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ABSTRACT
Our planet faces serious economic, social, and environmental challenges. Businesses recognize
that environmental benefits can go hand in hand with achieving economic gains. The Sustain-
able Development Goals (SDGs) provide a framework to adapt a company's business practices
to the world's most pressing challenges for sustainable development. Relationships between
the SDGs can be interdependent, and reaching one SDG can contribute to another, but the
relationship may not be applicable vice versa. The purpose of this qualitative research was to
find out how companies deal with the co-benefits and trade-offs between SDGs in their strate-
gic decision-making process. In this single case study, semi-structured interviews were con-
ducted with employees from Evonik Industries, a chemical company from Germany. The re-
sults indicated that companies still struggle to implement the SDGs in their strategies. A com-
pany can counteract this problem by developing an innovative method to integrate the SDGs
into their business practices, thus playing a pioneering role for other companies towards im-

plementing the SDGs.

Keywords: sustainable development, Sustainable Development Goals (SDGSs), strategic deci-

sion, strategic decision-making
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INTRODUCTION
"Do not take this planet for granted — it is the only one we have" (UN News, 2018).

The solution to our planet's severe economic, social, and environmental problems is one of the
main tasks of the present generation and its willingness to hold leaders and decision-makers
accountable (UN News, 2018).

The sustainability paradigm in decision-making processes is the key to enable a viable future
for all. Sustainable development is defined as "[...] development that meets the needs of the
present without compromising the ability of future generations to meet their own needs.”
(WCED, 1987: 43). The growing awareness of emerging generations and the negative conse-
quences of human influences on the world are driving this paradigm shift. This changed mind-
set led to a movement that unites all kinds of voices and leads to demonstrations for pursuing
real and meaningful sustainable action. Over four million activists in more than 150 countries
worldwide stand together and "[u]nite behind science” (News - FridaysForFuture, 2019). Over-

coming the climate crisis is one of the main tasks of the 21st century (Sanson & Burke, 2020).

This demand for change poses significant challenges for politics, society, and the economy. It
raises the question of how companies can incorporate sustainable actions into their companies
without resolving into greenwashing, so-called "purely symbolic practices” (Blome, Foerstl &
Schleper, 2017: 1). Businesses realize that achieving environmental benefits can go in concert
with achieving economic gains. The interdependency of economic, environmental, and social
standards increasingly plays an essential role in companies' strategic decision-making and busi-
ness practices. To act on the path towards sustainable development, individuals, businesses,
governments, and society must make decisions considering short- and long-term effects or out-
comes (Klauer, Manstetten & Schiller, 2013). Companies can relate to sustainability by inte-
grating Corporate Social Responsibility (CSR) in their core business or engage in sustainability
reporting to demonstrate their sustainability efforts and to create transparency (European Com-
mission, 2001). Businesses can also refer to the introduced Sustainable Development Goals
(SDGs), which provide a framework to align business practices towards addressing the world's

urgent sustainable development challenges (United Nations, 2015).

In 2015 the United Nations (UN), currently 193 Member States, declared the SDGs to be an
international framework for the planet and its inhabitants, which are to be implemented by
2030, corresponding to their abilities (United Nations, 2015). The ambitious vision of the SDGs
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is to achieve a sustainable future for present and future generations. Seventeen goals!, including
169 sub-targets, address the worldwide greatest challenges we confront, including the ones
identified with "poverty, inequality, climate, environmental degradation, prosperity, and peace
and justice" (United Nations, 2020).

Companies have a significant impact on sustainable development, on the one hand, as a pro-
vider of solutions and, on the other hand, through their adverse social and environmental ex-
ternal effects (Sala, Ciuffo & Nijkamp, 2015). Rather than taking a narrow, short-term, and
profit-oriented approach, companies can base their engagement on their impact and align their
core business strategies with the SDGs (Nilsson et al., 2018). Therefore, companies need to
consider the SDGs not only in their strategic decision-making process but also in business
practice. Strategic decision-making processes deal with the effectiveness of how decisions are
evaluated and implemented by the company (Mintzberg, 1976). Reaching the SDGs, managers
need to consider the various aspects of sustainability during their strategic decision-making
process and include them in their strategies and practices at the company, business, and func-
tional level (Bonn & Fisher, 2001). The challenge for companies is to overcome trade-offs and
realize co-benefits between the diverse SDGs and to achieve their application in their daily
activities. Relationships between the SDGs can often be interdependent, and reaching one SDG
can contribute to another, but the relationship may not be applicable vice versa (Nilsson et al.,
2018). Businesses should be aware that the wrong application of the SDGs can result in the
company's loss of added value. Companies may have to compromise between SDGs, which
means sacrificing one aspect of an SDG to improve in another if not both can be fully achieved

at the same time (Bowen et al., 2011).

To the best of our knowledge, it is still unclear how the different SDGs play a role in a compa-
ny's strategic decision-making process. Therefore, this research project aims to answer the fol-

lowing research question:

How can the SDGs, including their co-benefits and trade-offs, play a role in a company's

strategic decision-making process?

In order to contribute to the research gap, a qualitative single case study is proposed. For this
purpose, semi-structured interviews were conducted with employees from different depart-

ments of a company. Evonik Industries, a chemical company from Germany, was selected for

1 For further details see Appendix A.
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this research. As a pioneer in the application of the SDGs, the company may set an example
for other businesses to pursue the SDGs as well. The purpose of this study is to find out how
the company deals with the co-benefits and trade-offs between the SDGs in its strategic deci-

sion-making process.

Within the frame of this research, this paper is structured as follows. First, the relevant theory
will be discussed, providing a common understanding of the research field, followed by a de-
scription of the methods applied, the presentation of the findings, and finally, the discussion of

the results as well as the conclusion.

THEORETICAL FRAMEWORK

Sustainable Development Goals

The Agenda 2030 for Sustainable Development, accepted by every United Nations Member
State in 2015, provides a joint proposal for the harmonization and success of the individual and
the planet today and in the future (United Nations, 2020). At the heart of the Agenda are the
17 SDGs, a demanding call for activity by all nations worldwide. The Agenda 2030 expresses
the Member States' determination to "protect the planet from degradation, including through
sustainable consumption and production, sustainably managing its natural resources and tak-
ing urgent action on climate change, so that it can support the needs of the present and future

generations™ (United Nations, 2018).

The idea behind the SDGs includes goals such as ending poverty and hunger in all its forms
and dimensions and ensuring that all people can fully exploit their potential in terms of dignity,
equality, and a healthy environment (United Nations, 2015). At the same time, the SDGs mo-
tivate corporations and governments alike to take immediate action against climate change and
environmental degradation so that the planet can meet the needs of present and future genera-
tions. According to the United Nations (2015), the resources needed to implement the Agenda
2030 will be mobilized through a revitalized "Global Partnership™ for sustainable development,
based on a spirit of enhanced global solidarity, focused on the needs of the poorest and most
vulnerable nations. This should involve all countries, stakeholders, and people (United Nations,
2015).

"The SDGs are integrated and indivisible and balance the three dimensions of Sustainable
Development: the economic, social, and environmental™ (United Nations, 2020). The integra-

tion of these three dimensions urgently requires a new paradigm, as not only do income and
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other social gaps continue to grow, but also the planet's boundaries are violated, and humanity
is increasingly endangered (Weinberger, Rankine, Amanuma, Surendra, & Van Hull, 2015).
As stated by the United Nations (2015), the integrated nature of the SDGs is crucial to achiev-
ing the goals of the new Agenda, which should change the world for the better.

The SDGs aim to "establish a direct link between global goals on the one side and the opera-
tionalization of the human rights agenda and local sustainability (or CSR) on the other side"
(Verboven & Vanherck 2016: 165). The applicability of the SDGs is universally considered in
developing as well as in industrialized countries. The private sector plays one key role in im-
plementing the SDGs. According to Scheyvens, Banks, and Hughes (2016: 372), "the private
sector has particular strengths in implementing the SDGs, including innovation, responsive-

ness, efficiency and provision of specific skills and resources".

SDGs in businesses

Companies can develop and implement new technologies and solutions to address the world's
most urgent sustainable development challenges by implementing the SDGs (United Nations,
2015). Today, society expects businesses to be environmentally mindful and socially respectful
rather than economically viable (Frantz, 2017). Ki-Moon (2020) emphasizes that "[b]usiness
is a vital partner in achieving the Sustainable Development Goals. Companies can contribute
through their core activities, and we ask companies everywhere to assess their impact, set am-

bitious goals, and communicate transparently about the results™.

The SDGs are presented independently of each other (Nilsson, Griggs, & Visbeck, 2016).
While their diversity and scale may seem prohibitive, in practice, the SDGs are often interde-
pendent in socio-ecological systems. Progress towards one goal can drive or influence several
others. According to Nilsson et al. (2016), every company should interpret the SDGs in the
context of their national circumstances and their level of development, so the degree of imple-
mentation of different companies could vary. Differences in geography, governance, and tech-
nology make it challenging to compare the state of integration and use of the SDGs. It is diffi-
cult if companies try to check off the SDGs one at a time or integrate them individually, for
example, due to the lack of resources. Before implementing the SDGs, businesses should be
aware that the wrong application of the SDGs can result in the company's loss of added value
(Nilsson et al., 2016). Therefore, the advantages and disadvantages of the SDGs implementa-

tion should be weighed in advance.
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The pursuit of integrated research and decision-making to promote measures to achieve the
SDGs depends on understanding the interactions between the SDGs, both negative (“trade-
offs") and positive ("co-benefits™) (Nilsson et al., 2018). Relationships between SDGs can of-
ten be path-dependent, and reaching one SDG can contribute to another, but the relationship
may not be the other way around (Nilsson et al., 2016). According to a study by Pradhan, Costa,
Rybski, Lucht, and Kropp (2017: 9), "attainments of SDGs will greatly depend on whether
synergies can be leveraged and trade-offs identified and tackled". The achievement of the SDG
Agenda will strongly depend on whether the identified co-benefits between the goals can be
utilized. Besides, the highlighted compromises, which could be obstacles to the SDGs' achieve-
ment, need to be negotiated and not just structurally influenced by changes in current strategies
(Pradhan et al., 2017).

Following the Business and Sustainable Development Commission (2017), companies should
have the courage to break new ground and pursue an economic model that is not only low-
carbon and environmentally sustainable. At the same time, it should alter poverty, inequality,
and lack of financial access to new market opportunities for smart, progressive, and profitable
companies. These complex challenges require the full and focused attention of governments,
civil society, and business. As stated by the Business and Development Commission (2017),
companies should not only include the SDGs in their strategic planning, innovation, and busi-
ness development but in all their day-to-day activities, to bring the business into line with the
SDGs. This approach extends the business plan of companies, encourages decisions and in-
vestments that bring long-term benefits in the course of the sustainability trend (Business and
Development Commission, 2017). Therefore, in every sector, innovative management methods
are crucial to support the holistic integration of the SDGs into strategic decision-making (How-
ard-Grenville et al., 2017).

Sustainability in strategic decision-making

As stated by Harrison (1996: 47), "[s]trategic decisions are based on the relationship between
a particular organization and its external environment.”. Generally, a strategy determines the
fundamental long-term goals and objectives of a company and adopts procedures with the al-
location of resources that are necessary to achieve these goals (Chandler, 1962). A decision is
defined as a moment in an ongoing process of evaluating alternatives to achieving a goal, where
expectations of a particular course of action cause a decision-maker to choose the one that is

most likely to achieve the goal (Harrison, 1996). Therefore, strategic decision-making as a



groningen

university of / campus fryslan

process focuses on the measures that lead to and support the strategy (Chandler, 1962). It is a
series of actions and dynamic factors that begin with identifying an action stimulus and end
with a specific obligation to act (Mintzberg, 1976). The strategic decision-making process deals
with how effective decisions are linked to the company and how they are validated and imple-
mented (Mintzberg, 1976).

Decision-making implementations are closely related to the decision-making process (Harri-
son, 1996). Every decision-making process should be based on a sufficient analysis of prob-
lems and goals, followed by a comprehensive collection and analysis of information and the
search for the best alternative to achieve these goals (Jann & Wegrich, 2007). This includes the
analysis of costs and benefits of different options and the final selection of the procedure.
Hence, measures must be implemented, and results evaluated against the goals and adjusted if

necessary (Jann & Wegrich, 2007).
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Figure 2: Decision-making process (Harrison, 1996)

The decision-making process (see Figure 2) begins by setting goals that, without exception,
require the search for information from which several alternatives can be developed (Harrison,
1996). These alternatives are compared and evaluated based on applicable criteria, and the
alternative that offers the greatest promise of achieving the goals is usually selected. The se-
lected alternative is then implemented using existing structures, systems, and processes and
then subjected to follow-up and control procedures to ensure a result that is compatible with
the initiated goals (Harrison, 1996).

In order for companies to achieve their sustainability goals, managers must consider the various

aspects of sustainability during their strategic decision-making process and include them in
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their strategies on the company, business, and functional level (Bonn & Fisher, 2011). A prob-
lem for companies is the fact that environmental measures are not clear and, therefore, offer
both opportunities and challenges (Kleindorfer, Singhal, & Wassenhove, 2009). Businesses
need to figure out how to balance competing priorities by evaluating short- and long-term ef-
fects and making decisions under uncertainty. Hence, "[t]hey need to deal with complex and
multifaceted projects that require taking the interests of different stakeholders into considera-
tion" (Bonn & Fisher, 2011: 6). Today's business leaders must take greater responsibility to-
wards future generations and their needs, the environment, and profits (Arora & Rovenpor,
2018). Companies run the risk of causing low morale, skepticism, and poor performance if they
fail to keep pace with the growing concerns and demands of the next generation of managers.
Long-term commitment to sustainability requires that decision-makers address sustainability
concerns in all decision-making processes, especially when there is significant tension between
economic, environmental, and social considerations (Bonn & Fisher, 2011). Dealing with these
tensions by focusing on long-term sustainability results, not short-term financial gains, will

convey decision-makers that sustainability is an essential part of the company's strategy.

Porter and Kramer (2006) argue that strategic investments in sustainability should do more than
just improve public image. Instead, they should lead to innovation, opportunities, competitive
advantages, and ultimately to long-term sustainable development. Nevertheless, top managers
often formulate and implement sustainability strategies without aligning them with organiza-
tional ones (Ahmed & Sundaram, 2012). The difficulty is integrating sustainability into the
strategic decision-making process (Vandaele & Decouttere, 2013). Therefore, innovative man-
agement methods for companies in every sector are crucial to support the holistic integration
of sustainability goals into strategic decision-making (Howard-Grenville et al., 2017). To re-
main competitive and successful, companies must accept the transition to sustainability and
incorporate sustainability into their processes, strategies, and long-term visions (Calabrese,
Costa, Levialdi & Menichini, 2019). Despite the recognized importance, it is still unclear how
sustainability, and the SDGs, in particular, can play a role in a company's strategic decision-

making process.

METHODOLOGY
Research Design
As previously highlighted, this research aims to gain an in-depth insight into the role of the

SDGs, including their co-benefits and trade-offs, in the strategic decision-making processes
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within a company. Since the research question is of open-ended, exploratory nature, it is ap-
propriate to adopt a qualitative method (Denzin & Licoln, 2000; Gephart, 2004). Hence, a
qualitative approach was proposed, carried out in the form of a single case study. The format
of a case study provides an ideal framework to go into depth with single cases and simultane-
ously enables finding collective learnings (Lapan, Quartaroli & Riemer, 2012). In this case, a
single case study especially enables a more profound exploration of the strategic decision-
making processes within a company regarding the implementation of the SDGs. The aim is to
learn from the participants' wealth of experience since they are experts who are actively in-

volved in the field.

Context

The chosen case represents an international company, Evonik Industries AG, with headquarter
in Essen, Germany, operating in the chemical industry sector. Evonik is one of the world's
leading specialty chemists (Evonik Industries, 2020). The company operates in more than 100
countries worldwide and generated sales of €13.1 billion and an operating profit (adjusted
EBITDA) of €2.15 billion in 2019 (Evonik Industries, 2020). Evonik goes far beyond chemis-
try and creates innovative, profitable, and sustainable solutions for customers. "Around 50 %
of the sales generated by [their] chemical segments come from products that make a measur-
able contribution to improving the resource efficiency of their applications™ (Evonik Industries
AG, 2020). More than 32,000 employees work together for a common purpose: they want to
improve life every day. Evonik started recording its positive contributions that its products
have created to achieving the SDGs in 2017 (Evonik Industries AG, 2020). Thereby, they found
that several of their products with a verified sustainability benefit are indeed drivers of growth
for Evonik. Evonik was chosen for the single case study as it represents an excellent example
of implementing the SDGs and can provide interesting insights for companies with the same

ambition.

Data collection

The data for this research was collected through four semi-structured interviews and archival
data. A semi-structured approach leads to a relatively open conversation between the researcher
and interviewee with space for further insight (Breidenstein et al., 2015). This research focused
on four employees with strategic responsibilities as well as those working in the Sustainability
Department concerning the implementation of the SDGs. A detailed description of the partici-
pants of the case study can be found in the following Table 1.
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Organizational focus | Position Duration of Interview
Evonik Industries AG | Head of Corporate Responsibility 00:26:25 minutes
Evonik Industries AG | Corporate Responsibility 00:32:05 minutes

Evonik Nutrition & Vice President of Sustainable Develop- | 00:27:54 minutes
Care GmbH ment Evonik Nutrition & Care

Evonik Industries AG | Consultant in Corporate Responsibility | 00:46:17 minutes
Relations

Table 1: Interview participants overview

The interviews were held online between April and May 2020, recorded, and transcribed ac-
cordingly and ranged in a timeframe of around 25 to 45 minutes. These interviews were con-
ducted via video-calls, by the researcher and representatives of the case study firm. Multiple
employees were interviewed to avoid prejudices, such as confirmation bias, system reasoning,
or over-consciousness (Gudmundsson& Lechner, 2013). The main advantage of personal in-
terviews is that they involve direct contact between researchers and respondents and eliminate
non-response rates. Audio recordings and transcripts of the interviews were made after receiv-
ing the respondents' written consent?. All participants had the opportunity to withdraw from
the research at any time and, for ethical and confidential reasons, were only represented with
their job title. Some questions have been prepared so that the researcher can guide the interview
to connect with the research objective®. These questions focused on the respondent's job de-
scription, the company, and the role of the SDGs in their strategic decision-making processes.
This should lead to a relatively open structure with much space for further development and
create an accurate database to take different perspectives into account (Gudmundsson & Lech-
ner, 2013). This research aims to collect and obtain relevant and high-quality data and not only
focusing on the quantity of data. It is based on the concept of theoretical sampling. This method
is distinguished by the systematic examination and simultaneous evaluation of the material
(Gotzo, 2014). Theoretical sampling indicates that data collection and evaluation are not con-
sidered separately but represent related processes (Clarke, 2012). The goal is not only to make
a wide range accessible but also to create a research framework where detailed data on the

material and potentially excluded aspects can be obtained (Clarke, 2012). Additionally, ar-

2 For further details see Appendix B.
3 For further details see Appendix C.
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chival data for this research was collected through the Sustainability Report 2019 of the com-
pany and its homepage. These secondary data sources were used to triangulate the interviews

to improve the internal validity and reliability of the case study.

Analysis of the data

The analysis of the data began as soon as there was data available. Here it will be stressed how
the obtained datasets were handled and how it was made accessible. For this research, an ab-
ductive method of analysis was applied where first, second, and third-order codes were derived
(Gioia, Corley & Hamilton, 2013). An abductive analysis is a methodical approach towards the
analysis of the data aimed at complementing theoretical constructions (Bell, Bryman & Harley,
2019). This approach focuses on the development of atypical and unexpected empirical obser-
vations against the background of existing theories. This method requires a continuous cycle
of dual fitting data and theories. Abductive reasoning is a theoretical prediction based on the
interplay of current hypotheses and evidence when irregularities or unexpected results occur
(Gioia et al., 2013). When current theories take full account of empiric observations, the re-
searcher has confirmed the existing theory. This approach implies three coding phases: open,
axial, and selective coding (Gioia et al., 2013). The first step (open coding) is used to identify
relevant topics within the material and establishes comparability between the different inter-
views. The second stage (axial coding) extracts the gained information from their chronological
order and enables a thematic order and thereby creates new links between previously unrelated
data. In the third step (selective coding), the here found results will be compressed in core
categories (Strauss & Corbin, 1999)* Once the data was coded, conclusions were drawn re-
garding the research question. The key responses in terms of relevance that overlap among
participants were considered significant. The conclusions were critically evaluated and linked
to the previously discussed theories regarding the SDGs, their role in businesses, and sustain-

ability in strategic decision-making.

FINDINGS
Sustainability at Evonik
Evonik Industries AG is one of the world's leading specialty chemical companies (Sustainabil-
ity Report 2019, 2020). As a requirement for Evonik's future success, sustainable business

practices, and responsible behavior are key elements of their business model. The company

4 For further details see Appendix D.
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supports its sustainability efforts across the value chain in intense interaction with its stake-
holders. Evonik’'s manufacturing processes and the products and services they provide also take
into account the supply chain and the product benefits for both suppliers and their customers.
Furthermore, the company has seen a growing demand for products that display the right bal-
ance between cultural, ecological, and social factors. Evonik's sustainability areas include
Strategy and Growth, Governance and Compliance, Value chain and Products, Environment,
Employees, and Safety. Currently, Evonik is actively implementing its recent Sustainability
Strategy 2020+. Some of the main aspects are the incorporation of sustainability into strategic
management processes, the carbon pricing for all projects, and ambitious goals for reducing
CO2 emissions as well as the development of global water management. As part of this strat-
egy, the SDGs were integrated into the company's sustainability goals for the first time (Sus-
tainability Report 2019, 2020). Before that, the SDGs were only listed separately on the com-
pany's homepage or the special SDG report.

Evonik's first response to the SDGs framework was quite positive as they saw them as "very
hands-on and very practical and very pragmatic.” (Head of Corporate Responsibility). Evonik
has included the SDGs in its processes because the initiators of the SDGs also emphasized that
these goals can not only be achieved by the countries alone but that companies make a signif-
icant contribution to achieving the SDGs. In their opinion, the SDGs "[...] should be such
guidelines that should pave the way to better participation in prosperity and economic devel-
opment for the whole world.” (Consultant in Corporate Responsibility Relations). Evonik be-
gan to document the vital impact generated by their products and services to the SDGs in 2017
and "[...] in the first step [...] we just tried to explain our impact on each and every one of those
SDGs [...]" (Head of Corporate Responsibility). Evonik further continued to develop an in-
depth analysis of the SDGs over the next years. The company evaluated which products and
services it offers and how they can be linked to the specific SDGs. If a particular SDG has a
significant positive or negative impact on or by Evonik, the goal is relevant for the company.
In order to decide which SDGs are relevant for Evonik, the company additionally takes into
account the assessment of their external stakeholders and the results of their materiality analy-
sis of their business processes. Subsequently, the most relevant SDGs for the company are
Responsible Consumption and Production (Goal 12), Climate Action (Goal 13), Good Health,
and Well-Being (Goal 3), as well as Clean Water and Sanitation (Goal 6) (Evonik Industries
AG, 2020) (see Figure 3). These relate to the "importance for our business in terms of turnover

and strategy and growth ambitions [...]" (Head of Corporate Responsibility). As Evonik states



Eﬁ U.anGI'SltY of campus fryslan
v / groningen / 13

in their Sustainability Report 2019 (2020), "[m]ore than 80 percent of our sales already make
a positive contribution to achieving the SDGs and around 60 percent have a positive effect on

the four SDGs identified as being particularly relevant for Evonik."

; Internal
stakeholder
view 12 RESPONSIBLE 1 CLIMATE
CONSUMPTION ACTION
External AND PRODUCTION
stakeholder

Sales

3 600D HEALTH 6 CLEAN WATER
AND WELL-BEING AND SANITATION
Innovation i

growth fields

Figure 3: Visualization of Evonik's group relevant SDGs (Evonik, 2020)

Furthermore, the case study participants emphasized that the workforce of Evonik mostly re-
sponds positively to the SDGs and tries to incorporate these goals into the business processes.
Nonetheless, it is still a question of personal mindset to what extent the SDGs are included in
the company's strategic processes, since "[a]s long as you have a separate sustainability strat-
egy in your company, you have not actually got where you should be." (Consultant in Corporate
Responsibility Relations). The company's Management Board currently sees no need to merge
the sustainability strategy with the corporate strategy. Until now, there is still a separate sus-
tainability department that deals with the implementation of the SDGs and tries to integrate

them into corporate processes.

SDGs in strategic decision-making

According to the participants in the case study, the SDGs currently only play a secondary role
in the strategic decision-making processes at Evonik. It is still challenging for the company to
implement the SDGs into their business strategies and quantify their impact generated towards
the SDGs. As stated by the Vice President of Sustainable Development Evonik Nutrition &
Care, "[t]he SDGs directly do not have a large role [in the strategic decision-making processes
of Evonik], it is more the sustainability topics, where we believe we can make a difference.
Moreover, they, of course, relate to the SDGs.". When making individual decisions, the com-

pany does not always use the SDGs to evaluate different options and make specific decisions.
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Nevertheless, as stressed by the participants, Evonik is aware that its corporate practices can
have a critical effect on the SDGs in some ways. For all portfolio evaluations, Evonik ensures

that the SDGs are integrated into the evaluation process as a fixed factor.

A company always has to make decisions about compromises in business processes that regard
synergies and trade-offs. Evonik, for example, produces animal feed for agriculture. Though,
there is currently a debate about the extent to which meat should still be accepted in society at
all. Evonik thus has to deal with conflicting views. In this case, these trade-offs are not made
at the SDG level, but at a specific topic level. According to the respondents, these decisions
are usually made at a level of detail that is not discussed in the SDGs. The SDGs do not yet
reflect any precisely measurable criteria for companies and how they can be integrated into the

company's decision-making process.

Assessment of the SDGs
In order to integrate the SDGs in their strategic making process, Evonik identified which SDGs
were most relevant for them. Regarding the Portfolio Sustainability Assessment (PSA) of the
World Business Council for Sustainable Development (WBCSD), Evonik has developed a
methodology based on qualitative and quantitative criteria to identify relevant SDGs for their

company (see Figure 4).

For the assessment of this method, particular attention was paid to the sub-targets of the 17
SDGs. Of course, Evonik is aware that they should not just report the positive effects of their
company on the SDGs. Based on the insights of their materiality analysis, the company first
looked at the results of their sustainability analysis for each product, linked this to their strategic
growth behavior, completed by the statements from stakeholder dialogues. An SDG is relevant
for Evonik if there is a significant positive or negative impact on or by them. This impact may
be either absolute or relative (i.e., as opposed to the influence of an equivalent product in place).
Evonik does not just analyze the SDGs separately or makes a specific business decision that
pays off for a specific SDG. The point is that every solution or product the company develops
goes through an evaluation phase, and the SDGs are an integrated fixed factor. This enables
the company to see where there are positive and negative effects on certain SDGs along the
value chain and beyond their processes. For co-operating companies that were defined on the
Product-Application-Region-Combination (PARC) level, the value chain's positive and nega-

tive effects were also identified. In a stepwise approach, the related PARCs were evaluated on
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the level of revenue and corporate strategies (including their growth engines and product de-
velopment areas). Additionally, the company took into consideration the opinions of their ex-

ternal stakeholders and the findings of their materiality analysis.
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Figure 4: Visualization of Evonik's methodology to identify group relevant SDGs (Evonik, 2020)
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According to the Head of Corporate Responsibility, "[y]ou cannot just simply choose one SDG
that you like better than the other, but it is really the question of what is material to your
specific business.”. Concerning Evonik's strategic decision-making process, the company has
to prioritize different SDGs (Head of Corporate Responsibility). Using its developed method-
ology, Evonik created a ranking of the most significant SDGs. These are now the four group-
relevant SDGs (the SDGs relevant for the company). In the order of their ranking, these are
SDGs 12, 13, 3, and 6 (see Figure 3).

Evonik is aware that they want clarity about the materiality of sustainability issues. This means
that they take into account the relevance for their stakeholders and their business concerning
sales, costs, and infection neutralization of assets as well as the possible effects of these. The
participants' statements emphasized that they deal carefully with sustainability issues, make

conscious decisions, and only consider the SDGs relevant for the company.

Synergies between SDGs
Until now, as highlighted by the participants of the case study, Evonik has so far not considered
synergies between SDGs concerning their strategic decision-making processes. On the other
hand, they have noticed that there can even be some conflicts or trade-offs between multiple
SDGs. If there is, for example, "SDG 1, fighting hunger in the world and you have an SDG like
water consumption, that may be a conflict of interest between the goals, those targets.” (Head
of Corporate Responsibility). According to the interviewees, Evonik's focus is not on synergies
between the SDGs, but on how the SDGs affect the company in terms of sales and tangible
business effects. As stated by the Employee in the department of Corporate Responsibility,
"[...] it can, of course, be that different product classes contribute to both one SDG and the
other SDG.". In this case, it should ideally be a positive contribution in both cases, but these

can still not be considered as synergies between different SDGs.

Furthermore, "[Evonik] already knows that there are many interdependencies or that one leads
to the other. But there are no, no very specific considerations about it now [...]" (Consultant in
Corporate Responsibility Relation). However, according to the Vice President of Sustainable
Development Evonik Nutrition and Care, "we look at synergies between different organiza-
tions" rather than between SDGs. Even though there may be dependencies and synergies be-
tween the various SDGs, Evonik has not yet actively included these synergies in its strategic

decision-making processes.
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Difficulties towards implementing the SDGs
Evonik had to deal with several difficulties when integrating the SDGs into its strategic deci-
sion-making processes. First, the company struggled to balance the various SDGs. The re-
spondents mentioned that the individual SDGs themselves are not problematic, but that the
balance between them is particularly challenging, also regarding the trade-offs. Second, the
company struggled to integrate the SDGs into its decision-making processes, as many SDGs,
even at the target level, were not specific enough to be implemented. This was caused by the
fact that, according to the respondents, the SDGs are more intended for policymakers and gov-
ernments. It is, therefore, difficult to transfer some of the SDGs to the company level. This
makes it challenging for companies to integrate the SDGs and requires companies to design
their own implementation methods. Third, it was a constant struggle for Evonik to show the
effects of its solutions on the SDGs at the consumer or primary level. This was because Evonik
is at the top of the value chain and works more in business to business markets. As a result,
Evonik, for example, does not always have an overview of the extent to which other actors in
its supply chain are implementing sustainability. However, they want to change this in the fu-
ture. Nevertheless, the implementation of the SDGs in the strategic decision-making process is

still difficult, since they were not created based on the specific application by businesses.

Future Development

The future of Evonik's strategic decision-making processes will not only involve integrating
the SDGs into their business processes. The company will increasingly discover that external
stakeholders, investors, and capital markets respond quite positively to their actions. At the
moment, the discussion about sustainable finance is also about the SDGs being the currency
that will be known in all industries. According to the interviewees, there is a good constellation
of SDG goals and SDG indicators. However, the SDGs still lack precise guidelines for compa-
nies to implement in their business processes. According to the Vice President of Sustainable
Development Evonik Nutrition & Care, "[...] what would need to happen is, SDGs would need
to have more business-relevant indicators which then could be connected to the non-financial
disclosure of businesses.”. It is therefore essential that "[...] there will be a continuous review
[of the SDGs]" since it cannot be said that the company can focus on the same group-relevant
SDGs at all times (Corporate Responsibility Employee). Evonik's goal for the next reporting is
that they can quantify their contribution to the respective SDGs and, of course, in particular to

their group-relevant SDGs.
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DISCUSSION

Results

This research aimed to generate knowledge on how the SDGs, including their co-benefits and
trade-offs, play a role in a company's strategic decision-making process. The SDGs should
enable businesses to create and incorporate new technologies and strategies to tackle the
world's most pressing sustainable development issues (United Nations, 2015). Nevertheless,
the achievement of the SDGs depends fundamentally on the perception of the relations between
the SDGs, both negative (“trade-offs") and positive ("co-benefits"), and how they are integrated

into a company's strategic processes (Nilsson et al. 2018).

The SDGs as an orientation tool
The case study demonstrated that it is still difficult for companies to understand how the SDGs
can be integrated into the strategic decision-making processes and how they can be set into
relation to each other. However, the results of the interviews indicated similarities in the initial
response to the integration of the SDGs in Evonik's business processes. Among other things, it
was highlighted that the idea behind the SDGs, to align their business practices to tackling the
world's most pressing challenges for sustainable development, is already being implemented
in the company (cf. United Nations, 2015). Evonik is mainly concerned with sustainability and
tries to integrate the SDGs into its business processes from the beginning. This also goes in
line with Frantz's (2017) argument that today's society expects companies to be environmen-
tally conscious and socially respectful and not just economical. Companies must act sustaina-
bly and integrate this into their strategic processes to be able to participate in the market ac-
tively. Managers need to recognize the various aspects of sustainability during their strategic
decision-making process and incorporate them into their strategies at the company, business,
and operational level (Bonn & Fisher, 2011). As it turned out, Evonik initially focused on all
SDGs and tried to show their impact on the SDGs on the products and services they offer. A
broader approach towards integrating the SDGs might be more specific to the sustainability
context, in which the SDGs could act as a kind of orientation tool. Therefore, this research
contributes to the literature on sustainability in strategic decision-making processes (cf. Harri-
son, 1996). The SDGs could be seen as part of an ongoing process of evaluating alternatives to
achieving a goal, where expectations of a particular course of action cause a decision-maker to
decide which SDG is most likely to achieve the respective goal. Therefore, strategic decision-

making as a process, including the group-relevant SDGs, could focus on the measures that lead
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to and support the strategy (cf. Chandler, 1962). The group-relevant SDGs could help compa-
nies set future goals, including how they affect the SDGs before making decisions or determine

general priorities before the decision-making process begins.

Specifying group-relevant SDGs and developing measurable SDG criteria
Nevertheless, as the investigated case highlighted, the SDGs are very general and do not con-
tain precise instructions on how they can be implemented by companies in their strategies.
Therefore, it is difficult to specify what impact the company can have on each SDG and how
the business decisions can help achieve the SDGs. In existing literature regarding the integra-
tion of sustainability in the strategic decision-making processes of a company, it is also argued
that top managers often formulate and implement sustainability strategies without aligning
them with organizational ones (Ahmed & Sundaram, 2012). It seems challenging to integrate
sustainability into the strategic decision-making process (Vandaele & Decouttere, 2013). The
results of this research are in line with this argument as it was also pointed out that Evonik had
trouble integrating the SDGs. That is why the SDGs only play a secondary role in the strategic
decision-making process. Therefore, as stated by Howard-Grenville et al. (2017), innovative
management methods for companies in every sector are crucial to support the holistic integra-
tion of sustainability goals into strategic decision-making. Making the effects of sustainability
measurable can be aligned with the literature on strategic decision-making. However, it is ar-
gued that this is difficult. The real problem for organizations is that the effects of environmental
measures are not entirely clear and can offer both opportunities and challenges (Kleindorfer et
al., 2009). Companies must, therefore, figure out how to balance competing priorities by as-
sessing short- and long-term effects and possibly making decisions under uncertainty. The gen-
erated results show that Evonik began developing its own methodology to determine which
SDGs are relevant to the company, including measurable criteria. It could certainly be an ad-
vantage for the company that they only filter out their group-relevant SDGs since they do not
run the risk of ticking off the SDGs one by one like other companies (cf. Nilsson et al., 2016).
Evonik may, therefore, only deal with the integration of the other SDGs superficially. In this
way, an extra step in the strategic decision-making process may be to decide which SDGs fit
the business most (cf. Jann & Wegrich, 2007). With their established methodology, Evonik can
also evaluate the extent to which they have negative and positive influences on the respective

SDGs and how they can relate this to their strategic decision-making processes.
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Evaluating SDGs synergies and trade-offs
According to current theories, the achievement of the SDGs is mostly dependent on whether
synergies can be used and compromises identified and addressed (Pradhan et al., 2017). How-
ever, it is also interesting that synergies between the SDGs currently do not play a significant
role at Evonik and that the interviewees only specify conflicts between the SDGs. This could
be related to Evonik's decision-making process, as they are currently focusing on determining
the respective impact on the group-relevant SDGs rather than taking a closer account of the co-
benefits between them. Furthermore, Evonik concentrates on how the SDGs can support the
company in terms of turnover and business effects. The focus, in this case, might be more on
selecting specific SDGs rather than on how different goals can be combined. Therefore, the
study complements the literature on the SDGs by emphasizing that while there may be syner-
gies between them, it is challenging for companies to use and integrate them into their strategic

decision-making process actively (cf. Kleindorfer et al., 2009).

The results generated show that Evonik is focusing on finding synergies between organizations
in implementing the SDGs in their strategic decision-making process, which is also highlighted
in the previously elaborated literature (cf. Harrison, 1996). This could indicate that the com-
pany needs to act more broadly than to focus on the individual organization and its decision-
making to find synergies between different SDGs. Current strategic decision-making literature
argues that the focus of a company should be on an inside-out rather than an outside-in ap-
proach (Harrison, 1996). The company's idea may be that it wants to have an impact on their
external environment and the SDGs, but that these in return can affect them or help them to
implement the SDGs in their business strategies. This could result in a process that can not only
help the company alone but also involve other actors and enable a continuous exchange be-

tween them.

Continuous evaluation of the SDGs
In addition, Evonik's strategic decision-making process to integrate the SDGs may be less lin-
ear, as suggested in the strategic decision-making literature (cf. Harrsion, 1996). It is more of
an ongoing assessment, as it became clear throughout the case study that no one-off decision
about the SDGs can be made. This might be because Evonik is in the process of specifying
which positive and negative contributions they make to the SDGs. It is also questionable
whether Evonik will always adhere to its group-relevant SDGs, as the corporate structure and

the economic situation could change continuously. The integration of the SDGs into strategic



groningen 21

university of / campus fryslan

decision-making is, therefore, not a linear process with only one goal, but rather a continuous
evaluation that can be adapted at any time.

Recommendations

In the current discourse, it is still unclear how companies can effectively align the SDGs with
their strategic decision-making processes. In order to gain a better understanding of how com-
panies can integrate the SDGs into the strategic decision-making process, the following frame-
work was created (see Figure 5). It is intended to be a guide for international companies that
want to act more sustainably and implement the SDGs in their processes. The model derived
from the concept by Harrison (1996) and was extended based on the results of the case study.
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Figure 5: Visualization of the strategic decision-making process including the SDGs (Own illustration)

According to the developed model, in the first step of the decision-making process, where the
SDGs are integrated, companies should familiarize themselves with the targets of the SDGs
and use them as an orientation tool towards setting managerial objectives. This enables them
to evaluate all SDGs aspects before focusing on specific objectives. Afterward, convincing
alternatives and possible implementations for current strategic decision-making processes
should be discussed, and group-relevant SDGs can be determined simultaneously. Specifying
group-relevant SDGs of the company might make it easier for them to indicate negative and

positive impacts they have on the respective SDG. External stakeholders should also be in-
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cluded in this strategic decision-making process since they are also decisive for its implemen-
tation. In addition, external stakeholders can also influence the integration of the SDGs in re-
lation to the decision and how it will later affect the company. Subsequently, a company can
develop company-specific measurable SDG criteria to ensure the group-wide implementation
of the SDGs and compare and evaluate arising alternatives. Before choosing which decision to
implement, a company should evaluate the synergies and compromises between the group-
relevant SDGs to ensure that it has considered possible outcomes, positive and negative. Nev-
ertheless, these should be evaluated throughout the whole process. Once the decision has been
made in the process, the implementation is followed up and controlled. Finally, with every
decision implemented, the SDGs should also be re-evaluated whether the company could con-
tribute to others or whether the goal has changed concerning the group-relevant SDGs. How-
ever, this step should be considered throughout the process. By integrating the SDGs into their
strategic decision-making process, a company can align its business practices with the achieve-

ment of the SDGs and incorporate sustainability into its processes.

Limitations and Future Research

This research also faced some limitations that have to be taken into account and can be recon-
sidered and possibly developed in future research. The results presented are limited due to the
specificity of the analysis. In terms of the research method, it must be acknowledged that pos-
sible results that stem from a small sample of one case cannot be generalized per se and there-
fore limits the proposal (Harry & Lipsky, 2014; Thompson, 2011). However, this is by design
because theoretical samples are tailored to an in-depth and pragmatic analysis (Bryant, 2009).
Based on the concept of Grounded Theory by G6tz6 (2014) and Clarke (2012), theory and

practice can be linked by focusing on individual experiences and knowledge of the individual.

Further, within the company itself, it was only able to investigate four perspectives. Therefore,
the answers could vary across further actors from different departments within an international
company. The small number of interviews is partly due to the outbreak of COVID-19 since, in
this case, possibly additional participants had to set other priorities. It also limited the ability
to conduct the interviews face-to-face. Nevertheless, given the temporary circumstances, the
selection of online interviews opened up new opportunities to bridge the geographical distance.
However, this research aimed not to reach a high level of generalizability but to provide other
scholars with an initial foundation of the chosen topic and provide informative value for prac-
tice (Johnson, 1997).
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Future research could, therefore, examine how a company can benefit from the integration of
the SDGs, for example, by maximizing profits or gaining a competitive advantage. It could
also be examined how companies could work together to achieve the SDGs, how thus more
transparency can be created along the entire value chain and to what extent the SDGs are im-

plemented within all parties involved.

CONCLUSION
This qualitative research, in the form of a single case study, examined how the SDGs, including
their co-benefits and trade-offs, play a role in a company's strategic decision-making process.
After reviewing the available literature on the SDGs, their role in companies, and their integra-

tion into strategic decision-making, the analyzed case highlighted some surprising results.

The study emphasized that there are certain obstacles for companies to implement the SDGs in
their strategies. A possible reason may be that the SDGs were not specifically designed for
companies and do not contain any explicit business-related criteria for their implementation.
Therefore, it is still difficult for enterprises to recognize synergies between the SDGs. By de-
veloping innovative methods and using them to integrate the SDGs into their decision-making
processes, a company can contribute to the implementation of the SDGs throughout the busi-
ness. Thus, the enterprise can better quantify co-benefits and trade-offs between the SDGs. In
this case, Evonik emphasized the extent to which it can contribute to individual SDGs and work
with its external environment towards integrating the SDGs into its strategic decision-making
processes.

This research provides other companies with valuable insights for the integration of the SDGs
into their strategic decision-making processes by addressing the most important challenges and

possible solutions for the SDGs practical implementation.
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APPENDIX A: Overview of the SDGs
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Figure 1: Sustainable Development Goals (United Nations, 2015)
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APPENDIX B: Consent Form

CONSENT FORM

Your Consent and Understanding to Participate in a Case Study

Dear

29

You are invited to take part in an interview as part of a master thesis, delivered within the

master program Sustainable Entrepreneurship at Campus Fryslan, University of Groningen.

The interview has the purpose to conduct research aiming at identifying how the company deals

with the co-benefits as well as trade-offs between the SDGs in their strategic decision-making

process.

By consenting to this interview, you acknowledge and agree to the following:

- For the purpose of conducting research, the interview will be recorded, transcribed and

analyzed. Recording and transcription will not be used for any other purpose besides

conducting the research. The recording will be deleted after transcribing the text.

- The transcript of this interview will be submitted to you for review and approval prior

to its submission.

- The transcribed data will be anonymously stored on a secure drive.
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- The interviewer can use your interview as input to investigate how the SDGs can play
a role in a company's strategic decision-making processes.

- The results of the research will be used in a Master Thesis in the master Sustainable
Entrepreneurship of Campus Fryslan and will be presented on the Campus Fryslan Cir-
cular Minds Conference.

- The participant has the opportunity to withdraw from the research at any time.

- The names of the participants will not be published. The participants will be identified

with their function.

This interview is supported by the student's professor (University of Groningen, Campus Frys-

lan).

Interviewee Name:

Business Name:
E-Mail Address:
Signature:

Date:

Student Name:

Signature:
Date:




groningen 31

university of / campus fryslan

APPENDIX C: Interview Guide

Introduction
1. What is your position in the company?
2. How would you describe what you do exactly?
a. What is your role in the strategic decision-making of the company?
b. Can you describe a strategic decision at Evonik in which you recently partici-
pated?
About the SDGs and the company

3. What was Evonik's initial response to the SDGs?

4. How does a company go about addressing such a large number of goals and targets?
Do you have to prioritize, or should you engage with all of them?

5. What is the role of the SDGs in Evonik's strategic decision-making process?

6. What is the role of the SDGs in Evonik's goal setting?

a. Are some SDGs prioritized over others in Evonik's goal setting?
b. Does Evonik look for synergies between the SDGs in its goal setting?

7. When making a strategic decision, do the SDGs play a role when choosing between
different alternatives? Are sometimes alternatives chosen that prioritize particular SDG
goals over others?

8. Can you describe a strategic decision in which the SDGs played an important role?

9. What do you think about the criticism that they can be difficult for businesses to navi-
gate and translate?

10. How has Evonik taken practical steps in support of the SDGs?

11. Are there any SDGs that are particularly promising for the business? Which ones?

12. And do you recognize any of the SDGs as particularly problematic?

Outlook

13. How do you think the SDGs will play a role in future strategic decisions at Evonik?

14. Do you think some SDGs will play a more important role than others in future strategic
decisions and when yes which ones?

15. Are there any unspoken thoughts? Is there anything you would like to add?

Thank you for your time.
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APPENDIX D: Coding overview

Sustainability Report & Homepage Evonik

Quotes
About the Company
General Information "Evonik is one of the world's leading specialty chemicals companies.”
Sustainability areas of action Strategy & growth, Governance & compliance, Value chain & products, Environment, Employees, Safety
SDGs and Evonik
General introduction "In 2017. we started to document the positive contributions made by our products to achieving the SDGs and publish them on our website."

“In fall 2015, the General Assembly of the United Nations adopted 17 Sustainable Development Goals (SDGs), which it aims to achieve by
2030 through a between 2 industry. and society. For a number of years Evonik s intensely dealing with
the SDGs. In 2017, we therefore started to systemnncally examine and present the contribution made by our products to achieving the SDGs.
In the course of this, it became clear that many of our products with distinct sustainability benefits are also clear growth drivers. In 2018 we
have developed our own 2y based on qualitative and q ive criteria supp: us to identify the most relevant SDGs for the
Group."

Assessment of the SDGs

"[...] in 2018 we developed our own methodology to identify the SDGs that are especially relevant for Evonik.”

"In this context, we paid special attention to the sub-targets of the 17 SDGs. A SDG is xele\am for us if lhele is a significant positive or
negative influence on or by Evonik. For the b defined at the Product- (PARC) level. we have
determined the positive and negative impacts along the value chain. In a multi-step process. the relevant PARCS are w eighted on the basis of
sales and corporate strategy (inclusion in our growth engines and innovation growth fields). We also take account of the views of our
extemnal stakeholders and the results of our materiality analysis."

- relevant for Evonik "An SDG is relevant for us if there is a significant positive or negative influence on or by Evonik."
"We have ped a multi-step 2 process to Evonik's influence. Our entire portfolio has been divided into product-
application-region combinations (P2 -\R(‘ s). We have analyzed the value chains for these PARCS (upstream. gate-to-gate, downstream) in
- business relevant criteria relation to the SDGs and their sub-targets to see whether there is any positive, neutral or negative influence on or by Evonik. PARCs that

influence the SDGs along the value chain and are part of one of Evonik's growth engines or innovation growth fields were also taken into
account for each of the SDGs."

- criteria of particular relevance for external stakeholders "Other criteria used in this prlocess were the significance of the SDGs for key Evonik stakeholders and the results of our materiality analysis."
& "SDG 12 and production. SDG 13 Climate action, SDG 3 Good health and well-being, SDG 6 Clean water and
- consolidation and reporting sanitation” = s

"More than 80 percent of our sales already make a positive contribution to achieving the SDGs and around 60 percent have a positive effect
on the four SDGs identified as being particularly relevant for Evonik."

Strategic Decision-Making and the SDGs

Relevance of the SDGs "We are always aware that our business activities can have critical impacts in some cases.”

Interview 1

Quotes

About the position in the company

Position of the interviewee "T am heading Evonik s Corporate Responsibility Department for five years now"

Rule in the strategic decision-making pnocess " [...] it is our turn to just access the benefits, dhm. the effects of our products and selutions in the market."

"And we do this in four different fields of action. One and the most prominent is just making the effects of sustainability
meastrable. And second is to make those effects visible then, not in terms of comnumication but more in terms of taking part in
Fields of action regarding sustainability in the company relevant ratings and rankings. Our third field of action is business integration. So. not just knowing about sustainability facts but
integrating those, &hm. methodologies into business and business steering. And last but not least, the fourth action field is
networking. so. sharing knowledge and best practices internally as well as with other companies and in-dustries."
SDGs and Evonik
"Back then when the Sustainable Development Goals came out it was hard to tell in how far they would differ from the
_ Millenium Goals that we had so far."
"And soon it was a quite positive surprise when we saw how much more effects momentum these SDGs gained over the years.
And then trying to. you know. play around with the SDGs ourselves and seeing how it is related to our business. We found it very
_ hands-on and very practical and very pragmatic.”

Introduction of the SDGs

"[..] but it’s part of the truth that the SDGs influence our business as well, that is one thing."

"And first, you look at how this evolved, you will see that in the first step when we first dealt with the SDGs. we just tried to
explain our impact on each and every one of those 17 SDGs in the first step. And then in the second step were this materiality
analysis and then found the four SDGs that are the most important for our business in terms of tumover and strategy and growth
ambitions and so on."

SDGs in strategic decisio

"The first thing that we as a company have to do s just to translate this into business action, which 1s a bit different from the
government affairs there

Integration of the SDGs

"[...] integrate this nto your steering pro-cesses. into your strategy process."
"] you must have pxiunties within the SDGs, ulhem ise the} are definitely useless. So, I mean the SDGs standing for

government, not companies.”
there are even some conflicts between several SDGs. |

Priorities of the SDGs

"1 guess there are not really synergies to the SDG; in fact qune fran
| And the mothers and fathers of the SDGs were quite aware of this fact.”
"For exauple. if you take SDG 1, ﬁghmm unger in the world aad you have an SDG like water con-sumption, that may be a

Synergies between the SDGs

"So. it is not so much about the synergies. s but it is about the qu queaunu on. how do several SDGs relate to y your our business in terms of
tumover and concrete business effects. That is why you cannot just simply choose one SDG that you like better than the other,
but it is really the question of what is material to your specific business. And that's not something to just voluntarily choose form.
| but it is something that you can read from your sales numbers and process routines.”
"It is not just that we do a strategic decision by assessing the SDGs and then boiling down. trigger down to a certain decision, but
Choosing between different altematives it is more that, within the single categories. that we use in our strategy process the SDGs are one fixed factor. So, for all the
| portfolio assessment that we do, we make sure that the SDGs are integrated into this process.
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T mean it 1s one tl.umz is that it is not a one-\\ay street it’s not Just usasa «.mnpany having ng effects on the SDGs, butit's a part of
the truth that the SDGs influence our business as well. that is one thing. And the second is that we have to take into acconnt that
there are positive and negative effects. So, it is not that easy and needs a closer assessment of these points. And being really true
to yourself and not just claiming to be, you know, a savior for some aspects and hiding that you have maybe negative aspects in
other categories.” S —— —
“That is why you cannof just simply choose one SDG that you like better than the other, but it is really the question of what is
Assessment of the SDGs material to your specific business. And that’s not something to just voluntarily choose form, but it is something that you can read
from your sales numbers and process routines.
"[...] whatever solution or product we 1eco|ru1|g up with, we are going lhmugh an as-sessment stag stage and at the end cl ch:mmg this
product [...] is class A, B. C or D. Depending on its sustainability ranking. And doing so the SDGs are one major factor. So,
where we jusl see where are positive and negative effects on certain SDGs along the value chain not just within our own

for that that we developed together with other major cl emical ¢ compames on thep tform of WBCSD.

Ihe \Vﬂlld Business Council Sustainable Development. That framework is called PSA. Portfolio Sustainability Assessment. The
idea behind this is that you classify your whole portfolio in a number of product classes or as we call them product applicatio
region combinations. So, you look at a certain product, a specific application, a certain region. And then you have a, you know.
single categories spanning from regulatory requi needs average d to benefits compared fo average
products in the markets, SDGs benefits or internal standards, things like that and yeah each and every of those eighth single
categories then is analyzed separately. And in the end. you get to the classification of. you know. A products to B products at
| least, classifying the sustainability performance of what we do."

"That’s a standardized part of our strategic decision-making. Because on that. on the basis of that melhodologv We can now sa; say
that about 30% of our portfolio products are those A products with a proven sustainability benefit that is above average in the
market."

"[...] it is always a matter of really the balance that you get to and it’s not that one SDG is problematic or more change-driven in
itself."

Difficulties

Further Outloc

...] because I mean it's not just the point that we integrate that in our processes. but what we will see more and more is that the
. N . N N i outside world and mvestors and the capital markets try to react to this quite positively. And the whole discussion that we now
Role of the SDGs in the future of the company tiave around sustain-able e goss t this disscton |1|1nhe SDGs are the cunzncy thal we have in all industies. And portfolio
| butions to the SDGs o
"As long as we stay within the busi husmess we are in lDda} ahm then T guess over the next ext foreseeable future onr focus and our
ies in terms of SDGs will remain more or less the same” o o S
"[...] we would like to see a conversion of different methodologies of just ing the t nupacts of con panies to
make this com-parable amongst markets and industries. And T guess the SDGs can be quite helpful to pick up and so I guess the
more companies and the more parties even/or especially on the part of the capital markets, ihm. join the SDGs train the better it
istous.”
"I mean it's, the first I guess yes I think it is possible, that is one thing. And [ guess it's good to regard them as feasible otherwise
you would lose faith which is a bad thing. But I mean if you have a closer look it's not just the 17 goals but it is 169 sub-targets
Achievability of the SDGs until 2030 and [ mean in a realistic way I am not sure if we will really, you know, achieve all of those 169 goals. but the more important
thing is that with the SDGs the whole development is heading towards the right direction. And I guess that most of the goals are
achievable and will be achieved in 2030 yes."

Interview 2
Quotes

About the position in the company

Position of the interviewee "[...] december 2018 I switched to corporate responsibility. So I'm a good year now in the area of relations.”

"[..] so we call ourselves corporate responslbxlm relanons um. that means one main topic is clearly the preparation of the s\mamab:hl} report,

where I am actively involved or resp y for the em 1. safety issues and also marginally social engagement.”

"So we are from the function or the division of the area, we are [...] divided so that we have the group or the strategy department, corporate

responsibility strategy and the area of relations. And as the names already say. um. let me say. the development or the analysis on the basis of
Role in the strategic decision-making of the company which one may then make determined strategic decisions again. um. is more in the neighboring department. but we are of course already working
hand in hand as an area Hand. But I would not say now. especially ny. person, that in the past year where I was there I made some strategic
decision, strategically relevant in the sense of corporate for the group."

SDGs and Evonik

'In this respect. this 15 clea:l\ snpponed by the group and. um. you can absolutely find it in the group-relevant SDGs. We
o to a certain method d the group-relevant ones, which we did not come up wi nh but ultimately adhered to the. um PS A method
Role and relevance of the SDGs ?
from the World Business ( ouncnl i.e. from the WBCSD the portfolio Sustainability Assessment. And derived from this, we ultimately made a
| sustainability analysis. where SDGs are also queried or the contribution. positive or negative contribution to the SDGs is also queried."
"So basically we looked at the 17 SDGs, we were able to determine four. we were able to determine four relevant ones and on them. that is

clearly ouri i

“To be honest. I don't know at the moment that we are taking this into account.”

1"So I think it can of course be that different product classes have a contribution to both one SDG and the other SDG. Ideally. a positive
contribution in both cases. um. but those are still not synergies that can be drawn from it. So at the moment I would negate that we are at least not
| completely on the screen.”

"[...] well if you now. so we have SDGs 3. 6. 12 and 13, uhm as nroup-lele\am with 13 also climate protection. Um. and of course our new
Example including the SDGs climate strategy is clearly paying off. So. as I said. saving CO2 emissions. climate neutral by 2050, so we are clearly comumitted to this. precisely
to the Paris climate agreement."

“"And in this respect precisely this 2050 that we also notify there. Um. exactly. as I said. we want to reduce Scope 1. Scope 2 emissions by 50%
by 2025. Also the Scope 3 emissions, i.e. the emissions of the upstream value chain, um, so our primary one is our raw material backpack. so to
speak. that we camry around with us. We also want to reduce emissions by 15% by 2025, um. and yes, in that respect. I would say that the SDGs
certainly played a role.”

"So I wouldn't necessanl\ say that the companies, yes. that a company can navigate the SDGs. but let's say the SDGs are important to the
Critique regarding the implementation of the SDGs economy. for the toseta k. And, uh. a k that you can sort of orientate yourself as a company. And. um. that's what
1 think is extremely important in order to simpl) . um, have the direction. the horizon where to go."

"And I think it takes a little time, I think you have to, we still learn a lot from year to year or continuously. And. um, I think that's a continuous
development process that you go through. so that's certainly not something that you can implement from now on just like that, but that's a very
clear process.”

Synergies between the S

"Yes, um, overall I would think everything that is very far in the upstream value chain. So if it really is. let's say palm oil. Where does our palm
oil come from what we might use? Um. to really understand which plantation. um. the palm oil comes from. which ultimately ends up in our
product is extremely difficult. And also the topic I say. compliance with human rights. Of course we have our social policies and everything and
Difficulties we also have a very detailed. very precise auditing process for our suppliers. But this in tum only affects our direct suppliers. with whom we
have direct contact, but which happens maybe five levels or more in advance and. so to speak. eludes our access a bit. so it becomes difficult, it is
simply difficult to be transparent to get in part or to somehow get on data at all. And I think that's easy. yes that's still a problem right now. um.

ealli understanding what is lm'ﬁi iz somewhere in the beiunuui of the suliil\ chain."

] how our products. so to speak. pay into the SDGs. um. I would say there will be a continuous review. We don't have the focus right now.
let's say that we now say we want to be at six or eight SDGs somehow in two years or so. Um. but in principle it is of course the case that all
SDGs are important to us and we. as it were, named the top four again. Of course, you also have to see that it doesn't get easier the bigger you
draw the circle of relevant SDGs."

"[...] yes I believe that we then so overall I believe that we are not there yet. So that's all, we're on the right track, yes, we have the topic on the

screen, we have integrated it into our sustainability analysis, that's all. um. it's all good for now, I say now. But I don't think you should let it 2o

and you have to push the topic further. So I don't think you can be careless and say ok we now have the four relevant ones and now things are

going on somehow. but you have to question yourself again and again and. um. probably also in the group as a whole. because they also simply
| provide more transparency.”

"So I think overall or after what I have also noticed, I also believe that the nations are ultimately obliged to take care of it. um. we are still at the
Reaching the SDGs until 2030 beginning. I think. I think that's a very ambitious goal and. um. I think the economy as a whole needs to step on the gas to do that. I'm afraid that

it may not work completely.”

Role of the SDGs in the future
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Interview 3

About the position in the cor

Position

Role in the strategic decision-making process

Integration of the SDGs

SDGs in strategic decision-making

Role of the SDGs

Priorities of the SDGs

Synergies between the SDGs

Trade-offs between the SDGs

- specific example

Difficulties

Role of the SDGs in future strategic decisions

Quotes

"I am Vice President of Sustainable Development Evonik Nutrition and Care "

bilitved:

"My job is to, ihm, ensure that Y ren risks and opp ities are idered in the strategic decision making of

nutrition and care businesses. And in order to do this. I werk for the analysis of our present and future business portfolio. And I
_ also connect to stakeholders outside Evonik to understand what sustainability aspects will be important in the future.”

“[..] strategic decision-making is. comes down to where do you invest capital or as a chemical company this is often an

investment into fixed assets so manufacturing sites, expansion of capacity, capacity for new products. It’'s the capital investment

into acquisitions and is the assignment of R&D budgets. through specific innovation topics."

“Positive, but I believe what is helpful for Evonik is to have a common reference on what sustainability means."

"[...] we arrived at [the relevant] SDGs by analyzing all of Evonik’'s businesses which is very diverse and condensed ro some [...]."

"I think the SDGs directly don't have a large role. it is more the sustainability topics. where we believe we can make a difference.
_ |Andthey, of cousse. relate to the SDGs.

"[...] we do prioritize. We are very conscious that as Evonik we want to have clarity on the materiality of sustainability topics. If [

say materiality. I mean relevance for our stakeholders. relevance for our business in terms of affecting sales. costs and infecting

neutralization of assets etc.. reputation and the third dimension is can we make an impact. So is our business impact relative to the

problem the world has or to the solution it needs, large enough to move the needle. And this means we make a conscious selection.

‘we are on sustainability topics. we drive forward. and this also means we have the ilhm. we translate them only to some of the
 SDGs, not to all of them."

"No. We lock at synergies between different organizations [...]."

"Usually. we have to make choices about trade-offs. But these wade-offs are not made on the SDG level. they are made on the
_|specific topic level. And usually. these trade-off decisions are made on a level of detail which is not addressed in the SDGs.”
"So. I'll give you one specific example. When we talk about what sustainable agriculture means. Yeah. I think in SDGs 2 there is a
target about sustainable agriculture and sustamnable food production. So. we have an anumal nutrition business, this means we
make iterative and solutions for life stocks. And we are m the mids of the discussion how much meat you should eat. how should
animals well be raised. then there is a conflict of interest between animal welfare and resource efficiency. So. how much animal
products do you get per feed, because feed consumption drives the utilization of valuable land. water etc. for these animals-based
products. So, at these levels, we managed trade-offs and we had to make decisions. It's at a much more granular level than on the
SDG level."

“[...] we mention them wherever we can. We try to show our impact on the ones that we have identified as relevant for Evonik."

"Even though many SDGs especially, also on the target level are not very specific for companies to steer their businesses. So
many of the SDGs are more formulated for government and policymakers. And the business aspect is not always easy to transcribe
for some SDGs."

"Even though I must say we struggle with this because we are in a B2B company. So. we make additives for people who make

something. they again make something and that ends up at the consumer side. Yeah. So. we are fairly high up in the value chain.

So, for us it is a continuous struggle to show the impact of our solutions. on the consumer level. on the consumption level or on the
__|primary. let’s say on the agriculture, natural resource level yeah."
"Evonik as a chemical company we are energy intensive so we have a certain footprint. but usually our products do a lot of good
in specific applications and we need to quantify these applications. these benefits or if they do negative things. we need to
understand that as well. And these acquire from us a high effort to understand impacts within specific value chains. And we will
have to do it on the agriculture side, we would have to do that in the building side. shm, yeah if we make additives for adhesives
which go into ion. dhm. and in ion. we will have an impact on the energy efficiency of housing. So that is a long
distance to walk to quantify these impacts. And I think the understanding in quantifying them. we then also have to do this work.
and we have to say. ok where is the world today. where does it need to be and how can we contribute to this with our solutions."
"1 think the business world is much more complex than the SDGs could consider. So. therefore. I feel confident with the ones we
have identified. and I don't think we need any more to focus on. I would. ahm. and the situation would be very different if you
would talk to a company that is maybe in a specific industry segment. A cosmetic company or a company on a, a food company.

fferent industry segments

"I think we will have a refinement discussion. So, people will realize that we will have not achieved our 2030 ambitions for the

SDGs. And then the question is what does policy do about it? What does that mean in terms of regulatory changes and also what
| do investors and businesses think about it? And what does that again mean for Evonik?"

"[...] presently there is a lot of work of businesses to understand how they can reduce carbon footprints of products and solutions

across the entire supply chain because all the businesses control only a little piece of the 130 ultimate carbon footprint and we all
| need to work together to reduce that."

"[...] 1 think there is a good constellation of SDG targets and of SDGs indicators. And if you look at the indicator list. very little of

them are really suitable for businesses. So. what would happen for. what would need to happen is. SDGs would need to have more

business-relevant indicators. So, what would happen for, what would need to happen is, SDGs would need to have more business-
| relevant indicators which then could be d to the fi ial discl of b u

"And that link needs to be established and it. so far it is not established. That leaves a lot of room for interpretation on how to

translate the SDGs to the business and we have the SDGs, they rest in our portfolio evaluation. but how to really quantify that, that

is still work in progress. And that has to do with the limited relevance of the so far accepted indicators for businesses."
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Interview 4

Fields of action regarding sustainability in the company

SDGs and Evonik

Introduction of the SDGs

Quotes
About the position in the company
Position of the interviewee "[..]Tama Itant in the area of corp ibility relations and this is. so to spelk the depamnenl here in the area that
deals with sustainability reporting. i.e. internal and external pr and the bility issues."

“Environmental aspects. employee aspects and rights, safety standards, GRI, ratings andmmngs socm]ly responsible investments,
networks"

"As long as you still have a separate sustainability strategy in a company. you haven't actually got where you should be."

"The SDGs are the follow-up to the Millennium Goals in 2016, or at the end of 2015. I'm not exactly sure. they were recognized by
the United Nations and many other countries. not only to have the issue of poverty on the screen worldwide. but to really enable
better fair development worldwide. which also treats nature somewhere sustainably and does not f\mcnou too exhaustively. These
should be such guidelines that should pave the way to better in prosperity and P for the whole
world."

SDGs in strategic decision-making

Integration of the SDGs

Priorities of the SDGs
Synergies between the SDGs

Assessment of the SDGs

Difficulties

Further Outlook

Role of the SDGs in the future of the company

Achievability of the SDGs until 2030

General Outlook

'And we also developed some nice images. such as an SDG poster. where we had assigned products to certain SDGs. but said yes.
of course it can't be that somehow. And then we developed it further next year. Of course we can not. it was already clear to us
relatively quickly. just pick out the good aspects, but we have to say people. honestly. we are a very energy-intensive company. We
are a very large emitter of emissions, and I am also a large consumer of water."”
"Indeed. so we also have the experience that many colleagues who have nothing to do with sustainability at all. but who have seen it
| before, who say that they think that's great, that's right and let's go in that direction let's think so. That is a question from Mindset."
"Yes, they are goals that are actually aimed at states, but also at each of us. And. of course. especially for companies that have the
power, so to speak, to have the power to help states achieve these goals. Because a state alone cannot judge it. you have to say very
So Ban Ki Moon made it very clear that companies have a duty. And overall I think. if I could perhaps say that in summary.
I think that overall the mood regarding the SDGs is very positive and very affirmative in the workforce.”

"Of course. we not only stayed at the level of the 17 goals. but we also went much deeper and looked at the 169 sub-goals. In a very
first approach. we looked at what products do we have? What it to what?"
"[We] also included the SDGs in our sustainability report, our fields of action. which represent the essence of the respecme fopics
from the materiality analysis. And these fields of action are the headings of our chapters in the
"Indeed. so we also have the experience that many colleagues who have nothing to do with sustainability at all. bul who have seen it
before, who say that they think that's great. that's right and let's go in that direction let's think so. That is a question from Mindset."
] a ranking of the most relevant then emerged and these are now our four group-relevant SDGs. and in the order of their ranking
they have become the SDGs 12.13. 3 and 6."
"That is difficult now, we already know that there are many interdependencies or that one leads to the other. But there are no. no
very specific considerations about it now. as far as I know."

"That was the typical first attempt to map things to these goals. which you already have in the company.”

"We have developed a methodology. We have done that again internally with us. We looked at the sales from the susmumbnlm
analysis for each product and then tried to split these sales mto positive and negative infl on the respx

"And we have linked this with our strategic growth cores. the fields of innovation growth, and we have linked this with statements
from our stakeholder dialogues. i.e. things that. as it were. have also been incorporated into our materiality analysis as findings."

"They are integrated into this PSA. as an additional criterion for what I scan. we have a positive or a negative contribution."

"If we have the results of the sustainability analysis, we can filter for each criterion individually. Then we can say that we contribute
in terms of sales and that is a counter-calculation of negative and positive. We contribute so much to SDG 12. or we contribute so
much to SDG 6. That is our goal for the next reporting."

"That is a question from Mindset. The other one says that's total nonsense. we don't need that. However. that would be the least I
would think. And the colleagues from the operational business often have these things on their screens. so to speak. but many of
them. in tum, don't know what to do with them because, of course. they say yes. but those are goals that address and say to

intemational communities push it a bit away from you. so according to the motto yes, but what should we do there? It's politics, it
doesn't affect me at all."

"That is our goal for the next reporting. That we can really quantify what our contribution to the respective SDGs and. of course, in
| particular to our four group-relevant SDGs i

"[...] many companies, i.e. the colleagues with whom we exchange ideas, are all concerned about how to develop this further? How
do you get a real grip on these things? At the end of the day, one would also have to say that we want to make at least as much and
as much sales in this and the field. and so much growth. And that is exactly the transition that you actually have to manage. that you
can go into traditional good business in these good businesses and inve est dxffereml) and of course start with research and
development and of course start innovating and aligning your thinking

"But I don't think any company or market participants will in the long run avoid following these strategic guidelines, which I believe
are the SDGs. in a way."

"So. to be honest. the SDGs are a long. long journey."

"So I think it will be very difficult because the pace is too slow. so I would always compare it to climate change. The SDGs and
climate change are super important issues, somehow everyone has on their screen. But the companies are. and maybe we are
personally each of us. we are too hesitant. we are too slow. I think it would take a different pace. a different dynamic to actually
achieve the goals in this short period of time."

"The mindset is probably the most important thing for all of these topics. "

["Tt's all related. it is all related. Climate risks are like BlackRock and Larry Fink or Bloomberg. who wrote a letter to the world's
CEOs. that climate risks are always investment risks. This will affect everyone and every company.”




