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Abstract

A partnership portfolio for sustainability (PPS) is the set of partnerships
a firm uses to pursue sustainability goals. Although sustainability-oriented
partnerships can improve environmental, social, and governance (ESG)
performance, we know less about how a firm’s full partnership portfolio
shapes these outcomes. Drawing on modern portfolio theory and alliance
portfolio research, we examine how PPS configurations influence ESG
performance. Using qualitative comparative analysis of 979 sustainability
partnerships across 35 global fashion firms, we identify multiple pathways
to high ESG performance. Firms achieve strong ESG outcomes through
either large, issue-diverse portfolios or smaller, focused portfolios that
combine geographical reach with interventions across multiple levels of
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change. Neither portfolio size nor partner diversity is universally beneficial;
rather, ESG performance depends on configurational fit among portfolio
characteristics. These findings challenge assumptions that more partnerships
or greater diversity automatically improve ESG outcomes and advance a
portfolio perspective of sustainability-oriented partnerships.

Keywords
partnership portfolios, sustainability-oriented partnerships, ESG performance,
QCA

Introduction

Companies are increasingly expected by stakeholders to manage the environ-
mental, social, and governance (ESG) issues linked to their operations. ESG
performance, in this context, refers to the measurable outcomes of a compa-
ny’s actions in managing environmental impact, social responsibility, and
governance practices, often captured through ratings that reflect both achieve-
ments and controversies (Aydogmus et al., 2022; Chen & Xie, 2022).
Integrating ESG considerations into strategy can drive innovation, improve
operational efficiencies, and create new market opportunities (Lewellyn &
Muller-Kahle, 2024). Strong ESG performance can enhance a company’s
reputation and stakeholder trust, lower risk, and reduce costs of capital by
signalling credibility and long-term commitment to stakeholders (Rekker
et al., 2019). Prior research already established that firm-level factors such as
robust governance frameworks, transparent reporting, alignment with inter-
national standards, investment in environmentally friendly technologies,
comprehensive risk management, and strong leadership commitment can
positively affect ESG performance (Bruno & Henisz, 2024; Lewellyn &
Muller-Kahle, 2024).

Beyond firm-level factors, research on sustainability-oriented partner-
ships demonstrates that inter-organizational collaborations can facilitate
access to new environmental capabilities, promote knowledge sharing, and
improve legitimacy that can also lead to enhanced ESG outcomes (Husted &
de Sousa-Filho, 2017). However, most studies focus on individual partner-
ships (dyadic or triadic collaborations or network cases) and their ESG ben-
efits, offering limited insights into how a firm’s entire collection of
sustainability-oriented partnerships shapes outcomes (Dzhengiz, 2019;
Dzhengiz et al., 2024; Wassmer, Pain, & Paquin, 2017). This leaves a critical
gap in our understanding (Cicerelli et al., 2025). Because to address grand
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challenges, firms typically manage multiple partnerships simultaneously,
including value chain alliances with suppliers, customers, and competitors
(inter-firm or B2B alliances; Meschi & Norheim-Hansen, 2020; Norheim-
Hansen, 2014), as well as cross-sector partnerships with NGOs, govern-
ments, and multi-stakeholder initiatives (Dentoni et al., 2015; Henry et al.,
2022; Stadtler, 2017). Understanding how these partnerships interact at the
portfolio level is therefore essential.

We address this gap by conceptualizing partnership portfolios for sustain-
ability (hereafter, PPS) as the collective set of a firm’s inter-organizational
collaborations aimed at advancing sustainability goals. To theorize PPS, we
draw on analogies from modern portfolio theory that explain investment
portfolio decision-making for financial portfolio managers. Just as financial
managers diversify investment portfolios to balance risk and return (Fabozzi
et al., 2002; Markowitz, 1952), decision-making on PPS configuration
requires structuring diverse inter-organizational sustainability collaborations
to maximize ESG performance. From this perspective, PPS configurations
that drive ESG performance resemble an “efficient portfolio” where firms
balance diversification (e.g. across sustainability issues, geographies, and tar-
geted levels of change) with strategic coherence. A portfolio perspective,
thus, helps explain not only why certain PPS configurations outperform oth-
ers but also how different combinations of portfolio characteristics, rather
than individual factors alone, interact together to shape ESG outcomes.

Therefore, studying PPS requires an approach that matches the theoretical
nature of portfolio design. Firms face choices not only about whether to
diversify their PPS, but also about how much and which combinations of
diversity to assemble, given coordination and implementation constraints.
Research on stakeholder heterogeneity and sustainability innovation suggests
that engaging diverse stakeholders can generally improve sustainability out-
comes (Cicerelli et al., 2025; Juntunen et al., 2019). However, the intuition
that “more diversity is better” becomes theoretically incomplete once we
move from single collaborations to portfolios, where benefits of diversity can
be offset by fragmentation, governance complexity, and diluted managerial
focus. This is why the portfolio approach is helpful, as it highlights the pos-
sibility of both under-diversification and over-diversification as sources of
risk (Koumou, 2020), and directs attention to the idea that high ESG perfor-
mance may lie on an “efficient frontier” reached through different mixes of
size and diversity. Accordingly, our research question asks: how do specific
configurations of PPS (combinations of size and different diversity dimen-
sions) influence firm-level ESG performance?

Answering this question, however, requires understanding that portfolio
attributes are not independent or simply additive. In portfolio settings, the
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effect of any one condition depends on the combination in which it appears.
As aresult, maximizing a single diversity dimension alone is unlikely to pro-
duce the desired outcome, while maximizing all dimensions simultaneously
is rarely feasible. Correlational approaches can therefore be limited in captur-
ing the interdependencies central to portfolio design (Campbell & Fiss,
2026). ESG outcomes also involve substitutability, in that some portfolio
diversity dimensions may compensate for others while still leading to the
same result, reflecting equifinality (Campbell & Fiss, 2026). This points to
the value of configurational methods. Furthermore, recent work further
emphasizes the importance of intentionality in method choice (Campbell &
Fiss, 2026). ESG performance is a highly intentional and normative goal,
shaped by regulatory demands, stakeholder expectations, and investor con-
cerns over risk, returns, and firm valuation. For these reasons, we model PPS
configurationally and utilize qualitative comparative analysis (QCA) to iden-
tify distinct combinations of portfolio size and diversity associated with high
and low ESG performance, showing when diversity dimensions complement,
substitute for, or become counterproductive to one another across scales.

To investigate our question that focuses on the link between PPS configu-
ration and ESG performance using a QCA approach, we select the fashion
industry. Fashion, particularly fashion retail, is a sector under scrutiny for its
environmental and social impacts (Saha et al., 2021), whereby ESG consid-
erations are increasingly more important (Kim & Yang, 2026) and firms are
increasingly engaged in partnerships as a response to rising stakeholder
expectations and regulatory pressures (Beyers & Heinrichs, 2020; DiVito
et al., 2021). We build a database of 979 publicly announced partnerships
across 35 global fashion firms to answer our research question. Our QCA
analysis finds three PPS configurations linked to high ESG performance: (1)
large, issue-diverse portfolios, (2) large portfolios combining diversity of
issue, geography, and targeted change levels, and (3) smaller but strategically
focused portfolios with diversity of geography and targeted change levels. By
contrast, low ESG performance arises in (1) small portfolios that target
change in differing levels but lack scale, and (2) large but narrowly composed
portfolios that lack multiple forms of diversity, thereby presenting homoge-
neity in inter-organizational sustainability relationships.

These findings contribute in three ways. First, they introduce a portfolio
lens to sustainability-oriented partnerships by moving beyond counts of col-
laborations or dyadic analyses to demonstrate how the interaction among
portfolio-level attributes such as issue and geographical diversity would
shape ESG outcomes. This shifts attention from “more partnerships for sus-
tainability” (Dangelico & Pontrandolfo, 2015) to configurational fit at the
portfolio level, showing that both large and diversified as well as small but
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strategically focused portfolios can lie on the efficient frontier of ESG perfor-
mance. Second, the study extends alliance portfolio research by demonstrat-
ing that partnership portfolios influence not only commercial but also ESG
outcomes. Using QCA and drawing analogies from modern portfolio theory,
we demonstrate that strategic balance and configuration matter more than
scale or portfolio diversity alone for enhanced ESG outcomes. Third, we
advance ESG performance research (Lewellyn & Muller-Kahle, 2024) by
identifying inter-organizational antecedents, specifically the structural con-
figuration of PPS.

Theoretical Background

In this article, we draw on modern portfolio theory (Markowitz, 1952) as an
analogical reference point to explain portfolio-level trade-offs between diver-
sification benefits and coordination risks. Modern portfolio theory offers a
portfolio-level, systemic way of thinking, which allows us to examine how
PPS configurations relate to ESG performance. The logic of this theory is that
performance reflects how financial assets move in relation to one another. By
combining different types of assets, investors should lower total risk without
necessarily reducing expected returns (Fabozzi et al., 2002; Figge, 2004;
Figge etal., 2021). We borrow three ideas from here that support our analogi-
cal reasoning. First, “risk-return balance” is the core idea that, for construct-
ing an investment portfolio, investors choose options that maximize the
expected return for any given level of risk (Markowitz, 1952). The idea of
efficient frontier emerges here, representing the set of portfolios that deliver
the highest expected return for a given level of risk. Second is the idea of
“diversification” which allows spreading exposure across different assets that
do not move in tandem lowers risk (Fabozzi et al., 2002). Third, “interaction
effects” are critical. A portfolio’s risk—return profile is shaped by how its ele-
ments work together, not just by each element’s standalone attributes. In
other words, what matters is the portfolio’s overall configuration and aggre-
gate profile and not any single asset in isolation (Figge et al., 2021). Beyond
finance, this logic has already been used in business and society research. For
example, some scholars have utilized this theory to show how organizations
and policymakers can think of sustainability choices as portfolio choices,
where different options carry different returns and risks, and where diversifi-
cation can reduce vulnerability and that returns may be financial, ecological,
or non-market, and that these can include ecosystem services, biodiversity
protection, climate regulation, or other social benefits (Matthies et al., 2019).
In the growing circular economy literature, scholars explicitly borrow this
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theory to explain how group-level combinations of heterogeneous resource
users can raise eco-efficiency (Figge et al., 2021).

We adopt a similar lens to study PPS. Thereby, we next expand first on
how these ideas resonate with the literature on alliance portfolios to further
situate our theoretical foundations in the partnership literature.

Modern Portfolio Theory and Alliance Portfolio Research

Modern portfolio theory has shaped strategic management research on alli-
ance portfolios, where firms, like investors in financial portfolios, strategi-
cally diversify inter-organizational relationships to optimize performance
(Hoftmann, 2005). In the context of commercial alliance portfolios, Srivastava
and Gnyawali (2011, p. 798) find that “portfolio theory provides a useful lens
through which to evaluate trade-offs based on the elements of a portfolio and
their mix and to examine synergy among them. A superior portfolio with a
diverse and unique mix of valuable resources helps a firm to cope with uncer-
tainties and risks in innovation.”

Alliance portfolio configuration is generally viewed along two main ana-
lytical lenses: the structural dimension and the relational dimension (Wassmer,
2010). Structural approaches focus on attributes such as portfolio size and
various dimensions of portfolio diversity, while relational approaches exam-
ine dynamics like power, trust, and the strength or closeness of ties between
partners (Wassmer, 2010). In this article, mirroring modern portfolio theory’s
structural lens on financial portfolios, we study PPS through their structural
characteristics. Alliance scholars have frequently examined such structural
characteristics using regression models to understand how they influence
financial or market performance (see Table 1 in Supplemental Online
Appendices). Characteristics such as organizational diversity, geographical
diversity, and portfolio size have generally been linked to firm performance
and innovation. Portfolio diversity including dimensions such as cognitive
(Nooteboom, 2007), industrial (Chung et al., 2019; Penney et al., 2020),
organizational (Degener et al., 2018; Garcia Martinez et al., 2017; Hagedoorn
et al., 2018), or functional (Jiang et al., 2010; Piening et al., 2016), exhibits
either positive or inverted U-shaped effects on performance. Similarly, geo-
graphical diversity influences performance depending on factors such as tie
strength and technological capabilities (Bahlmann, 2015; Oerlemans et al.,
2013). Portfolio size also affects innovation (Deeds & Hill, 1996; Shan et al.,
1994) and financial performance (Goncalves & Gongalves, 2008; Zhang
et al., 2020).

Analogous to the logic of modern portfolio theory, a firm’s alliance port-
folio is a set of concurrent inter-organizational relationships whose size,
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diversity, and combination of these characteristics (i.e. configuration) shape
innovation and market performance (Wassmer, 2010). The three ideas from
portfolio logic resonate also with alliance portfolio research findings. First,
alliances create returns through value and inflows of knowledge, resources,
and capabilities, yet they also introduce coordination, relational and knowl-
edge leakage risks (Kale et al., 2000). For instance, increasing portfolio size
further raises monitoring burdens, highlighting the need for balancing risks
and returns (Andrevski et al., 2013; Hoffmann, 2007; D. Lee et al., 2017; Van
Wijk & Nadolska, 2020). Second, is the idea of diversification, which also
resonates with the variety in technology, partner type, geography, and
resources in an alliance portfolio that generally improves outcomes but can
flatten or invert when portfolio complexity outstrips managerial capacity
(Cobeiia et al., 2017; A. S. Cui & O’Connor, 2012; Wuyts & Dutta, 2014).
Third, interaction between different portfolio elements or attributes also reso-
nates, because performance reflects how different types of alliances in differ-
ent settings in a portfolio interact and create synergies (Wassmer, 2010). This
is true particularly for the interactions between size and forms of diversity,
with certain configurations unlocking synergistic effects (Degener et al.,
2018; Mani et al., 2022).

Modern Portfolio Theory and Sustainability-Oriented
Partnerships

As summarized above, while portfolio logic aligns closely with alliance port-
folio research, there still remain two distinct gaps in our knowledge. First,
past studies overlooked how portfolio attributes such as size and various
forms of diversity interact in complex ways, due to the dominant approach of
linear regressions, which assumes independent and additive effects. In port-
folio settings, however, isolating average net effects can mask how one attri-
bute’s ESG contribution depends on the simultaneous presence of others (e.g.
size enabling diversity, or diversity becoming counterproductive beyond cer-
tain combinations), and it can obscure multiple viable portfolio designs that
achieve similar ESG outcomes.

Second, the relationship between portfolio configuration and ESG perfor-
mance remains largely unexplored, even though ESG outcomes strongly
shape investor assessments and firm behaviour (Aouadi & Marsat, 2016;
Drempetic et al., 2019). Given that PPS represent a firm’s ensemble of inter-
firm and cross-sector partnerships (Dzhengiz et al., 2024), whose configura-
tion influences ESG performance and supports sustainability objectives
(Wassmer, Pain, & Paquin, 2017), this gap is worth further exploring.



8 Business & Society 00(0)

Although empirical research on PPS remains limited, emerging studies on
sustainability-oriented partnerships highlight conditions underpinning future
inquiry into their ESG implications (see Table 2 in Supplemental Online
Appendices). These insights suggest that portfolio diversity enhances legiti-
macy, innovation, and resource access, often coupled with geographic cen-
tralization and multi-issue engagement (Dai & Wang, 2021; Jeong & Ko,
2016; Van Tulder & Da Rosa, 2012). Austin (2003, p. 55) highlights that
“achieving portfolio balance involves a search for diversity in number and
size to avoid overdependency, even if all collaborations are of the same type.
But having a mix of partnerships across the continuum can increase the
robustness of a collaboration portfolio.”

Yet, to our knowledge, only a few recent, exceptional studies have exam-
ined the link between PPS with ESG or environmental performance (Cicerelli
et al., 2025) and even less is known about how portfolio size, diversity, and
their structural interplay jointly shape ESG performance. To address this gap,
we develop a configurational framework.

A Configurational Framework for Studying PPS and ESG
Performance

Drawing inspiration from configurational studies (Furnari, 2014; Greckhamer
et al., 2018; Lankoski & Ollila, 2024), Figure 1 demonstrates the configura-
tional puzzle we explore. This figure has iteratively been developed from the
literature on alliance-portfolio structure and performance (see Tables 1 and 2
in Supplemental Online Appendices), integrating three attributes commonly
examined in alliance portfolio literature (organizational (partner-type) diver-
sity, geographical diversity, and portfolio size) with two additional attributes
distinctive to sustainability-oriented partnerships (diversity of sustainability
issues and diversity of targeted level of change). Reading through the portfo-
lio lens, the framework treats high ESG performance as the desirable out-
come (analogous to returns) and focuses on how combinations of portfolio
attributes (i.e. portfolio configurations) shape ESG outcomes. Because PPS
design involves interdependent trade-offs among size and multiple diversity
dimensions, we theorize PPS in terms of alternative configurations (i.e. dis-
tinct recipes through which portfolios reach high (or low) ESG performance),
rather than as separable predictors with uniform effects across firms (Furnari,
2014; Greckhamer et al., 2018). Collectively, these conditions capture PPS
diversity along four dimensions (partner type, geography, issue, targeted
change levels) and the portfolio size which shapes when diversity is enabling
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Alliance portfolio research
foundations
- Portfolio size
- Organizational diversity
- Geographical diversity

PPS configurations (recipes) High ESG performance

Complementarity, substitution, and
trade-offs among attributes
(risk-return / coordination trade-
offs; efficient frontier logic)
Recipes including the combinations
of size x organizational diversity x
geographical diversity x issue
diversity x diversity of targeted
level-of-change

Sustainability-oriented
partnership foundations
- Issue diversity
- Diversity of targeted level of
change

Low ESG performance

Figure |. Configurational Puzzle Linking PPS to ESG Performance.
Note. PPS = partnership portfolio for sustainability; ESG = environmental, social, and
governance.

versus overextending in terms of ESG. We focus on these five conditions as
the minimal, theoretically coherent set that captures PPS structure.

Portfolio Size. Portfolio size is defined as the number of partnerships a firm
maintains at any given time (Faems et al., 2012; Wassmer, 2010). Prior find-
ings have shown varying impacts of portfolio size on performance. Some
find larger portfolios can enhance performance via resource and knowledge
gains (Lahiri & Narayanan, 2013), yet performance often peaks at moderate
portfolio size due to rising coordination burdens, showing an inverted
U-shaped relationship (Deeds & Hill, 1996; Zhang et al., 2020), with effects
varying across settings (Faems et al., 2012; Wassmer, 2010). The number of
alliances in a portfolio varies widely, from double digits to 350 (A. S. Cui &
O’Connor, 2012). For instance, Wassmer et al. (2010) note that airline firms
typically build portfolios with over 10 partnerships.

Importantly, treating size as a stand-alone structural attribute is limiting
because more alliances can mean very different levels of complexity depend-
ing on what the portfolio contains and other factors such as the firm’s capabil-
ity to manage alliance portfolios (Heimeriks et al., 2009). Portfolio diversity
(e.g. partner, resource, sectoral and geographic heterogeneity) increases
coordination between different teams and across partnerships and integration
demands, and evidence shows that the benefits of diverse portfolios hinge on
portfolio-level managerial capacity such as coordination routines, proactive
partner selection, and internal value-creation and capture capabilities
(Cabello-Medina et al., 2020; Degener et al., 2018; Duysters et al., 2012;
Garcia Martinez et al., 2017). Accordingly, we expect portfolio size to
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interact with portfolio diversity. As portfolios grow, diversity’s upside is
amplified only when firms and their partnership management teams are able
to orchestrate the resulting complexity. Thus, we next turn to portfolio diver-
sity elements.

Organizational (Partner-Type) Diversity. Engaging different organizational
forms, such as private for-profits, NGOs, governments, local authorities,
research institutions, and multi-stakeholder platforms, tends to enhance per-
formance by broadening resources, learning, and adaptability to stakeholder
expectations (Baum et al., 2000; Cobeiia et al., 2017; Degener et al., 2018).
However, organizational diversity also increases cognitive and coordination
complexity, because partners differ in goals, governance expectations, and
operating logics (Babiak & Thibault, 2009; Gray & Purdy, 2018). Accord-
ingly, organizational diversity tends to be most beneficial at moderate levels
and can become value-destroying when overextended, unless firms have
strong portfolio-level coordination routines and sharing mechanisms to inte-
grate knowledge across heterogeneous ties (Hagedoorn et al., 2018), thereby,
showing an inverted U-shaped relation with performance (Garcia Martinez
etal.,, 2017).

Geographical Diversity. Spreading partnerships across geographical regions
supports market access and complementary knowledge, and helps adapting to
local requirements (Lane et al., 2001; Lavie & Miller, 2008). In PPS, geo-
graphical spread can reduce ESG exposures across locations, however, when
size, partner-type diversity, and geography all expand simultaneously, cogni-
tive and administrative loads on teams that manage these alliances and part-
nerships can overwhelm the benefits.

Diversity of Targeted Level of Change. This refers to the “intended” scope of
partnership impact, ranging from firm-level learning to industry, supply chain
and societal transformations, shaping how PPS contribute to sustainability
outcomes at different levels (Dzhengiz et al., 2023; Stadtler & Lin, 2019).
Firm-level change revolves around value capture through learning and
knowledge exchange (Albort-Morant et al., 2018), often manifested in joint
efforts toward product and process innovation. In contrast, broader-level
transformations such as reconfiguring supply chains or influencing consumer
behaviour are geared toward the creation of public value (Dzhengiz et al.,
2023). Because efforts to drive change across these levels require distinct and
diverse mechanisms and activities, they also tend to involve different types
and numbers of partner organizations (Riandita, 2022).



Dzhengiz et al. I

Issue Diversity. This refers to the range of environmental and social issues
addressed within PPS, requiring firms to incorporate multiple grand chal-
lenges simultaneously in their PPS such as climate action, biodiversity, circu-
larity and waste reduction, social equity, or poverty (Ashraf et al., 2017).
Sustainability issues demand action at both organizational and societal levels,
involving corporate and non-corporate partners; thus, issue diversity is likely
to interact with diversity in targeted levels of change and organizational
diversity. For multinational firms, addressing a variety of issues also requires
operating across geographies spanning subsidiaries and supply chains, thus
indicating interactions with the geographical diversity of PPS.

In our framework (as shown in Figure 1), portfolio approach provides a
widely understood logic that clarifies why the “diversity is always benefi-
cial” assumption in the wider business and society research can be incom-
plete. For instance, ESG research often treats diversity as broadly
advantageous because it can expand stakeholder coverage and legitimacy and
provide access to heterogeneous resources and perspectives (Harjoto et al.,
2015; Paolone et al., 2024). Similarly, work on stakeholder and alliance port-
folio diversity and sustainability innovation shows that bringing together a
varied set of stakeholders and alliances can enhance sustainability perfor-
mance (Cicerelli et al., 2025; Juntunen et al., 2019).

However, a portfolio lens also emphasizes the risk—return trade-off. As
portfolios expand through newly added partners and diversity dimensions,
expected benefits (reach, learning, resilience) can rise, but so can coordina-
tion costs, diluted focus, risk of mission drift, and credibility risks, suggesting
that more partnerships or more diversity is not necessarily always advanta-
geous. Therefore, portfolio approach articulates two claims that directly
motivate our configurational approach: (i) under- and over-diversification
whereby diversification is valuable only up to the point where marginal ben-
efits are outweighed by governance and coordination burdens; and (ii) inter-
dependence among elements which highlight the implications of any one
diversity attribute (e.g. organizational, geographic, issue) depending on how
it interacts with others, including portfolio size. Larger portfolios amplify
both the potential value of diversity and managerial demands required to
manage it. This is why a configurational approach is appropriate for our
research. In what follows, we explain how this aligns with our methodologi-
cal choice.

Methods

This article investigates how various PPS configurations, as shown in the
configurational puzzle in Figure 1, influence ESG outcomes. To embrace this
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configurational nature, we adopt a case-oriented approach, employing QCA
for systematic case comparisons (Ragin, 1987; Rihoux & Ragin, 2008).
Instead of traditional correlation methods, QCA emphasizes the interdepen-
dence of conditions leading to outcomes and excels in evaluating complex
causal relationships, especially for a modest number of cases, blending the-
ory with in-depth case knowledge (Fiss et al., 2013; Misangyi et al., 2017).
Our model is shaped by prior literature (see Tables 1 and 2 in Supplemental
Online Appendices), incorporating specific case insights where required
(Basurto & Speer, 2012). Given that PPS-ESG connection involve causal
complexity, intentionality and equifinal pathways as explained in earlier sec-
tions, QCA provides an appropriate method for systematically examining
how different combinations of conditions shape ESG outcomes.

Empirical Context: Fashion Sector

The fashion industry, one of the most polluting sectors, faces urgent sustain-
ability challenges, including water pollution, greenhouse gas emissions, haz-
ardous chemicals, exploitative labour practices, and human rights abuses
(Saha et al., 2024). Given its complex, multi-tiered global supply chains,
achieving sustainability improvements requires collaborative efforts. Inter-
firm and cross-sector partnerships have emerged as critical mechanisms to
address these issues, fostering circularity, improved labour conditions, and
responsible sourcing (Beyer & Arnold, 2022). However, navigating these
partnerships involves managing tensions across the portfolio while ensuring
value creation (DiVito et al., 2021). The structure of sustainability-oriented
fashion partnerships varies by sustainability issue, partnership type, and
intervention level (Dzhengiz et al., 2023). Studies show that inter-firm part-
nerships commonly address circularity and waste management through prod-
uct and process innovations, while cross-sector partnerships with NGOs and
regulatory bodies focus on labour rights and fair working conditions (Beyers
& Heinrichs, 2020; Dzhengiz et al., 2023). Therefore, the fashion sector,
characterized by its complex and diverse partnerships, offers a particularly
suitable context for our research.

Data Collection

We built a comprehensive database of fashion firms” ESG performance and
sustainability-oriented partnerships. To do so, we had to select a number of
firms whose ESG performance (our outcome condition) is available and then
collect data about their PPS. We did this in four stages.
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In the first stage, we used the ESG score for our outcome condition
(Khaled et al., 2021; Rajesh, 2020). Given the lack of other reliable indicators
or publicly available sources for assessing fashion firms” ESG performance,
the ESG score was the most suitable measure. We relied on the ESG data
from Refinitiv’s Eikon database, which provided extensive coverage of tex-
tile firms” ESG metrics. We screened the footwear, apparel, textile and leather
goods industries using the TRBC industry names. In addition, we created an
additional screening criterion to identify those firms with an ESG score avail-
able. This brought down the number of firms to 195.

Next, in the second stage, we needed to access partnership-related data on
fashion firms in order to assess their portfolio complexity. In line with the
strategic alliance literature, which frequently relies on archival records from
databases such as SDC, Bioscan, or Factiva (Schilling, 2009), we chose
Factiva because of its extensive coverage of the textile and fashion industries
(Caro & Martinez-de-Albéniz, 2015) and its established use in alliance and
partnership research (Lavie & Singh, 2011). Within Factiva, we searched for
sustainability-related keywords (e.g. “circular,” “sustainable,” “responsible,”
“recycling”) within the subject categories Corporate/Industrial News, focus-
ing specifically on “Partnerships/Collaborations” related news and press
releases to identify announcements for the industrial category of clothing and
textiles. This procedure produced 1,016 documents covering 444 partner-
ships initially (see Table 3 in Supplemental Online Appendices for detailed
search criteria).

The initial Factiva search builds on a related study (Dzhengiz et al., 2023)
which analyzed sustainability-oriented textile partnerships at the partnership
level. In that study, “individual partnerships” were the unit of analysis, and
the objective was to develop a typology of individual partnership configura-
tions. In contrast, the present study reconstructs and substantially extends this
archival foundation by shifting the unit of analysis to the “firm-level partner-
ship portfolios,” merging partnership data with Refinitiv Eikon ESG scores,
and systematically triangulating media-reported partnerships with company
sustainability reports and press releases. These additional steps enable us to
build a firm-level database suitable for configurational analysis of portfolio
characteristics and ESG performance.

Subsequently, as a third step, we integrated the above-mentioned two sep-
arate datasets from both Factiva and Refinitiv EIKON to create a unique
database for this article. This merger aimed to pinpoint firms that maintained
substantial PPS and had accessible ESG scores. In total, we identified 44
firms with sustainability-oriented partnerships records on Factiva that also
had ESG scores available. To ensure that our cases represented meaningful

EENT3
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partnership portfolios, we followed prior alliance portfolio research guidance
and included only firms with at least 10 sustainability-oriented partnerships
over the past 10years (Lahiri & Narayanan, 2013; Schilling & Phelps, 2007;
Wassmer et al., 2010). After screening, of the 44 firms, only 35 firms met our
threshold, meaning, ESG scores available and PPS =10.

In our concluding fourth step, to reinforce the integrity and completeness
of our data, we have further reviewed, screened and web-scraped additional
data of these firms. This entailed exploring each firm’s website, particularly
press releases, announcements and news related web pages, and downloading
or scraping alliance deal texts directly from these pages. Thanks to this
approach, we were able to verify and triangulate the partnership data col-
lected from Factiva database (444 partnerships mentioned above). This effort
further brought to light other partnerships that had been announced directly
on company websites, announcements and press releases that had not been
covered in our initial Factiva search (535 more partnerships not covered in
initial Factiva sources). Therefore, this step added to the completeness and
uniqueness of the database developed for this research.

In summary, we identified 979 sustainability-oriented partnerships of
these 35 firms from 2,097 documents between 2012 and 2022 to assess PPS’s
configurations’ cumulative influence on ESG performance. This expanded
dataset more than doubled the number of partnerships identified in the earlier
phase (Factiva search) and enabled us to move from analyzing individual
partnerships to examining firm-level portfolio configurations.

Table 1 summarizes our data collection efforts.

Measures: Their Coding and Operationalizations

Our study investigates six conditions as shown in Figure 1: portfolio size,
geographical diversity, organizational diversity, issue diversity and diversity
of targeted level of change, along with the outcome condition, ESG perfor-
mance. We chose these conditions because they meet the criteria of theoreti-
cal relevance, empirical robustness, and parsimony (see our detailed reasoning
in Supplemental Online Appendices Table 4). These conditions including
portfolio size, geographical diversity, organizational diversity, issue diver-
sity, and diversity in targeted level of change, are grounded in established
literature on alliance portfolios and sustainability-oriented partnerships, mak-
ing them theoretically meaningful. Additionally, they exhibit sufficient varia-
tion across our cases, enabling us to avoid sparsity and ensure a meaningful
configurational analysis, while also maintaining the simplicity required for a
clear and interpretable model (Fiss, 2011). While ESG performance was
directly obtained from Refinitiv EIKON, the remaining conditions were
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Table 1. Data Sources and Purpose of Data Collection.

Sources Number of documents Purpose

Factiva 1,016 To gather information
about textile/fashion
firms’ sustainability-
oriented alliances

Refinitiv Eikon 43 To gather information
about textile/fashion
firms’ ESG profiles,
environmental and social
sustainability scores

Company’s 1,038 To triangulate the
sustainability reports, information from Factiva
press releases, using the company’s
announcements, Nnews resources, and to add

additional partnerships
that may not be reported
in Factiva

Note. ESG =environmental, social, and governance.

qualitatively coded, and the overall database was manually created by the
research team.

To build our dataset, following established QCA approaches in manage-
ment research (Bettinazzi et al., 2024; Leppénen et al., 2023; Schifeling &
Soderstrom, 2022), we employed a manual qualitative coding protocol. Two
authors and a research assistant coded the dataset using predefined rules and
manually reviewed and coded documents listed in Table 1. We held regular
alignment meetings and jointly coded an initial sample to ensure consistency
across the coding team. Intercoder reliability was calculated on a subset of
the data (Dzhengiz et al., 2023) focusing on agreement scores on different
coding categories. For instance, we achieved 89% initial agreement on the
level of change and 92% consensus on sustainability issues between authors,
thereby aligning with the reliability benchmarks reported in other QCA stud-
ies within the field that used similar approaches (Leppéanen et al., 2023).

For each company-partnership pair, we extracted key information into MS
Excel, including partner names, dates, organization type (e.g. for-profit,
NGO, university, government, or multi-stakeholder), and partnership type
(inter-firm or cross-sector). We also coded partnership geography, sustain-
ability issues (e.g. biodiversity, circular economy, cleaner production, trans-
parency and traceability, sustainable consumption), and the targeted level of
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change (firm, industry, supply chain or society). Coding was based on a care-
ful reading of the partnership announcement (deal) text and grounded in prior
research (for the coding framework and illustrative examples of our qualita-
tive coding, see Table Al in Appendix A). Our coding outcomes were then
aggregated to derive portfolio-level conditions, ensuring that individual part-
nership level data accurately reflected portfolio level measures. We explain
this process further next.

ESG Performance (Outcome). We measured ESG performance using the ESG
scores from Refinitiv Eikon (previously Thompson Reuters EIKON). ESG
scores consider partnerships as a binary factor. Since all our selected firms
had partnerships, ESG score calculation posed no methodological issues.

Portfolio Size. Drawing on earlier studies (Lahiri & Narayanan, 2013; Was-
smer, 2010; Zhang et al., 2020), we measured portfolio size as the total num-
ber of sustainability-oriented partnerships a firm formed over the past 10
years. Only firms with at least 10 partnerships were included. Prior research
shows that small portfolios limit access to network externalities, risk diversi-
fication, and innovation (Schilling & Phelps, 2007) whereas portfolios
exceeding 10 partnerships foster knowledge spillovers, resource flexibility,
and resilience (Lahiri & Narayanan, 2013). Industry evidence further sug-
gests that firms managing more than 10 partnerships are more likely to
develop formal alliance management capabilities, sustaining impact within
their ecosystems (Wassmer et al., 2010). Therefore, this threshold captures
genuine portfolios rather than isolated relationships, as noted in the “Data
Collection” section.

Organizational Diversity. We coded each partnership in the PPS based on part-
ners’ organization type: FPO (for profit organizations), NGO (non-govern-
mental organizations), GOV (for public authorities, local/regional or
municipal authorities, and government organizations), UNI (for universities
and academic institutions) and MULTI (for multistakeholder partnership
where we observed two or more types of societal stakeholders involved). We,
then, calculated partner diversity using the Blau Index (Blau, 1977) which is
commonly used to assess portfolio diversity and measure heterogeneity of
categorical diversity variables, where for any given diversity vari-
able: D = I—Z:pi2 (Jiang et al., 2010; Rindova et al., 2012). Here, D repre-
sents the degree of diversity, p represents the proportion belonging to a given
category, and 7 is the number of different categories (Jiang et al., 2010, p.
1140).
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Geographical Diversity. To assess the geographical diversity of a PPS, we cal-
culate the “cross-border partnership participation proportion,” following a
similar approach to previous studies (Kim, 2017; Lévesque & Murray, 2010).
This metric is defined as the proportion of the firm’s total partnerships that
are cross-border in nature. Specifically, it is quantified using a binary (YES/
NO) variable that indicates whether each partnership in the portfolio involves
cross-border collaboration.

Issue Diversity. Through our qualitative coding, we identified 17 issues in
total in the PPSs we studied: biodiversity and non-humans, certifications-
standards, circular economy, cleaner production with action on water and
chemicals, crisis response (covid pandemic, wildfires, earthquakes), educa-
tion, emissions reduction—carbon offsetting-climate action, employment
and labour conditions, general sustainability transition efforts through coali-
tions, health and wellbeing, nature conservation, poverty and hunger, renew-
able energy, social justice and equity, supply chain, transparency and
traceability, sustainable consumption and sustainable materials-products. We
have conducted this coding abductively, back and forth moving from our own
data and prior studies that had identified sustainability issues in the fashion
industry (Beyers & Heinrichs, 2020; Dzhengiz et al., 2023; Saha et al., 2024).
We began by coding each individual partnership announcement according to
the specific issues it addressed, allowing for multiple issues to be coded per
partnership. This resulted in a table with 17 issue columns, where each issue
was coded as “1” if addressed in the partnership and “0” if not. At the partner-
ship level, this enabled us to capture the breadth of issue engagement for each
focal firm. We then aggregated this information at the firm level to analyze
the overall composition of each company’s PPS. First, we calculated how
many of the 17 issues were addressed in total across a firm’s entire portfolio,
providing a count of unique issues engaged. Then, we calculated issue diver-
sity at the portfolio level using a proportional measure, defined as the number
of unique issues addressed across a firm’s portfolio divided by the total num-
ber of possible issues (17). This yields a score between 0 and 1, indicating the
extent to which a firm's PPS engages with the full range of identified issues.
A higher score reflects greater breadth of sustainability issues engaged across
the firm’s PPS.

Diversity of Targeted Level of Change. Using prior studies (Dzhengiz et al.,
2023; Stadtler & Lin, 2019), partnerships were coded based on their targeted
level of change. “Firm” denoted partnerships that only intended to create
company-level change. “Industry” represented partnerships targeting indus-
try stakeholders (Stadtler & Lin, 2019). “Supply chain” focused on vertical
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supply-chain stakeholders, mainly if the deal text contained keywords such
as supply chain, suppliers, distributors, upstream/downstream partners, logis-
tics, vertical, and supply on the supply chain elements (Stadtler & Lin, 2019).
Finally, “Society” indicated those addressing broader societal level change,
and a deal text was coded like this if it contained keywords like end
consumer(s), community, and society (Stadtler & Lin, 2019). When calculat-
ing this diversity variable, we assumed that the proportions of partnerships at
each level carry the same weight. We used the Shannon Diversity Index to
calculate this condition.

QCA Process

Calibration is important in QCA as it determines the set membership of a
specific case, for example, determining if a given company qualifies for
inclusion within the high ESG performance group. Rather than resorting to
rigid categories, as in the case of either in or out (0 or 1); fuzzy set analysis,
specifically fsSQCA, offers a more nuanced approach. It enables classification
based on both distinct categories and degrees within those categories, which
means a case can have a partial membership, yielding scores anywhere
between 0 and 1 (Fiss et al., 2013, p. 52). During calibration, original inter-
val-scaled values are transformed into the fuzzy-value scales. For calibration
decisions, we followed the approach used by Schifeling and Soderstrom
(2022) and Marques et al. (2025) and leveraged prior case knowledge, and
discernible value breakpoints. Following the direct method (Rihoux & Ragin,
2008, p. 85), we calibrated both the outcome and its conditions.

The calibration thresholds are presented in Table 2 below and the cali-
brated values in Table B1 in Appendix B.

Configurational Analysis

In QCA, it is crucial to determine whether certain causal conditions, or their
combinations, are either necessary or sufficient for a specific outcome. A
necessity analysis looks for conditions that must always be present for an
outcome to occur; without these conditions, the outcome would not appear.
On the other hand, a sufficiency analysis identifies which combinations of
conditions will result in the outcome when they are present. Our analysis
encompassed both necessity and sufficiency analysis, employing the QCA
(version 3.22; Dusa, 2018) and SetMethods (version 4; Oana et al., 2020)
packages for R. We assessed necessity with a consistency threshold of 0.9 and
coverage of 0.6 (Schneider, 2018; Schneider & Wagemann, 2012). We did
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Table 2. Calibration Thresholds.

Thresholds for fuzzy set ~ Measure descriptives of

calibration the final dataset
Cross-

Condition/Outcome Full out over point Fullin Mean SD  Min  Max
Portfolio size 1.5 21 50 27.97 2021 10 103
Organizational diversity 0.09 0,28 0.4 020 0.13 0.00 0.40
Geographical diversity 0.1 0.67 0.96 063 025 0.07 |
Issue diversity 0.5 0.66 0.95 073 0.15 047 1
Diversity of targeted level 0.5 1.25 1.3 1.19 026 032 1.38
of change
ESG performance 24 62 78 61.88 19.21 24.40 91.73

Note. Values on this table are descriptives of the final sample of portfolios of the 35 focal
firms analyzed, meaning, have ESG scores available and PPS =10. ESG = environmental, social,
and governance.

not find any necessary conditions for high ESG performance or low ESG
performance.

For sufficiency, a 32-row truth table was generated (see Table Cl1 in
Appendix C) detailing five conditions. Each row showcases conditions cul-
minating in high ESG performance. We implemented the Enhanced Standard
Analysis (ESA; Schneider & Wagemann, 2012, pp. 200-211) to bypass logi-
cal contradictions. For negative outcomes, contradictory simplifying assump-
tions, which could justify both outcomes, were removed. To address
contradictory truth table rows and consistency issues, we used PRI cut-off.
PRI values below 0.5 indicate significant inconsistency (Greckhamer et al.,
2018) and the PRI consistency cut-off should be on the same level as raw
consistency scores (Pappas & Woodside, 2021). Consequently, for both posi-
tive and negative outcomes, we set the frequency threshold at 2, the PRI cut-
off at 0.8 and the consistency cut-off at 0.8. We made directional assumptions
in the analysis, following the earlier findings, particularly assuming that the
presence of high geographical diversity is associated with a high-performance
outcome (Lavie & Miller, 2008; Silva Queiroz et al., 2023; Wang & Bao,
2017). For the negative outcome, we assumed that this condition is absent.

To deepen the analysis in our configurational assessment, we distinguished
between core and periphery conditions in line with established QCA method-
ological practice (Fiss, 2011). Core and peripheral conditions were identified
by comparing the intermediate and parsimonious solutions (Fiss, 2011).
Conditions that appeared in both the intermediate and parsimonious solutions
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were interpreted as core, while those appearing only in the intermediate solu-
tion were interpreted as peripheral (Fiss, 2011). In configurational analysis, a
condition is “don’t care” situation when: it appears with both presence and
absence across configurations that lead to the same outcome (e.g. high ESG
performance; Fiss, 2011, p. 407).

Robustness Checks

Robustness checks were also conducted in our analysis. We drew from the
protocol proposed by Oana and Schneider (2024) and determined the sensi-
tivity ranges for calibration and frequency cut-off. To calculate the sensitivity
ranges in which the initial solution (IS) stays the same, we used rob.cali-
brange function of SetMethods. We find that the solution stays the same, and
the interpretation of the solutions persists with relatively significant cross-
over point changes of the conditions. We conducted check with rob.inclrange
and rob.ncutrange for finding similar ranges for consistency threshold value
and for the frequency cut-off value (Greckhamer et al., 2018).

We noticed that the parsimonious solution for negative outcome is very
robust for consistency threshold changes, and the solution stays the same if
the raw consistency threshold is specified within the 0.75 to 0.83 range. The
positive outcome is more sensitive in this regard, and the solution stays the
same within 0.8 to 0.87 range. The results are sensitive for frequency cut-off
value but with 35 cases, it is not justified to place the frequency threshold at
3, for example. Using the rob.fit() function, we obtained the four robustness
parameters. The RF _cov, RF cons, RF_ SC_minTS, and RF_SC_maxTS are
all close to 1 for the analysis of the positive outcome. Therefore, the initial
solution demonstrates a high level of robustness to the changes that were
tested (see Table D1 in Appendix D).

Findings and Discussion

In this section, we first present our QCA findings, detailing three configura-
tions of PPS that led to positive outcomes (high ESG), as well as two con-
figurations associated with negative outcomes (low ESG), as summarized in
Table 3 below. The positive solution covers 71% of high-ESG cases (consis-
tency 0.85); the negative solution covers 58% of membership (consistency
0.89), suggesting similarly reliable yet more narrowly distributed causal
pathways. Subsequently, we elaborate on each configuration with empirical
and qualitative examples of PPS combinations and ESG outcomes. Moreover,
following recent guidance on configurational and hybrid theorizing (Campbell
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& Fiss, 2026; Cornelissen et al., 2021), we discuss and articulate theoretical
implications of these recipes.

Configurations Resulting in Positive Outcomes

The results indicate the existence of two distinct configurational groups,
demonstrating the existence of equifinality. Large and diverse PPS (a breadth
strategy) and focused and well-targeted portfolios where strategic selection
of partnerships pays off in ESG scores. In line with configurational logic, we
interpret each solution as a causal recipe, rather than as evidence of indepen-
dent or additive effects of individual portfolio attributes.

Large and Diverse Portfolios: Diversification Benefits (Ela, EIb). The first two
configurations leading to a positive outcome, Ela and E1b, are both charac-
terized by large portfolio size and issue diversity, which appear as core condi-
tions. In Ela, high ESG performance arises when large portfolio size and
high issue diversity are core present, organizational diversity is peripherally
absent, and geographical diversity and diversity of targeted level of change
are “don’t care” situations. Whereas in E1b, high ESG performance is driven
by the core presence of portfolio size and issue diversity, supported by the
peripheral presence of geographical diversity and diversity of targeted level
of change, while organizational diversity is a “don’t care” situation. In this
configuration, the conjunction of large portfolio size and high issue diversity
reflects economies of scale in partnering, consistent with experience that
firms gain in developing and managing PPS. The fact that issue diversity is
core further underlines the sustainability-specific nature of PPS, highlighting
that fashion firms must engage with a broad set of interrelated issues to
achieve high ESG performance.

These two configurations feature a diverse mix of firms. For example, in
Ela, Inditex maintained a relatively large portfolio of 59 partnerships: 36
with NGOs, 5 with universities, | with a government authority, and 17 with
multistakeholder cross-sector partnerships. Many of Inditex’s collaborations
focused on diverse social or humanitarian causes that are dominated by cross-
sector partnerships rather than inter-firm alliances. For instance, partnerships
with Doctors Without Borders, Red Cross, and Oxfam for aid and philan-
thropic activities, as in the following example (Inditex, 2015): “The collabo-
ration of Inditex with Doctors Without Borders forms part of the social
investment of the Group, which includes social programs in collaboration
with non-profit entities with experience in the geographical area in which
they are carried out.” In E1b, another well-known fashion retailer appears:
H&M. H&M had 103 partnerships: 18 with FPOs, 27 with NGOs, 4 with
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government authorities, and 54 with multistakeholder partnerships. H&M’s
partnerships spanned a very high range of sustainability issues, from environ-
mental concerns like water use (CEO Water Mandate), circularity (Ellen
MacArthur Foundation), and sustainable cotton farming (BCI), to social
goals such as workers’ rights (Better Work and The Global Deal; H&M,
2025). Some of these partnerships, like the one with the NGO Canopy, aimed
to make supply level change (Memberships and Collaborations, 2026): “The
Canada-based NGO Canopy works with the forest industry s biggest custom-
ers and their suppliers to develop business solutions that protect the world's
ancient and endangered forests. We work with them to ensure our viscose
does not contribute to the deforestation of ancient or endangered forests.”
H&M also engaged in partnerships that aimed impact at societal level with
organizations like WaterAid and industry level change with organizations
such as the Microfibre Consortium, thus, providing a PPS that targets impact
at various levels through distinct relationships in different geographical
settings.

Ela and E1b also reflect trade-offs and substitutability in how firms con-
figure their PPS. They show that organizational diversity is not a necessary
nor a core condition within these recipes for achieving high ESG perfor-
mance. When it is absent, firms can narrow their geographical scope and
concentrate partnership activity at a specific level of change and still achieve
strong ESG outcomes (Ela). Alternatively, firms can reach similar results by
keeping the same core (large portfolio size and high issue diversity) while
adding only peripheral breadth in geographical reach and a modestly higher
diversity of targeted level of change (E1b). The relatively high unique cover-
age of these configurations (0.24) indicates that most high-performing firms
in our sample experiment with permutations around these shared core
conditions.

Reflecting on these findings with literature, what we found mirrors the
portfolio logic: diversification spreads ESG risk and enhances performance
(Elton & Gruber, 1997; Fabozzi et al., 2002). Like uncorrelated financial
assets stabilize returns in modern portfolio theory, portfolios diversified
across issues buffer failures in any single initiative focused on singular issues
and enable systemic impact when supported by portfolio size. Our results
align with work arguing that balanced, diverse portfolios bolster ESG out-
comes (Albino et al., 2012; Austin, 2003), and with meta-analytic evidence
linking portfolio diversity to performance (D. Lee et al., 2017). Alliance port-
folio studies often find that geographical diversity (Lavie & Miller, 2008)
and, contingently, organizational diversity, improve performance when sup-
ported by coordination/technology capabilities (Cobefia et al., 2017; Degener
et al., 2018; Oerlemans et al., 2013). In contrast to some of this literature, our
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E1 configurations highlight the non-necessity and non-core nature of high
organizational diversity, highlighting contingency across diversity types
(Jiang et al., 2010) and echoing cautions about excessive organizational
diversity and inverted-U effects (Garcia Martinez et al., 2017; Nooteboom,
2007). Echoing Wassmer et al. (2014), our result that issue diversity—rather
than organizational diversity—is core implies that PPS which deliberately
spans contradictory or trade-off-laden issues enables balancing sustainabil-
ity-related risks across issues and, in turn, strengthens ESG performance,
aligning with some arguments of Van Tulder and Da Rosa (2012). Thereby,
we contribute to this conversation by showing that when firms develop and
manage sufficiently large PPS and diversify across sustainability issues, they
create buffering capacity that helps them absorb weaknesses in individual
collaborations such as relational and issue-specific risks which can contribute
towards ESG performance.

Focused and Well-Targeted Portfolios: Strategic Selection Pays Off (E2). E2 repre-
sents a distinct pathway to high ESG performance, demonstrating that strong
outcomes can emerge from a different combination of conditions than in Ela
and E1b. For E2, high ESG performance is driven by the core presence of
high geographical diversity and high diversity of targeted level of change,
alongside peripheral absences of organizational diversity, portfolio size, and
issue diversity. Like E1b, E2 features high geographical diversity and high
diversity of targeted level of change, but in this configuration, as core condi-
tions. Unlike E1b, portfolio size and issue diversity are peripherally absent in
E2 (with organizational diversity also peripherally absent), so while Elb
relies on a large, broadly issue-diverse portfolio, E2 reflects a smaller, strate-
gically focused set of partnerships, suggesting that large portfolios help man-
age broad issue diversity, whereas smaller portfolios can still deliver strong
ESG when concentrated on fewer issues in different geographies.

An example of E2 configuration, Fast Retailing (Uniqlo) maintained a
modest portfolio of 20 partnerships. Fifteen of these were multistakeholder
cross-sector partnerships, spanning firm, industry-, supply chain-, and soci-
etal-level change. Capri Holdings further exemplifies the E2 configuration,
with 11 partnerships (9 multistakeholder and cross-sector), Capri focused on
collaborations with established industry coalitions or platforms (e.g.
Sustainable Apparel Coalition, Leather Working Group, ZDHC) to drive sys-
temic change in supply chains and develop enhanced environmental prac-
tices. Its emphasis on process improvements (e.g. chemical elimination,
traceability) and involvement in global coalitions reflects a strategy to
enhance ESG performance through a few globally impactful and legitimacy
orientated multi-level partnerships.
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Reflecting on these findings with literature, this configuration, too, aligns
with portfolio logic whereby a concentrated portfolio of high-value, uncor-
related assets can also be efficient. Therefore, high performance is not exclu-
sive to large portfolios. In this sense, E2 demonstrates that portfolio quality
or fit matter more than sheer size (Hoffmann, 2005), challenging the assump-
tion that “more is better” when it comes to the number of partnerships (Lahiri
& Narayanan, 2013). Moreover, geographical diversification, present in E2
(but absent from low-performing configurations) emerges as a salient condi-
tion within this recipe. By exposing firms to diverse stakeholder expectations
and regulatory contexts, geographical diversity strengthens ESG perfor-
mance (Lavie & Miller, 2008). We also find that diversity of targeted level of
change whereby balancing firm-level initiatives with industry, regional, or
system-level goals (Dzhengiz et al., 2023; Stadtler & Lin, 2019) and its inter-
action with geographic diversity are critical when portfolios are small.
Thereby, we contribute by showing that when firms lack large partnership
portfolios, ESG gains can still emerge if they selectively orchestrate a smaller
set of partnerships that span multiple geographies and target diverse levels of
change.

Configurations Resulting in Negative Outcomes

We identified two configurations associated with low ESG performance—L1
and L2—both marked by low organizational and geographical diversity,
though differing in other key dimensions. Importantly, these low-ESG con-
figurations are not mirror opposites of the high-ESG recipes, underlining the
asymmetry of configurational causality.

Small and Ambitious Portfolios (LI). In L1, low ESG performance is character-
ized by the core absence of portfolio size and geographical diversity, the
peripheral absence of organizational diversity, the peripheral presence of a
higher targeted level of change, and issue diversity as a “don’t care” situation.
L1 includes firms like Boohoo Group, Vera Bradley, Under Armour, and
OVS. For instance, Boohoo maintains 11 partnerships. Of these, 10 are cross-
sector partnerships, and within this group, 5 are multistakeholder partner-
ships with organizations such as Textile 2030, the Microfibre Consortium,
and the Slave Free Alliance. Still, Boohoo faces criticism for modern slavery
concerns, heavy polyester use linked to microplastics, and an ultra-fast fash-
ion model lacking circularity. Its partnerships, focused on philanthropic
efforts like mental health awareness and charitable donations, appear more
reactive than strategic. Although Boohoo targets multiple levels of change
(18% firm, 27% industry, 18% each for supply chain and societal), the



26 Business & Society 00(0)

limited portfolio size raises questions about the depth and integration of
impact, as coalition memberships alone does not guarantee ESG progress nor
does it enable integration of learnings from diverse partnerships into the core
business. Other L1 firms, like OVS and Ted Baker, show similar patterns.
OVS, including legacy brands like Stefanel, has 11 partnerships—mostly
multistakeholder partnerships—and targets change efforts across all levels.
Ted Baker’s 18 partnerships also span NGOs, FPOs, and multistakeholder
partnerships. L1 shows a key tension: high diversity in targeted level of
change without geographic breadth with small portfolios underperforms (rel-
ative to E2), suggesting that ambition pursued in isolation leads to lowered
ESG performance.

This finding resembles the concentration of resources into correlated,
risky assets which can magnify exposure to failure rather than balancing risk
and return (Fabozzi et al., 2002). Our findings highlight that when firms
attempt to drive change ambitiously in different levels spanning across their
firm, industry, supply chains and society but with narrowly constructed port-
folios (L1), the result is a poorer ESG performance. This pattern is consistent
with the left side of the widely observed inverted U-shaped diversity—perfor-
mance relationships across cognitive, industrial, technological, functional,
and geographic dimensions (Chung et al., 2019; Nooteboom, 2007; Piening
et al.,, 2016). Meaning, too little diversity undermines outcomes despite
diversity in the targeted level of change. Prior research shows that portfolio
diversity in functions, objectives, and logics enables learning, ambidexterity,
and social innovation (Ashraf et al., 2019; Dai & Wang, 2021; Jeong & Ko,
2016; Josserand et al., 2018; Wassmer, Li, & Madhok, 2017), so the absence
of different forms of heterogeneities makes ambition (diverse targeted levels
of change) unsupported, specifically, if the number of engaged partners (port-
folio size) is also low. Thereby, we contribute here by showing that when
firms pursue driving change in multiple levels through narrow and spatially
constrained (geographically concentrated and not spread) portfolios, this
becomes weakly supported PPS, limiting learning, reach, and implementa-
tion depth, which undermines ESG performance, particularly in sectors like
fashion.

Large but Undiversified Portfolios (L2). In L2, low ESG performance arises with
core absence of geographical diversity, diversity of targeted level of change,
and issue diversity, alongside peripheral absence of organizational diversity
and peripheral presence of a large portfolio size. L2 indicates that a lack of
PPS diversity on all dimensions hinders ESG performance. Furthermore, L2
depicts high portfolio size as a peripheral condition, showing that a large
portfolio alone would not be able to compensate for various forms
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of portfolio diversity. Meaning, “more of the same” partnerships with all
diversity conditions absent leave no buffer against ESG shocks and relational
risks, and cannot support firms to build resilience through partnerships. For
example, Skechers holds 27 partnerships (primarily with NGOs), with 78%
focused on social issues and 93% aimed at societal change, reflecting low
issue diversity and low diversity in targeted change levels. Even though its
portfolio is not small, this example shows that a relatively large portfolio
alone does not ensure high ESG performance. Compared to high-performing
configurations like Ela and E1b, which combine size with issue and/or geo-
graphical diversity and high diversity in targeted change levels, L2 lacks the
necessary portfolio diversity.

This configuration resembles extensive but poorly diversified asset collec-
tions, where risk is amplified rather than mitigated (Fabozzi et al., 2002).
Firms with large PPS that lack portfolio diversity are generally associated
with low ESG performance. While it is often assumed that larger portfolios
or greater heterogeneity are generally beneficial, for instance, for greater
innovation performance (Lahiri & Narayanan, 2013), even large portfolios
can fail on ESG performance without meaningful diversification that creates
configurational fit. This result extends prior work (Wassmer et al., 2014) by
emphasizing that it is not portfolio size alone but its interaction with different
diversity dimensions (Dai & Wang, 2021; Wassmer, Pain, & Paquin, 2017)
that drives ESG outcomes, highlighting again that more is not necessarily
better for ESG performance. Thereby, we contribute to this conversation by
showing that when firms expand partnership portfolios without meaningful
diversification across different factors, they accumulate redundant rather
than complementary relationships, reducing the portfolio’s ability to generate
learning, resilience, and ESG improvement.

Conclusion

In this section, we discuss the theoretical contributions and practical implica-
tions of our findings. We, then, provide ideas for future directions that can
address our limitations.

Theoretical Contributions

First, we contribute to the sustainability-oriented partnerships literature
(Niesten & Lozano, 2015; Stadtler & Lin, 2019) by shifting attention from
portfolio size and generalized notions of “benefits of collaborations” (Albino
et al., 2012; Dangelico & Pontrandolfo, 2015; Delmas et al., 2011) or recent
conversations around the benefits of partnership portfolio diversity (Cicerelli
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et al., 2025) and dyadic analyses (Riandita et al., 2025) to the strategic bal-
ance among issue, targeted level of change, and geographical diversity, intro-
ducing portfolio logic and configurational lens that specify which structural
attributes and combinations affect ESG performance. Our results show that
high ESG does not hinge on any single condition but on compensatory inter-
actions, with the key interaction between portfolio size and diversity. A
breadth strategy (Ela/Elb)—Ilarge portfolios plus high issue diversity—and
a focus strategy (E2)—high geographical diversity and higher diversity of
targeted level of change—offsetting smaller portfolios with limited issue
diversity. These patterns align with diversification and interaction logics of
modern portfolio theory. Issue diversity and portfolio scale mitigate relation-
ship-specific risk, while geographic spread curbs context-/market-specific
risk. Finally, we find that organizational diversity is non-essential and non-
core for ESG performance (peripheral absent in Ela/E2; don’t care in E1b),
problematizing and shifting the conversation from “more partnerships” or
“organizationally diverse portfolios™ to the idea of configurational fit.

Second, our study enriches the alliance portfolio literature (Cobena et al.,
2017) by demonstrating that portfolio configurations impact not only com-
mercial results but also ESG outcomes, joining others utilizing QCA (S. Cui
etal., 2021; Ferrigno et al., 2021) and unpacking how diverse structural port-
folio characteristics collectively influence ESG performance through multi-
ple pathways. In alliance portfolio research, we revisit the effects of size and
diversity by showing that portfolio coherence and configurational fit are
more important than the sheer number of partnerships, aligning with some of
the recent research (Cobeiia et al., 2017). Complementing this point, Cancela
et al. (2026) recently show that alliance portfolio coordination and inter-orga-
nizational learning enhance firm-level sustainability; we extend on this by
identifying the specific configurational pathways through which portfolios
translate into superior ESG outcomes.

Third, our study also contributes to the literature on ESG performance
(Bruno & Henisz, 2024; Lewellyn & Muller-Kahle, 2024) by showing the
inter-organizational factors that influence ESG performance through PPS.
Prior ESG research has established a clear set of firm-level antecedents asso-
ciated with higher ESG performance, such as firm size (Bissoondoyal-
Bheenick et al., 2023), corporate governance quality and ownership structures
(Aydogmus et al., 2022), and media visibility and disclosure (Albitar et al.,
2022). Our contribution is to add a complementary set of inter-organizational
antecedents of ESG by showing that the structural configuration of PPS,
firms partnership portfolios to diverse tackle sustainability issues in diverse
geographies, systematically shapes ESG outcomes. Therefore, we move the
conversation beyond firm-level capacities alone to show when and how those
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capacities translate into superior ESG performance through the design of PPS
that contain a diverse set of inter-organizational relationships.

Practical Implications

Managers take into consideration designing partnership portfolios to the ESG
“efficient frontier” by choosing a route, either breadth or focus, and balanc-
ing size (number of partnerships they manage) with the right mix of diversi-
ties. When resources and managerial capacities allow, building large
portfolios that can address a diverse set of sustainability issues, adding geo-
graphic spread and multi-level change where feasible can contribute towards
ESG performance. When scale is constrained, particularly as firms are
increasingly operating with limited number and capacities in their sustain-
ability teams under the stress of the current polycrises and sustainability
backlash, pursuing smaller portfolios that are geographically diverse and tar-
get multiple levels of change can equally support their ESG performance. In
this instance, focusing on specific issues where they can create impact in
locales that matter for their operations rather than diversifying the issue
breadth would be a strategy to enable high ESG performance. Managers
should view organizational (partner-type) diversity as optional rather than a
goal in itself. Moreover, managers can review on a simple dashboard of their
partnerships (size, issues, geographies, targeted levels of change, industries)
and reflect on this regularly to avoid two traps that lead to low ESG: small
portfolios that chase many change levels without breadth, and large portfo-
lios with little diversity (“more of the same,” in other words, redundancies in
their partnerships).

Limitations and Future Directions

While our study advances understanding of how PPS configurations shape
ESG performance, several of our limitations provide opportunities for future
research. First, our QCA approach, while well-suited to capture causal com-
plexity, with the given data set and case number, is inherently constrained by
the number of conditions. The selected conditions are a result of an extensive
iterative process and the conditions established the most theoretically mean-
ingful model aligning with QCA best practices that emphasize theoretical
grounding, empirical differentiation, and parsimony to enable interpretable
configurational claims (Fiss, 2011; Greckhamer et al., 2018). However, these
dimensions do not represent the full range of structural and relational features
that may influence ESG outcomes. There is a wide range of structural and
relational conditions that could be included in configurational models. Future
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studies should seek to expand the analysis to include additional diversity
dimensions such as cognitive, technological, industry and functional diver-
sity, as well as relational dynamics including trust, coordination, and power
asymmetries (Dzhengiz, 2020).

Second, the study’s reliance on secondary data limited our ability to cap-
ture the underlying processes of collaboration such as how partnerships are
governed, managed, and evolve over time. Qualitative methods such as
interviews and case studies could show how relational mechanisms interact
with structural configurations to produce ESG outcomes. Similarly, social
network analysis may offer valuable insights into how structural positions
and interdependencies within partnership ecosystems contribute to ESG
performance.

Third, we recognize that our analysis does not include firm-level anteced-
ents known to influence ESG outcomes such as corporate governance quality,
leadership commitment, innovation capacity, financial health, and stake-
holder engagement. Future research could integrate these intra-organizational
and firm level variables with inter-organizational portfolio configurations to
build a multi-level understanding of ESG performance.

Fourth, our study is cross-sectional and does not capture temporal dynam-
ics in portfolio evolution. Longitudinal designs could trace how firms adjust
portfolio size and diversity over time (Dzhengiz et al., 2024), whether shifts
in configuration correspond to sustained ESG improvements, the opposite
(ESG shaping the portfolio as well), or potentially, co-evolutionary patterns
(Castro et al., 2014).

Fifth, we acknowledge sectoral and contextual boundaries. Our sample is
largely concentrated in the apparel, fashion, and textile sector, a field that has
been a latecomer in standardized ESG and impact reporting. Consequently,
ESG scores served as a pragmatic but imperfect proxy for sustainability per-
formance (van Zanten, 2025). Hence, rather than using sustainability perfor-
mance, we directly discussed “ESG” performance implications. We caution
that ESG performance does not necessarily equate to actual sustainability or
impact. Future studies should examine how different PPS configurations
influence sustainability or impact performance which are distinct outcome
conditions from ESG scores, and test whether these patterns generalize across
sectors or institutional environments. Moreover, recent studies show that
when rater methodology makes ESG scores more value-relevant, firms adapt
strategy, investment, and disclosure to the ESG ratings, especially where they
have the capacity and freedom to do so (Tarnaud & Zakriya, 2025). Therefore,
we believe future research can benefit from exploring the impact of ESG rat-
ings and ESG performance on PPS configurations too.
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Finally, while our results suggest which types (or configurations) of PPS
may yield higher ESG performance outcomes, we do not claim that high ESG
firms are inherently more sustainable. Future work should explore how PPS
configuration influences risk perception, stakeholder scrutiny, and legitimacy
construction, integrating perspectives from reputation studies, impression
management and institutional theory to explore further the PPS-ESG dynam-
ics in a critical light.
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