Policies 

“International cooperation is a contractual process among country leaders to assign 

property rights that internalize the externality”  

Libecap, 2013, p. 68  

A common assumption is that solutions to environmental challenges have to be centrally enforced 

(E. Ostrom, 1990). This assumption removes responsibility from the individual actors as companies 

are required to comply with, not exceed, standards and regulations. This assumption is further 

halting actions because it requires international agreements on policies and relies on strong 

institutions to enforce these agreements. It is therefore socially acceptable for organizational 

decision-makers to wait: To wait for regulations and policies to be in place. The quest of central 

agreement is also vulnerable to political opportunism and manipulating strategies. Parties with 

privileged positions and connections may be able to influence the adaptions or to slow changes. 

Another broadly accepted assumption is that market-based mechanisms offer the most (cost) 

efficient way to mitigate climate changes (Boyd et al, 2011; Bailey, 2011). This is evident in the 

way the united oil companies now argue for a global carbon price. Such policy instruments are 

addressing decision makers as economic agents that freely pursue their own interest. But economic 

actors are not voluntarily paying for common-pool resources in accordance with their own interest; 

they are incentivized to do so. Markets for ecosystem services are centrally structured with 

institutional mediators, predefined rules and often a predetermined price (Vatn, 2009). Legislators 

may therefore find themselves trapped in a “compensation logic”, where the success of the policy 

program will depend on their abilities to provide compensations and persuasive incentives for 

environmentally sustainable actions (Muradian et al., 2013). They commit to maintain and support 

the artificially constructed market, to determine the right prices, to monitor, enforce and sanction 

compliance. Such policies are structured to change behavior, without targeting the underlying 

drivers (Stern, 2005; The Economist, 2010). The results are thus limited to what can be centrally 

imposed or incentivized.  



60 

 

7.2. A Polycentric Alternative 

“As long as individuals are viewed as prisoners, policy prescriptions will address this 

metaphor. I would rather address the question of how to enhance the capabilities of those 

involved to change the constraining rules of the game to lead to outcomes other than 

remorseless tragedies.”              

E. Ostrom, 1990, p. 7 

Polycentricity challenges the perception that there is any single, globally applicable solution for 

dealing with climate change. In the polycentric perspective, central regulation may in fact harm the 

outcome by imposing a single goal or logic, because such imposed objectives may create perverse 

incentives on decisions-makers (E. Ostrom, 2010b). Instead, actors who are allowed to pursue their 

own goals in their own terms may discover smaller-scale solutions with a real environmental 

benefit. By imposing institutionalized concepts and evaluation criteria, such local initiatives are 

undermined because they do not offer the same external recognition.  

7.2.1. The Social Embeddedness of Policies 

“Accountability tools are not neutral technical instruments but technologies embodying their 

own logics and interpretive schemes. Each is an interpretive and discursive schema through 

which participants in the accountability relationship make sense of their own and each other’s 

roles”. 

Black, 2008, p. 4 

According to North (2008, p. 23) people perceive the benefits of actions as functions “of the way 

the mind interprets information it receives”. People never have complete information and their 

interpretations are biased by their position, influenced by their own interests and derived utility 

(Black, 2008; North, 2008). This means that how people judge the relevance of issues and how they 

evaluate validity and legitimacy of actions are contextually and discursively dependent. 

Environmental policies always imply normative aspects because they protect particular interests and 

opinions (Vatn, 2009; Fisher et al., 2009). 

Studies of how different communities around the world have been able to develop cooperative 

solutions for common-pool resources have illustrated that, even though they follow similar 

structures, the specific agreements vary depending on local conditions, the nature of the resources, 

as well as social and cultural norms (Ostrom, 2000; Schlager, 2004). It is therefore not the policy 

structure or design in itself that leads to cooperative social behavior; “rather, it is how a particular 

governance arrangement fits the local ecology, how specific rules are developed and adapted over 
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time, and whether users consider the system to be legitimate and equitable” (E. Ostrom, 2010b, p. 

658). Environmental regulations are thus dialectic and both parties, the regulators and those who are 

regulated, depend on each other for success (Black, 2008).  

7.2.2. The Polycentric Way 

Polycentric theories acknowledge that any policy instrument or program is contingent on the 

context in which it is implemented, because different communities have different patterns and ways 

to interact. Different social contexts therefore lead to different outcomes. In a polycentric system, 

such differences are allowed to coexist. Rather than imposing a global agreement, this may allow 

multiple policies and solutions to develop simultaneously and parallel to each other. The aggregated 

effect of such smaller-scale initiatives may have a bigger impact on climate change than any 

globally agreed solution would be able to impose. A polycentric system benefit from more local-

specific knowledge – about the resources as well as the cultural and social norms – because it 

includes decision-makers at local levels. Decisions may thus be made by “the person most 

competent to do so” (Polanyi, 1962, p. 54).  

Actors who are allowed to interact and to participate in shaping their shared institutional rules might 

be able to achieve self-regulative and cooperative behavior (E. Ostrom, 2010). Actors are perceived 

as “learning and norm-adopting individuals” that “may gain increased levels of trust in others, 

leading to more cooperation and higher benefits with feedback mechanisms that reinforce positive 

or negative learning” (E. Ostrom 2009, p. 661). Actors learn to make predictions about each other’s 

behavior through interaction and experiences, which reduce the uncertainty of contractual 

relationships. Also, increased trust reduces the need of monitoring and enforcement and thus the 

transaction costs of agreements (Gallemore et al, 2015). Furthermore, when actors are able to 

influence policies and regulations they are more likely to perceive them as efficient and just and 

therefore less dependent on external monitoring and enforcement (Black, 2008; Muradian et al., 

2010; Pascual et al, 2010). Polycentric systems may therefore reduce the costs – direct costs as well 

as transaction costs - of enforcing policies, which have been identified as a major challenge in many 

environmental policy programs (Stavins, 1995; Engel et al., 2008; Menard & Shirley, 2008; Vatn, 

2010; Libecap, 2013; Gallemore et al., 2015).  

Coercive institutions and international regimes still have a role to play in a polycentric approach. A 

study of one of the REDD+ pilot projects in Indonesia has, for instance, shown that communication 

and coordination between different stakeholders often is constrained by high transaction costs and 

lack of trust (Gallemore et al., 2013). The initial imbalance in power and information also affect the 
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development of interaction, as powerful organizational actors may influence the development in a 

manner that favor their own interests (ibid). Central institutions may thus support a more balanced 

interaction between contracting partners by improving regulations and establish networks that help 

them to overcome the initial high costs, enable easier transitions and support binding agreements 

(Schalger, 2004). The presence of transnational network organizations or ”densely overlapping 

relationships with third parties” has also been said to facilitate trust between contractual partners 

that are geographically separated (Gallemore, 2014. p. 6). 

7.2.3. A Polycentric Solution? 

The rationales of organizational decision-making are found in the institutional framework. 

Motivations and drivers for alternative behavior must therefore also be sought in these incentive 

structures. Maybe, if the climate debate had been allowed to develop in its own terms and 

rationales, free of the imposed instrumental logic, it would have led to other social expectations and 

legitimacy claims, resulting in different investments and actions? Maybe companies, in 

collaboration with different stakeholders, would have been able to develop more viable solutions on 

their own? 

While Ostrom’s arguments have been strong for common-pool resources within a restricted spatial 

area or region, they have not been equally developed for dealing with global common-pool 

resources, like the climate. Actors within a community or region may learn to collaborate and trust 

each other through interaction because they adapt to similar norms and depend on their local 

reputation. But how do multinational companies fit into these arguments? The activities of MNEs 

span both geographical regions and cultural norms and these organizations have to balance multiple 

legitimacy claims and social relationships at different scales and levels. The result of this is what we 

see today: The environmental concerns of salient stakeholders are prioritized internally. Statoil, for 

instance, has to respond to the environmental concerns that are presented by stakeholders in 

Norway, because it is the biggest oil company in the country and its actions are closely monitored 

by different interest groups, national NGOs and the media. International associations and 

organizations are also salient enough to influence Statoil’s environmental strategy because of the 

cohesiveness and interdependency of the industry. To gain the trust of local communities and 

governments, however, Statoil supports other local interests, like education, economic development 

and job creation, or avoid responsibility all together by moving their activities offshore. It is 

therefore unlikely that local environmental projects will gain much support from international 

companies. One could argue that companies have more information and knowledge today than they 
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did during the industrial revolution, and that they in light of that knowledge would be able to adopt 

more responsible business practices. However, as the rationalization of the European oil companies 

illustrates, their initiatives and actions are still driven by the search for profit maximization and 

business opportunities.  

It is unlikely that an unregulated global market would be able to solve the climate issues, because 

the changes and investments needed are too drastic to be incentivized by free market forces alone: 

The initial investments are too high and the benefits of being the first mover too low (McKinsey, 

2009). Some form of central regulation is therefore needed. Current regulations are driving private 

investments towards compliance to external standards and expectations, leading to coercive 

constraints and restrictions on organizational behavior. Could these coercive forces be shaped 

differently to encourage different actions? Is there a way to affect the business case of climate 

change so that strategies may exceed social expectations? According to the CDP (2013) the most 

common practice among companies, regardless of sector and industry, is to improve their own 

carbon efficiency, which is natural because current policies offer cost incentives to do this. Could 

regulations be formulated in ways that leave room for more flexibility so that the chosen strategies 

were more closely linked to companies’ specific capabilities and possibilities? 

While global emission levels keep increasing, national ambitions and targets for addressing these 

are falling (Solberg, 2015). As long as companies are incentivized and expected only to follow the 

policies of legislators, limited changes are likely to happen. What is needed, then, are different 

institutional forces. To search for new institutional forces does not mean to disregard the existing 

ones; rather it is a matter of complimenting the regulative forces with other expectations and 

criteria. According to Scott (2008a), institutions become stronger when different pillars – 

regulative, normative and cultural cognitive – work in the same direction (Scott, 2008a). Maybe, 

then, additional normative forces could support the regulative ones and increase the impacts of 

environmental policies? For instance, normative forces could perhaps contribute by motivating 

behavior that exceeded expectations by rewarding such behavior with increased recognition and 

improved reputation? Perhaps stronger social forces could even incentivize more consistency 

between presented strategies and actual actions – a re-coupling of structure and practices so to 

speak? If the normative forces were strong enough, companies that did not act according to their 

presented logic could potentially be punished through negative attention and a damaged reputation, 

which could help incentivize more environmentally responsible behavior.  
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Additional normative forces could also function as an important balance to the regulative ones. 

While both legislators and companies follow a criterion based on efficiency concerns, leading to a 

one-sided prioritization of cost-efficient, accountable and safer alternatives, environmental NGOs, 

for instance, evaluate the effectiveness of strategies, based on the actual environmental impact and 

end result of projects (recall table 5). Other stakeholders may therefore present additional 

evaluation criteria and legitimacy claims that incentivize companies to target climate change in new 

ways, which could lead to strategies with bigger environmental benefits.  

The organizations that present such normative expectations may also be less economically invested 

in the private sector. Statoil is crucial for job creation, tax revenues and export levels in Norway. In 

that way, Statoil and the Norwegian government are mutually dependent. This might have made 

legislators more reluctant to enforce stricter environmental regulations and restrictions on the 

company’s practices. To empower other organizational interests and stakeholder groups may 

increase normative pressure on both state and company, leading to more ambitious climate 

strategies in both public and private sectors.  

7.3. Further Research 

This thesis has presented an analysis of how environmental concerns gain legitimacy in an inter-

organizational field and how they are incorporated in a business strategy. As the conclusions here 

are based on a single case, further research is needed to support and challenge these findings. 

Comparative studies - both intra- and inter-field - could reveal whether similar dynamics are present 

in other cases. Are other oil companies following similar isomorphic strategies? And if they are, do 

they follow similar motivational and strategic drivers, or do different approaches lead to similar 

outcome? The petroleum industry is particularly influenced by climate concerns because regulations 

directly affect the costs of their operations. How do these concerns affect fields that have a more 

neutral or even positive environmental image? Are similar mechanisms of conformity and 

isomorphism present in other industries? And do strategies differ in fields that are less cohesive and 

structured?  

It would also be interesting to go deeper into the dynamics within a company to assess how new 

social concerns gain internal legitimacy. How are climate concerns interpreted and narrated 

internally? How do they become justifiable considerations? And how are they incorporated in a 

company’s broader self-concept?  
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Finally, further research is needed to verify and identify how other sources of social pressure may 

contribute more constructively. One could for instance analyze the interaction between companies 

and their salient stakeholders to assess how different concerns could be made more relevant and 

influential in the climate debate. How could NGOs and other normative forces be empowered so 

that their effectiveness criteria became more salient? Which channels of power and pressure would 

allow new claims influence companies’ strategies? Maybe, by mapping the interests of different 

stakeholders, one could identify networks of related concerns that would allow “softer” and less 

salient environmental concerns to present stronger, unified claims through alliances? 
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APPENDICES 

Appendix 1: Personal communication, March 19 2015 

The interview was conducted from Skype to phone. The interviewee has a long experience with 

different positions within the company, including being the project manager on one of Statoil’s 

international licenses.  

Theme guideline 

1) Statseierskap: Hvordan påvirker statseierskapet strategiske beslutninger i Statoil? 

2) Hvordan påvirker andre nasjonalstater strategisk beslutningstaking, gjennom diverse 

samarbeid – for eksempel gjennom samarbeid med NOCer i andre land? 

3) Hvordan påvirkes operative og lokale beslutninger av lokale interesser – for eksempel 

økonomisk utvikling? Påvirker dette andre hensyn, som miljøvern? 

4) Impact assessments: Hvordan er rammeverket for disse i utlandet? Har andre nasjoner gode 

lover og retningslinjer, og hvordan er praksisene her sammenlignet med i Norge? 

5) EBI rapporten: Den siste rapporten fokuserte særlig på indirekte ringvirkninger av 

oljeaktivitet. Hvordan forholder dere dere til dette brede ansvarsperspektivet? 

6) CDP rapporten: De oppmuntrer til å rapportere også på scope 3 emissions, men det gjør ikke 

dere. Hvorfor? 

7) Offset markeder: Dere har fremmet karbonmarkeder. Benytter dere dere av andre lignende 

markeder? Hvorfor ikke? 

8) Samarbeidspartnere: Har dere noen retningslinjer eller kriterier for hvem dere samarbeider 

med? 

Appendix 2: Personal communication, April 15 2015 

The interview was conducted from Skype to phone. The interviewee has a position closer to central 

decision making.  

Theme guideline 

1) Har Statoil sentral noen konkrete tiltak for å beskytte økosystemer og biologisk mangfold? 

2) Offset-markeder: Benytter Statoil seg av offset markeder utover karbon markedet? Hvorfor 

ikke? 

3) Ansvar: Statoil underlegges en rekke reguleringer. Er disse rettferdige? Og er dette 

tilstrekkelig? 

4) Statseierskap: Hvordan påvirker statseierskapet strategiske beslutninger i Statoil? 

5) Hvordan påvirker andre nasjonalstater strategisk beslutningstaking, gjennom diverse 

samarbeid? 

6) Samarbeidspartnere: Har dere noen retningslinjer eller kriterier for hvem dere samarbeider 

med? 


