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ABSTRACT 

This conceptual paper develops a theoretical framework to provide insights with respect to 

enhancing focus on entrepreneurial sustainability initiatives in the context of emerging 

economies.  The unique idiosyncrasies of the institutional environment of emerging economies 

are identified along the concept of scripts. Sensemaking and social identity theory are utilized to 

draw propositions along with the dimensions of the three stages of the sensemaking process: 

enactment, selection, and retention, in order to identify factors that are likely to motivate the next 

generation of business leaders in emerging economies to undertake greater levels of 

sustainability initiatives. When organizations face competing demands of meeting both social 

and financial goals, sensemaking by next generation leaders becomes relevant. Leaders with 

greater entrepreneurial orientation are more likely to take actions decoupled from local 

isomorphic pressures, such that they turn opportunities for sustainability into novel sustainable 

initiatives. This paper proposes a framework to provide insights and directions for future 

research with respect to enhancing an organizational focus on sustainability initiatives in the 

context of emerging economies.  
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Introduction 

The last couple of decades have seen an increased interest of businesses and their stakeholders in 

exploring sustainable development as a critical responsibility of the business (Klein and Hauff, 

2009). Based on the notion that businesses, in addition to focusing on profits, have the 

responsibility of creating environmental and social benefits, the focus of sustainable management 

is on analyzing organizational performance based on the triple bottom line, i.e. social, 

environmental, and financial (Gawel, 2012; Gupta and Kumar, 2013). However, debates on 

sustainability have largely referred to organizations operating in developed institutional 

environments, i.e. advanced and industrialized economies.  

Contrary to developed countries, the institutional environment of emerging economies is 

characterized by higher levels of complexity and ambiguity (Meyer and Peng, 2016; Nielsen, 

Hannibal, & Larsen, 2018). Our focus is on emerging economies at early stages of institutional 

development where managers face significant organizational challenges to achieving positive 

triple bottom line outcomes since governments are less equipped at outlining and enforcing 

legislation that prevents negative externalities. Yet, emerging economies offer managers the 

opportunity of developing techniques to successfully navigate through the unique institutional 

environment consisting of a legacy of public sector mentality that exists in parallel with a 

developing private sector culture. In navigating through these two different standards (Johnson et 

al., 2000; Ismail and Ford, 2010), the role of an entrepreneurial orientation for sustainable 

development has received increased research attention (Kuckertz and Wagner, 2010; Wagner and 

Maximilians, 2012).  

Entrepreneurial orientation can provide organizations with the potential of adopting new 

approaches to doing things, new ways of thinking or, more disruptively expressed, breaking ties 

with existing norms, traditions and habits. The literature on the role of entrepreneurial orientation 

on sustainability adoption is evolving and the limited extant research largely focuses on 

developed economies (Criado-Gomis, 2017, 2018; Marshall, McCarthy, McGrath & Claudy, 

2015). No work that the authors are aware of has examined this relationship in firms from 

emerging economies. Examining this relationship is important since disruptive actions triggered 

through the entrepreneurial orientation of leaders can play an important role in sustainability 

adoption across organizations in emerging economies. Differences in a leader’s entrepreneurial 

orientation can foster or hinder sustainability actions taken to address the impact of their business 
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and operations on the natural environment. Leaders not only have to make sense of the changing 

and uncertain environment to act accordingly, but they also have to convey this meaning to their 

employees by becoming sense makers and sense givers at a time (Serdukov, 2008). We reason 

that entrepreneurial orientation can strengthen the positive relationship between the sustainability 

determinants and adoption of innovative sustainability initiatives because leaders with a high 

entrepreneurial orientation in emerging economies will proactively promote the adoption and 

implementation of different types of higher-order sustainability initiatives. Since the broader 

historical institutional context within which a particular organizational activity takes place 

influences sensemaking processes (Sandberg and Tsoukas, 2015), the focus of this research is on 

incorporating insights from the sense-making literature to understand how leaders in emerging 

economies adopt and implement innovative sustainability initiatives. We are particularly 

interested in the new generation of organizational leaders i.e. ‘next generation leaders’ who we 

define as a new breed of leaders in emerging economies (at early stages of institutional 

development) who engage in leadership behaviors that are better suited to current realities. 

Unlike the past practices of leaders in these institutional contexts, next generation leaders are 

comfortable building cross-cultural partnerships, engaging in collaborative decision making, 

nurturing employees along with other new leadership behaviors (Ford and Ismail, 2006).  

Pursuing sustainability requires significant changes to corporate culture (Burnes, 2017). 

Scholars suggest that leaders can play a facilitative role in actively fostering a sustainability-

oriented organizational culture (Jones Christensen, Mackey & Whetten, 2014). Next generation 

leaders’ commitment to global sustainability principles (e.g. the United Nations Global 

Compact) is a proactive act, which promotes adoption of sustainability practices. Because leaders 

with greater entrepreneurial orientation possess higher levels of innovativeness, proactiveness, 

risk-taking, competitive aggressiveness, and autonomy (Miller, 1983; Lumpkin and Dess, 1996), 

this should have a significant influence on the opportunities they pursue to resolve uncertain 

ecological problems and decisions that positively influence social and ecological impact.  

Marshall et al. (2015) suggest that while basic sustainability practices provide firms with a 

license to operate, a leader’s strong entrepreneurial orientation can promote the proactive 

adoption of different types of higher-order sustainability initiatives. Yet, we know very little 

about the role of a leader’s entrepreneurial orientation in cultivating a greater organizational 

appreciation for adoption of the triple bottom line philosophy. While the existing literature has 
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provided insight separately into entrepreneurial orientation, leadership, and sustainability-related 

innovation (Egri & Herman, 2000; Pacheco, Dean & Payne, 2010; Parrish, 2010; Quinn & 

Dalton, 2009; Waldman, Siegel & Javidan, 2006), few have bridged the gap in the literature and 

linked the leader’s entrepreneurial orientation to sustainability adoption in emerging economies. 

Hence, our paper aims to fill this gap in the literature and examines the role of leader’s 

entrepreneurial orientation on sustainability adoption by exploring factors that encourage 

sustainability adoption by next generation leaders seeking to establish new ways of thinking in 

the context of emerging economies where they face both public and private sector standards. 

Next generation leaders can play a critical role not only in the enactment of sustainability 

practices in organizations but also in creating awareness of social and environmental issues. The 

question of how and under what circumstances do next generation leaders with predominantly 

public sector ideals imitate firms in developed countries to focus on the traditional, financial 

profit maximization institutional practices, or cultivate a greater appreciation for adoption of the 

triple bottom line philosophy is important. We take domestic firms in emerging economies as a 

baseline assumption since historically they made up a majority of the firms. Our driving research 

question is the following: How do next generation leaders of emerging market firms adopt the 

United Nations Global Compact principles and undertake implementation of a triple bottom line 

philosophy? 

 We utilize sensemaking literature to explore these research questions. Extant 

sensemaking research, has either examined its cognitive aspects (e.g. Thomas et al., 1993) or has 

focused on social processes under extreme conditions (e.g. Weick and Roberts 1993). However, 

less attention has been paid to how sensemaking processes occur when many of the features of 

the (business) environment which normally supply the alleged context for exploring managers’ 

sensemaking are missing, as is the case in emerging economies (Woldesenbet and Storey, 2010). 

Since sensemaking mechanisms have greater predictability in contexts or circumstances that 

involve chaos, uncertainty, and conflicting scripts, sensemaking theory provides a relevant 

theoretical lens to better understand why next generation leaders adoption of sustainability in an 

ambiguous context characterized by the co-existence of conflicting public and private sector 

scripts (Ismail and Ford, 2010; Johnson et al., 2000; Nkamnebe, 2011). 

 The paper is structured as follows. First, we discuss key elements of the institutional 

environment in emerging economies. Next, we highlight the importance of having an 
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entrepreneurial orientation for the adoption of sustainability initiatives by next generation leaders 

in emerging economies. Further, utilizing sensemaking theory along with social identity theory 

arguments, we develop our conceptual framework, which consists of three drivers that motivate 

next generation leaders to adopt sustainability. Next, a discussion including future research 

directions to encourage further development of this line of research is followed by an 

implications section with respect to encouraging sustainability in emerging economies.  

 

Institutional environment of emerging economies 

The environments of emerging economies at early stages of institutional development differ from 

that of developed economies in various ways (Ismail and Ford, 2010; Wilkins & Emik, 2019). 

Typical for emerging economies are significant ongoing changes in three domains, i.e. the 

economic domain, e.g. from centrally planned to market, the political domain, e.g. from 

authoritarian regimes to democracies, and/or geopolitical dimensions, for instance from a 

domination by large multinational states to societies integrated into diverse international 

associations (Woldesenbet and Storey, 2010; Cherp and Vrebensky, 2002). These often 

discontinuous upheavals result in unpredictable and therefore more challenging institutional 

environments (Newman, 2000; May et al., 2000) which may qualitatively differ considerably in 

emerging economies (Horak and Taube, 2016; Peng, 2003). 

Whereas companies acting in institutionally developed environments are able to invest 

time and resources on productive activities such as innovative and entrepreneurial opportunities, 

emerging economies inherit initially inefficient institutional environments which can be 

described as highly complex and ambiguous (Ismail and Ford, 2010). For instance, corruption in 

emerging economies can be an indicator that economic transition towards market liberalization is 

not yet institutionalized (Alon and Hageman, 2017, Li, 2020). Other examples include the 

pervasive use of informal ties and networks to coordinate economic activity, instead of relying 

on formal institutions (Casson et al., 2010; Horak, 2014; Horak and Restel, 2016; Li, 2007). The 

most comprehensively analyzed countries in terms of informal governance are, for instance, 

China (e.g. Dunfee and Warren, 2001; Fan, 2002; Guthrie, 1998; Taube, 2013) or Russia and the 

post-Soviet Union (e.g. Aliyev, 2015; Butler and Purchase, 2004; Estrin and Prevezer, 2011; 

Ledeneva, 1998, 2013; Michailova and Worm, 2003). Preference for selecting informal ways of 
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exchange is usually explained by a very low level of trust formal institutions (Khanna and 

Palepu, 1997, 2010; Peng, 2003;  Peng et al., 2008; Pinkham and Peng, 2017, Rotting, 2016). 

 Characteristically, in emerging economies different standards exist and often compete 

against each other at the same time. In the literature, these standards are described as scripts. 

Organizational routines can be regarded as scripts, that represent human and physical resources 

(Nelson and Winter, 1982; Peng and Heath, 1996; Penrose, 1959). Scripts are typically 

distinguished between public sector and private sector scripts that co-exist in transitional phases, 

resulting in a duality of scripts (Johnson, et al., 2000; Ring and Perry, 1985). Scripts can be 

defined as cognitive schemas that govern behavioral actions and regular procedures suitable in 

respective situational contexts and environments. A duality of scripts occurs when actors haven’t 

fully adjusted their internalized scripts to changes in the institutional environment, i.e. “before 

actors can assemble the resources and rationales that are necessary for collectively questioning 

scripted patterns of behavior” (Barley and Tolbert, 1997: 102). Although not always easy to 

clearly distinguish and separate, Table 1 provides an overview over a selection of archetypes of 

ideals and scripts of the public and private sector.  

 

Table 1. Archetypes of public and private sector ideals and scripts (selection) 

 

Public Sector  Private Sector  

 Hierarchy-orientation 

 High uncertainty avoidance 

 Collective 

 Conformity 

 Passivity 

 Bureaucracy 

 Personalized forms of exchange through 

informal ties and networks 

 Inflexibility 

 Peer pressure to comply to community 

norms  

 Power distance low 

 Risk taking 

 Customer service 

 Performance-orientation 

 Entrepreneurial  

 Managerialism 

 Rule-based, impersonal exchange 

 Proactivity 

 Enthusiasm 

 Dynamism 

 Empathy 
Source: Own, based on: Ardichvili & Kuchinke, 2002; Aucoin, 1990; Bakacsi, Sándor, András, & Viktor, 2002; de 

Vries, 2001; Ismail & Ford, 2010; Luthans, Peterson, & Ibrayeva, 1998; M. Peng & Heath, 1996; M. W. Peng, 

2003; Petrick & Carter, 2009; Puffer & Shekshnia, 1996; Schaffner, 1995. 
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The role of entrepreneurial orientation  

Viewed through an institutional lens, formal institutions can change overnight as a result of 

political action but “informal constraints embodied in customs, traditions, and codes of conduct 

are much more impervious to deliberate policies” (North, 1990: 6). This makes it necessary to 

put new cognitive processes, which may be opposite of those that led to the initial 

institutionalization, in place (Johnson et al., 2000).  

  Indeed, a number of studies focusing on emerging economies in Central and Eastern 

European Countries (CEEC) and Africa describe the gradual and uneven pace at which 

institutional change has taken place due to the cultures of domestic firms operations still being 

deeply rooted in the former prevalent doctrine (cf. Woldesenbet and Storey, 2010; Sandholtz and 

Taagepera, 2005; Broadman and Recanatini, 2003). This means that old routines encourage 

bureaucratized organizations that lack discretion to obtain resources via market channels (Peng 

and Heath, 1996), while “more entrepreneurially-oriented firms within these emerging 

economies often have to garner support from past acquaintances as well as rely on some form of 

social ties to the old system in order to gain access to resources and a client base” (Ismail and 

Ford, 2010: 327). However, Peng (2003) states that although incumbent parties may resist and 

hinder institutional change, new entrant groups who stand to gain from changes might try to 

change rules which, in these emerging economies, will “produce political conflict and tensions” 

(Peng, 2003: 278). Peng (2003) refers to new entrants as entrepreneurial start-ups and foreign 

entrants. Both can offer a field of activity for local leaders i.e. the next generation leaders with a 

high entrepreneurial orientation.  

Entrepreneurial orientation (EO), a construct consisting of five dimensions - 

innovativeness, proactiveness, risk taking, competitive aggressiveness, and autonomy - can be 

defined as the capability or mindset of the firm to seek entrepreneurial opportunities proactively 

and aggressively and to take the risk to utilize or adopt the opportunities decoupled from external 

pressures to maintain competitive aggressiveness (Isichei, Emmanuel Agbaeze, & Odiba, 2020; 

Lumpkin and Dess, 1996; Miller, 1983). Spence, Gherib & Biwole (2011) note that a high EO 

contributes to a greater willingness to engage in riskier and more proactive sustainability 

practices which entail significant changes to established practices. Further, recent evidence is 

provided, among others, by Mullens (2018) and Chavez (2020). Analyzing family firms, Mullens 

(2018) finds significant evidence that EO is positively related to a family firm’s engagement in 
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sustainability initiatives. Also, Chavez et al. (2020) found out that EO leads to the adoption of 

internal lean practices (ILPs). ILP focuses on the reduction of waste, overproduction and non-

value-added activities. According the authors, the ILP focus has a positive effect on 

sustainability in form of improving the triple bottom line performance. 

 From a sense-making perspective, a high EO reflects the extent to which leaders 

proactively enact their environment by the adoption of innovative sustainability practices. Thus, 

we reason that entrepreneurial orientation can strengthen the positive relationship between the 

sustainability determinants and adoption of innovative sustainability initiatives while weakening 

the influence of institutional pressures from consumers and regulators. In summary, the 

institutional environment of emerging economies, in general, is unique, compared to the 

institutional environment of developed economies, since it is characterized by simultaneous 

existence of both public and private sector scripts, as well as simultaneous existence of both high 

levels of opportunities, brought forth by privatization shifts, and high levels of challenges, 

brought forth by uncertainties associated with managing dramatic changes and ambiguities 

involving limited experience of market-based scripts. 

 

Sensemaking and sustainability in emerging economies  

According to Weick (1995) sensemaking is an attempt to interpret and create understandings that 

enable change. Due to its focus on ambiguity (Weick, 2001), sensemaking is particularly suited 

to our arguments since ambiguity reflects a key characteristic of emerging economies. There is a 

nascent body of research on both sensemaking in emerging economies (Woldsenbet and Storey, 

2010; Serdukov, 2012) and sustainability (Kearins and Collins, 2012; Hahn et al., 2015).

 Sensemaking efforts tend to occur when the “current state of the world is perceived to be 

different from the expected state of the world, or when there is no obvious way to engage the 

world” (Weick et al., 2005:409) resulting in an attempt to place these ambiguities, uncertainties, 

and complexities events or circumstances into comprehensible and predictable frames (Weick, 

1995). Frames such as organizational premises, plans, expectations, acceptable justifications, and 

traditions inherited from predecessors (Weick et al., 2005) arrange the world people experience 

in a way that makes sense to them (Woldesenbet and Storey, 2010). The sensemaking process 

involves three stages: enactment, selection and retention (Weick, 1995; Weick et al., 2005). 

Enactment involves active engagement in the environment; selection involves identification of 
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interpretations of the environment that offer meaning or justifications, and retention involves 

preserving and internalizing the selected processes or actions as part of the routine whereby 

retention feeds back the prior processes.  

 In the last decade, researchers have tried to determine the path of sustainability in 

emerging economies predominantly with an environmentally centered view. Cherp and 

Vrbensky (2002) find sustainability and transition to have a similar goal as they both seek a 

better future for present and future generations through comprehensive reforms. The authors 

state that political and economic reforms have in general proved to be beneficial for the 

environment. Later studies on CEEC and on Commonwealth Independent States (CIS) have 

shown that replacement of a centrally planned economy with a market economy provided key 

incentives for environmental improvements (Archibald et al., 2009). Private property and 

abolishment of state planning have created economic incentives for investments into resource 

and energy saving technologies (Cherp and Vrbensky, 2002).  

For the case of CEEC, liberalization was critical for the release of new energy from well-

educated human capital by abolishing old political and economic systems having significantly 

suppressed human creativity and entrepreneurship in the past. This liberalized human capital 

became the major driver of economic development and the main contributor to sustainability 

(Bochniarz, 2006). Although restructuring processes of political and economic systems initially 

led to a dramatic economic decline resulting in decreasing environmental pressures (for instance 

on emissions and waste), democratic changes finally allowed society’s environmental concerns 

to be translated into more effective environmental legislation and institutions (OECD, 1999).  

From an organizational point of view, Hahn and colleagues (2015) state that 

sustainability involves various and often conflicting demands of a wider set of stakeholders 

which confront company managers with “multiple desirable but conflicting economic, 

environmental, and social”(21) issues at the company and societal level. The authors suggest two 

cognitive frames with contrasting views on combining economic, environmental, and social 

goals. While managers, following a business case frame, interpret sustainability actions either as 

positive or negative and focus in a pragmatic way on those that align with economic goals, 

managers following a paradoxical frame adopt a longer and more careful decision process by 

taking more comprehensive responses by considering the full range of potential risks and 

tensions (Hahn et al. 2015).  
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 An institutional environment characterized by high power distance, high levels of 

corruption, high uncertainty avoidance, high levels of complexity and existence of public sector 

scripts is generally non-conducive to encouraging investments in sustainability initiatives, since 

the prevalence of constraints in such environments restrict the empowerment and freedom that is 

required to focus on social and environmental issues (Husted, 2005).  Yet, based on the insights 

offered by the sensemaking literature, high levels of uncertainty associated with dual scripts and 

complexities may indeed encourage next generation leaders to welcome this focus on 

sustainability in their attempt to pursue novel scripts as a way to break away from the historic 

legacy and to pave the way for progress and a brighter future.  

That is, we argue that next generation leaders are likely to make sense of the transitioning 

environment by consciously seeking to adopt scripts that are different from previously 

institutionalized scripts in order to deal with the higher levels of uncertainty. Indeed, Ismail and 

Ford (2010) have suggested that next generation leaders in Central and Eastern European 

economies enthusiastically seek opportunities to embrace the doctrines of new open society 

systems. Further, Caprar's (2011) ethnographic exploration into the work culture of local 

managers and executives working for American firms in Romania reveals a variety of 

motivations underlying the appeal or lack of appeal of foreign firms to the local workforce. 

Caprar’s intention was to clarify the term host-country national (HCN) in order to point out that 

HCNs are by far not a homogenous group of people. His work reveals that the identity and 

motivation of HCNs reflects the duality of mentalities (scripts) prevailing in economies 

transitioning from central planning toward market competition, i.e. a dual pronounced public and 

private sector mentality. In providing an example for the latter, local leaders point out that work 

can and should have a meaning, which is motivating: “Here people work, they really work. We 

do care about doing a good job, because that’s important.” (F1.5, Caprar, 2011: 619). Also, local 

leaders who adopt the private sector script embrace new values: “I think we need to stop this 

socialist approach where everyone gets what they need, regardless of their contribution. The 

competition is on! And those who cannot keep with it, well, that’s life, feeling sorry for each 

other won’t get anyone anywhere!” (E16, Caprar, 2011: 619).  

 This line of thought speaks to the enactment and selection idea of sensemaking theory. 

Further, by focusing on retention from a sensemaking perspective, we argue that any opportunity 

for change in emerging economies is likely to be evaluated by next generation leaders in terms of 
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value similarity or difference from the old legacy. Opportunities that offer novel philosophies 

and a better future would be selected by leaders as salient mechanisms for change. While the 

focus on triple bottom-line philosophy as opposed to financial profit maximization is a recent 

trend even in developed economies (Williamson et al., 2006), sustainability adoption is driven by 

benefits e.g. a positive image, enhanced stakeholder trust, efficient resource management, 

superior return on investments and profitability (Chen, 2010; Dangelico and Pujari, 2010; Russo 

and Fouts, 1997; Shrivastava, 1995; Szekely and Knirsch, 2005).  

Measurements on a global level can encourage and legitimize next generation leaders in 

emerging economies to pursue sustainability initiatives proactively. The United Nations (UN) 

Global Compact for instance is a noteworthy principles-based standard that encourages 

organizations to advance corporate sustainability. “The UN Global Compact is a call to 

companies to voluntarily align their operations and strategies with ten universally accepted 

principles in the areas of human rights, labor, environment and anti-corruption, and to take action 

in support of UN goals and issues. The UN Global Compact is a leadership platform for the 

development and implementation of responsible corporate policies and practices. Signatories are 

encouraged to report on how they have implemented the ten UN Global Compact principles 

through their annual report or a separate sustainability report (Tschopp and Huefner, 2015). 

Launched in 2000, it is the world’s largest voluntary corporate sustainability initiative, with over 

12,000 signatories from business and key stakeholder groups based in 145 countries” (UN 

Global Compact, 2013: 1).  

Being a signatory provides next generation leaders from emerging economies the unique 

opportunity of networking with local and global non-governmental organizations, academic 

institutions along with other global businesses (Arevalo and Aravind, 2017). Thus, it is proposed 

that next generation leaders in emerging economies who have exposure to the philosophy of 

maximizing the triple bottom line, they are likely to welcome it since it offers novelty as well as 

the promise of a better future that they so actively seek. Our discussion above is summarized in a 

conceptual framework as depicted in Figure 1. The framework is utilized to draw propositions 

along the dimensions of the three stages of the sensemaking process as introduced earlier in the 

paper: enactment, selection, and retention (Weick, 1995; Weick et al., 2005). 

 

 

 



 

12 

 

Figure 1. Conceptual framework 

 

Sustainability motivation triggers and next generation leaders  

The question of how and under what circumstances do identities of next generation leaders turn 

into effective actions is important, since establishing new ways of thinking in an environment 

consisting of predominantly public sector ideals potentially faces opposition and hence makes 

identity activation difficult. Social identity theory can help with clarifying this mechanism. 

Social identity theory, pioneered by Tajfel (1981; Tajfel and Turner, 1986), is concerned with the 

formation of an identity in context to the group the individual relates to. Thus, it can establish a 

coherent link between organizational identification and organizational behavior.  

Social psychologists note that a social identity is “a person’s knowledge that he of she 

belongs to a social group” (Stets and Burke, 2000: 225). A social comparison process shapes the 

group identity by contrasting members of the group (in-group) and non-members (out-group). In-
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group members hold similar views of themselves as belonging to the same social category. 

People who are perceived differently, are regarded the out-group (Abrams and Hogg, 2006). 

Typical is the accentuation of perceived similarities and differences in order to reinforce 

membership of the respective self-categorization. Accentuation occurs for all relevant items that 

are assumed to correspond to the respective category, such as group values, behavioral norms, 

attitudes, believes speech and jargon, etc. (Krueger and Clement, 1994; Tajfel and Wilkes, 

1963). While accentuation is a typical way to manifest and reinforce in-group status, the more 

interesting question is when identities become activated to go against in-group norms.  

 Stets and Burke (2000) examine the conditions under which identities become activated. 

By drawing on the work of Oakes (1987), we argue that identity activation takes place through 

social circumstances in a particular situation due to the interaction between person and situation. 

Resulting actions can be regarded strategically motivated, as the “activation of an identity in a 

situation allows individuals to accomplish their personal and/or social goals” (Stets and Burke, 

2000: 230). Hence, while the social group context remains relevant and important, the activation 

source, ultimately, is the individual him or herself triggered by the respective situation. We 

develop our propositions by integrating social identity theory arguments with sensemaking 

theory in the context of potentially activated next generation leader’s behavior. 

 Identity enactment. With respect to identity enactment, based on the arguments 

presented in this and the preceding section, it is proposed that as future change agents, next 

generation leaders will enact elements in the environment that would allow them to navigate the 

organizations into a new and better future, that is different from the past. As mentioned earlier, 

“from a sensemaking perspective, it can be argued that any opportunity for change in emerging 

economies is likely to be evaluated by next generation leaders in terms of its similarity or 

difference from the old legacy. Opportunities that offer novel philosophies and a better future 

would be selected as salient mechanisms for change” (c.f. p.7).  

Prior studies in developed economies recognize that sustainability is a constantly shifting 

concept that puts leaders in the position of acting as ‘sensemakers’ for their organizations 

(Angus-Leppan et al., 2010). In the same way, growing foreign competition in their home 

country, rising pressures for sustainability from supply chain partners (Christmann and Taylor, 

2001), or seeking financing from foreign banks/stock markets, etc. in developed economies will 

stimulate sensemaking by next generation leaders. From the sensemaking perspective, next 
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generation leaders respond to these cues for higher sustainability from a variety of internal and 

external stakeholder groups by enacting a private sector identity to develop a better 

understanding of sustainability. Additionally, the enactment of a private sector identity that is 

conducive to overcoming institutional challenges while taking advantage of the growth 

opportunities in emerging economies is likely to trigger an entrepreneurial identity in next 

generation leaders. Accordingly, such leaders can be expected to adopt the principles-based 

sustainability standard, UN Global Compact.  

Furthermore, the presence of institutional challenges imposed by public sector legacy 

such as high uncertainty avoidance, corruption and the legacy of passive followers (Ismail and 

Ford, 2010) are likely to motivate next generation leaders to emphasize the ten UN Global 

Compact principles because they are conducive to overcoming these historical challenges. In that 

connection, the Global Compact offers a forum where some of the best members of civil society: 

non-governmental organizations, academic and public policy institutions, individual companies, 

business associations and labor representatives come together to discuss the changing role of 

business and the moral norms needed for a more just global economy. While there are challenges 

in emerging markets, entrepreneurial next generation leaders are more likely to view these 

challenges as opportunities for innovation in order to compete successfully in emerging markets 

(Lawrence, 2013).  

Accenture-UNGC’s CEO study (2019) notes that it is extremely important for socially 

responsible leaders to acknowledge what is not working well and prioritize those areas. For 

example, Gizeshwork Tessema Bizachew, the CEO of Gize PLC, a small logistics and shipping 

company in Ethiopia and a UN Global Compact signatory has taken actions to emphasize all ten 

UN Global Compact principles. More specifically, Gize’s CEO has prioritized the human rights 

principle with a focus on improving policies concerning child labor, discrimination and the right 

to collective bargaining (Gize PLC COP, 2015). Hence: 

Proposition 1: Ceteris paribus, the greater (lower) the co-existence of opportunities and 

challenges in emerging economies, the greater (lower) next generation leaders with an 

entrepreneurial identity will emphasize UN Global Compact principles to help overcome 

historical challenges.  

Next generation leaders with greater entrepreneurial identity who adopt the UN Global Compact 

will become “sustainability aware” through sensemaking. Comparing their own current 
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sustainability related performance against global standards, identifying risks and understanding 

what long-term sustainability means in practice will allow them to interpret sustainability 

messages from the external environment. This should promote commitment to novel 

sustainability practices least embedded in public sector scripts (i.e. the legacy of high power 

distance, high uncertainty avoidance and corruption) to allow them to deal with uncertainties as 

they proceed to bring about the envisioned changes in the business environment.  

For example, Okan Oncel, CEO of Bilim Pharmaceuticals, a leader in Turkey’s 

pharmaceutical industry and a UN Global Compact signatory since 2009 notes that adoption of 

the United Nations Global Compact promoted greater awareness of the positive and negative 

impacts created by their operations. The CEO recognizes that sustainability is a journey, which 

requires ongoing activities aimed at improving economic, environmental and social impacts 

(Bilim Pharmaceuticals COP, 2019).  

Based on their awareness and interpretation of sustainability messages from the external 

environment, sensemaking by entrepreneurial next generation leaders who actively participate in 

the UN Global Compact should promote welcoming of the triple bottom line philosophy. This is 

conducive to the adoption of private sector scripts that offer the promise of a better future that 

they so actively seek. Hence: 

Proposition 2: Ceteris paribus, the greater (lower) the co-existence of public and private 

sector scripts and the greater (lower) the entrepreneurial identity of next generation 

leaders in emerging economies, the greater (lower) the active participation in the UN 

Global Compact by next generation leaders.  

Identity selection. Next generation leader’s unfamiliarity with the UN Global Compact 

principles will trigger sense-making processes such that leaders in these organizations will seek 

sustainability education and exposure to develop and implement innovative sustainability 

initiatives. Prior empirical work suggests that one of the top reasons for pledging commitment to 

the UN Global Compact is the opportunity to network with other members who have 

accumulated significant experience in addressing human rights, labor standards, environmental 

issues and corruption issues (Cetindamar and Husoy, 2007).  

Participation in the UN Global Compact allows next generation leaders with an 

entrepreneurial orientation to make sense of past actions while also driving future actions to 

promote continuous improvements in environment, social and governance disclosures. Their 
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ability to acquire practical know-how on triple bottom line issues from UN Global Compact 

network participants allows them to not only form a coherent understanding of sustainability 

issues, but also interpret sustainability as an opportunity to bring about change by prioritizing 

sustainability initiatives in their organizations. It is important for these leaders to lead by 

example i.e. walk the talk.  

For example, Meshvara Kanjaya, CEO of PT Supra Boga Lestari Tbk, one of the 

pioneers in the organic foods supermarket industry in Indonesia and a UN Global Compact 

signatory has implemented award winning sustainability initiatives related to all ten UN Global 

Compact principles (Supra Boga Lestari COP, 2018). The CEO acknowledges that addressing 

barriers to women’s participation in the workforce is a critical challenge since there is a stronger 

expectation for Asian women to assume a dual role. She has deployed initiatives that allow 

women to better juggle family and work, which have increased retention and promoted gender 

equality.  

Suraya Narfeldt, CEO of RA International, a leading African facilities management 

service provider, which works with organizations involved in humanitarian operations and the oil 

and gas industry in remote and war torn areas in Africa requires all suppliers to avoid corruption 

and develop concrete policies/programs to address corruption. In a male-dominated industry, RA 

International has implemented innovative inclusion strategies for women, namely, unconscious 

bias training, skill building and career support (RA International COP, 2018).  

Institutional theory notes that imitation or mimetic behaviors become increasingly salient 

in the event of uncertainty and ambiguity, and socialization mechanisms positively influence 

such behaviors (DiMaggio and Powell, 1983). Yet, because interpreting, developing and 

implementing new sustainability practices is an ongoing process that shapes interpretation of 

new sustainability related messages, we reason that entrepreneurial next generation leader’s 

sensemaking will shape ‘what they want’ to learn and the ways they learn from network 

members. This suggests selective imitation of sustainability practices from UN Global Compact 

network participants. Therefore, participating in professional and social relationships with 

leaders from developed economies in UN Global Compact networks, leadership training 

programs, and alliances with foreign partners can play an important role in the accumulation of 

sustainability knowledge. Additionally, sensemaking by these leaders will influence how they 
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utilize this knowledge to upgrade their sustainability related learning and proactive 

implementation of different types of higher-order sustainability initiatives.  

For example, Natura constructed Ecoparque, a $75 million industrial complex in 

Benevides, which serves as a manufacturing facility for its soaps and fixed oils procured from 

the Amazon forest and supplied by families of indigenous communities. CEO João Paulo 

Ferreira notes that Natura’s partnership with Symrise, the German producer of flavors and 

fragrances to install a €5 million production facility in the Ecoparque that worked with over 

2,000 families in the region to produce oils greatly contributed to Natura’s triple bottom line 

outcomes (Accenture-UNGC CEO study, 2019). Ongoing advanced sustainability improvements 

reflect identity selection due to sensemaking by next generation leaders. Thus: 

Proposition 3: Ceteris paribus, the relation between the adoption of the UN Global 

Compact in emerging economies and the implementation of innovative sustainability 

initiatives will be stronger (weaker) for next generation leaders with (a)  a stronger 

(weaker) entrepreneurial identity, (b) a stronger (weaker) opportunities for sustainability 

education and exposure to sustainability implementation strategies, (c) with stronger 

(weaker) selective imitation-based behaviors.  

 

Identity retention. With respect to the identity retention part of the sensemaking process, 

as next generation leaders with greater entrepreneurial orientation possess greater levels of 

innovativeness, proactiveness, risk-taking, competitive aggressiveness, and autonomy (Miller, 

1983; Lumpkin and Dess, 1996) interpret the sustainability messages they receive, they will 

place these messages into their existing sustainability related belief system. Based on their 

interpretations, entrepreneurial leaders will make efforts to develop and implement advanced 

sustainability practices that gradually become part of the organizational culture. This suggests 

that they are also likely to act independently of institutional pressures to utilize the opportunities 

to improve organizational adoption of sustainability practices.  

Prior research has found that most approaches to sustainability are top down (Jackson, 

2012). In addition, leaders positively influence implementation of sustainability initiatives 

through their vision and values (Bansal, 2003). We reason that sensemaking by next generation 

leaders with a strong commitment to sustainability is likely to play an important role in 
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transforming the corporate culture such that sustainability becomes deeply embedded in the 

organization’s operations, processes and the overall strategy (Banerjee, 2001).  

For example, Mohammed Mohomedy, Interim Group Chief Executive, Transnet SOC 

Ltd. (South Africa) has focused on creating a sustainability embedded corporate culture instead 

of implementing a few green initiatives that have positively impacted triple bottom line 

outcomes (Accenture-UNGC CEO study, 2019). This indicates identity retention by next 

generation leaders. Thus:  

Proposition 4: Ceteris paribus, the relation between the adoption of the UN Global 

Compact and triple bottom line outcomes will be stronger (weaker) for entrepreneurial 

next generation leaders who create a stronger (weaker) sustainability embedded culture.  

Next generation leaders of domestic firms operating in emerging economies with a high 

entrepreneurial orientation are more likely to possess the capabilities or mindset to utilize 

opportunities for undertaking sustainable initiatives in an innovative manner. These leaders 

recognize the link between sustainability and business value. They understand that creating value 

for society and the planet goes hand-in-hand with business success and will direct their attention 

to achieving a competitive advantage by maximizing social, environmental, and financial 

benefits, i.e. triple bottom line (Gupta and Kumar, 2013; Gawel, 2012). 

For example, Ian Moir, CEO, Woolworths Holdings Limited, South Africa (a UNGC 

signatory) committed to doing the right thing by working with their food manufacturers to 

introduce soil management practices to reduce water requirements and improve waste 

management. These practices allowed suppliers to continue to grow produce in a period of 

drought while helping the business expand and grow while creating value for the country by 

enhancing national food access (Accenture-UNGC CEO study, 2019). Thus: 

Proposition 5: Ceteris paribus, the relation between the adoption of the UN Global 

Compact and competitive advantage will be stronger (weaker) for entrepreneurial next 

generation leaders who create a stronger (weaker) sustainability embedded culture. 

Figure 2 summarizes all our propositions developed in the preceding section. 
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Figure 2. Sustainability actuation and next generation leader’s actions (proposition 1 to 5) 
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Our work highlights that when next generation leaders face dual public sector and private 

sector scripts in emerging economies, those with a salient entrepreneurial identity will choose 

private sector scripts and adopt global sustainability frameworks such as the UN Global 

Compact. Identity enactment, in turn, will initiate further sensemaking such that leaders in these 

organizations will seek to improve triple bottom line outcomes by developing and implementing 

innovative sustainability initiatives. Ongoing sustainability improvements reflect identity 

selection by next generation leaders. Finally, transformation of the organizational culture such 

that sustainability becomes deeply embedded in the organization’s operations, processes and 

overall strategy, indicates identity retention.  

This reasoning, however, needs further refinement since dynamics of the advantages of 

next generation leaders’ entrepreneurial intention and the adoption of sustainability initiatives 

can be expected to differ across countries due to the heterogeneity of emerging markets in terms 

of their institutional and economic development. Hence, we present a matrix that explores the 

role of next generation leaders’ entrepreneurial identity on the successful integration of higher-

order sustainability initiatives into organizational culture (see Figure 3).  

 

Figure 3. Role of Leader's Entrepreneurial Intention in Sustainability Embedded Culture  
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Notes: 

Underdeveloped Emerging Economies. Example: Ethiopia. Frontier Economies. Example: Bangladesh, Jordan, 

Kenya, Kuwait, Lebanon, Morocco, Nigeria, Romania, Serbia, Sri Lanka, Vietnam. Central and Eastern 

European Countries (CEEC). Example: Albania, Bulgaria, Croatia, the Czech Republic, Hungary, Poland, 

Romania, the Slovak Republic, Slovenia, and the three Baltic States: Estonia, Latvia and Lithuania. Newly 

Developed Economies. Example: South Korea and Mexico. BRICS: Brazil, Russia, India, China, South Africa.  

 

 

Quadrant 1 represents underdeveloped emerging economies where a broad consciousness 

for sustainable approaches has not yet developed since citizens’ struggle with satisfying their 

basic economic needs. Ethiopia is an example of an underdeveloped emerging economy, which 

is undergoing transition from state-led economic management to market-led systems 

(Woldesenbet & Storey, 2010). As a result, domestic organizations face challenging political, 

societal, and economic upheavals. Although these uncertainties require active managerial 

sensemaking of internal and external environments, we expect that due to the fewer 

sustainability-related messages they receive, there will be lower utilization of these messages to 

create a sustainability related belief system. Hence, it will be less advantageous for 

entrepreneurial next generation leaders in these economies to pursue sustainability initiatives. 

The second cluster of countries shown in Quadrant 2 consists of frontier economies, such 

as Bangladesh, Jordan, Lebanon, Morocco along with Central and Eastern European Countries 

(CEEC), namely, Albania, Bulgaria, or Romania. Economies in this cluster have already 

achieved a certain level of growth and wealth. However, due to the strength of institutional 

legacies, political ideologies and extant institutional voids that provide a fertile ground for 

corruption, sustainability awareness is less pronounced in these economies. In such 

environments, taking on sustainable initiatives by entrepreneurial next generation leaders that 

gradually become part of the organizational culture may be particularly advantageous to 

differentiate their organizations in terms of sustainability and increase their overall 

competitiveness.  

Next, in Quadrant 3, we include newly developed economies, namely, South Korea and 

Mexico. These economies are at a development stage where institutional and economic growth is 

more balanced. This has already created some consciousness in these societies that resources 

need to be sustained for future generations. We reason that due to the aggressive global 

expansion strategies of domestic firms from these economies, next generation leaders may build 

skills that promote adoption of sustainability practices. However, these will largely be the result 
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of a reaction to institutional pressures from host country consumers and regulators. From a 

sense-making perspective, it might be less advantageous for entrepreneurial next generation 

leaders to pursue sustainability initiatives since cultural factors, such as a high level of power 

distance and uncertainty avoidance may curtail actions.  

Finally, in Quadrant 4, we include the BRICS countries (Brazil, Russia, India, China, 

South Africa). From a sense-making perspective, next generation leaders’ strong entrepreneurial 

orientation should promote the proactive adoption and implementation of different types of 

higher-order sustainability initiatives. Given higher awareness of sustainable approaches in these 

economies, pursuing such embedded sustainability initiatives make it likely that entrepreneurial 

next generation leaders can turn these efforts into profitable business opportunities, which 

increase their competitiveness. 

With privatization in emerging economies, there is a substantial increase in the number of 

domestic multinational enterprises, publicly listed firms and firms with foreign ownership. 

Future research should study how ownership influences sustainability initiatives undertaken by 

next generation leaders. We speculate that next generation leaders of domestic firms with foreign 

ownership will have a more salient entrepreneurial orientation since they are more likely to view 

elements of their environment as opportunities to embed sustainable initiatives into their 

corporate culture at a quicker pace compared with public sector organizations. Our model also 

did not examine the role of sustainability triggers for next generation leaders in different 

industries. Since industries vary in the extent to which they are regulated such as heavily 

regulated extractive industries, future research could seek to refine our model for firms in 

industries that vary in their social and environmental impacts. For example, greater sensemaking 

by leaders in manufacturing industries with higher environmental impact versus the financial 

services industry. Our framework argued that next generation leaders in emerging countries face 

the duality of scripts, i.e. public sector and private sector scripts. However, scripts can be based 

on other rationales e.g. Catholic (orthodox or not) Social Teaching could provide a useful 

contribution in understanding the impact of social values on sustainability adoption (Costa and 

Ramus, 2012) 

 Implications. We propose that next generation leaders with higher levels of 

entrepreneurial orientation are more likely to possess the capabilities or mindset to utilize the 

opportunities for undertaking sustainable initiatives aggressively, effectively, and in an 
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innovative manner to achieve a competitive advantage associated with the triple bottom line 

(Gawel, 2012; Gupta and Kumar, 2013). Moreover, since leaders with greater entrepreneurial 

orientation possess higher levels of innovativeness, proactiveness, risk taking, competitive 

aggressiveness, and autonomy, they are also likely to take actions decoupled from local 

isomorphic pressures, making them more likely to turn opportunities for sustainability into novel 

sustainable initiatives.  

 Instead of viewing the sustainability drivers as forms of constraints that must lead to 

sustainability initiatives due to isomorphic pressures, next generation leaders with greater 

entrepreneurial orientation will view them as opportunities to embed the sustainable initiatives 

into their business model to achieve a unique competitive advantage associated with maximizing 

the triple bottom line. Whereas the former represents much of the view on sustainability typical 

for an environment consisting of developed institutions, the latter view we propose is more 

characteristic of emerging economies.  

By putting entrepreneurial orientation as a driving force at the center of sustainability 

actuation, future research can focus more on how an entrepreneurial orientation can be nurtured 

in emerging countries. We assume that our approach can lead to the establishment of an 

alternative explanatory concept other than the conventional isomorphic pressure approach to 

explain sustainability actuation as a result of intrinsic entrepreneurial orientation aimed at 

establishing a competitive advantage. Our arguments also have theoretical implications for the 

emerging literature on social ventures with dual social and commercial objectives (Pache and 

Santos, 2013). When organizations face competing demands of meeting both social and financial 

goals, individual-level factors, namely, sensemaking by next generation leaders becomes 

relevant. 

Our model suggests that in order to break away from their past and embed sustainable 

initiatives into their business model, and maximize triple bottom line outcomes, the next 

generation leaders who adopt UN Global Compact principles are encouraged to pursue business 

education and participate in leadership development programs that provide sustainability training 

as a part of the curriculum. Additionally, it might be beneficial for globalizing developed country 

multinationals with ethics, corporate social responsibility, and sustainability as an integral part of 

their organizational culture, to work with motivated and energetic next generation leaders to lead 

sustainability efforts in emerging economies. Although, we utilize adoption and implementation 
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of the principles-based sustainability framework, UN Global Compact as the dependent variable, 

other work can examine other dependent variables such as the adoption and implementation of 

other certification based sustainability frameworks e.g. ISO14001. Future studies on the topic are 

encouraged to empirically test the propositions suggested in the paper, as well as explore the 

research avenues mentioned above, in order to extend this line of inquiry 

 Limitations. The framework presented in the paper, nevertheless, has limitations, which 

can be addressed by future studies. As such, the focus of the proposed framework is on the next 

generation leaders, or future change agents. However, acquisition and management of 

capabilities to deal with bureaucracies and routines imposed by previous legacies warrants 

careful analysis and discussion. Furthermore, the role of the previous or existing generation of 

leaders - who may identify more strongly with the past legacy of high power distance, high 

levels of corruption, high uncertainty avoidance, and the public sector scripts - in influencing the 

processes offered in the framework can be analyzed. It is also important to assess microprocesses 

in other emerging economies where leaders have embraced private sector behaviors to assess 

whether next generation leaders in these countries display greater experimentation and an 

accelerated pace in the adoption of sustainability practices.  

 

Conclusion 

We draw on existing knowledge on the environment of emerging economies and connect 

it to possible future scenarios that may encourage greater sustainability orientation by utilizing 

sensemaking theory. We present arguments regarding the role of next generation leaders as 

agents of change in emerging economies who enable adoption of a triple bottom line philosophy. 

We suggest that leaders’ who draw on the opportunities in these institutional contexts by 

intrinsically using entrepreneurial orientation to actuate sustainability by adopting and 

implementing the sustainability principles-based framework, UN Global Compact can be 

regarded a key force driving sustainability initiatives. Overall, our work contributes to scholarly 

understanding of sustainability adoption by integrating the leadership, entrepreneurial orientation 

and sustainability streams of literature. Managerial implications of our work include insights into 

the importance of nurturing entrepreneurial orientation in next generation leaders in emerging 

countries. 
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