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ABSTRACT

This studyexamine the phenomenon of sustainable supply management asnoaltjand mediursized
enterprise®peratingin the Finnish textile industrjMajor environmetal challengesis well asncreasing
stakeholder pressure compel firens to address the sustainability impact of their actiersl to engage

in sustainable practices thatolve managing the economic, environmental as well as social performance
of the firm. Moreover, die to globalization and extensive increase in outsourcing, firmOs responsibility
extends beyond its own borders and direct contrapagpaniesire increasingly held responsilalisofor

their suppliers@ctions Thus, it is relevant totsdy how the buyer firms can manage sustainability in
their upstream supply chainBrevious research has studied the phenomenon mainly from the perspective
of large corporations, and the research addressing how the SMEs can integrate sustainabiigyr into t
supply management remains limited.

The researcls initiated by conducting aextensive literature reviewn the phenomenon of sustainable
supply management, takireso the characteristics of SMEs as well as the challenging nature of the
textile industry into consideration. Based on the literature review, theoretical framework of the study is
formulated to guide the empirical research. The empirical part of the ressaptbys a research strategy

of an extensive case study. The empirical data ideated through theme interviews witthe
representatives of sixrall and mediunsized enterpses operating ithe Finnish textile industry, and

the data is analysed by employing a thebboyded content analysis.

The mainfindings of the study indicatthat sustainability is viewed as an increasing trend in the textile
industry. The SMEs consider sustainability as an integral part of their identity, brand and firm values, and
also increasingly recognize the positive impact of sustainable practices eecdhomic benefits of the
business. Thenotivation to manage stanability in relation tosupplierswas found to mainly derive

from the internal aspiration of ttf&#MEsas well asrom the increasing consumer awarendsspite the
various challengesriginating from the nature of the industry as well as the characteristics of SMEs, the
textile SMEs rather proactively engage in sustainable supply management through careful supplier
selection, active development, close and targn collaboration as well a®ntinuous assessment.

This thesis contributes to the existing research by examimingthe SMEscanmanage sustainability in
relation to their suppliersas well as by addressintge motivational factorand perceived challenges
behind the firms®ustanability efforts. Regardinghe managerial contribution dhe study, this thesis
provides suggestiorfer the SMEsof how toovercome thehallenges derived from tHew negotiating
power andhow to increase the ability to influence the wisability peformance of thesuppliers.
Overall, theSMEs should aim at developing direct and claaepplier relationships with a longerm
orientation to efficiently drive sustainable development forward inetkidle industry.

KEYWORDS: Sustainability sustainable supply management, small and medium
sized enterprises, textile industry






1.INTRODUCTION

This thesisinvestigatesthe phenomenon of sustainable supply management among
small and mdium-sized enterprisegperating in the~innish textile industryThe first
chapter introduces theackground andnotivation of the studyas well aghe research
gapin the fieldby shortly presentinghe key findingsfrom the previougesearchThe
chapte proceeds by presentirthe aim of thestudy and the research questions, and
finally introduceghe structure of the study.

1.1 Background of the study

Sustainability has recently received an increasing attention in the business world (Yang
& Zhang 2@7). In addition tothe more traditional economigide of the business,
organizations face ncreasing pressure from various stakeholders such as the
governments, NGOs, customers and the meditcompel thefirms to recognize also

the social and environmtal impact of the business (Jorgensen & Knudsen 2006; Porter
& Kramer 2006; Sancha, Gimenez & Sierra 20M8inter & Knemeyer 2013
Moreover, the needs and expectations frodifferent stakeholders, includinghe
company employees, surrounding communityl amvestors,towardsthe sustainable
efforts of the firm may vary to great extent (Funk 20@3htukangas, Hallikas &
KShkdnen (2015) highlighéspeciallythe increasingconsumerawareness related to
sustainability issugesand suggesthis in particularurge the companies to reconsider
their environmental and ethical valuégoreover,due tothe globalization, decreasing
power of national governments increases the corporationsO responsibility not only for
thar stakeholders but also the society as a w{i®éalen, Harwood & Woodward 2009).
Organizations arencreasinglyexpectedto address and act on sustainability related
issues such as the depletion of nafuesources, climate change as welwasking
conditions of the suppliers operatingtire developng countries (Pagell & Shevchenko
2014).

Companies areequired simultaneously as aiming to achieve profitability, to also
contribute to the welfare of the society as well as to the environmental impact of their
business.Overall, irms are expected tengage inand contribute tcsustainability,
which include managing the profits, people as well as the planet. (McWilliams,
Parhankangas, Coupet, Welch & Barnum 20T®iis view refers to theconcept of

triple bottom line of sustainability that is basedtba idea thathe success of the firm
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should be determined by assessiitg performance in all three dimensions of
sustainability; financial, social and environmental (Norman & MacDonald 2064y
& Towers 2009; Carter & Rogers 2008

In addition to tle term sustainability and its various definitionseny synonyms are
widely appliedin the existing researcltror instance, cholars and practitioners apply
concepts such as corporate social responsibility (CSR) among similar sustainability
related issuesSavitz & Weber (2013: £31) note that the term CSR is often applied
when referring to firmOs obligations towards society in its entirety. However, the
authors make a conscious choice to rather use the term sustainability and justify this by
stating that @sponsibility emphasizes the benefits to social groups outside the business,
whereas sustainability gives equal importance to the benefits enjoyed by the corporation
itselfO. (Savitz & Weber 2013D8) In various studies examingu this research(e.g.
BaumannPauly, Wickert, Spence & Scherer 2013; Gimenez & Tachizawa 2012), the
definitions of sustainability and CSR are relatively close to edudr @ind mostly used

as synonymsAlso the substance dhese conceptss rather similar, both of them
coveing environmental, social and economic aspects of business. Thus, sustainability
and CSR are considered as synonyms also in this thagi®nly the term sustainability

is appliedto increase the readabilitya intelligibility of the study.

However, n addtion to implementing sustainability in their own operations,
organizations have identified the need of their suppliers to apply similar sustainability
practices as well (Kraus&achon& Klassen2009). The trends of globalization and
outsourcing have incased the coordination and control problems in organizations, and
thustherole ofrisk managementlated to these challengas well asattention towards
social and environmental impaaif the business hawgrown (Bask Halme, Kallio &
Kuula 2013). The oundary of responsibility extends beyond the reach of a firmOs
ownership and direct controlG{menez & Tachizawa 2012) aride buyer firms are
increasingly held responsible for the social and environmental impacts of also their
suppliersO bakiour (Akhava & Beckmann 2017 Jorgensen & Knudsen (2006)
further indicatethat outsourced activitiegre ncreasinglyseenas an integrated paof
thefirm responsibility

Firms have become increasingly conscious about how their suppliers® sustainability
performance affects their own development. i crucial to acknowledge that it is
impossible for any organization or supply chain to be truly sustainable witheut
implementationof sustainable supply chain management and involvement of partners
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outside the finOs own border§Ageron, Gunasekarar& Spalanzani2012; Bai &
Sarkis 2010;Sanchaet al 2016.)Overall, sippliers play a significant role in firmOs
performance and lontgrm success (Yang & Zhang 201@hd t is suggested that an
organization is no morsustainable thamthe suppliers that the organization sources
from, andthusthe role of purchasingnd supply management function becomresial
when pursuing sustainability (Miemczyldohnsen& Macquet2012; Krause et al.
2009. Moreover, it is suggeste thatcompetitionno longer exisbetween individual
companies but rather among entire supply chains (Li, fReghan, RagiNathan &
Rao 2006; Yang & Hang 2017; Perry & Towers 2009nd asGiuniperq Hooker &
Denslow(2012) highlight in the 2% centuy the overall sustainability issues involve
the entire supply chainsThus, it is relevant to examine how the buyer firms can
implement sustainable supply managementmiare efficiently influence also their
supplier® sustainability performance.

Moreover,this study focuses on the sustainable supply management among the small
and mediurnrsized enterprises (SMESs). Sustainaddtions have mainly been linked to
the large multinationalsO efforts to gudneir reputations and brander instancefrom

the negatve press and@donsumer boydts, and less attdion has been paid on how the
SMEs can, in cooperation with the suppliermanage thesccial and environmental
issues amongheir supply chains (Pedersen 200@).addition to the fact that SMEs
represent a duoinant form of a business organization worldwidgatisti & Perry
2011),their role in setting up and implementing sustainability atities down to their
suppliersis interestingdue tovarious gecific characteristics of the firms, suchthe
limited resources (CilibertiPontrandolfo& Scozzi2008) and low bargaining power
towards the suppliersAyuso, Roca& ColomZ2013; Jorgensen & Knudsen 2006).
Overall, SMEsmight not have the power tofluencetheir supplierdo thesameextent

than the larger @rporations.Some scholas further suggest that due to thminuscule
impactof the firmson the society and the environment as well as their lack of resources,
SMEs areless likelyto take part insustainable activitie@Panwar, Nybakk, Hansen &
Pinkse 2086).

This research seeks to examine the phenomenon of sustainable supply management in
the SMEsandmorepreciselyfocuses on those operating in the Finnish textile industry.
Thus, in addition to the special characteristic of the SMEs and the chalteagdsey

may face in managing sustainability in relation to their suppliers, also the nature of the
textile industry is taken into consideratiohhe globally stretched and fragmented
nature of the textile supply chains is emphasized in the previousateg8alze 2017,
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K3ksal, StrShle Miiller & Freise2017; Bostrsm & Micheletti 2016 as the textile
production is commonly outsourced to the developing countBiestiSm & Micheletti
2016).Overall, the textile production is considered to havenajor negative impact on
the envionmental as well as social sustainabiliynjon & Domingues 2018Diabat
Kannan & Mathiyazhagan2014 BostrSm & Micheletti 201% However, consumer
awareness is growing also in the textile indugBgpworek 2011Zimon & Domingues
2018, and thus the blustry firms are increasingly required to integrate sustainability
into their supply managemef8hen Li, Dong& Perry2017)

1.2 Research ga

The major stream of research began to focus on sustainable supply chain management
(SSCM)in the mid1990s(Seuring & MYller 2008a) andudng recent years, focus on
SSCM among researches and practitioners has steadily increased (Beske & Seuring
2014). However, Ageron et al. (2012) note tkastainability research focusing on
supply management in particularstill rather limited despite the ticality of supply
management foorganizational competitivenesbloreover the existing research on
sustainable supply chain management mostly focuses on individual dimensions of
sustainability, andstudiesthat consiér all three aspectsimultaneously are still
exceptions Gimenez & Tachizawa 2012Seuring and Mller 2008b; Winter &
Knemeyer 2013). This researchwill take all three dimensions of sustainability;
economic, environmentaind social (Perry & Toers 2009Carter & Rogers 2008hto
consideration asxamininghow the SMEscanmanage sustainability in relation to their
suppliers.

Furthermore, as highlighted by Ayuso et al. (2013)st of the research in tlield of
sustainable supply chain managemétus on the large corporations that possess
strong brands that are more vulnerable to the public accusations of consumers, NGOs
and the mediaRegardless of the SMEsO unique characteristics, behavioural features as
well as various resource limitationacadert reseath concentrating solely on SMEsO
sustainability effortas lacking (Perry & Towers 2009). Even though there some
studies that have examined sustainable supply chain management from the SME
perspective (Ayuso et al. 2013; Céditti et al. 2008)the researchommonlyappliesthe
perspective in which SMEs act as suppliers to large corporations (Baden €d%l. 20
Ciliberti et al. 2008 Only few studies (Ayuso et al. 2013; Ciliberti dt a008;
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Pedersen 2009) discu$®w SMES as buyerfirms can set initiatives and manage
sustainabilityamongtheir upstreansupply chais.

Altogether, there is a recognized need to study sustainable supply management
especially among SMEs, since these small and medizedfirms are not onlyscaled

down versons of large corporationsand thus the concepts and practices of the large
organizationscannot be directly transferred to SMEs (Perry & Tasve&009.
Furthermore, due to the resource limitations of SMEsy will continue to have a
weak position in theirupply chainsand face challenges asekingto influence their
supplier® activities Thus, t is relevant to study howthe SMEs canmanage
sustainability in relation tdheir suppliers when taking their limiteghpabilitiesinto
consideration. (Ayuso et.2013.)

1.3 Research question and objectives

Based on the recognized research gap in the fibld, thesis aims to examine the
phenomenon of sustainable supply management ai@bties operatingin the Finnish
textile industry.The focus of this study is on the upstream supply chain management
andmore preciselyn therelationship between the buyeim and the supplierand the
thesis examineshe phenomenorrom the buyerOs point of vieMiemczyk et al.
(2012) suggest that since sustainabilitypmocurement and supply is quite immature
area of research, the natural first step is to concentrateedirect relationship between
thebuyer andhe supplierasaiming to implement sustainability in the supply chain.

Themainresearclguestion of the study is following

1) What is the current state of sustainable supply management in Finnish SMEs
operating in the textile industry?

Threeresearch objectives aappliedto find the answer to the main research question.
These objectives are:

2) What kindof motivational factors do SMEs have to manage sustainability in
relation to their suppliers in the textile industry?
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3) What kind of challenges do SMEs face as implementing sustainable supply
management in the textile industry?

4) How do the textile SMEs mage sustainability in relation to their suppliers in
practice?

1.4. Structure of the study

This thesisconsistsof five main chapters. The first chapter introduces the topic of the
thesis and its backgroundiscusseshe research gap the fieldas well aspresentghe
aim of the researchcluding the research questi@md objectives of the study. The
second main chapter discusses the pesearchon the phenomenopand includs the
conceps of sustainable developmerdustainable supply managemesd well as
management of sustainable supplgmal and mediurssized enterprisesn thesecond
chapter, alsaextile industry as theontext of this researchis introducedand the
sustainability aspects emphasized in the industrydesseussed and evetually the
theoreticalframework of the study is formulatedhe third main chapter discusses the
research design and methodological choafebe studyincluding theresearch strategy
andmethods othe data collection andnalysis as well as considetbe reliability and
validity of the studyThe fourth chapter introduces the case compafiéise research,
presents the findings from the agsis of theempirical data as well as further discusses
the findings in the light of previous research on thengimenon. The fifth and last
chapter summarizes the main findings of the study and introduces the ttzaet
managerial contributiorof the research. Moreover, the limitations of stedy are
discussed as well as suggestions for further researghncvieed.
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2. LITERATURE REVIEW

In order to find answers to the main research question and the objectives of the study,
the literature review of this thedsdivided irto threetheoreical concepts sustainable
development irthe businesscontext sustainablesypply managemeniSSM) andSSM

in small and mediursized enterprisesFurthermore, the characteristics of tietile
industry anddimensions of sustainability emphasized in the industry are introduced, and
thetheoreticaframework of thestudy is built.

2.1 Sustainalde development

One of the most cited deftions of sustainable developmewtas established byorld
Commission on Environment and Developmevitich definesustainable development
as an approach that aims to Omeet the reedisaspirations of the present without
compromising the abtly to meet those of the futurd@CED 1987).However, for
example Carter & Rogers (2008griticize the definition by not providing specific
guidance for companies of how to identify the futuredseversus present needs, how to
determine the resources needed to meet these needs, and how to balance the
organizatio®s responsibilities to variousdifferent stakeholders. Nevertheless,
sustainability has attained an increasing attention in the busueeks(Yang & Zhang
2017), andduring recent years corporate, social and environmental respongilanigy
become an integral part ofhe organizationsO strategic goals. By integrating
sustainability into the businesgperations and the firm strategye organizationsare
able to ensure their competitivenessreate value for the customeend create
competitive advantage. (Ageron et al. 2QThus, corporate sustainability can be seen
as the firmOs ability to continue operating in a-teng and to ense its durable
survival (Perrini & Tencati 2006).

The concept of sustainability was first introduced in the 1980s and has further
developed since (Savitz & Weber 2013: 2). In spite of the growing interest totards
concept the definitions of sustaindity still remain rather ambiguous in thexisting
research(Giunipero et al. 2012; Carter & Rogers 2008). The divergence of the various
definitions can be partly explained by the early stage of developmetiie afopic
(Winter & Knemeyer2013. Perry & Towers (2009) highlight that the ultimate aim of
sustainability initiatives is to go beyond the duty of profdiximization and also
beyond solely obeying the law amnggulations imposed towardise firms. Moreover,
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the concept ofsstainabilityhighlightsthe interdependence of actors on each other and

on the surrounding environment. Overall, sustainability can be seen as doing business in
a way that recognizes and takes the needs and expectations of other parties, such as
stakeholders, int@wonsiderationand that aimaot only to cause minimal harm but

rather ontributeto the environment and the soci@tywhich the organization operates.
(Savitz & Weber 2013: 3.) Sustainability can be seen as Oa fundamental principle of
smart managementO within today€@gmrozations, which however is really easy to
disregard or take for granted due to the faet financial performance dirms is still

too often egarded as the only measuresotcessRavitz & Weber 2013: 6).

Elkington (2004) proposeseven revolutios that will requirethe businesse® tchange

and to operate more sustainablyhe first revolution highlights the increasing
competition in the markets both domestically and internationally. Companies are
required to spot the market conditions and factmrssurvive and succeed, and
companies are increasingly facing pressuoe commit to sustainability issues. The
second revolution relates to values that are changing from hard to soft and address the
shift towards human and societal values. The thirdlséienm of transparency is forcing

the companies to open up to their various stakeholders. The stakeholders are expecting
to receive information about organizations actions and plans for the future, which
increases the need for transparency. Due to gropomger of companies and decreasing
influence of authorities, the priorities, commitments and activities of the businesses are
increasingly under public scrutiny and companies are to a greater extent compared and
ranked with the competing firms. (Elkingto@: 34.)

The fourth revolution of lifecycle technology highlights the transparency and all
aspects of sustainability throughout the productOs life cycle. Companies are challenged
to address sustainability issues all the way their supply cBxfmoen raw materials to
recycling and disposal. (Elkington 2004E64) This aspect highlights the fact that
companies are increasingly seen responsible also of the activities outside their direct
control. The fifth revolution addresses the importance of new tgpgsartnerships
between companies and with other organizations such as NGOs. The sixth revolution of
time highlights the urgency and need to plan and make decisions considering the long
term benefits. The final, seventh revolution suggest new questiorikefdusinesses

about corporate governance; what is the business for, who makes the decisions of how
the business is run and how should the business balance between shareholders and other
stakeholders. (Elkington 2004£43.)
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2.1.1 Incentivestowardsmore sustainabldusiness

Sustainable evelopment is a widely appliedpic in many fields of researchspecially

in the field of procurement that foeson the buyessupplier dyad (Ghadimi, Azadnia,
Heavey, Dolgui & Can 2016 The depletion ofnatural esourcesand the increasing
pressure fronvariousstakeholderdo address and act @ustainabilityissues such as
climate change and working conditions of the suppliers operating in developing
countries(Pagell & Shevchenko 2014) amenong the factortha forceorganizations to
changetheir operations Stakeholders have increasingly started to pay attention to
sustainability issues of the businesses (Funk 2003). In addition to economical
requirements, companies increasingly face both internal and extessure from
various stakeholders tpay attention to improvalso their social and environmental
impact (Winter & Knemeyer 2013). Moreover, governments, the media and different
activist organizations monitor companies and the impact of their actietiesocial
issues, andespecially activist groups have become more aggressive in exposing
organizations to public pressure on social consequences of their actions (Porter &
Kramer 2006).

In addition, the increasing awareness and demands of the end custwiaged to
sustainability issues fuel the companies to consider their environmentadthical

values (Lintukangas et a015). As the awareness towardsistainability issues has
increased and studiatsoshow that consumers increasingly prefer esvinentally and
socially responsible brands, consumers are suggested to be more alert to the
consequences of their consumption decisidiey are also more interested to know
about the social and environmental impacts of the entire supplysafaime pralucts,

such as where the raw materials are soufomad and produced(Bask et al.2013.)

Since organizations possess various obligations towards the stakeholders to operate in a
responsible manner, it is obvious that no firm can succeed in @dangf it does not
acknowledge and take into consideration the intedsihe key stakeholders (Norman

& MacDonald 2004).

However, sustainability can be a critical challenge for the companies, and if absent it
can disable the lonterm successKoszewska 2010 A good starting point for
sustainability initiative is a recognized possibility to create shared value that benefits
both, the society and the business itsklfis critical to understand that successful
companies nee@ hedthy society and environménn which to operate; quality
education, healtlsare system and equal opportunity are necessary in order to have
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productive labour force. Furthermore, safe products and working conditions decrease
the internal costs resulted from accidents, and the we#ecttilization of natural
resources make the business more productesvever, no company has the needed
resources to solve all the societyOs issues apdehus thdirm needs to seledssues

that are related to its core busing$®rter & Kramer Q06.)

Funk (2003 65066) defines sustainable organization as organization Owhose
characteristics and actions are designed to lead to a desirable future state for all
stakeholdersO. Considering the variety of the stakeholders, ranging from investors to the
employees and the community at large, it can be concluded that the needs and
expectations of these stakeholders related to sustainable activities of a company vary
greatly. Employees expect the company to retain viability and profitability while
managingisk and furthering innovation. At the same time the surrounding community

at large anticipates the organization to take oatée environment and inveist social
responsibility. (Funk 2003.) Perrini & Tencati (2006) note that sustainabrigynted
organization is conscious of its responsibilities towards various stakeholders and also
apply tools and methods that are aligned with its attempts to contribute to economic,
social and environmental aspects of its processes. Furthermore, sustainabletamganiza

is suggested to meet the demands of its shareholders by creating profit while
simultaneously protecting the environment and enhancing the lives of the stakeholders
that the organization interacts with. In other words, the interests of the busieessdnt

with the interests of the environment and society at large. (Savitz & Weber 2013: 2.)

Not included in the explicit definitions of sustainability, Carter & Rogers (2008)
represent supporting facets of sustainability including risk managemenparansy,
strategy and culture that have a critical role in organizations and that also emerge often
in the sustainability literature. Firms increasingly recognize risk management as an
integral part of their sustainability. Risks can result for examplen frpoor
environmental and social performance of the firm and its suppliers, and may lead to
costly legal actions. Among transparency, the authors note that it has become extremely
challenging and risky to conceal corporate wrongdoings. The firmOs trangpee
improved by reporting to the stakeholders and also by engaging them and using their
feedback to improve the processes. The coordination with the firmOs supply chain as
well as across the networks is also suggested to improve the transpardme\fiwh.t
Considering strategy and culture, it is critical that the sustainability initiatives related to
environmental, social and economic goals and the firmOs corporate strategy are closely
interconnected. (Carter & Rogers 2008.)



19

Furthermore, as opposéalthe traditional view that views sustainable practices more as
costs that correlate negatively with the firmOs returns, by engaging in the strategic
sustainability initiatives companies have proved to have opporturnggimocompetitive
advantage and @nease its profits (Funk 200G;junipero et al. 2012 Also Cruz, Boehe

& Ogasavara (2015) suggest that with sustainability initiatives as a strategic tool, the
companies aim to gain competitive advantage by positioning themselves as swcially
environmetally responsible from the stakeholdersO perspettivaldition, instead of

being only a cost, constraint or charitable deed, striving for sustainability goals has
potential to be a source of opportunity, innovation and increased performance (Porter &
Kramer 2006; Bask et al. 2013; Beske & Seuring 2014).

Sustainability issueare suggested to concern all angles of business operations Ofrom
produd design to financeO and affect traiety of stakeholders such as government,
investors and citizens (FunkO@3 66). Therefore, any separate entity within an
organization cannot be responsible for sustainability activities aloneespadnsibility

for sustainability needs to be shared between all employees and integrated in everyoneOs
tasks, including and starg from the top management (Pagell & Wu 2008preover,
Pedersen (2009) highlights that organizational and managerial commitment to
sustainability activities are extremely important in order to successfully implement
these activities throughout the onggation The matter of commitmems suggested to
include the firmOs Owillingness to prioridis communicate manage and allocate
resource® considering the sustainability issu@@edersen 2009112) Most of all,
sustainability initiatives neetb be ted to thefirm strategy and activities (Porter &
Kramer 2006)As Savitz & Weber (2013: 8) frame it, when sustainability is correctly
understood and applied within the organization, it is about strategy, management and
profits.

2.1.2 Triple bottom line dsustainability

The concept ofriple bottom line (TBL) was first introduced in the ri@90s (Winter

& Knemeyer 2013; Norman & MacDolik2004). Triplebottom line is based on the
fundamental idea that an organizationOs success should be determirssbdipigathe
organizationOs performance in all three dimensions of sustainability; financial, social
and environmental (Norman & MacDonald 2002erry & Towers 2009; Carter &
Rogers 2008 Organizations pursuing sustainability are required to simultaneously
consider the financial, environmental as well as social impacts of their business
activities (Yang & Zhang 2017)lriple bottom line addresses the companies on the
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economic value that they create but also on the environmental and social value that they
add bor alternatively destroy (Elkington 2004 orter & Kramer (2006) define triple
bottom line as the principle of sustainability, and highlight that corporations should
operate in a way that secures the economic performance in théetamdpy avoiding
socially harmful and environmentally wasteful shtatm behaviour.

It is essential to acknowledge that businessesmiptoconsume financial resourcesch

as the money received from the investors and sales revenues, but they also spend
environmental resurces such as energy and raw materials as well as social resources
such as the time of themployeesvhen operating. Thus, according to the concept of
triple bottom line, an organization should be able to measure, document and report a
positive return omnvestment on all dimensions of sustainability. In addition to the firm
itself, it should be also able to address the benefits received by the stakeholders
regarding the economicanvironmentabnd social dimensions. (Savitz & Weber 2013:
4FB.)

Winter & Knemeyer (2013) suggest that the economic dimension of the triple bottom
line is often seen as more traditional and is widely recognizeditdizetd in business,

and the two other dimensions, social and environmental are less common and also their
measwement is suggested to be more difficuln the other handsustainability
research has focused mostlytbe environmental dimension, which could be partly due

to the fact that it is more easily measured and implemented (Beske & Seuring 2014;
Seuring & MYller 2008b; Winter & Knemeyer 2013), and the social dimension is
considered to be a rather neglected aspect of sustainability due to the difficulty to
guantify the social performance (Sancha et al. 2016; Carter & Rogers 2008). Thus,
Miemczyk et al(2012 suggest thamore research especially about social sustainability

is needed.

The idea ofintegrating sustainability to firmsCpperations is to simultaneously engage

in activities that have positiveanpact on society and environment atitht create
ecoromic benefits in a longerm as maintaining the firmOs competitive advantage
(Winter & Knemeyer 2013). Furthermore, commitment and proactive behaviour
towards sustainable practices is suggested to be efficient only if the dimensions of
sustainability are lmgned with the firmOs business mo(linter & Knemeyer2013;

Pagell & Wu 2009).Carter & Rogers (2008371 further highlight thatQrue
sustainabilityoccurs at the intersection of all three arBeenvironmental, social, and
economicO At this intersetion of sustainability performance (see Figure),1
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organizations can engage in activities that not balyea positive effect on the natural
environment and the society, but that also lead to-teng economic benefits and
competitive advantage. (Car&mRogers 2008.)

Social
Performance

Environmental
Performance

Sustainability

Economic
Performance

Figure 1. Triple bottom line of sustainability (Carter & Rogers 2008).

As stated abovemuch of theexisting sustainability research has focused on the
environmental dimensioof sustainability (Witer & Knemeyer 2013eske & Seung

2014; Seuring & MYller 2008b This dimension involves the objectives, plans and
mechanisms that contribute to greater environmental responsibility (Winter &
Knemeyer 2013). Environmental dimension of sustainaldldyresses issues such as
climate change (BaumastPauly et al. 2013) and global warming (Ageron et al. 2012),
and the activities includar example the protection of natural resour@@suse et al.
2009; Ageron et al. 2012)eduction of wasteemissionsand pollution (Krause et al.
2009 Lintukangas et al. 2015Ageron et al. 2013,2Gimenez & Tachizawa 20)2nd
reductionof carbon footprint (Ageron et al. 2012iabat et al.(2014) recognize the
role of effective resource utilization in reduction of wadte.addition, Gimenez &
Tachizawa(2012) suggest that environmental performance commonly includes energy
efficiency and reduction of environmental accidentlt & Ghobadian (2009)
emphasizehat environmental sustainability is one of the critical issu@g as well as
continue being in the future. Due to tightening governmental legislation, firms cannot
neglect the environmental issues in order to remain in business (Ghadimi et al. 2016).
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The social dimensiorof sustainability concernboth theindividuds as vell as the
organizational levedf the firm(Winter & Knemeyer 2013)Sancha et al. (2016)n the

other hang note that social dimension of sustainability involves both internal
communitiesof the firmsuch as employegas well aghe externalpatiessuch as local
communities, and the organization is required to balance between the needs and
wellbeing of both communitieSocial aspect of the triple bottom line includes issues
with povaty, injustice and human rightsmnployeeOs health and safssyieqKrause et

al. 2009; Ghadimi et al. 20)6diversity (Gimenez & Tachizawa 2012)abour
standads (Bauman+Pauly et al. 201;3Gimenez & Tachizawa 20)2s well asvorking
conditionsand child laboufSancha et al. 2016).

Contrary to the environméad and social aspects of sustainabilggpnomic dimension

is quantitative and emphasizes the efficient use of resources and the return on
investments (Winter & Knemeyer 2013 Furthermore, economic aspect of
sustainability relates to operational effivoy, market share and sales (Gimenez &
Tachizawa 2012)The economic dimension also builds on the kemgn success and
competitiveness of a companWinter & Knemeyer 2013)The economic aspect of
sustainability inelves meetingthe companyOs, employees@ other stakeholdersO
needs (Krause et al. 2009).

2.2 Sustainable supply management

Ageron et al. (2012)ndicate that firms do not want to be held responsible for
environmental damage, either intentional or accidental, and therefore organizations
increasingly implement mechanisms related to pollution reduction as well as actions
considering employee health and safety. However, it is required that this kind of
sustainable responsibility is extended to the supply base agAghon et al. 2012
BostrSm (2015) applies the term extended upstream responsibility to describe the focal
firmOs commitment in taking the expectations of various stakeholders into account as
extending the responsibility for sustainability beyond the firmOs own bottéss.
recognized that unethical behaviour of suppliers can cause severe damage to buyer
firmOs sustainability performanead thusSancha et al. (2016) suggest thae of the

most critical challenges for the firms among sustainability is to implement pralojices
which toalso ensurehe sustainable actions of tBappliers.Moreover,organizations

face growing challenges in managing their supply chain relationgisigsming to
address the unethical and unsustainable activities that occur in their operations
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(Touboulic & Walker2015 Krause et al. 2009Pagell and Shevchenko 2Q14&ven
though increasing attention is paid on the sustainable supply chain management,
companies still find it challenging to manage the social and environmental issues in
their supplychains that they cannot directly control (Pedersen 2009).

The basis and imperative for sustainable supply chain managementmnthsetof

the organization and the orientation towards sustainability (Beske & Seuring 2014;
Pagell & Wu 2009)and theradre the devotion to sustainability issues and supply chain
management need to be integrated with the firmOs strategy and values (Beske & Seuring
2014). Moreover, Giunipero et al. (2012260 further highlight that by considering
environmental and social densionsin addition to the economic valuesystainable

supply managemenpractices will assist the firm to Oachieve its overall goals in a
profitable and sustainable mannerO.

By employing sustainable supply management practi¢es)s are ableto integate
environmental, economic and social criterititheir own and the whole supply chainOs
performance objectives in addition to the more traditional criteria such as quality, cost
and flexibility (Ageron et al. 2012; Bai & Sarkis 2QIang & Zhang2017). However,

the importance of and emphasis on different dimensions of sustainability vary greatly in
the existing researctRagell & Shevchenko (2014) note that much of the previous
reseach on sustainable supply chain managempriiposes that sustainabdetions

need to be carried out with especially paying attention to the economic performance of
the firm. Therefore, it is often suggested that a firm should focus on those
environmentally and socially sustainable activities that create economical bekiefts.
Carter & Roger$2008 369 highlightthat environmental and social dimensions should

be Oundertaken with a clear and explicit recognitiohedétonomic goals of the firmO.
However, Pagell & Shevchengo (2014) suggest that firms must recognizadbefts

and go beyond thinking that the shareholders are the most important stakeholders of the
firm. The authors highlight that the supply chains have to satisfy the demands and needs
of various different stakeholders such as governments, communitiesl@0d, for

whom the economic performance of the chain is not the prior interest but who focus
more on the societal and environmental impacts of the chain. A firm may need to apply
also nomsynergistic practices, since by focusing only on economically iosadef
practicesthe supply chain will not be able to address all its negative impacts on social
and environmental issues. (Pagell & Shevchenko 2014.)
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The definitims vary greatly in the existinggesearch about sustainability in the supply
chain manageménand include for examplsustainable supply chain management
(Beske & Seuring 2014; Pagell &hevchenko 20234 sustainable supply management
(Ageron et al. 2012 Giunipero et al. 2012 Sancha et al. 20)6 sustainable
procurement(Ghadimi et al. 2016)sustainable sourcingPagell, Wu & Wasserman
2010) as well asresponsible purchasing and supplier managen{&woierstl, Reuter
Hartmann& Blome 2010). Lintukangas et al. (2015) highlighbat theseterms are
commonly appliednterchangeablyand terms sucls purchasing, procurement, supply
management and logistics chaconsidered as subthemessapply chain management
(Seuring & MYller 2008a; Ghadimi et al. 201&krm sistainable supply management
can beconsidered to béhe most relevant consideringishthesissince the research
covers sustainable supply chain management more closely from the dyadic perspective
and discusses the topic among the relationship between thefipoyandits supplies.
However, n order to build more explicit picture ofie area of research and similar
terms, the main conceptsare presentedn Table 1below with their definitions ad
possible synonyms.

Table 1. Definitions of SSCM.

Term Definition Possible synonyms
Sustainable supply chain OE the designing, organizing, coordinating, Green supply chain managemen
managenent (SSCM) and controlling of supply chains to become (Giunipero et al. 2012),

truly sustainable with the minimum Responsible supply chain

expectation of a truly sustainable supply management (Pagell et al. 2010
chain being to maintain economic viability,

while doing no harm to social or

environmental system@(Pagell &

Shevchenko 201415)

CE the management of material fimmation
and capital flows as ell as cooperation
among compaies along the supply chain
while taking goals from all three dimensions
of sustainable development.i.economic,
envirormental and social, into account whic
are derived from customer and stakeholder
requirement€ (Seuring and MYller 2008b
1700
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Sustainable supply OE the extent to which supply managemen Sustainable procurement
management (SSM) incorporates environmental, social, and (Ghadimi et al. 2016), Sustainab
economic value into the selection, evaluatic sourcing (Pagell et al. 2010),
and management of its supply b&se. Responsible purchasing and
(Giunipero et al. 201260 suppier management (Foerstl et
al. 2010), Green supply
CE extends traditionaSM system by management (Lintukangas et al.

including more sustainable aspects such as 2015)
social responsibility and environmental
protectionO(Yang & Zhang 2017113

It can be concluded from the definitions of SSCM and SSM rigority of them
address the triple bottom lire# sustainability (Pagell & Shevchenko 2014; Basklet a
2013).Thus,sustainable supply chain research addresses how environmental, social and
economic aspects of sustainability are integrateth@supply managemenand how

this allows interlinked firms within supply chains to gain ldegn economic suess
(Merminod & PachZ 2011)Sustainable supply managemeiakes broader value
considerations into accounthen managing the supplie{Siunipero et al. 2012).
Socially responsible supply management relates to the buyeDgafforts to address
human riglts, safety, diversity, workerOs rights, wages and workforces iasuengts
procurementactivities whereas mvironmentally sustainablesupply considers the
environmental performance of the suppliers and the sourced products (Akhavan &
Beckmann 2017 eire & Mont 2010.

2.2.1 Transition from conventional supply management to SSM

Supply chain management (SCM) pursues to integrate the activities, actors and
resources that are dependent on each other between the point of origin of the raw
materials and # point of consumption of the firmOs products (Svensson 2007). SCM
has conventionally been considered as rather operational and the focus has mostly been
on cost reduction. However, during recent years this prevailing perspective has
broadened considerablgs organizations understood that in order to improve their
competitivenessmore effective supply management strategies are needed. (Giunipero
et al. 2012.) In addition to implementing sustainability in their own operationss

have identified the needf their suppliers to apply similar sustainability practices as
well, and thus thérms are required tencourage their suppliers to adopt sustainability

as their own competitive prioritfKrause et al. 2009Above all, it is suggested that an
organizaion is no more sustainable than its suppliers that the organization sources from
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and therefore purchasing and supply management functions are crucial when pursuing
sustainability (Miemczyk et al. 201&rause et al. 20Q9Ghadimi et al. 2016 Also

Yang & Zhang (2017) argue that successful implementation of sustainability in
particular relies upon the procurement function of an organization, which includes the
acquisition of materials, components and services from the upstream suppliers.

In addition to pofits, the performance of a supply chain should be determined also by
the extent to which the supply chain is influencing the social and environmental issues
(Pagell & Wu 2009)Lintukangas et al. (2015) highlight that new risks, such as use of
toxicant maerials and child labour as well as poor working conditions, are increasingly
arising from the supply base that are threatening to violate the brand and the image of
the focal firm. The actions and poor performance of the suppliers relatétk to
dimensiors of sustainability can damage the sustainability performance of the buying
firm and affect its longerm success (Sancha et al. 2016; Gimenez & Tachizawa 2012).
Pagell & Shevchenko (2014) note that in the future, social and environmental
performance of th supply chain will need to be considered equally or even more
relevant tharthe economic performance.

Above all,what is crucial for the companies to understand is that most of the supply
chains will not survive if they do not change their practices lamsiness models to
address their negative impacts on social and environmental isfasgll (&
Shevchenko 2014). Pagell et £2010) suggest that the transition from supply chain
managemento SSCM calls for the firms to change their strategies andsaetdically

in order to respond to the changes derived from the societal needs for sustainability.
Furthermore, e shift towards sustainabdeipply chain managemenill also require

the firms to rethink their relationship management strategies to addireschanges
driven by sustainability need$duboulic & Walker 2015; Pagell et al. 2010).

Even though conventional supply chain management and SSCM are more and more
aligned no single supply chain exists that would pursuit all the dimensions of triple
bottom line equally and therefore would be considered as truly sustainable (Beske &
Seuring 2014 Pagell and Shevchenko 201Ragell & Wu 2009 Also Pagell &
Shevchenkd2014) highlightthat SSCM as atream of research is still very novel and
research o unsustainable supply chains can still be see¢heasorm.Furthermoreit is
suggested thahe present knowledge in the field of research is not adequate to form
truly sustainable supply chains, aridus previous SSCM research has mostly
concentrated o transforming unsustainable supply chains to be less unsustaifiable.
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authors alsandicatethat until scholars give up treating SSCM as a separatenstika
supply chain management will not be possible to examine how to create truly
sustainable sypy chains. (Pagell & Shevchenko 201@yerall,the engagement in the
concept of triple bottom line is suggested to be one of the factors distinguishing
sustainable supply chain management from the conventional supply chain management
(Beske & Seuring 204).

2.2.2 Motivational factorsandchallengesn sustainablsupply management

Despite of the increasing attention towards sustainable supply management, Giunipero
et al. (2012) note thastill very little is known about the actual drivers and barriers
behind organizations® efforts towards sustainable practices. However, during recent
years both scholars as well as the practitioners have paid increasing attention to
sustainability issues and organizationsO contributions and impacts related to different
dimensions of sustainability (Ghadimi et al. 203rry & Towers (2009) suggest that,

in contrast to the traditional view, today firms are an integral part of their surrounding
environment and society, and therefore the social and economic objectavésnoare
strongly interconnected.

Holt & Ghobadian (2009) study green supply chain management in UK manufacturing
industry and focus othe environmental aspexbf sustainability. In their study, they
examine external and internal drivers for gregopsuchain management and find that
legislative pressurés ranked the highest followed loyternal driverssuch as reduction

of healthy and safety riskcompetitivedrivers such as outperforming the competitors,
supply chain driversuch as requirementsofn organizations that you supply to, and
societal driverssuch as presenting environmentally or socially responsible ir(idgk.

& Ghobadian 2009.) Als&euring & MYller (2008 andGhadimi et al. (20163uggest

that governmental legislatioms one of tle most dominating incentigdor firms to
engage in sustainable supply chain management in order to ensure their
competitiveness. Moreover, Holt & Ghobadian (20®) the pressure fronndividual
consumersas one of the lowest factors to influence marmifising companies.
However, here areather dissentierresultsin the prior researchbout the influence of

the consumers, and for instance Ageron et al. (2012) suggest that the customer pressure
is one of the most influential factors that motivate tihed to engage in sustainable
supply management.
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Giunipero ¢ al. (2012), on the other hansluggest that theoap management initiatives
are the mossignificant driver of sustainability, which indicatebat the vision and
support from the firmOs top ne@ement are crucial in sustainable supply management.
Also Pagell & Wu (2009) recognize the critical role of proactive top management in
creating sustainable supply chaihs.addition to top management vision as a critical
internal driver for sustainabkupply management, Ageron et al. (20aBpemphasize

the role of employee and middle management commitment. Howereg tonsistent
with the other studies, Giunipero et al. (20%@ygesthat sustainability efforts are still
commonly driven by compdnce to government regulations. Thus, it can be concluded
based on the previous reseatbht firmsO efforts are stifiostly reactive to laws and
regulations, and more proactive and voluntary efforts are needed in order to drive the
development of sustaable supply management forward.

Sustainable supply management may also improve the competitive advantage of the
buyer by enhancing the reputation of the firm as well as retain the customer loyalty
(Yang & Zhang 2017). Furthermore, Sancha et al. (201gyesi that for example
better working conditions of suppliers could result enhanced satisfaction and
wellbeing of the buyer firmOs employees, and thus in higher reputation of the firm
(Sancha et al. 2016%imilarly, Pedersen (2009) highlights improvealporate image

and reputation as outcomes of sustainability related activAiss. Perry & Towers
(2009) highlight that sustainability related practicegyht have positive effect on
intangible concepts such as employee motivation and retention, frepQstion
management, management of investor relations and access to capital as well as
establishment of good industrial relatiod®y proactively investing in sustainability
issues can help also in risk management and to lead to better dewsimg (Funk

2003). Integratingsustainability imo their supply managemeptactices firms may be

able to shield from the environmental asatial risks asvell as uncertainty related to

their suppliers (Beske & Seuring 201Mplt and Ghobadian 200%ang & Zhang

2017.

Porter & Kramer (2006) state that reinforcement of social issues in the companyOs value
proposition may also distinguish the company from its rivals. Thusyesting in
sustainability practices can also lead to differentiation. Funk (2003) thatesspecially

in commodity industries product differentiation may be challenging, but some
companies have successfully managed to differentiate themselves by improved
intangibles performance such as sustainability.
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Despite tle various drivers and potégait benefits of engaging in sustainable supply
management initiatives, it is critical to also recognize the challenges and barriers that
firms may face that hinder them from enforcingtainability in their supply operations.
Giunipero et al. (2012) recoige factors that hinder firmsO sustainability effests
include lack of consensus at the CH®@vel, costs of sustainability and economic
conditions, lack of sustainability standards and appropriate regulassnsyell as
misalignment of shotterm and dng-term strategic goal#\s already mentioned above,
sustainability is still considered to vatherbroad and evolving concept and therefore
organizations lack a common definition fibr Furthermore, often the rewards fibe
efforts are not clear enongand commonly understood inside the organization, which
creates challenges in the implementation of sustainability. (Giunipero et al. 2012.)

Investing in sustainability initiatives in the supply chains alo be really expensive

for firms. Giunipero etal. (2012) recognize the high initial buyer and supplier
investment costs oémploying sustainable supply managemprdctices as well as
economic uncertainty as the most critical barriers, and suggest that today the sustainable
supply management is stithostly driven by the economic factoislso Oelze (2017)
emphasize the financial as well as personnel costs as considerable barriers in
implementation of sustainable supply management practldesiever, Zimon &
Domingues (2018kuggestthat long-term inwestments represent a necessity for the
future-oriented firms that aim to drive sustainability forward. Thessts developed

from integrating sustainabilitinto the firm’s operations and supply management should

be viewed as investments that will generate benefits in the long run. (Zimon &
Domingues 2018.)

Moreover, itis often unclear how the firm should measure the progress once the
sustanability actionshave beerundertaken (Giunipero et al. 201FHven though the
relationship between sustainabilitgt@ities and economic performance of the firm is
unquestioned, it isuggested to behallenging to quantitatively evaluatee impact of
these activitiesThus,it can be concluded théihancial justification of thesustainable
activitiesis really chaenging to review (Winter & Knemeyer 2013 Also Savitz &
Weber (2013 5) note that an accurate and complete numerical description of the
environmental and social benefits of sustainablizities still remains unsolved

KSksal et al. (2017)»suggest thain addition tothe barriers related to the financial
resources inthe implementation of sustainable supply chain management, the
challenges can also inclutlee buyerfirmOs capabilities to manage intricate issues such
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asimplementation othe supplier nstructiors, monitoring of the suppliergs well as
communi@tion with the suppliersMoreover, Oelze (2017¢mphasizehe challenges
that mayoccur from the supplier side that may hinder the successful implementation of
sustainable supply management pcast. For instance,lte suppliersnay resist sharing

of information with the buyer firm aio refusefollowing the guidelines and instructions
due tothe lack of understanding about their neceséiglze 2017.Yhus, Ageron et al.
(2012) highlight thabne of the critical tasks of the buyer firms today isassistthe
suppliers to acknowledgand understanthe importance ofhe sustainability issues.
Furthermorechallenges regarding thmplementatiorof sustainabilitymay be derived
from the culturadifferences betweeré¢ buyer firm and its suppliers, and the suppliers
may view themultiplicity of sustainability requirements and standaraber asextra
costswithout a linkto their core busines®elze 201Y. Moreover, the suppliersO top
managementommitment, organizational culture as well as their location and size may
act as barriers for implementing sustainable supply management (Ageron et al. 2012).

2.3.Managing sustainability in buyer-supplier dyads

Usually the focal firmjn the contextof this thesighe buyerfirm, is considered to be
the most influential and powerful actor in the supply chaih tanact as an initiator of
sustainable supply managemerdctices. This focal firm usually pursues to imprase
own sustainability perforance and thus also requiresstainable actions from its
suppliersas well. (Beske & Seuring 201&imenez & Tachizawa 2012liemczyk et

al. 2012) Increasing importance @conomic, environmentand socialsustainability
compel theorganizationsto devebp more comprehensive sourcing strategies that
involve different supplier management activiti@&havan & Beckmann 2017).

Yang & Zhang (2017) emphasize that sustainable supply management practices enable
the information flow between the buyer and thppier and also allow the buyer firm

to know more about its supplierdoreover, buyersupplier relationship has been
recognized to have a tremendous impact on the profitability of the entire supply chain
(Ghadimi et al. 2016), and manufacturers incredgibgild closer cooperativesupplier
relationships due tahe benefits of reduced cast shorter leadime, increased
productivity and better qualitfyang & Zhang 2017Li et al.2006. Lintukangas et al.

(2015) highlight that the firmOs capability tonage its supplier relationships is crucial

in implementation of sustainable practices over the supplier network. Furthermore,
since the buyer firm and the supplier are both necessary entities in the relationship, the
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performance of both parties should lmmsidered in the adaptation of SSM practices to
attain sustainable supply chain and to examine the effectiveness of these practices
(Sancha et al. 2016).

The tools and practice®f sustainable supply managememiy varydepending on to
what extent théduyer firm is aiming to influence and cawol its suppliersO performance
(Ayuso et al. 2018 Krause et al. (2009urther suggest that the managerial actions
should be adapted to the typepmbducts and servicesuppliedandto their strategic
importance Practices and strategiesnployed by the buyer firsmay alsovary based

on the sustainability challenges they face, their contexingst@and divergent supply
chains(Akhavan & Beckmann@L7). Akhavan & Beckmann (2017) suggest that SSCM
strategies can rge from reactive, compliance oriented strategies nore
comprehensive, proactive sustainability concepts. When firms apply inactive and
reactive SSCM strategieshe assessment activities are the main focus of supplier
governance, whereas when the firnplas the proactive strategies more emphasis is
placed in supplier collaboration and development to promote sustainability. (Akhavan &
Beckmann 2017.Beske & Seuring (2014) suggest that even though most companies
today have implemented some sort of sastbility management systems, they are
mostly reactive in nature, and only companies that highlight sustainability as one of
their core values seem to engage in transforming their supply chains to be more
sustainable.

Overall, Ciliberti et al. (2008suggestthatfirms may apply two different management
strategies considering the sustainable supply managemerdompliance with
requirements or capacity building. They can either set standards and sustainability
criteria for the suppliers and monitor their foemance, or aim at developing the
suppliersO capacity and capabilities related to sustainabilityproviding skills,
technology and organizational capabilit{€3liberti et al. 2008; Akhavan & Beckmann
2017 Bostrsm 2015 Based on the previous resegriims may apply practices such
as supplier selectiongdevelopment andcollaboration, as well as assessment and
evaluationof the suppliergAkhavan & Beckmann 2017; Gimenez & Texawa 2012;
Sancha et al. 201&ang & Zhang 201)as integrating sustaingiby into their supply
managementWhereas supplier assessment enables the firdedify theimprovement
areas of the supplierspllaboration and development may &eployedto assist the
suppliers toadvancethe recognizedapabilities (Sancha et &016) This study will
employ the same kind of categorizatiomnd examines howirms can manage
sustainability in relation to their suppliers through [digy selection, supplier
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development, supplier collaboration aglwas assesnent of suppliers (seeigure 2
below).

Sustainable supply management

Supplier Supplier Supplier Supplier
sekction development collaboration assessment

Figure 2. Sustainable supply management practices (Adapted from Yang & Zhang 2017).

2.3.1.Supplier selection

Chen, Lin & Huang(2006) indicate that one of the key strategic d&ons of an
organization isto determine thesuitable suppérs in the firmOs supply chaifihe
performance of the entire supply chain depends theperformance of each individual

link in the chain, and thus supplier selection isonsidered to bene of the mostréical
practices of efficient supplghain management (Beske & Seuring 2014; Chen et al.

2006; Bai & Sarkis 2010). Ageron et al. (2012urtheremphasize the fact that suppliers
have a crucial rolespeciallyin sustainable supply chain management andriterne
greatly to the buyer firmOs performance as well as that of the whole supply chain
Moreover careful spplier selection is required among the managemétie firmOs
corporate legitimacy and reputation (Bai & Sarkis 2010).

Selecting appropriatauppliers is recognized to have variety of benefits such as reduced
purchasing costs, improved competitiveness amshhanced endser satisfaction
(Ghadimi et al. 2016). Traditionally, buyer firms have focused exclysioe the
economic dimensioof sustaimbility when evaluating and selecting new supplgrsh

as price, delivery times, quigl and flexibility (Yang & Zhang2017;Chen et al. 2006;

Bai & Sarkis 2010)However,today supplier selection is consideréa be a critical
partnering issue, and focompanies that emphasiznd engage irsustainability
commodity and pricéased supplier relationships are no longer adequate (Bai & Sarkis
2010).Thus it is essential to consider thegt criteria for theselectionof suppliers
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when strivingfor sustanable supply management addition to the more traditional
criteria, Ageron et al. (2012) further suggest that the supplier selection should include
aspects concerning size of the suppliers, possible certifications, location of the suppliers
as well ashie environmental and social issues at large.

Supplier selection includes the evaluation and selection of supplier characteristics that
best meet the requirements of the buyer fiMfang & Zhang2017) which means that

the suppliers need foossesselevant skills and capabilities to be selected as partners
(Ghadimi et al. 2016 The supplier selection proceasms todecrease the purchase risk,
maximize the overall value for the buyer firm as well abuid and develogloseand
long-term relationshipbetweerthe partiegChen et al. 2006Bai & Sarkis (2010) note

that increasing attention towards sustainabilitgkesthe supplier selgion process
even more complexXn addition to the factors addressing the economic performance in
supplier selection pcess, the value of considering also the environmental and social
aspects has bearcognized recently (Yang & Zhar)17). Considering sustainable
supply managemengconomic, environmentand socialdimensionsof sustainability
need to be carefully eltmted in the firmOs supplier selection agenda (Ageron et al.
2012; Bai & Sarkis 2010 Zimon & Domingues 2018 Seuring & MYller (2008
suggesthat supplier selectiomprocess thaincorporatesalso environmental and social
criteriarepresentsne of themain tools inthe firmOssupply management.

Due to the increasing expectations fromarious stakeholders and customers,
manufacturing firrs are more willing to sourceaw materials andoroducts from
suppliers that engage in triple bottom line and integmtstainability into their
operations (Ghadimi et al. 2016To comprehensively evaluate the suppliersO
sustainability performance a number of criteria can be applied (Bai & Sarkis 2010;
Ghadimi et al. 2016)Overall, Ageron et al. (2012) suggest that tairsable supplier
selection criteria should include objectives such as price, quality, reliability, flexibility,
supplier certifications, environmental aspects and social responsiGihgdimi et al.
(2016) identify five main criteria among environmentdimension; environmental
performance, green image, pollution control, green competencies and green design.
These cteria involve practices such asiplementation of environmental policies,
efforts to develop environmentally friendly image among diffestéakeholders, ability

to control pollution levels and emissions in compliance to regulations and requirements
as well as competencies to greener production and abildegmn greener products.
(Ghadimi et al. 2016.Furthermore, Bai & Sarkis (201@ugyest thatfactors such as
pollution controls, pollution prevention, environmental management systsoyrce
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consumption and pollution producti@hould be taken into consideratiamong the
environmental metricdMoreover, the buyer firm may algwomotesustainablesupply

by preferring suppliers that provide materials that can be reused, recycled and are
absence of toxicants (Yang & Zhang 2017).

Bai & Sarkis (2010) suggest that the research addressing economical and environmental
aspects in the supptieselection is increasing, but social aspects such as child labour,
human right abuses as well as employee hesdtresstill need more attentiof.hus in

order to fulfil all dimensions ofriple bottom lineamongthe supplier selectioprocess,

also soa@l criteria shouldbe integrated witlthe economiand environmental criteria,
and issues related tbuman rights, child lahw, employeesO health and safety,
employment practicesocal communities as well as stakeholder involvenséould be
recognized(Ghadimi et al. 2016 Firm may also cooperate with local suppliers to
reduce the riskf child labour. However, in this case the acquisition costs may increase
(Winter & Knemeyer 2013)Moreover, firms may decrease theisks concerning
sustainability isses by narrowing down the supply base (Beske & Seuring 2014) and
supplying from small number otippliers when possible (Pagell et2010).

Due to he pressure from various stakeholders towatds firmsO extended
responsibility for also their supplier® practicesas well as the rise of private
sustainability regulation amongglobal production chainsfirms increasingly adopt
private voluntary regulatory systems such as various standards, codes of caxlucts
well asauditingand certificatiorschemes@oss their upstream supply chains (BostrSm
2015; EgelszandZn & Lindholm 2015Locke, Rissing & Pal 2033 For instance,
buyer firms may select suppliers that have certificaticarsd follow certain
sustainability standards to ensure the state of theornascind performanceegarding
sustainabiliy (Ageron et al. 2012Morali & Searcy (2013suggest thabuyer firms can
expect the suppliers to conformith certain environmental and social standaadsl
management systemssich as ISO 14001 and SA80F@r instance the social standard

of SA8000 sets the criteria for health and safety issues, working conditions as well as
right to form unions (Freise & Seuring 201%)Joreover, Morali & Searcy (2013)
categorized the standardsost commonly employed by the laryfirmsinto codes of
conductscertificationsrelated to products or processes, as wathasagement systems

and initiatives. By these standards and supplier contract requirements buyeiséaks

to encourage sustainabyliin their suppliers operatisnMorali & Searcy 2013)xand
enhance the effectiveness of the supplier selection process (Yang & Zhang 2017).
Furthermore, BostrSm (2015) suggest that in addition to different written policies and
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management systemte use ofvarious labels and lists okstricted substances are
common especially in the textile industry.

Codes of Condudt (CoCs)may beapplied by the focal firms as seeking to influence the
suppliersO practices and to provide instructimsguideline®f how the suppliers are
expectedio operate casidering the firm standarddMamic 2005) Oelze (2017) note

that use of Codes of Conduct is rather common espem the textile industry when
setting specific sustainability criteria for the suppliers and assuring the suppliersO
complian@ with these standards and requiremeYits (200§ suggest that majority of

the codes seem to be based on the core conventions of ILO (International Labor
Organization), andnay include directions on various issues such as child and forced
labour, decent ages and working hourgliscrimination, the rights to freedom of
association, health and safety of the employees as well as practiats] ro
environmental aspect¥ @ 2008 Mamic 2005;Locke et al. 2018 Locke et al. (2013)

note that the principles engoals of the organizationsO Codes of Conduct may vary
greatlyin terms ofwhich issues they mainly focws. Thus,multiplicity of the codes is
suggested to causedundancieand confusion among the suppliers since they are often
required to engage imd comply with numerous Codes of Condaictl requirementsf
different buyer organizens Moreover, the suppliers are monitored and audited
varioustimes ayear by multiple buyer organizations and thparty auditorsaccording

to the various requlatiorsnd requirementgLocke et al. 2013.) fiis kind of supplier
assessment is discussed more comprehensiviige iimrthcomingparts of this thesis.

2.3.2.Supplier development

Supplier development is one form of exchange occurring between organizatidns
involves the activities and efforts applied by the buyer firm to enhance the performance
and develop the capabilities of its supiéKrauseHandfield& Tyler 2007; Yang &
Zhang 201Y. The traditional overall objective of the procesgasreduce csts, gain

better quality of products argteater flexibilityas well ago secure delivery (Krause et

al. 2007). In addition to traditional supplier development, sustainable supplier
development practices include activities aiming to achieve also theoemantal and
socid objectives (Yang & Zhang 20)7Yang & Zhang (2017) further suggest that
sustainable supplier development practices may also lead to better availability of
products, enhanced delivery speed and increased reliability of the buyer and thu
decrease the uncertainty in the buyer firmOs operations. Thus, Ghadimi et al. (2016)
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highlight that the buyer firm should engage in continuous improvement to increase the
suppliersO awareness of the dimensions of sustainability.

Sustainable supplier delopment encompasses conceqish asharingof knowledge

and resource investmenbetween the buyer ansupplier (Krause et al. 2007).yB
investing insupplier development, the buyer firm can offer the supplier the needed
external knowledge and resousq®yang & Zhang 2017). Furthermore, the buyer firm is
suggested to get directly involved with the supplierOs business through knewledge
sharing and shared asset investments (Akhavan & Beckmann 2017; Krause et al. 2007).
Krause et al. (2007) suggest susthile supplier developmetud include activities such

as setting of common goals, supplier evaluation and performance assessment as well as
supplier training.Supplier training isalso ratherfrequently mentioned in the existing
literatureon sustainable saplier developmenpracticegKrause et al. 2007; Ghadimi et

al. 2016; Akhavan & Beckmann 201Fpolt & Ghobadian 2009; Pagell et al. 2010;
Yang & Zhang 2017; Gimenez & Tachizawa 201®oreover, Holt & Ghobadian

(2009) mention supplier education, mentorirmpaching and dissemination of best
practices as approaches to respond to external and internal pressures on sustainability
issues.However, mce supplier developmembay requirelarge investments from the

buyer firm, it is critical forthe buyer taecanizethoseinvestments that have potential

to earn benefits and add value (Krause et al. 2007

Krause et al. (2007) suggest that companies that engage in direct involvement
development activities have more personal faeface interactions with theiugpliers,

which results in efficient transfer of tacit knowledge between the firmsnantproved
performance. The authors further suggest that the direct involvement development
activitiesmayinclude practices suchs regular visits to supplbsites, training of the
suppliesOemployeesas well asassigninga dedicated team for supplier development.
(Krause et al. 2007.Jhe buyer firmmay also provide technological support, needed
equipment and professional personnel to the supplier in order tocentrensupplierOs
performanceand among new sustainability requirements (Yang & Zhang 2017;
Touboulic & Walker 2015)FurthermorelLi et al. (2006) mention information sharing

as one of the important dimensionsnranaging ofsuppliers Changing informatio
between the partners on a regular basis enables the organizations to work as a single
entity, better understand the needs of the end customer and react to the market changes
faster. (Li et al. 2006.)
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Supplier development focusing on the environmentaledision of sustainability seeks

to enhance the eqmerformance of the suppliers (Akhavan & Beckmann720The

buyer firm canfor instanceassist its suppliers to implement environmental practices
(Yang & Zhang 2017). Activities regarding the environmestgdplier development are
suggested to include training of suppliers, collaboration in the product design and
process modificatio as well asshared development of newnovatiors (Akhavan &
Beckmann 2017 Supplier development regarding the social aspentludes
supporting suppliers to fulfil the social requirements and to implement their capsbil
(Akhavan & Beckmann 2017 These activities are suggested to include training of
suppliers such as how to meet different standards, development of gerraction
plans and guidelines as well tag follow-up activities By this kind of cooperation with

the suppliers, the buyer firms aims to improve social sustainability of its supply base,
which is beneficial especially when nsuing longterm relationstps. (Akhavan &
Beckmann 2017 eire & Mont 2010)

2.3.3.Supplier ollaboration

Whereas supplier developmeafers to the buyer firmOs efforts to develop its suppliersO
capabilities and thus enhance ithgerformance Yang & Zhang 201), supplier
collaboration refers to the cooperation betweenphadieswith anobjective tojointly
improve the performanc€ancha et al. 2016Yang & Zhang (2017jurther suggest

that theaim of supplier collaboration is to create a situation that benefits the buyer an
the supplier mutually instead af adversarial relationshifpue to increasing attention
towards firmsO environmental and social issues, also emphasis on the sustainable and
strategic role of guplier relationshipsias grown (Bai & Sarkis 201&euring& MYller

2008h. Moreover, ollaboration is recognized tbave a critical role among supply

chain management in improving the supply networkOs competitive advantagjsoand

in lowering costs and uncertain(Beske & Seuring 20t4Carter & Rogers 2008
Companies are also able to ultimately reduce risk related to sustainability issues by
increasing collaboration with their suppliers and engaging in-terrg relationships
(Beske & Seuring 2014)Ageron et al. (2012) suggest that by collaborating with its
swpliers the buyer firm is expectdd increase its performance among traditional
dimensions such as quality and flexibility, but also benefit from the suppliersO
improvements among sustainability issues. Furthermore, Touboulic & Walker (2015)
propose thatcollaboration between supply chain partners provide the firms an
opportunity to create value that is not possible for organizations to create independently.
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The role of collaboration betweesupply chain partners in furthering sustainability
initiatives has been widely acknowledged in the previous researshstainable supply

chain relatioships (Touboulic & Walker 2015) as cooperation between partnering firms

is needed in order to reach and maintain sustainable performanceauititeesupply

chain (Ageron et al. 2012)n addition to the fact that supplier collaboration has been
recognized to be one of the common best practices of supply chain management
considering enhanced organizational outcomes, it is also considered to be a critical
component increating sustainable supply chaimd in achieving sustainable
development objective@ ouboulic & Walker 2015; Pagell & Wu 200%8ancha et al.
(2016) suggest in their study that assessment of suppliers helps to improve the focal
firmOs social reputatipwhereas collaboration with them improves the suppliersO social
performance. Thus, the authors highlight the importance of collaboration between the
firm and its suppliers in order to improve the social performance of the suppliers and to
achieve a truhsustainable supply chain. (Sancha et al. 2016.)

Supplier collaboration involves the combination of resources and capabilities between
the buyer firm and the suppliers (Yang & Zhang 2GMis alsosuggested to relate
enhancecdommunicatioras well agechnological and logistical integratitwetween the
organizationgBeske & Seuring 2018euring & MYller 2008aBharing ofinformation

and knowhow areconsidered to be critical in building collaborative relationships and
in communicating sustainabifirequirements to thsuppliers (Beske & Seuring 2014
Seuring &MYller 2008a; Yang & Zhang 2017; Sancha et al. 28t&use et al. 2009
Moreover, Krause et al. (2009) suggest thathuyer firm should particularly focus on
collaboration with the supm@is and crostertilization of knowledge with them to
reduce the environmental asdcial impacts of the producSeuring & MYller (2008a)

note that collaboration and communication between supply chain menshared
understanding on what needs to beieatd regarding sustainability aspects, and also
learning and innovation are considered relevant in sustainable supply chain
management (Seuring & MYller 2008a).

Li et al. (2006) apply the term Ostrategic supplier partnershipO and define itasriong
relationship between thiscal company and its suppliéhat underlines direct, long

term collaboration between the parties and promotes contribution for mutual planning
and problem solvingThese strategic partnerships enable the parties to work more
closely with each other and decrease time and efforts spent, and by this to work more
efficiently. (Li et al. 2006.)Touboulic & Walker (2015) further suggest that depth and
quality of the supplier relationships are critical factors in fostering sustaingiyby su
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chain managementAlso Krause et al. (2007) emphasize thperformance
improvements thahefirms aim to achieve through efficient supply chain management
are only possible when the organizations commit to developting relationships
with their key suppliers Development of longerm relationships between the buyer
firm and its suppliesis widely recognized also by other researchers in the (g=d
also Pagell & Wu 2009; Beske & Seuring 2014).

Also joint research and development between thetiggaare considered to be
noteworthyas aiming to achievthe sustainability goal§¢Yang & Zhang 2017; Sancha

et al. 2016 Beske & Seuring 2014Yhe partnering firms may for example-develop

new materials and processes to support sustainable deveto@iragell et al. 2010).
Moreover, Ageron et al. (2012) further suggest that the buyer firm alag utilize

direct and joint involvement of suppliers in the development of sustainable management
and solutions.

Moreover,Yang & Zhang (2017) indicate thatose supplier collaboration has mutual
benefits such as reduced information asymmetries, increased mutual trust, and also
long-term relationships between the firms are developed and maintamneadntrast to

power that dominates complianbased relatioships(Touboulic & Walker 2015)trust
between the partners is crugiaince lack of it can act as a barrier for collaboration
(Beske & Seuring 2014Moreover,investing in longerm relationships with the supply

chain partners is suggested tol@dearust between the actors as welldevelopment of
common gobs andshared structurg®eske & Seuring 2014). Furthermore, in the long

term as the partners start to trust on each other, the quantity and quality of shared
information is suggested to increaeg¢ke & Seuring 20t4Mliemczyk et al. 201p

Also the study of Touboulic & Walker (2015) highlights the importance of trust,
relationship history and commitment in supporting collaborative efforts for
sustainability and in enhancing sustainable supply ehaerformance Furthermore,

Krause et al. (2007) suggest that collaboration between the actors decreases the
opportunistic behaviour of firms as well as lowers the perceptions of exchange hazards.
Moreover, information exchange, strong willingness to |&amm each other as well as

good understanding of own and the other partyOs responsibilities and capabilities are
suggested to build a rich collaborative context and enhance the sustainability
performance of firms (Ageron et al. 2012).

However, Holt & Ghobadian (2009) suggest that only few companies engage in
collaboration and proactive support of their suppliers and more often they apply
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practices related tsupplier auditing. Pagell et al. (2010) highlight the fact that usually
the procurement functiorhas limited resourcesand close longerm supplier
partnerships are costly to develop and maintain. Furthermore, it is acknowledged that
close partnerships with the suppliers increase the transaction costs, and benefits of the
partnerships are unlikely tbe geater than the increased cogqiBagell et al. 2010.)
Moreover, Bostrsm (2015) note that especially small firms may face challenges in
developng close relationships with their suppliers with frequent and repeated
interactions, and suggest thlaésemight be possible only for the large organizations.

Touboulic& Walker(2015)on the other hanfind in their study that the main challenge

to further collaboration and work in a unified manner towards the common goals
between the firm and its suppieis the lack of alignment of systems and technologies.
Ageron et al. (2012) note that even thowughiaborative approactonsisting of shared
vision, systems, resources as well as actions appears to be suitablestonable
supply managementhe adjstment of the firmsO strategiesght end up being a
challenge. The authors further emphasize that individualistic approach of a firm is likely
to be a faster way but on the other hand the firm mitggnilack the suppliersO support
andlong-term strategigerspective. (Ageron et al. 201Xjpause et al. (200%urther
highlight that if the buyer firm facesubstantiathallenges in engaging the supplier
collaborate regarding the sustainability issues, the supplier selection and retention
decisiors shou be evaluated again.

2.3.4.Supplierassessment

In addition to the efforts of driving sustainability forward in their upstream supply chain
through supplier development and collaboration, Yang & Zhang (2017) suggest that
buyer firms should also continusly monitor and assess their suppliers to confirm that

the suppliers comply with given requiremeiasd guidelinesto keep track of their
performance, and in order to provide timely feedback of how the suppliers can improve
their activities. Supplier agssment refers to monitoring, evaluating and auditing of
suppliers (Sancha et al. 2016; Suering & MYller 2008a). Regarding sustainable supplier
assessment, this means taking also the environmental and social aspects in addition to
the economical ones inteonsideration when monitoring suppliers and their
performance (Yang & Zhang 201@imenez & Tachizaw@012; Touboulic & Walker

2015). Sancha et al. (2016) define supplier assessment to include armOs length
transactions implemented by the buyer firm that 8o control and evaluate suppliersO
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performance regarding the sustainability aspects and with respect to specific
performance criteria.

As opposedo the above highlighted aspethst supplier development and education as
well as supplier collaboratioare recognized as critical practices in creating sustainable
supply chains (Touboulic & Walker 2015; Pagell & Wu 2009; Holt & Ghobadian
2009),Suering & MYller (2008 suggest that instead of further supplier development it
would be more beneficial foustainable supply management to set clear measures and
targets for the suppliers on what they need to aimBleske & Seuring (2014) note that

firms are also better able to manage risk by determining the abovementioned standards
and certifications and tononitor the suppliers against these critefarthermore,
supplier monitoring activities are suggested to be justified and necessary particularly in
dynamic and uncertain business environments (Yang & Zhang 2017).

Companies should have accurate systémsssurethe suppliers@ompliance with
sustainability issues (Akhavan & Beckmann 2017). The supplier evaluation can include
for example different reporting and monitoring elements such asit®rvisits to
suppliersO premises (Gimenez & Tachizawa 20kBavan & Beckmann 2017) and
gathering of information through surveys and questionnaires (Yang & Zhang 2017,
Sancha et al. 2016, Gimenez & Tachizawa 2012, Akhavan &rBaeck 2017, Ayuso et

al. 2013) Regular supplier assessment practices applied to mositppliersO
sustainability performance may also include inspections and awafitfucted by the
buyer firm(Yang & Zhang 2017; Ayuso et al. 2013; Sancha et al. 2016; Helin & Babri
2015). Furthermore, the buyer firm can also utilize independent third tpampnitor
sustainability compliance of its suppliers (Akhavan & Beckmann 204&mic (2005)
define these as internal and external monitoring; internal supplier monitoring is
conducted by the buyer firm itself to ensure the suppliersO compliance with the
requirements such as the Ceadé¢ Conduct, whereas external monitoring refers to the
audits conducted by the thighrty. Moreover, an audit process is suggested to
commonly include the inspection and observation of the working conditions in the
supplierOfactory, inspection of the relevant documents as well as interviews with the
supplierOs employedoitrdm 2015; Mamic 2005).

Yang & Zhang (2017) suggest that by monitoring the suppliers the buyer is able to
acquire more information about them, which dsnsidered to act as a basis for
establishing londerm and stable relationshigsurthermore, BostrSm (2015) note that
especially by conducting internal audits the buyer firm is able to develop closer
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relationships with the suppliers and to evaluate tinginty how the suppliers are
implementing the guidelines and requirements of the buyer firm. Moreogeifjcant
information exchange resulted from supplier assessment including evaluations and
audits, performance feedback as well as certificationsggested to eventually lead to
performance improvements of the buyer (Krause et al. 2007). Supplier monitoring
enables the buyers to detect sustainability issues in the supply chain, and the evaluation
of suppliers presses them to pay attention to the isabibty aspects in their own
supply chains (Sancha et al. 2016). Furthermore, the buyer firms are suggested to apply
supplier assessment practices with the aim of impeding the suppliersO unethical
behaviour and lowering their opportunistic actions. Giersng the benefits for the
supplier, reduced opportunistic behaviour is proposed to improve also the sustainability
performance of the supplier. (Sancha et al. 2016; Carter & Rogers 2008.)

However, Yang & Zhang (2017) note that some of the suppliershaag negative
attitude towards these practices and consider the sustainadlditgd requirements
imposed by the buyer as extra burden. dtippliers experience difficulties in
accomplishing the requirements, they nadsgo start behaving opportunisticgll(Yang

& Zhang 2017. Moreover, BostrSm (2015) emphasize that for instance thsiten
visits to suppliersO premises regsirbstantiatesourcegrom the buyer firmespecially

if the suppliers are located at a great distance. Small firms in partécalauggested to
face considerable challengesaamprehensively monitorg their suppliers as they lack
the power, resources as well as the global re&cinthermore, excessive supplier
monitoring is suggested to diminisketmutual trust and commitment angthe buyer
supplierrelationship. (BostrSm 2015The applicability and effectiveness of audits can
alsobe criticizedin a sense that they are considered to be only snapshots of the current
situation of the supplier@sistainabilitystatus, but arelone unable to explain why
something is happening or how can it be improved (Sancha et al. 2016).

Mamic (2005) further notes that the audits can be divided into announced or
unannounced audits depending on whether the supplier has been notified about the
upcoming audit beforehandBased on this categorization, KsSksal et al. (2017)
emphasize that it is possible that suppliers can prepare and embroider their activities and
facilities for the announced audit§hus, the audits might not tell the whole truth.
Moreover, BostrSm (2015) indicates that especially small firms mightcfaaéengesn
conductingunannounced audits to their suppliersO premigesto low negotiating
power.
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Furthermore, lte study of Sancha et al. (2016) shows that supplier assessmgéit
actually not be the best practice in extending sustainability to suppliers and in aiming to
improve the sustainability performance of the suppliers. The authors do not find a direct
link between supplier assessment and social performance of theesippbnsidering

the social aspect of sustainability such as working conditions and use of child labour,
based on the study of Sancha et al. (2016) it can be concluded that supplier auditing and
monitoring do not lead to direct improvements in the supgdliepremises nor in their
sustainability performance. Gimenez & Tachizawa (2012) on the other hand suggest
that supplier assessment alone is not adequate enuauigthat the buyer firms should
implement both supplier assessment as well as collaborattbrtivei suppliers in their
attempts to make their supply chains more sustainable. The aunigicate that
supplier assessment may be applied first to identify the needed improvements and
actions, but the buyer firm needs to also collaborate with its isuppb enhance the
sustainability performance. (Gimenez & Tachizawa 2012.)

Thus, it can be concluded ththe assessment antbnitoringof suppliers alone ameot
sufficient (Zimon & Domingues 201,8BostrSm 201%. Sancha et al. (2016) highlight

that the buyer firm who conducts supplier evaluagas also required to quantify and
communicate the achieved results to the suppliers. This is especially important in
ensuring that the supplier recognizes the inconsistency between its current performance
and tre buyerOs expectations, and only then the supplier is able to improve its
performance. (Sancha et al. 201Also Krause et al. (2007) highlight the importance of
providing performance feedback to the suppliers.

Moreover,Sancha et al. (2016) emphasikattin addition to indicating the suppliersO
sustainability behaviour, the audits performed by the buyer firms should also lead to
actual improvements in the suppliersO premises and working conditionsY aihgs
Zhang (2017) note that the buyer fishaild use the results from the sustainability
evaluationsas a basis to require corrective actions from the suppbkgarding their
environmental and social performanead possibly abandon the suppliers that perform
poorly andthat are not ablea comply with the requirementsAlso Akhavan &
Beckmann (2017propose that supplier evaluation and assessment should be reinforced
with explicit remediation or sanction systerBmstrSm (2015) sggests thafor instance

the violations of theCodes of ©nduct shold lead toeffective sanctions, at the worst
including thereplacement of the suppliddowever,ending the supplier relationship by
replacing the supplier is considered as a significant step involving substantial
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transaction costs, including for instartbe training of new suppliers, and is not seen as
the most responsible alternatiwen faced with noiwompliance(BostrSm 2015.)

KSksal et al. (2@7) emphasize the criticality abrrective action planwhen areas of
improvementor noncomplianceare revealed awong assessment of the suppliers to
enable the performance improvemeramic (2005) further suggests that the buyer
firm should provide assistande the suppliersto promote the mprovenents and
remediation among the supplier operationsshich may include explicit
recommendations about the areas of improvenaspecifictime frame in which the
corrective actionsare to be takeras well as the development plan of how these
improvements can be implement&the buyer firmshoulddevelop the correive action

plan in cooperation with the supplier and then monitor the implementation process
regarding theplan. (Mamic 2005.)

2.4. Qustainable supplymanagementin SMEs operating in the textile industry

In this chapter, the special characteristicsrafill and mediursize enterprise€ESMES)
are presented and the role of sustainable supply managamenySMESs is discussed.
Furthermorethe characteristics afustainability inthe textile industry which acts as
the contextfor this study, arereviewal and discussed. Eventually, the theoretical
framework of the study is developed the practices okustainable supply management
taking also thespecial characteristics of SMEs and the target industry into account.

2.4.1.SSM in small and ediumsized aterprises

Small and mediunsized enterprises account for the majority of all businesses globally
(Pedersen 2009; Howarth &redericks 2012; Perrini & Tencati 2006), and thus
represent a dominant form @f business organization worldwid@attisti & Pery
2011).Furthermore SMEs compose 99% @ill businesses in Euro@end 66% of total
employment in the EU (Baden et al. 2008nall and mediursized enterprises are
defined agirms that employ fewer than 250 persons and that have an annual turnover of
up to 50 million euros, and/or an annual balance sheet total not exceeding 43 million
euros (Commission Recomnuation 2003; Statistics Finland 2038 Furthermore, an
SME must meet theriterion of independenameaning that its notowned as to 25 per
cent @ more of its capital or voting rights by one enterprise or jointly by several
enterprisedo which the criterion oSME is not applicablgStatistics Finland 2018
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Moreover,within the SME category, companiean be furthedivided under micro,
small andmediumsizedfirms. A smal enterprise can be defined fasn that has fewer
than 50 employees and whose annual turnover aadfaral balance sheet total dot
exceed 10 million euro$&.urthermore, a miorenterprise can be definedfam that has
fewer than 10 employees and whose annual turnover aadfaral balance sheet total
do not exceed 2 million eurogCommission Rcommendation 2003.) See Table 2
below for SME definitios.

Table 2. Definitions of SMEs (Adaptedfrom Euilopean Commission 2048

Company categoy | Number of employees Turnover Balance sheet total
Mediumssized <250 <50 million€ <43 million€
Small <50 <10 million€ < 10 million€
Micro <10 <2 million€ <2 million€

The SME sector is considerada remarkable contributor to innovativeness, a source of
competition and an important provider of employment and labour flexibility in the
markets (Perry & Towers 2009). In addition, Baden et @092 note that SMEsO
environmental impact per unit is greater than those of large corporatiwhshey also
heavily contribute to pollution and waste levels. It is suggested that SMEs together
account for up to 70% of industrigbollution worldwide Baden, Harwood &
Woodward2011;Battisti & Perry 2011)Thus due to thdarge amounbf SMEs, their
environmental impact may actually equal or even exceed that of the large corporations
(Nulkar 2014).Taking all these aspectmto account SMEs are requiredotemploy
especiallythe environmentally sustainable practic&gbat et al. 2014)andBattisti &

Perry (2011)further highlight thatthere is a growing need to examine why and how
theyengage inthis kind ofenvironmental sustainability

Previous esearch combiningMEs and sustainable supply chain managementdecus
mostly on SMEs as supplieend discusseshow SMEs are able tongage in the
sustainability initiatives coming from thelarge buyers §ee e.gvan Hoof & Thiell
2014 Nulkar 2014) However Baden et al. (2011) note that theraigrowing needto
examine how the increasingdemand of integratingsustainability criteria into the
procurement decisions influence the SMH%uboulic & Walker (2015)further
emphasize thahe lack of research focusing on gmall firms@uctivitiesin sustainable
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supply chain management has been frequently recogaigeuh the previous rgearch
Moreover,aso European Commission has recognized the need for more research on
when and how SMEsnake and implement sustainability requirements on their
suppliers, and how to best promote thesguirements taking the capacities of SMEs
into consderation (Baden et al. 2011).

SMEs have generally seen to fail in their environmental sustainability attempts due to
low takeup rates of sustainable business practices. Tipiartly because the prevailing
frameworks and standards are developed infanthrge corporations, not for SMEs.
Since SMEs do not operate as miniature large companies, these frameworks cannot be
directly applied to SMEs. (Battisti & Perry 2011.) Al€diberti et al. (2008) note that
SMEsO sustainability practices differ suliily from the large companiesO practices.
Furthermore Perrini & Tencati (2006) highlight that many of the methods, tools and
instruments developed are ngipsicable in SMEs due to their complexity alagk of
flexibility. Due to the distinct charactstics of SMEs, the practices and issues that
apply to large corporations cannot be simply just transferreshai and mediunsized
companies(Baden et al. 2011; Pedersen 2009)

Moreover,it is relevant to studgustainable supplnanagement practicesnongSMEs

in particular due to the special characteristics tbese firms SMEs are strongly
influenced by their lack of resources and support to impleswestainabilitypractices

and also by their strong ties with the businegsdners and local commuieis (Ciliberti

et al. 2008. Furthermore Baden et al. (201X)otethatsustainability activitiesn SMEs

are often part of the ownenanagerOs responsibilities that need to be taken care of
alongside a large numbef other tasks.Thus lack of manageménresources is
recognized to be a critichhrrierfor SMEs that hinder them from investing in activities
that are not essential for d&y-day operations of the busine&aftisti & Perry 2011).
Perry & Towers (2009¥urther highlight that smaller firms@osition to implement
sustainability is more challenging than the ones of larger firms dine tomitedskills

and resources ineffective production as well aslack of understanding about the
demandsof various stakeholderd~urthermore,SMEs are suggesti to have lower
bargaining power towards the suppliers dueh@rtsmallsize and smaller purchase
volumes (Ayuso et al. 2013; Jorgensen & Knudsen 2006), and therefore the
enforcement of sustainability standana® the supply chaimightbe more challeging

for themthan for the largeplayers(Ciliberti et al. 2008; Pedersen 200®yuso et al.
2013.
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Moreover, t is suggested that SMHEright not beas willing to act proactively and
engage in voluntary sustainability initiativas the large corporatons This may be

partly due tothe low visibility of an individual SMElower external pressurand
thereforealsolower reputational risk(Battisti & Perry 2011Holt & Ghobadian 2009

Also Ayuso et al. (2013) suggest that in additiothi fact thatarge corporations have
more human, financial and technological resources that can be reserved for the
sustainability activities, they are also more visible in the environment in which they
operate and more exposed to external pressure, and may theeefomrdinduced to
apply sustainability initiatives to reduce rigkgeron et al. (2012) furthendicatethat
proactive approach towards sustainability issues has been mostly applied by large
corporations, whereas SMEs rather employ more reactive pra&e@sn et al. (2011)
further note that SMEsreless engagerh voluntary activities that do not possess direct
business benefitdvioreover,sustainability related activitiesf SMEsmay ke affected

by the fact that the firmsare usually ownermanaged andhus do notpossess
responsibility towards external shareholdéBaden et al2011)

Ghadimi et al. (2016further suggesthatgenerallySMEs do comply with the laws and
regulations related to environmental aspects of the business but morenegsiy the
socially sustainable practices. Thasnsciousness @MEsneeds to be increasaedko

about the advantages of social sustainability for the business. (Ghadimi et al. 2016.)
Also Baden et al. (2011proposethat SME might pay more attention to ¢h
environmental activities than the social, and argue that this might be dtie to
increased interest within the media and governments towards the environmental issues
as well as the increasing legislation in relation to these aspects. Furthermoréahe au
indicatethatthe social responsibilities of the business among the SMEs are still mostly
viewed as responsibilities towards the companyOs own staff, and the understanding of
the responsibilities towards the wider society and the local commuattiasge still

requires more attention. (Baden et al. 2011.)

In addition to the fact that SMEs differ frolarge corporationdor instancen terms of
resource disadvantageheyalsodiffer in terms of theibehaviourakdvantages, which
include for examie entrepreneurial drive and risk taking, motivation and perseverance
motivated employeeas well asflexibility (Perry & Towers 2009 Furthermore, as
dready highlighted as an importantcontributor among theimplementation of
sustainability initiativesthe concept of managerial commitmeist paticularly present

in SMEs inwhich the manager or owner may decide about the allocation of the
company resourced.aking into consideratiothe facts that SMEs operate ammore
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personalized way and that they &ss visiblefor the public also theireffortsrelated to
sustainabilityactivities are more linked to the personal values ofith@Dsmanager or
ownerthan to the external pressure. (Pede®@0®0; Perry & Towers 200Battisti &

Perry 2011) Battisti & Perry (2011) further note that sinceetrownership and
management BBMEs may be very centralized and of the same personOs responsibility,
small and mediunrsized firms mostly act and behave based on the values, motivations
and psychological charactercs of individuals.

Moreover, BostrSm (2015) suggesihat the individual firms may overcomethe
challenges ofthe small size and low negotiatingower towards the supplierby
collaborating with different businessassociations and networks as well as by
developng joint requirements and conduwj joint supplier assessmergractices
(BostrSm 2015).Furthermore, KSksal et al. (2017) indicateat SMEs might benefit
from and better implement sustainable supply managepnaciices bysoucing from a
small supplier base, which also enables the development of-tknng supplier
relationships.

2.4.2 Characteristics of thextile industry

The textile industry ixharacterized byts global naturgBostrSm & Micheletti 2016;
Zimon & Domingues 2018)The suply chains of the textile industry are globally
stretched andragmentedandthus may be rather complex (Oel2017 Ksksal et al.

2017 BostrSm & Micheletti 2015 The fragmented nature of the supply chains may
create challenge®r the industry firmssince a large variety ofactors from diverse
countries, which are commonly developing markets, are involved in the supplg, chain
and thus also the transparency of the supply chain may suffer (KSksal et al. 2017).
BostrSm & Micheletti (2016) further emphasideat theglobalizedtextile production
commonlyinvolves various cultural, geographic and political conteQtsmplexity and
fragmented nature of the textile industry due to the globalization of the supply chains
increase the importance of sustainabilggues of the textile productiofiKhurana &
Ricchetti 2016) Moreover, nvolvementof various players andationalcontextsin a
firmOs supply createsibstantial challenges related to the governance of the supply
chain (Bostrsm & Micheletti 2016)Overall the globalization of the supply chains in
textile industry considerably increases the industryOs impact on the environmental and
social issueskhurana & Ricchetti 2016)
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Goworek (2011) highliglst that textiles are rarely manufactured by tegailers
themselves andotesthat the production isommonlyoutsourced and stdontracted to

textile manufacturers located around the woBastrSm & Micheletti (2016) suggest

that industry firms seek to outsource the textile production to developing countries
particularin order to reduce manufacturing costs and to stay irtighéeningglobal
competition.Firms outsource their production to as well as acquire raw materials from
countries with low labour costZifnon & Domingues 2018Shen 2011 However, in
addition to lower costs, these countries also have lower standards related to labour and
environmentalissues, and people are less aware of the environmental aspects and
human rights (Khurana & Ricchetti 2016; Shen 2014).

FurthermoreKsksal et al. (2017mphasize thatspecially clothing supply chairse

rather long including several partners. Thysstream supply chains including the focal
brand, yarn and fabric makers as well as raw material producers may result in a
situation where the point of orig of the raw materials are several steps far from the
focal brand in the supply chain (Khurana & Ricchetti 2016). Goworek (2oitther

notes thaby outsourcing the textile productiothe industry firms have estranged the
consumers from the souroé manufacturing.

Moreover,textile and clothing industry istrongly characterized byts fashiondriven

nature (BostrSm & Micheletti 2016).Consumption behaviour of consumers
emphasizingvide variety and affordability of producexerts pressure on the umnstry

firms, and compel them to pay attention to the responsiveness and effectiveness of their
operations (Oelze 2017The textile industry also suffers from the trend towards fast
fashion and cheap clothingitnon & Domingues 2018)which have a considable
sustainability impact. Promoting the mentality of fast fashion creatsevere
sustainability issues including low quality of products, shoeterm use, frequent
replacement of clothes as well as increasing amount of textile Bs&rsm &
Micheletti 2016; NinimSki and Hassi 2011).

However, consumersO awareness regarding sustainability issues is growing and they
increasingly demand sustainably produdedtiles that are manufactured in decent
working conditions respéiog the workers® human rights well as the environment
(Goworek 2011Zimon & Domingues 2018 Thus, the industry firms are required to

pay attention to sustainable supply management in their business operdtorshen

(2014) supports this viewpoint and indicates tt@isumers & increasingly interested



50

to buy sustainably produced textilas well asalsowilling to pay higher price for them
if the quality of the products remains the same.

Even though the implementation of sustainable supply chain management has received
an ingeasing attention among scholars, limited attention has been paid on the
implementation of SSCM in the textilgector in particular (Oelze 201Zimon &
Domingues 2018 However, the increase in consumersO awareness of sustainable textile
production is sugested to boost the importance of sustainability and sustainable supply
chain managememmoryg the industry firms (Shen 2014imon & Domingues 2013
Khurana & Ricchetti (201:690) further emphasizthe importance of sustainable supply
chain managemenin the industry by stating that OompanyOs most significant
environmental and social impacts are found not in its own operations, but in its supply
chairO.Thus, integratingsustainabilityinto the supply chain management will certainly
become a cruciathalengefor the textile firms in the near futu(®hen et al. 2017

order to sustaintheir competitive position and stay in the competiti@dimon &
Domingues 2018 Moreover,Shen et al. 4017) suggest thatmultiple industry firms

have already acknowledd the role of sustainability in firmOs business operations and
started to implement sustainable supply chain practices.

Moreover, Freise & Seuring (2015) emphasize that 4sompliance to sustainability
requirementds frequently exposed ithe textile ndustry supply chainsand include
unacceptable working conditions as well as other burdenserning sustainability
along the supply chainsThus, Oelze (2017) highlighthat a critical challenge
commonly faced by the industry firms is teedd a fine he betweenattaining
competitive advantage amtiplementingsustainabilitysimultaneously as satisfying the
needs and expectations of various stakeholdeetao the firm reputation, legitimation
and credibility.Moreover, &ting sustainably ithetextle supply chains in particular is
suggested to be challengidge to the abovementioned fragmera@d complexature
of the supply chainas well as to the simultaneous pressuredst and lead timghen
et al. 2017Bostrom & Micheletti 2016).

2.4.3 Dimensionf sustainability emphasized in thextile supply chains

Textile industry, as one of the largest industries globally, is also considered to be one of

the world’s most polluting industries (Bostrom & Micheletti 2016; Shen et al. 2017;
Diabat et al. 2014), and thissues related to sustainability and sustainable supply chain
managemenhave particular importanc@ the industry (Zimon & Domingues 2018;
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Shen et al. 2017)he negative impastof the textile productionon the environmental

as well as social aspec#se widely recognized in the previous research (Zimon &
Domingues 2018; Diabat et al. 2014; BostrSm & Micheletti 200&)reover,the social

and environmental impacof textile products aresignificant along the entire lifecycle
(Oelze 2017)Bostrsm & Micheletti (2016) further emphasizeathextile and clothing
industries receiva great attention among the public concerning issues such as climate
change, chemical society, water shortage and huiglats.

Textile industry and its supply chains are extremely labour intensive (KSksal et al.
2017; Shen 2014). Thus, the importance of social aspep@rticularis highlightedin

the industry (Freise & Seuring 201%According toKhurana & Ricchetti(2016) the
textile industry has generally beenconfronted with social issues such as labour
standards and working conditioride entire upstream supply chain from raw materials
into finished textile productsas major negative impaatsgardingthe socidaspects of
sustainability especially when the products are manufactured in countries with lower
labour costs (Shen et al. 201As emphasized by Diabat et al. (2014) and Freise &
Seuring (2015), the most common sustainability issues in the textildarpdus related

to thesocial and employerelated aspect€ommonly mentioned issues in the previous
research concernintipe social aspectsand risksin the industryinclude child labour
(Diabat et al. 2014; KSksal et al. 2017; Freise & Seuring 20&f)ed labour(Freise &
Seuring 201} working hours andconditions (Diabat et al. 2014Freise & Seuring
2015; BostrSm & Micheletti 2016KSksal et al. 2017; Khurana & Ricchetti 201#s

well ashealth and safety of the employd&sabat et al. 2014BostrSm & Micheletti

2016; Khurana & Ricchetti 2016; Freise & Seuring 2D1Moreover, the textile
industry is characterized by issues concernitgmporary employment contracts
(BostrSm & Micheletti 2016) and low wagéBostrsm & Micheletti 2016 Khurana &
Ricchdti 2016; Freise & Seuring 2015

In addition to the social issues emerging from the textile production and other supply
chain activities, textile industry haa major impactalso on the environmental
sustainability (BostrSm & Micheletti 20}6Khurana &Ricchetti (201% emphasize the
growing pressure on natural resources due to accelerated growth of demand in the
textile industrythat results from population growth and economic development of the
developing countriesThe praluction process of textilaa which the raw materials ar
turned into finished productsave heavy negative impacts on the environment (Shen et
al. 2017; Shen 2014; Diabat et al. 2R14 addition to the manufacturing process, also
the transportatioactivitiescontribute to environental damage in the industry (KSksal
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et al. 2017).Sustainability issues regarding the environmental aspects in the textile
supply chais include extensiveuse of watefKsksal et al. 2017Zimon & Domingues
2018 Bostrsm & Micheletti 2016 Khurana & Riccletti 2016 Shen 2014 use of
hazardouschemicals(KSksal et al. 2017 BostrSm & Micheletti 2016 Khurana &
Ricchetti 2016 Shen 2014Diabat et al. 2014)ncreasingpollution and generation of
waste (KSksal et al. 2017 Zimon & Domingues 2018BostrSm & Micheletti 2016

Shen et al. 20x7&Khurana & Ricchetti 2016 climate changgZimon & Domingues
2018),biodiversity and animal welfar@gkhurana& Ricchetti2016) as well adepletion

of raw material{Zimon & Domingue 2018).

However, there are alreadglstions available for developing the state of sustainability
in the textile industry suggested by previous resea8iten (2014) indicate that
sustainable supply chain managementha textile industry may include for instance
development ofecomateriab, providing of safety training andmonitoring of
sustainable manufacturindn addition, reise and recycling of materials, such as
recycled polyester, recycled cotton and recycled plastic may be used to save energy and
water and to lowerthe greenhouse gaemissiors. Moreover traditional ways of
growing cotton whichis used as the main material for textile and apparel production
involves heavy usage of chemicals and pesticid&hen 2014.)Goworek (2011)
suggest thastandard cotton farming hasjor ewvironmental implications and accounts
for 11 per cent of thevorldOs pesticide consumptiddowever, more sustainable
textiles can be produceahd tle negative environmental impactay be reducedby
utilizing organic fabrics such as organic cottothat s grown without consuming
pesticides andynthetic fertilizers(Shen 2014)Zimon & Domingues(2018) further
suggest thathe environmental impadf the textiles should be identified and taken into
consideration already duririge designing process.

2.4.4. Theoretical framework of the study

In this chapter, the theoretical framework of the study is developed based on the
extensive literature review conducted aboMee aim ofthe researchs to examine the
current state of sustainable supply managenmettie Finnish SMEs operating in the
textile industry, and to investigate how these firms manage sustainability in relation to
their suppliers in practiceThe main focus of the study is on the sustainable supply
management practicéisat may be appliedhithe buyetsupplier relationships. Based on

the previous researchAkhavan & Beckmann 2017; Gimenez & Texawa 2012;
Sancha et al. 2016; Yang & Zhang 2017), these practicedivided into supplier
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selection, supplier development, supplier collaborataomd supplier assessment
Moreover, this research aims to examirtee motivational factorshat encouragehe
industry firms to employ theseactivities but alsoto explorethe perceived challenges
that may hinder the textile SMEs from engaging in sudtdibaamong their supply
managementEurthermore the specialcharacteristics of SMEs as well as dhstinct
nature of thdextile industry as the context of the dyuare taken into consideration to
investigatehow these influence on the SSM practicgplaed by the focal firmsThe
theoretical framework of the study is presented below in the Figurkbi8 framework
provides thebasis for the collection and analysis of the empirical ,datal will
eventuallyassist tanswelto the research questiandobjectives of the study.

Motivational factors Challenges
* External pressure * Required resources and economic uncertainty
* Extended responsibility of the firm * Lack of capabilities
* Increasing competition between the supply chains * Measurement and evaluation of the impacts
* Risk management and transparency * Information sharing and resistance from the supplier
* Perceived competitive advantage side
* Internal commitment and values of the firm * Cultural differences
» Improved reputation * Location and size of the suppliers
* Source of differentiation
B NS P ,

Sustainable supply management

Supplier Supplier Supplier Supplier
selection development collaboration assessment

Characteristics of SMEs Characteristics of textile industry

» Limited resources and capabilities *  One of the most polluting industries

* Sustainability as a responsibility of the owner/ * Long, globally stretched and fragmented supply
manager chains

Low bargaining power

Low visibility and external pressure

Personal values and motivation of the management
Strong ties with local communities

Production outsourced to developing countries
Fashion-driven nature of the industry
Labour-intensiveness

Increasing consumer awareness

Figure 3. Theoretical framework of the study.
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3. RESEARCH DESIGN AND METHODOLOGY

The research problemgsearch questiorend theparticipantsof the studyall influence
on thedecisionson the research strategy and research metfiddsjSrvi & Hurme
2006: 13 27/RY). In this chapter,methodologicalchoicesand methods for data
collection and analysis based on the purpose of the ressadlthe research questions
arepresenteds well adurther justified

3.1 Research methodology

Eriksson & Kovalainen (2008: 4, 11) suggest that business research has typically been
characterized with quantitative research apprpamid qualitative researchhave
received less attentionlypical for quanttative research is the generalization and
predictability of the results and the aim of finding explanations of causality, whereas
gualitative researcpursuesontextual explanations, interpretation and undedstgnof
different perspectivegHirsjSrvi & Hurme 2006: 2P This study aims to achievea
deeper understanding of tharrentstate of sustainable supplyanagement ifrinnish

small and mediursized enterprises operating in the textidustry and how these

firms pursueto manage sustainability irelation to their suppliersas well asto
understandhe motivational factors andhallenges behind th&ustainablechoices that
SMEs make in their supply manageméittus, qualitative research approaslhustified

in this researchQualitative researchims to understand a specific event profoundly or
acquire information about a phenomenon.udjtative methodsalso highlight the
perspectives of the participts andenablethe researcher to get closer to those meanings
that individuals give to differeqthenomena and even(slirsjSrvi & Hurme 2006: 28

28, 59.) Furthermore, a&sed on qualitative research approach, the reality is seen as
socially constructed and interpreted by individuals, and thus in studying specific issues
the interpretation and holisticnderstanding are central (Eriksson & Kovalainen 2008:
4EB, HirsjSrvi & Hurme 2006: 22).

Ontology of the research refers to the assumgptairthe nature of realitywhat is real
and what is the nature of thghenomenon that theesearchaims to study(HirsjSrvi,
Remes& Sajavaar20092 130) Considering quantitative research, the nature of reality
is seen as objectivepongruentandindependent from people and their actionkereas

in qualitative researcteality is seen as subjective and manifold lohea individualsO
experiencegHirsjSrvi & Hurme 2006: 22Eriksson & Kovalainen 2008: 13The
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concept of sustainable supply management considers the relationship between the buyer
firm and its suppliers and therefore deals with personal experiencesitarattions
between the playerss well ageflects human perceptions and subjective knowledge.
Since the aim of the study is to examin@derstand and interpréte current state of
sustainable supply management in Finnish SNtiEEsugh experiencesattitudesand
perceptionsof the firmsO representaiyehe research is based on the ontological
assumption that reality is understood as subjeetncgemanifold These perceptions and
experiences of individuals may diffetom each other, change over timedare highly
dependent on tlrecontext. This kind of assumption alsoknown as constructionism
assumes that reality is produced in social interaction between individuals, aedd¢hus
reality is uniquebased on individualsO interpretatiofigiksson & Kovalainen 2008:
13p14.)

Epistemology of the research refers to the nature of knowladdethe relationship
between the researcher and thepondent§HirsjSrvi & Hurme 2006: 23HirsjSrvi et

al. 2009 130. The focus is omow the knowledgés producedand justified (Eriksson

& Kovalainen 2008:14). Consideringthis thesis epistemology als@bserveshow to
acquire knowledge for the research (HirsjSrvi e2@09 124).The qualitative research
approachemphasizegonstant interactiobetween theeseacher and theespondents
whereas in the quantitative researchrigpondent isssumedo beindependent of the
researchr (HirsjSrvi & Hurme 2006: 23 The researcher can be either seen as
autonomous and external or as an actor that takes part irrdtiecpon process of
knowledge(Eriksson & Kovalainen 2008: 15).

Theseepistemological views are associated with different philosophical positions that
include positivism, interpretivisrand critical realismBased orpositivism, the reality

is construatd from observable material things ahée knowledge is possible to obtain
only through experience antheasurementPositivism is mostly associated with
guantitative research, and is based on the idedhbatim ofresearchs to find causal
explanationsand regularitiesinterpretivism on the other handemphasizes subjective
and shared meanings well as interpretation. Interpretivism suggests that the shared
reality may change and is socially constructed through complex patteainsarfs and

that the knowledge can be obtained only through social actorgical realism
combines ideas from both, positivism and interpretiviginksson & Kovalainen 2008:
15600.) This researchrelies on iterpretivismas the knowledge is obtained through
interaction and shared meanindggetween the researcher and the participants, and the
data istheninterpreted andnalysedy the researcher based on $pecificcontext.
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The reasoning logit scientific research cape divided intodeductiveand inductive
logic (Tuomi & SarajSrvi 200995). Deductive logic refers to the fact thatdwledge
relies ands produced based on existing theory, #mresearctproceeddrom theory
and hypothesis formulation to empirical analyssluction on the other hands based

on theassumptiorthatthe researctprocess starts from empirical findings and proceeds
towards theoretical results. (iksson & Kovalainen 2008: ZP3) However, as
Eriksson & Kovalainen (200822ER3) highlight, research logic of pure deduction or
pureinduction rarely exi®, but rathera combination of these two concepéhduction

is applied by many researchers that use induction and deduction in different phases of
the researchl'he theoryand indepth literature review are the main pointgeference

in this thesis which arethentestedby empirical researchMoreover, his thesisaimsto
reassess the prior theory and increase the knowledge area of researdrough
empirical findingsThus,the researclogic of thethesis can beonsideredsabductive

3.2 Research strategy

Research strategy refers the decisions about the methodological choices of the
research. The purpose of the research disasdghe research problem influence on the
decisiors aboutthe research strategTraditionalresearch strategies can be categorized
into experimental studies, surveys and case studigperimental studies aim to
examine the effect of one variable on the other, and are mostly applied in quantitative
studies thaare conducted in controlled enwmments where systematic and deliberated
changes of conditions are possible. Surveys aim to obtain information in a standardized
form from a group of people through questionnaires or structured interviease
studies, on the other hand, aim to obtain itkgtainformation about and describa
specific phenomenon by examiniagd analysing single case or a small number of
linked cases(HirsjSrvi et al2009 132135, 192.)

Based on the above categorization, a case stutheimost suitablechoice for this
thesisconsidering the aim of the research and othethodologicakhoices presented
above.Eriksson & Kovalainen (2008.16) suggest thaby conductinga case studit is
possible to represenbmplexissuesin easy to understand and personal way, #wis
case studieare ratherrommonespecially in business researéhsubject of thecase
study may be an individual, a communitgn event ora group of eventsand the
research commonly focuses on the processes (HirsjSrvi 20@f. 135 Saaranen
Kauppinen & Puusniekka 2006 A case studyseeksto produce detailed and
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comprehensive knowledge about the subjeictthe researchoy utilizing multiple
empirical sources of datauch as interviews, obseations and different documents
(Eriksson & Kovalainer2008: 11®117; HirsjSrvi et al2009 135) and the studied
cases are often examined in their natural environments. The aim of the case study is to
describe the characteristics of the research subject systematically and intadetail
increase the knowledgabout the phenomenaather than tgresentcorrelation, test
hypotheses or make predictions. (Saaratanppinen & Puusniekka 2006.)

Case studies can be dividedio intensive case studies aextensive case studies based
on theaim of the research artle number of casesxamined(Eriksson & Kovalainen
2008: 11@117). The aim of thisthesisis to obtain a comprehensivederstandingf

the current state of sustainable supply management in Finnish SMEs operdtiag in
textile industry by examiningnultiple industry firms and to also addresscommon
patterns across these cases (Eriksson & Kovalainen 200BL228Thus,this thesis
employsa research strategy @xtensive case studihese multiple ases aranalysed

to examine understanénd explain th phenomenorf sustainable supplpnanagement

in Finnish SMEs comprehensivelgnd to tesand extendhe prior theory.Extensive
case study is applicable especially when prior theorg specific issuas missingor
when the prior theories have gaps thaged furher elaboration and examination
(Eriksson & Kovalainen 2008: 1i£823). As highlighted in the chapter 214, there is a
recognized gap in the research sustanable supply management in SMEs, and thus
extensive case study asesearch strategys well justified.

3.3 Data collection

In qualitative researchthe most commomlata collection methods include interviews,
surveys, observations as well asalyss of different documents (Tuomi & SarajSrvi
2009: 71). he empirical datzollected bythe researcheare called primary data, and
can beobtainedfor instanceby interviews andbservationgEriksson & Kovalainen
2008: 7B78, HirsjSrvi et al2009 186 HirsjSrvi & Hurme 2006: 3B7). The empirical
data that already exist are called secondiata, and may includer instancedifferent
documents, diariessideo recordingsand media textg¢Eriksson & Kovalainen 2008:
77078, 89. Eriksson & Kovalainen (2008: 125) highlight thatdepth interviews are
generally utilized as a primary source @mpirical data in business research and
especially among case studi@dus alsothis research employs-depth interviews
with the company representativasa primary source of datdvioreover, theresearch
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hasa cross sectional design, as the data lalicollected at one point in time. This
choice isjustified since the purpose of the thesis is to study the current state of
sustainable supply managemémtFinnish SMEs at a given point of timAlso, the
scope of the thesis, limite@mount oftime and t¢her available resources support this
choice.

Interviews as a data collection method are used to produce empirical materials to best
study the area of interest in the reseatohaddition, interviews are widely applied in
business research due to theffectiveness and practicaliip gathering information

that is not available in an already published fofRriksson & Kovalainen 200878

81.) Interviews arealsoseenas aflexible and suitablehoicefor various starting pois

and research purposes\daaretherefore one of the most used methods for collecting
data (HirsjSrvi & Hurme 2006: 14, 3#irsjSrvi et al.2009 204205. An interview
includes both verbal and naerbal communication by which the thoughts, attitudes,
opinions, knowledge and filmgs are transferred and explored (HirsjSrvi & Hurme
2006: 4842). Eriksson & Kovalainen (2008: 81) further suggest thtrviews are
useful to study individuaDexperiences from their perspectiv&his thesis aims to
examine and analysethe experience and attitudes of thérm representatives to
understand the current state of sustainable supply managemmemyg the SMEs
operating in the textile industryMoreover, & the concept of sustainable supply
management is rather unexplored among SNtEerviews asa collection methodare
justified to clarify the answers and acquire deeper understanding of the information
(HirsjSrvi & Hurme 2006: 35).

Based on how structured theterview questions are and how much therview
situation is outlined by theesearcher, the interviews can vary betwstemctured semt
structured and unstructured interviews (HirsjSrvi & Hurme 200844t3Eriksson &
Kovalainen 2008: 8B83; HirsjSrvi et al2009 207ER10). This research employgemi
structured faceto-faceinterviewsthat can be considered as intermediaten betveen
structured and unstructured interviewsThe characteristics of a sestructured
interview include that some, but nalt aspects of the interview are fixed; for example
the order of the questiomsay vary or the wording of the questiomay be modified.
The interviews with théirm representativeproceededased on predetermined themes,
and thus may also be referred as theme intervi@wissjSrvi & Hurme 2006: 4#8;
HirsjSrvi et al.2009 208) As Tuomi & SarajSrvi (2009: 75) suggest, the themes were
chosen based on the prior theory and the theoretical framework of this research.
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Six small and mediursized companies operating in tRenishtextile industry took
part in the researchlhe firms were choserappropriatelybased on their external
communication and the researcheg®®r knowledge abouttheir sustainability
practices. ie casecompanies represent those that alre@dypgnizesustainability and
suwstainable supply management agical part of their business and that are already
investing in sustainabl practices. This choice enablés obtain more detailed
understanding abotibe appliedsustainabilitypractices ando also acquire information
about the motivations and challenges bedhimeseactivities Thefirms were contacted
via emailduring February 201&verall,thefirms wereratherinterested about the topic
and many of thenstatedthat sustainable supply managementeslly topical for their
business at the moment. Only or@mpany did not reply tthe inquiry at all andone
company could ngbarticipatein the research due to limited resources.

The interviews were conducted in Marand April 2018In qualitative research, the
selection of the participants should be debiverand purposeful so that they represent
those individuals that haveelevant knowledge and experience about the studied
phenomenonTuomi & SarajSrvi2009: 8E86). In order toobtain as relevant and
detailed understanding about tk&udied phenomenonas possible the respondents
representethose who are responsilfler the sustainability issues within the company.
Due to the small size and limited resource$SBfES, most often the respondentsre

the executives of theompany but a few of the firms aggied pesons exclusively
responsible forsustainability issuesn the supply chainThe interviews were built
around six different thensewhich guided the conversatioAll interviews except one
that was conducted via phone, were faeéace interviewsconducted in FinnishThe
duration of the interviewwaried between 44 and 59 minutesll interviews were
recorded to make the analysis of the dataedetailedandaccurateSee the iterview
details in the Table Below. The guiding outline of the tinee interviews, which was
also sent tahe participans approximately a week beforehand to give tharmoughtime

to prepareis includedat the end of the researak Appendix 1.
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Table 3. Interview details.

Company | Company description | Position of therespondent Duration of the interview
A Apparel Chief Operation Officer 59 minutes
B Home textiles Corporate Responsibility Managell 45 minutes
C Apparel FounderPartner 52 minutes
D Home textiles CEO, Chief Financial Officer & 57 minutes
Brand Manager
E Home textiles, apparel| CEO 47 minutes
F Apparel, outdoor Head of Operations 44 minutes

clothing/equipment

3.4. Data analysis

After the collection of empirical data, thdata analysis, interpretation and careful
drawing d conclusions can be seen as the most impodadt critical stages of the
research (HirsjSrvi et aR009 221). The dcata analysis refers to carefubading,
organizing, classifying, outlining and deliberatinfthe empirical data, and aime

make senseof the content or structure of the data while considering the research
problem of the studyThe analysis is conducted by interpreting the empirical data and
discussing and reflecting it with the prior theory and reseasban®thinking. Tus it
involves consideration othe studied phenomenon and the research questions from a
specific viewpont. (SaaraenKauppinen & Puushiekka 2006.)

HirsjSrvi et al. 2009 223) suggestit the processing and analysfsdata should start

as soon as pewle after he data collection, whereas Saunders, Lewis & Tornhill (2009
4895 highlight that the process of data analygenerally starts simultaneously as
collecting the data and continues later lorthis research, the analysis of empirical data
was initiated bytranscribingthe recorded interview data into a written formraahost
immediatelyaftereachinterview. Transcribing the recorded data itavritten formatis
suggested to facilitatihe organizatiomndanalysisof the data (SaanenKauppinen &
Puusnieka 2006).Transcription wagirst conducted as word for word and included the
entire recorded datagathered through the interviews. SaaraenKauppinen &
Puusniekka (2006) note that the exactness of the transcription is affected by the chosen
type of analys. Regarding this thesis, the interest lies in the content of the empirical
data to explain thphenomenon of sustainable supply management in Finnish SMEs in
detail, rather than in the expressar used language. Thus, the transcribed data was
later ceaned up and fanstanceunnecessary expletisgvere removed to make the data
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morereadable and easier to organizbese transcribed interviews wehensent to the
respondentto ensure the factual accuramiythe dataPreliminary analysis wanitiated
as transcribing the datgy listening, writing and reading the interviews several tiaes
well as by outlining the written material consideringhat is relevant regardinthe
research problem and questions of the study

The data analysis approachem be divided into datadriven analysis, lheorydriven
analysis and theorgonded analysigTuomi & SarajSrvi 2009: 100 Saaraen
Kauppinen & Puusniekka 200Eriksson & Kovalainen 2008: 12829). In datadriven
analysis, units of analysis are chosesdabon the empirical data considering the aim of
the research, and the prior observations, knowledge or theories should not influence on
the execution of the analysi$heorydriven analysis, on the other hand, relies on a
specific prior theory or model @ahguides the analysis of the data, dne aim isto test

prior knowledge in a new contextheorybonded analysisan be placed between these
two extremes, ant characterized by some theoretical linkadeshis approach, the
units of analysis are cken from the data but the prior theory may assist in the progress
of the analysis, and as the data is categorized and conceptutizdidked with the
theoretical conceptslhe theorybondedanalysis often relates tihe abovenentioned
abductive logic,in which the researcher aims to combine the data and the prior
theoretical model{Tuomi & SarajSrvi 2009: ¥8.00) This research applieketheory
bonded analysis approach, which is in line with the above justification of abductive
research logic of #nstudy.

The data analysis this researclis conducted as qualitative,theorybondedcontent
analysis which aims to study thephenomenon systematically and objectiyeiynd
produce a general description of@ntent analysipursuedo analysehe textual déa

and seekneanings of it through interpretation and reasarifigomi & SarajSrvi 2009:
103108 112.) The aim of the content analysis is to describe the studied phenomenon
in a condensed form and to link the research findings with the wathdexd and with
findings from previous studigSaaraenKauppinen & Puusniekka 2006rhe analysis

also seeks to clarify the data so that it is possible to produce explicit and reliable
conclusions about the studied phenomenon (Tuomi & SarajSrvi 2009: 108

The content analysis is initiated by splitting the empirical data into small pieces, which
are then conceptualizegrouped and finally restructured ingological entity (Saaren
Kauppinen & Puusnikka 2006; Tuomi & SarajSrvi 2009: 1)08The transchied
interview data is examindal classifying, seeking of similarities and differences as well
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asby compressing of data (SaaemKauppinen & Puusniekka 2006lhe dataanalysis

in this research is based time presentatiomf Tuomi & SarajSrvi (20091080113
about the process afatadriven content analysis. The authors note that the theory
bonded content analysis proceeds as the-dfatan analysis relying on the empirical
data, butdiffers in a way in which the empirical data is combined with therétisal
corcepts as the data is abstractled theorybonded analysishée appliedtheoretical
concepts of the phenomenon are derived from the prior th€bmpmi & Saraj8vi
2009: 117.)

The data analysistarted byrecognizing the issuemd phrasem the empirical datéhat
are relevant casidering the research questiamd objectives of the studylhese
expressionwvere then simplified through codingwhich means splitting thdata into
smaller pieces (SaaranKauppinen & Puusniekka 2006), anidbeling these
expressions to facthte the grouping and organizatiohthe data (Saunders et al. 2009:
492). These codeand simplified expressionsere then gathereds listsfrom which
similarities and differences of the codes welserved andanalysed. Bnilar codes
were then categorized into groups, which camcdresideredas subcategorieandwere
then labelled accordingly. The analysis was continued bgombining similar
subategories with the same contewthich led to formulation othe main categogs
The abstraction and conceptualization of the original expressioagirred as the
analysis proceededTuomi & SarajSri 2009 101,1080113) The sulcategoriesvere
formed based othe expressions and findings fraime empirical datand were then
combned with the theoretical concepderiving from the prior theorpy formulating
the main categories. These theoretical concepts that algeathd the theme interviews
with the company representatiyé®lped to describe and analyse the central feabfires
the empirical data (Btsson & Kovalainen 2008: 129). Finally, all the main gatess
were further combined intone connective category thagpicts all the aboweentioned
categoriesThese categories wilventuallyassist inansweringo the resard question
and objectives of the stud§Tuomi & SarajSrvi 2009: 101 The progress of theontent
analysis is illustrated in thEable4 belowwith extracs from the empirical data.



63

Table 4. The progress of the content analysis (revised from Tuomi & SarajSrvi 2009).

Simplified

Original expression =" Subcategory Main categay Connective category
OI[E] for instance

among purchases or
procurement when Certain
emlploylng anew certificates are Suppgier Supplier selection

Supplier, we presume required from new|  requirements

that it possess certain suppliers

certificates, so that we

can purchase from
them in futured The current state of

sustainable supply
management in
Finnish textile SMEs

OI[E] if you donOt
conduct the audits by
yourself, audit
conducted by a third
party is a guarantee
that things are done
correctly (at the
supplerOs premise§).

The suppliers®
activities are
monitored by Third-party audits

conducting third
party audits

Supplier
assessment

3.5. Reliability and validity of the study

The credibility of the research is most commonly evaluated with concepts of reliability
and validity of thestudy. The reliability and validity of the resear@ihdings might vary

due to several of reasons, and thus it issary to evaluatthese aspects in detdihe
reliability refers to the repeatability of thesearcHindings, which meanthe ability of

the studyto give haphazard results. (HirsjSrvi et 2009 231ER32 Eriksson &
Kovalainen 2008: 292 Thus, relidility of the research highlights the degree of
consistencyn a sense that the study could be repltatieanother researcher and still
would obtain similar results (Eriksson & Kovalainen 2008: 292).

Validity of the research refers tbe ability of the chosemesearchmethodsto measure
exactlywhat they areneant to measur€&or instance among survey research, there is a
risk that the respondents understand the questions differently than what the researcher
has thought o&nd what is the aim of th&tudy This createsreors in the results, and

thus the findings cannot be considered correct or valid. (HirsjSrvi20G0. 231E232.)

The research findingare requiredo be true and certain, and they also need to represent
the studied phenomenon ahd supported by evidence (Eriksson & Kovalainen 2008:
292). Considering this research, the participants were informed about the detailed aim
of the study, the context of the study and the present stedtevhntresearch as well as
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the benefits of the search for the industry firms themselves via email at the same time
than they were asked fmrticipatein the study. Furthermore, the interview questions
were sent to the participants approximately a week beforehand of the interview to give
them time to pepare, and also in order to increase the validity of the data. dinoss
occurring from confusion about the aim of thedstwr the interview questionsere
minimized.Moreover,the transcribed interviews were sent to the respondemissure

the factial accuracy of the datevhich also increases the validity of the findings.

However, above concepts mostly originate from quantitative research, and thus have
received criticism among qualitative research due to their lack of clarity and
inappropriatengs with unique qualitative studieBven though part of the qualitative
research seeks to avoid the use of terms reliability and validity, the credibility of the
research should be evaluated by some méarmgialitative research, above all, detailed
desciption in every phase of the research about how the study has been conducted
increases its reliability. This includes describing tireumstances in which the data

was gathered, time spent in the interviews, possible disturbing factors as well as
misintepretations during the interviewAltogether, the progress of the research and the
choices regarding the research should be as truthful and transparent as possible to the
reader.(HirsjSrvi et al.2009 232.) Also Saarane#kauppinen & Puusniekka (2006)
suggest that, especially in case study research, by describing the data and the analysis of
data as exhaustively as possjlitee significance and validity of the research findings

can be strengthened@hese aspects were recognized and considered also ahisng t
thesis, and the choices regardihg methodological questiongsearch strategy as well

as data collection and analysis are justified in detail. Moreover, the progress of
collecting and analysing the data is represented as in detail as possildee&senthe
realibility and validity of the research findings.

An aspect that can be considered to affect the credibility and quality of the study is that
one of the case firms denot meet the criterion of SMEs about the independency. It
wasrevealed oly after the firm agreed tparticipatein the study that over 25% of the
company is owned by a firm that do not meet the criterion of SMEseWr, thecase
companymeets all the other criteria ah SMEconsidering the number of employees,
turnover as wll as the balance sheet total, amdo during the interviewthe firm
representative continuously referred to the firm as a soaaipany Moreover, the
answers by the firm representative were mostly aligned with the other resp@dents
answers Taking allthese aspects into accouifie issue of independency in this case

not considered as a majactor affectinghe credibility of the study.
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4. FINDINGS AND DISCUSSION

The aim of his thesigs to examine the current state of sustainable supply nesmneut
in SMEs that operate in the Finnish textile industry. Tésearclseeksto investigate
how thesmall and mediursized enterprisesas buyer firmsmanage sustainability in
relation to their suppliers. This chapiatroduces the case companies of tbgearch
and presentthe findingsfrom the analysis of the empirical data gatheti@dughthe
interviews with the company representative$he findings ardurther combined and
discussed with théindings fromprevious research on the phenomenbsustanable
supply managementaking also the nature of the textile industry as well athe
characteristics admall and mediursized enterprises into consideration.

4.1. Introduction of the case companies

As the aim of the study is to examiard obtaina comprehensive understanding about
the current state of sustainable supply management in Finnish SMEs operating in the
textile industry, the case companies were seleapgulopriatelyto meet these criteria.
The studyemploys a research strategy of extemsase study and thusultiple cases
were analysed to study the phenomenon of sustainable supply managxmieininish
companies that operate in the textile industmg ¢hat meet the criterion of small and
mediumsized enterprisgresented in the chegy 2.41. participatedin the research.
Furthermore, n orderto obtain a detaileédnd as relevaninderstandingas possible
about theindustry firmsOperceptions on sustainability armtactices ofsustainable
supply managementhe firms were selected toepresent those that already consider
sustainability and the management of sustainable suggalyiteal and integrated part
of their business.

Majority of the case companies have operated intéx¢ile industry for decades
However, two of the firms were foundedonly during the 21%' century. All case
companies operate in the textile industry but their main focusesMange of the case
companies focus mainly capparel anctlothing as their ma business area whereas
two othercompanies operate ihé field of home tedes. The product portfolio of one
of the case companiespresenta mix of both, clothing and home textiles. To secure
the anonymity of thdéirms, company names are not mentioedhe analysisbut are
referred as company A, B, C,,[E andF. Table 5below represents the characteristics of
the casecompanies.The information is gathered from the latgstblicly available
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financial statementsBased on the below characteristics of the companies, it can be
concluded hat companiesB armd F representmediumsized companies whereas
companiesA, D and E are small companieSompanyC representghe only micro
company of the research.

Table 5. Characteristics of the case companies.

Company Number of employees Turnover Balance sheet total
Company A <50 <10 million€ < 10million €
Company B <250 < 50 million€ < 43 million€
Company C <10 <2 million € <2 million €
Company D <50 <10 million€ <43 million€
Company E <50 <10 million€ <10 million€
Company F <250 <50 million€ <43 million €

4.2.Views onsustainability in the textile industry

Based on the interviews, the textile indussrmot considered as the most sustainable or
the most OgreenO line of business, #rarespondentgecognized theather poor
reputation of the indatry considering sustainability aspecthis is in line with the
previous research about the pollutive nature of the induBiwytrOm & Micheletti

2016 Shen et al. 20t Diabat et al. 2014and regularly exposed naompliance to
sustainability requinments by the industry firms (Freise & Seuring 20M8dreover,
especiallyguestions abouheethical and soclaspects of sustainabilityere seen to be
common due to the bad reputation of the industry, especially when ogeretine third

world countres. The importance of social dimension such as human rights and working
conditions in the production chaimss highlighted by the respondents amtognized

as aspectthat are of intereststo the consumers in particulaklso theenvironmental
aspets were mentioned toncreasinglydraw attention in the industry. One of the
respondents highlightethatthe sewing processa factrepresents a rather small part of
the productOs life cycle and that the largest environmental effects derive from the
production of the fibre and from the consumption of water and chemicals during the use
of the product.

Overall, the respondents commonly recognized the increasing interest towards
sustainability in the industry. Sustainability weeen as an increasing trendd doetter
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and more sustainable solutions were stated todmginuouslysearched forTransition
towards sustainable practices was considered t@pid and one of the respondents
suggested that all the industrgms will eventuallytransfer to sustain&business, but
the question ionly when.Being n line with the previous researcbhaut increasing
consumer awaress towards sustainably produced textiles (Goworek 2Riion &
Domingues 2018 sustainability aspectsere stated to bancreasingly disussed and
the customersvere recognized to bieetter aware ohow to demand more sustainable
alternativesfrom the firms.The increasin@ttentiontowardsmore sustainable actions
was seen teventuallycompel the industrfirms to change their actionspd cmpanies
who act irresponsibly ancbver up were not believed survive in the long run.

O[E] the ‘whole trend is about constantly searching for better and greener
solutions.O (Company D)

Goworek (2011) and BostrSm & Micheletti (2016) suggest thas common in the
textile industry that the production is outsourced to developing countries.h&lsage
firms of this studyrepresenthebrand hotlers and wholesalers that do not owctdaes
or production processes, ke production iggenerallycaried out byexternalsupply
partners.This was recognized to increaskallenges among the sustainability iss@aess
the companieare notable todirectly corrol the production processestbke upstream
supply chais. Company C represents an exceptiothis, as thefirm seekso transfer
its operations under subsidiary in Indian the near futureFurthermorejt was noted
by the respondents that thpstream supply chains in the textile industry generally
located outside the EUWEven though sme of thecase ompaniesstated tohave some
production also ireuropeand tohave recently transferred the production chains closer
to thar primary market areanajority of the products arstill manufacturedn risk and
developing countriesuch as Turky, China, Pakistan and Indig@hus,the location of
the produton chains wagecognized as a significarfictor increasg the role of
sustainability in the industry.

Moreover,therespondents highlighted tlggobal nature of the industasthe firms are

in continuous interaction witlpartnersoperating in variousountries both in their
upstream and downstream supply chairie globally stretched and fragmented nature

of the textile supply chains is recognized also in the previous research (Oglze 20
KSksal et al. 2017BostrSm & Micheletti 201p as factor that may increase challenges

in managing sustainability and especially in ensuring the transparency of the supply
chain.
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4.2.1.The role of sustainability ithe business operations

The intervewed firmsgenerallyconsideed sustainability as an integral part of the firm
identity, the brandandfirm values.When asking the respondetisout the meaning of
sustainabilityfor their firms, sustainability was seeas an intrinsic and obvioymart d
the businessAlso Ageron et al. (2012%uggestthat the role of sustainability as an
integral part of the firmsO strategic goals is continuously increasing.

An our firm, sustainability is actually, we seek to include it in everything we do.
Andis actually really important part of our activities, it is one of our valuasd

we are strongly a valuded companyso everything in the firm starts from thede
(Company B)

O[E] sustainability is a part of our strategyt is included in our values [ED
(Company F)

Moreover, sistainability as a firm value anmhrt of the case companiesO strateggess
considered tastrongly guide the business operations of the firn®&istainability was
generally seenas the basis forfirmsOoperations androcessesinstead of seeing
endeavoursowardssustainable business aseparate projecsustainability wasather
considered aacourse of actiomnd a mentality of the firm. Onespondenhighlighted
that it is difficult toconsidersustainability as a separateusssince it is strongly related
to every aspect of the business.

JE] it is a basis for everything we d@/e understand sustainability as a rather
broad factor guiding the operatioffig] O(Company C)

Quiality of the products was also seen as an aspaetaising the role of sustainability.
Based on thénterviews, the basis for the cafi@nsO busineds to design and produce
textiles that are durable and of highality. One respondent hilgghted that due to the
relatively small size of théirm compaed tothelarger players in the industrit is not
possilbe to compete with the price. Thus, high quality of the prodiscteecessary to
stay in the competitionContrary to the prevailing trend of fast fashion and cheap
clothing in the textile industr{Zimon & Domingues 2018Yhe respondents commonly
emphasizedhat the firms@roductsare not designed to be OffesthionO but rathé¢o

last time,season after season.

JE] primarily we design clothing that are made to last time considering the
designas well as the quality of the products. On no account we make that kind of
seasonOs fast fashion.O (Company A)



69

4.2.2.Backgroundor sustainate actiondn the industry

The personal values and internal aspiration of firms were emphagsized main
drivers for sustainable actiodsiringthe interviewsAspiraion to engage in sustainable
activities was considered tgrimarily begin from insidethe firm. One of the
respondents stated that thienOsemployees desire to act and live responsibyich
guides the business operatiorstarting from the product design Moreover, other
respondenthighlighted especially the role othe firm management and their
commitment to sustainable actions asimportantcontributor The personal values,
motivation and commitment of the firm management have also been recognized in the
prior researcl{Pedersen 2009; Perry & Towers 2009; Battisti & Perry 2@%19ritical
contributors of sustainability especially among SMEs.

O[E] it all starts from the top managemdid] they are strongly committed and
alwayshighlight that it is part of everyoneQs tasks to ensure that things are done
sustainably, and we continuousbim to improve the operationmto better
directionO(Company B)

One responderfurther highlighted the as#ration to be a desired employer in areas in
which the firm operates as a reason why the siemkgo act sustainably.

O[E] we want to be the best workplace in areas where we operateO (Company C)

Moreover, critical issues such as depletion of rattgsources and climate change have
been recognized to influence firmsO efforts to act more sustai(Ragell &
Shevchenko 2024 Also based on the interviewsesponsibility for the wider
surrounding environment and societgn be seen tencouragehe industry firms to
engage in sustainability. One of the responderttedtthat respect for humanity and
naturerepresents the basis for the entire operations of the Tine.company considers
being responsiblefor its environmental and economical footgriand respecting of
people.Moreover, concerns about the conditiofsr the future generationemerged
during the interviews.

O[E] | think it is selfevident that we do things to improve and to leave sort of a
reasonable world for people also after ug@dmpany F)

Sustainability is also increasingly seen as a source of competitive advantage among the
industry firms. One of the respondents stated tti@tcompany seeks prove that it is
possible to do profitable business while acting both environdherdad ethically
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sustainably. Moreover, the case companies recognized the positive impact of
sustainable actions on the economic benefits. It was highlighted by one of the
respondents that for instance paying attentmtine energy consumption or packagyi
wastewill lead to cost savingsThese findings are consistent with the findings of Funk
(2003) and Giunipero et al. (2012) who indicate that instead of considering
sustainability as a source of additional costs, sustainability initiatives are ingtgasin
seen as source of competitive advantage and increased profits.

QANd it is great in a way that you are able to do good things that will also benefit
the business.@ompany D)

OSustainability will also increasinglybecome a competition factor in fute.O
(Company D)

The industry firms aréo a greater extenalsoinfluenced by the external pressure to act
more responsibly. One of the respondémigglighted that in the beginning of the firmOs
sustainability work the level of external presswras rather slight. Howeveras
commonlynotedby the respondents and being consistent also with prevesasrch
(Lintukangas et al2015 Goworek 2011Zimon & Domingues 2013 sustainaility
aspects of the firmareincreasindy drawingattention among the plb, and especially

the awareness of the consumees recognized to haygown during recent year®ne

of the respondentsighlighted that the external pressure has considerably changed to
heavierand tougher only during the last six or twelve mon@@sumersare willing to
know more about the actions of the firarsdtheir sustainability aspect§hus, he role

of consumersO expectations wassideredo havea strong impact on the business, as
the firms are commonlyrequired to reactto the consume€ demand<Only one
respondentstatedthat the firm receives only little pressure and demands from the
consumers.

O[E] firms are required one way or another to react [to the external pressure]
and be involved. And the earlier and the more spontaneoosiase involved, |
think the better it will serve you as a firm in the long run [E]O (Company A)

In the previous researchedislative pressure has been recognized as one of the most
dominating incentive$o engage in sustainable practicespecially amag sustainable
supply chain managemefitolt & Ghobadian 2009Ghadimi et al. 2016) and the
previous findingsuggests that firmsO sustainability efforts are still commonly driven by
compliance to laws and relgtions (Giunipero et al. 20LZ2However, deying thelaws
and regulationsdid not receive considerable attention among the respondents
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considering the sustainability aspedist it was noted that the businesses overall are
regulated byhelaws and regulationsf the areas in which the firms opexaguch as the
REACH regulation on chemical substances, which the firmgpamearily required to

obey with. REACH is a regulation of the EU that aims to ensure the protection of
human health and the environment by assessing and managing the risks posed by
differentchemicals (European Commission 2D1BCHA 2018).However,one of the
respondentsoted that it igather difficult to predict the legislative pressures to come in

the next three to five years related for instancditi@rent sustainability agets and

thusit wassuggested thdhe best companiesdart operating better and more sustainably
spontaneously and voluntarily.

Furthermore, based on Battisti & Perry (2011) and Holt & Ghobadian (2009), the low
visibility and lower external pressurd emall and mediursized companies might
restrain them from proactively engaging in voluntary sustainability initiatives. However,
the suggestion that SMEs might be less willing to engage in voluntary sustainability
work did not resonate in the interview8n the contrary, the case companiesO
sustainability work seems to be at a more demanding level than the relevant legislation.
Furthermorepne of the respondentsiggestdthat the firmaims higher than the largest
and most common certification organipaus. Thus, it can be concluded based on the
interviews that the legislative factors are considered more asws@#int that the firms

are required tacomply with, but not as contibutors that would drive the voluntary
sustainability efforts forward in thendustry. This supports the notion of Perry &
Towers (2009) that ultimately sustainability initiatives aim to go beyond solelyrapeyi
the laws and regulations iraped towards the firms.

QAnd in everything we dove seekto act responsibly and sort of at more
demanding level than what the legislation requires.O (Company F)

Moreover, the risk perspective emergddring the interviews as a factor driving
sustainability forward in theasecompanies. The respondents were asked about the
perceived consequees if the firm disregards the efforts towards sustainable operations.
One of the respondents emphasized that to the fact thahe firmOsoperationsare
strongly basedon acting fairly and sustainably considering the environmental and
ethical aspectdrresponsible actions would result in a situatwamerethe firm would

lose its operational preconditionsAlso the reputational riskwas recognizedas a
consequence if neglecting sustainability in business operations. One of the respondents
further stressd that reputational riskvill directly leadto business riskThe role of risk
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management was furtheamphasized bythe ncreasing role of social as well as
traditional media in exposing ureainable actions of businessasthe mistakes reach
the publicfaster than evefThis can beconsideredo be in line withPorter & Kramer
(2006)who alsohighlight the role of the media in compelling comganto engage in
sustainabilityamong their operations.

4.2.3 Towards systematic sustainability work

As highlightedby Winter & Knemeyern(2013, sustainability is at rather early stagg

its developmentNovelty of sustainabilityamongbusiness operations emerged also
duringthe interviewsastherespondents stated that tirens have only recently started
to focus on planning and executisgstainability more systematicallpevelopment of
systematic sustainability work obmpany Bwasinitiated a fewyears ago as the new
owners acquired the firmlhe firm also launched a sustainability strategy that sets
directionsand targetgor the firmOs activitiesnd sustainabilitywork. The direction in

the industry isclearly towards more careful planning, implenaion and setting of
targets forsustainability initiativesAlso company D launched its sustainatyiltargets
last year and is planning to announce its first sustainability programme during summer
2018.Company Fstated to havenitiated its sustainabilitywork inside the firm already

in 2009by establishing a team responsible for driveugtainabilityissuesorward, but
only some years ago started to engage for instance its suppliersocially and
environmentally sustainable practicés addition to careful planning and integration of
sustanability into the firm strategieshe attentiorseemsd beincreasinglypaidalsoon
concreteactions and measures of sustainability as wetineechieving theargets.

Moreover, he responsibilitiesamongthe implementation ofsustainability initiatives
have been discaed in the previous literatu(Pagdl & Wu 2009). The evidence from
the interviews is twesided. On the other hantthe case firms stated not to haseparate
teans responsible for sustainabilitgsuesdue to the small sizend limited resources of
firms, and the sustainability work was oumonly seen to beat one personOs
responsibility. This supports the view oBaden et al. (2011}hat due to limited
resources of SMEghe sustainability activities are often a responsibility of the owner
manager in addition to a large number of otherda&lso among the case firmthe
personresponsible for sustainability, especially in relation to gshppliers,generally
hold theposition ofthe exective, CEO or the owner of the firm Only two of the
largest case companibave assigned persom$osemain responsibility sustainability
is. These personisold the title of Head of Operationand Corporate Responsibility
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Manager Thus, he size of the companyay be considereds a factor influencing the
sustainability responsibilities within the firms.

On the other handthe respondents indicatatiat in practice sustainabilitis at a
responsibility of all theemployeeslt was consideredas part of everyoneOs taskthin

the firm to make sure that things are done sustain@tbp based on Pagell & Wu
(2009), responsibility for sustainability needs to be shared between all employees and
integrated in everyoneQOs tadsreover being in line with Funk (2003) who suggests
that sustainability issues concern all angles of business operatai®js fundbns
such asthe product design, procuremead well as marketingvere consideredo be
closely involved in the concrete daily activities related to the implementation of
sustainability. The role of purbasingteamsin particular washighlighted by the
regpondentsamong themanagement of sustainability relation tothe suppliers, which
suppors the view of Yang & Zhang (2017) thttie firmOs procurement functibas a
critical role in the successful implementation of sustainabityrchasing teamaere
consideredo influence the practical sustainability work throygbcuremenpractices,
seeking of new materials as well agarting and ending of cooperation with the
suppliers.

d..] but ofcourse everyone is involvéy their own tasks.O (CompaBy

Also objectivesand visiongthat thecasefirms aim to achieve bgpplying sustainable
business practicesmergedduring the interviews.One of the responderst highlighted
the firmOsspiration to be able to give more than the business consumestHicdtye
and environmentall Another responderguggested that the aim of the firm wathin
thelimits of thefirm size in the textilendustry and of commercial boundaries, to act as
sustainably as possibl@ne responderbrought forwardthe firmOsision to be the
most transparent company of the home textile industry in the world.

4.2.4 Emphasis on different dimens®of sustainability

The economic dimension of sustainabiltys consideredo act asa starting point for
other dimensions of suatnability among the case companiesMoreover, he
respondentiighlighted the economic responsibility abasis fothe firmsCoperations
Continuous focus oithe economic responsibilityf the businesswas seen critical to
ensure the functioning of thérm and securing of jobsMoreover, one of the
respondentstrongly emphasizethat the fundamental purpose of the firm is to make
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profit for its shareholdersThis view is present also in the previous research as the
economic dimension of sustainabilitycommonly seen as the most traditional as well
asthemostapplied(Winter & Knemeyer2013).

JE] without the eonomic responsibility we wouldn@ave thewhole business
that we could develop, and thus it is of course the basis for everything we do
beause we donOt want to do these things at a loss.O (Company B)

As highlightedabove about thgoor reputation of the textile industry considering the
social sustainability in particular the importance of wellbeing of the employees,
working conditions andhuman rightswere considered tobecome increasingly
emphasizedn the industry Moreover, me of the respondent®tedthat the systematic
sustainability workof the firmwas initiated by payingarticularattention to the unfair
and poor working conditiaat thesuppliers@ctories. Another respondergmphasized
thefirmOsesponsibility over its employeesid notedhat all ofthem need to be treated
equally. Furthermore the focus especially orsustainabilityamong the firmsO supply
chains was highligled. The labousintensive nature of the textile industry as well as
frequently exposed issues regarding the labour standards, especially when operating in
the developing countries, have been recognized also in the previous régsaszh et

al. 2017; She 2014 Khurana & Ricchetti 2016and seenas reasons increasing the
importance of social sustainability the industryFreise & Seuring 2015).

JE] the priority is clearly on the issues concernihgman rights and working
conditions of the supply chair® (Company B)

However, sustainability wascommonly seen as a unity in which all dimensions are
considered equally importankn addition to the economic dimensiothe attention
towards environmental and social aspeatss seen toincreasingly emergen the
industry, andone responderfurther emphasizedhe importance obalancing between
all these dimensions.When asking theespondentsabout the emphasis on different
dimensions in the industry and in thewro firms, all categorizd these differently
emphasizingvarying aspects of sustainabilitfzor some respondents seemed to be
ratherdifficult to divide sustainability under different categories.

A think it is more or less a bit artificial, everything is part of the same whole.O
(Company A)

What can be considered i@gnarkable regarding the attitudes towards sustainability and
sustainable practices is th#te interdependency betweedifferent dimensionsof
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sustainabilityseems to be recognized among the case comp&ustainable actions
were not only considered as extra expenses, butirthestments intosocial and
environmental sustainability were rather seen to be financially profitabldhdocase
firms. One of the responderfigther emphasized the fact that economic responsibility
of the firm des not mean that the actioosuld not simultaneouslybe socially and
environmentally sustainabl&his view supports the model Qfarter & Rogers (2008)

who emphasize that firms should engage in activities in which all three dimensions of
sustamnability intersect, and thus not only in those that influence positively on the
environmental and social sustainability but that also hastkrmg financial benefits.

An my opinion, economy and ecology mainly go hand in hand. The less you use
resourcesthe more you save money. In this regard, it is really financially
worthwhile to do things that are ecologically sustainable, because you save
materials, you save water, you save energy and among all of that you
simultaneously save also money.O (Company A)

O[E] of course the economic responsibility is continuously present in the firm in
order the business to run and people to have jobs so that is important. But it
doesnOt exclude that the things are done fairly regarding the social and ecological
aspecs.O (Company F)

When asking the respondents abthwépractical choices by which the compansesk

to change their operations to be more sustainahlgronmental aspects in particular
were highlightedEspecially searching and selecting of more sushdénmaterials to be
used in firmsO products wenaphasized among the concrete sustainable actions in the
case companieslhe firms were stated toincreasinglyutilize sustainabt produced
cottonand fibres of circular econonmguch as recycled polyestemcanatural fibresn

their productsFurthermore, renewable energy sour@easincreasingly utilized; three of

the respondents mentioned that at least part of their energy comes from solar panels.
The companies have also started to agreasingattentionto more sustainable
alternativesconsideringmodes oftransportationOne respondent stated that the firm
has started to utilizéhe railwayconnectiorfrom Asia instead of sea transportation and
aviation.Other firmon the other handias mentioned toepaceits traditionalcars with
hybrid vehicles. Moreovelhased on the respondenits;reasing attention is pa@so

on waste treatment, recycling agdergy savings
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4.3. Managing sustainability in relation to the suppliers

This chapter aims torfd answers to the research objectives of the study; what are the
motivational factors of SMEs to manage sustainability in relation to their suppliers,
what kind of challenges they may face when implementing sustainable supply
management in relation to thesuppliers as well as howdo SMEs manage
sustainability in relation to their suppliers in practice.

4.3.1. Motivational factorandperceived challenges

Based on the interviewsgspecially demands ad questions fromcustomers and
consumersn particubr werecommonlyrecognizedas factors that encouragiee firms
to manage sustainabilityn relation to their suppliersThe ncreasedconsumer
awarenessincluding for instance interest the working conditionst the production
facilities andorigin of the raw materialsywas seen to be reflectet only tothe focal
firms but also to théirmsO partners and supplidvreover,asthe end customsmwere
statedto guide the operations dhe buyer firms, the firms were considered to be
responsiblealso for direcing the demands and expectations forward to tlogn
suppliers and down to their upstream supply chalimis, the concept ofextended
upstream responsibilitifighlighted also in the previous resea(BlostrSm2015)can be
consideredto be strondy present in the case firms as thegsponwility for
sustainability issuess recognizedto extendalso beyond thdirmsO owrborders and
direct control.

Regardingthe extended upstream responsibilitywias also suggested by one of the
respondentshat if the supplies actunethically or irresponsibly, it has a direct impact
on the buyer firmOs business and reputafitso the previous research suggest that
since the outsourced activities are increasingly seenpast of the buyer firmOs
responsibity, the firms are held responsible for their supplieasfions regarding
sustainabilityissues(Jorgensen & KnudseP006 Akhavan & Beckmann 20}7Thus,
the risk perspective can be consideredfugher encouragdirms to manage their
suppliersO sustaibility, partly due to the widgperceivedresponsibility of the buyer
firm.

CEven though we donOt manufacture the products by ourselves, but if it is our
product that is produced at the factory, then it is a clear business risk and
reputation risk forus.O (Company B)
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Moreover,acquiring of informatioras well adbeing ableo providehonestinformation

to the customers and to answer theiegjions seem to motivate the industry firms to
integrate sustainability into thesupply managemernthe aspiréion to provide as much
information as possible tine customersabout the firmsO produesdto increase the
confidencethat the firm has doniés best in ensuring the sustairiey of its production
chairs were seen as starting points to manage isiadigity in relation to the suppliers
Overall, convincing thecustomers that thermOsproducts have beemanufacturedn
decent working conditions and from etllly produced raw materials wasen crucial.
Thus, it can be concluded based on the aisatliat the consumers play a critical role in
the buyer firmsO efforts towards more sustainable supply manag&hisritnding is
consistent with the view of Ageron et al. (2012) that customer pressure is one of the
most influential factors promoting sastable supply management among firms.

Olt is difficult to say anything about the product to the customer if not even we
have the information of what has happened along the way.O (Company A)

OWe want to provide as much information as possible to thenoeiss, and the
confidence to the customer that if you buy our product you can be sure that we
have done our best for the sustainability of the production chainO (Company B)

Managingsustainabilityin relation tothe suppliers wasonsideredas critical also in
order the firm itself tensurewhat has happened inamphase of the production chain
Moreover, @suringthe transparencyf the supplywas seen aa necessityespecially
when spplying from the risk countries.

O[E] we cannot say we are tranapent if we donOt know everything that happens
in the production chain [E]O (Company B)

OMNe want to ensure that our entire supply chain is transparent from the third
world and risk countries. And then we are able to indicate our suppliersO actions
ethicdly and also on the product level.O (Company D)

Furthermore, one of the respondents considered that by being transparent and providing
information honestlyto the customerthe firm could also be able to differentiate itself
from other industry firmsThis is consistent with the findings of Porter & Kramer
(2006) who suggest that reinforcement of sustainability issues may distinguish the firm
from its rivals and lead to differentiation.

In addition to the external pressure and drivers, internal comntitamehaspiration of
firms to promote sustainability among their supply chains arose during the interviews.
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Concerns about the current state of teatile industry and courseof actionsin
particularemergedas factors that encourage the companieaadoae sustainability in
relation to their supplierandto reconsider their operation§he issues resulting from
the fashiondriven, pollutiveand extremelyaborintensivenature of the indstry have
been recognized also in the previous research on tieecdtatistainability in the textile
production BostrSm & Micheletti 2016; Sheet al. 2017; Diabat et al. 2014; KSksal et
al. 2017; Shen 2014). Overalhet current structure of the textile industry was seen
unsustainable, andne respondenéspeciallyhighlighted thefirmOsquite ambitious
aspirationto transform the structure of the entire textile industry to be enviroraihent
and ethically sustainable.

Orhis kind of common understanding about the state of the world, meaning that it
cannot continue li& this. Things are required to start doing differently.O
(Company C)

O[E] we want to be a fair player and ntat exploit anyone with our actions, and
that is the basis for everything.O (Company B)

Moreover, sustainability waseento be strongly intertated withthe quality of the
firmsOproducts. Poor working conditions as well as poorly treated employees and
sources of rawnaterialswere considered tbkely resultin a bad quality of products.
Furthermorefirms were stated torgage in sustainableaigply management to ensure

that the products meet the original design and purpose and that the company can
proudly stand behind its product$hese aspects further emphasize the internal
aspiration of firms to promote sustainability in their supply chains.

JE] the better the social and other responsibilities in the firm, the better is also
the quality as well as the actions overall.O (Company E)

Regarding thechallengesthat SMEs operating in the textile industnyay face as
managing sustainability in rktion to their suppliets especially acquiring of
information from suppliers waperceived as a common challenge among the case
companiesOne of the respondentsrther emphasized that is challenging to receive
unbiased and transparent informatiomirthe suppliers about the salcresponsibility

in particular, andhe suppliersvereconsidered to be less unprompted to communicate
about the aspects related to the social dimengdsu Oelze (2017) emphasize the
resistince from thesuppliers@ide toshareinformation as a critical challenge for the
buyer firms that may hinder the successful implementation of sustainable supply
management practicesurthermorealsotherole of the buyer firms€onfidence in thie
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supplies wasemphasized during thaterviewsdue to the fact thahe buyer firmsare
unable to continuously monitdheir supplier® activitiesand trust in that sence was
seen as aritical challenge.

QOccasionally it is challenging to obtain the information.O (Company A)

QAnd we ca never bene hundred per cesure that things are well somewhere if
we are not present 24/7, and that is a challenge that we still need to trust our
partners that they manage things well.O (Company B)

The challenge of acquiring reliable information werephasizedoy the respondents
especially due tohe lengthof the upstream supplghains in the textile industrythe
challenges resulting from the globally stretched and fragmented textile supply chains
are recognized also in the previous reseafize2017; Ksksal et al. 2017; BostrSm

& Micheletti 2016, and due tothe length of thesupply chais consisting of several
actors from different countries, the point of origin of the raw materials is often several
steps far from the focal brand, and thustthesparency of the supply chain may suffer
(KSksal et al. 2017Khurana & Ricchetti 2016 Based on the interviews, thedustry

firms are well aware where thieproducts arenanufacturecand sewedHowever,the
respondentstatedit to be ratherchallengng to make surethe actual length of the
production chainsThus,it was seen challengingpr the buyer firns to go further and
acquire informatioralsoabout tke origin of the raw materials and sousoaf the fibres
since the traceability of the matesamay not be available all the way from the
beginningof the chain

Moreover, sually the buyer firnsigns the contract witthe assemblinfjrm that is not
involved in weaving or colouringorocesss of the fabric, and thus especially in the
beginningof the cooperatioit wasconsidered to be challenging to acquire information

for instance about the environmental effects of the whole production thaivever,
ensuring the traceability of the upstream supply chains was seen as increasingly
important, andone respondent furthehighlighted the firnds current focusn
unravelling the production chains of its entire product portfolio.

QOften those chains are so long that itnist necessarily possibléor usto get
down to the original source of the fibyemaybewe get down to the fibre
manufacturers and sewers, but not necessarily to the fibre spinner or origin of the
fibre at all.O (Company A)
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JE] Currently we strongly pursue tarify what is happeningn which part of
the world and we aim to unravéhe entire production chains of each produal
the way from the cotton plants, which is really challenging [E]O (Company B)

Furthermore,the challenges resulted from the small size of the case firms were
commonly emphasized during the interviews. Eglgca lack of negotiating power
due to the small size of the companies waggestedo create challenges as seeking to
influence the suppliers® operations considettiggsustainability aspes. Lack of
negotiating power wasonsidered to restraifirms from demanding things frorthe
suppliersandas small playerthe effectiveness of the firms was considered to be rather
minor. These findings are supported also by previous resesyoht the challenges
faced by SMEs due tihe small size and small purase volumes of the firn{&\yuso et

al. 2013; Jorgensen & Knudsen 2DO@specially negotiationsabout specific
certification processes with the suppliers we@nsidered to beather challenging for

the case firmsThus, me respondenhighlighted that kgger firm size would increase

the effectiveness of theompanyin relation to its suppliers, and mentioned that the aim
of the firm is to expand so that the effectiveness and the agility of the firm would be in
balance.

O[E] one big challenge that we ha because we are an SME [E], is that we
donOt have much negotiating power to start demanding things from our suppliers
[E]O (Company B)

In addition to challenges derived from the small size of the buyer firms, also the small
size and limited resources tiie suppliers were seen as factors tinady hinder
sustainable supply management. Especially large investments and resources needed for
the certification processes were considetedreatechallenges for small sppers. The
respondentsighlighted thatsomepartnersmay not be abléo audit themselves and
acquire certificates due to the heavy cost structure of the pescasd limited
resources of the firea This may result in abandoning the supplier completaly to the

lack of certificatesor alterratively create more respsibilities for the buyer firnto

monitor the suppliemore comprehensivelgiue to the inabilityto obtaina third-party
confirmationabout the state of affairs.

CChances of mgaging those small firm®r instance intothe certifcation of the
working conditionss rather weak because it is such a large process and often also
so expensive process [E] then you have to control the issue by yourself.O
(Company E)
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Convincing of suppliers alob the importance of sustainability and sursableactions

was alsoconsideredasa challenge by some of the responde@iserespondentoted

that especially when the firm initiated its sustainability work a few years ago, the
suppliers were rather astonishaloout new inquiries and coussef acton. Due to the
possiblescepticism of the supplierdhe industry firms fee challenges in convincing
them about the benefits of sustble actions for the businesalso Oelze (2017)
emphasize the resistance of the suppliers to follow the instructionguedelines due to

the lack of understanding about the necessity. However, as also Ageron et al. (2012)
emphasize, it is a critical task for the buyer firms to support their supplieealty
acknowledge the importance of sustainability iss@e® oftherespondergthighlighted
especially he challenge of convincing the suppliers about the importance of some
specific voluntary certifications and explaining the benefifsthe certificate despite
thelarge investments.

QAnd then they are somewhatptised at why we want them to act like this or
why we want to guide them. That kind of scepticism about where this all will lead
to and if it is away from them.O (Company F)

Moreover, differences in cultures and firm values between the buyer firm and its
suppliers wereseento create challenges in managing the suppliéngaging a new
supplierwas highlighted to ba long process due to differing set of values between the
firms. Thus, itwas suggested to takiene to find a way to combine the firmsO ealso

that both parties understand and engage in the cofsactionand applied policies.

The challengesn sustainable supply managemeldrived from cultural differense
between the firmg alsoemphasizedby Oelze (2017) who suggests that often iepp

might consider the various requirements and standards as extra costs without a link to
their core business. Again the support and efforts from the buyer firm to explain the
necessity of the sustainability issues can be highlighted.

4.3.2 Selectingheright suppliers

In line with the previous researdgeron et al.2012) the respondents generally
recognized the critical role supplier selectiommong sustainable supply management
Principally seledhg thosesuppliers that are willing to col@rate with thebuyerfirm

and that share the same values and principles was seen crucial in managing the
sustainable supply the textile industryAs highlighted byone of the respondents, due

to the low negotiatingpower, it is extremely critical for a SME to select right partners

that are prepared to cooperate with the buyer, develop the relationship and share
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information openlyThus, it can be concluded, as also Bai & Sarkis (2010) emphasize,
that supplier selection is more and more a critical parng issueSelecting the right
suppliers waslsoseen to minimize challengeslated to thenanagement of suppliersO
sustainabilityin thelong term Thus, the respondents commonly emphasized tlegt th
prefer to select thossuppliers that already hawgh standards regarding sustainability
issues.

JE] if we primarily select those that have already come a long way in their own
sustainability workit is of course always easier fas [E]O (Company B)

A fit in values between the buyer firm and itgppliers wasseenas an important
criterion when selecting new supplief$ie respondents considered it to be crittbak

the partners share the same values and have the same objectives regarding
sustainability One respondentemphasizedhat it is the #fmOs value judgement to
ensureo only collaborate with thosgoodquality partners that share the same values.

O[E] | think itOs the be all and end all that we primarily select the good partner
that is willing to cooperate and that shares the valu¢€dnpany B)

O[E] we don0Ot collaborate with firms that donOt share the same values and strive
for the same outcome [E]O (Company C)

Replacing existing suppliers was not considered common,heuespondentsoted
that as the product and matépartfolios continuously grownew partners are selected.
However, the procurementwas still stated to berather narrow.Based on the
respondentsa number of supplielig the case firmgary between a few main partse

to tens of global suppliers, baachcasefirm statedto have less than hundred partners
worldwide. One of the respondents emphaditieat the firm hasreducedits supplier
portfolio during recent years and a&mo establish longerm partner collaborations with
their ten or so supplierQverall,small amount of supplierwasgenerallyconsidered to
increasehe controllability of the supply basad to increase the efficiency of the firmOs
operations This supports the findings of Beske & Seuring (2014) who indicate that
firms are able to reducesks and uncertainty by decreasing the number of suppliers.

Furthermore, the pper size of a supplier for tr@mall and mediursized companies
operating in the textile industryas discussed during the intews. It was highlighted

by one of theespomlents that the supplier needs to fit to the firm, its brand and its size
andis primarily required to meet the firmOs needs. It was considerecegsértiathat

the chosen supplierare nottoo large, but it was noted thathey cannotbe too small
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eithe. Challenge in collaboration with really large companie®re recognizedince

even though they might have all tliequired certifications andiecent standards
regardingtheir sustainability workit is challenging tanfluence their operations as a
smal companywhen representingonly a really small proportion otheir customer
portfolio with relatively small amount of order©n the other hand, it wasmphasized

that too small size of a supplier may also create challenges, as the supplier might be
unabk to managethe orderswithout outsourcingpart of the productionncluding the
consideration of the size of the suppliers into the supplier selection criteria has been
recognized in the previous research (Ageron et al. 2012),pamgkr size of the
supplers was seertritical also by the case firms order to maximize the firmOs
influence on the supplier@stivities However, the size of the suppliers received
inconsistent opinionamong the respondentnother respondent stated to collaborate
only with really large suppliers and saw this as a benefit, and further highlighted that it
wouldincrease the challengdst had a largesupply base consistirgf small suppliers.

Ol[...] we buy from really large suppliers. From really large suppliensa gldal
scalethat sellto really large chain storgaround the worldandthat are audited
really heavily several times a yely the worldOs largest buyers.O (Company D)

When asking the respondents about the aspects that are taken into consideration when
sdecting new suppliers, thesommonlymentionedssuessuch as quality, pricas well

as suppliers@&nowhow andabilities to manufacturethe firm& products, which are
recognizedas the more traditional criteria in the previous researendg & Zhen 2017;

Chen et al. 2006; Bai & Sarkis 201®)owever, alssuppliersO courses of action related

to social and environmental aspects were stated to drauecreasingmportance in the
supplier selection processEspecially decent working conditions, wellbeing of
employees and decent compensation at supplierOs premises were considered as critical
aspectsHowever, br somerespondents# seemed to be rather difficult 8pecifythe
sustainability relate@spects in detail that are taken into consideratiban seleting

new supplies. Onerespondenhotedthat sustainability cannot be viewed as a separate
issue but iis rather considered as an integral part of the entire selection process.

O[E] and it is not compatible with our values that we would only searclhtor
cheap price, but we rather search for the integrated whole.O (Company F)

Considering the most critical supplier requirementthe supplier selection procetise
respondents highlighted timeed for the suppliers to engagethe ILO Declaration on
Fundamental Principles and Rights at Work as well as in the RBR&jdlationand its
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list of restricted substanceBhus, it can be concluded that at a minimum the suppliers
are required to obey with some of the most common sustainability regulations and
standards in order to be selected as partderslso BostrSm (2015guggestslists of
restricted substances are rather common in the textile industry in pari@wsall, the
suppliers were considered to be well aware and used to the requiremeets t@lthe
sustainability aspecterivingfrom Western customers, and the buyer firms did not see
the requirements and criteria as such exceptional that that the selection process would
fell downto those.

Moreover, nost of the case companies statethave some kind of written agreements

for the new suppliers tobe sigred before initiating the collaborationOnly one
respondent mentioned thahe firm does not utilize any writen agreements but
establishinga new supplier relationship is more based apersonalinteraction and
agreementHowever, as Oelze (2017) suggest, it is rather common in the textile firms to
set specific sustainability criteria and requirements for the suppliers by applying a Code
of Conduct.Also majority of the case firmsstatel to utilize a Code of Conduct, by
which the firminstrucs its suppliers considerinthe sustainability and quality aspects

as well as communicatghe firm® values and principles tie suppliers.Codes of
Conductemployedby the case firmsvere statedto include aspects related abuse of
labour force, child labour, discriminatiowprking hours and compensation, which is in
line with Yu (2008) who indicate that majority of the codes are based on the core
conventions of ILOSome of the cas@ms statd tohave their own Codeof Conduct

but most ofthe firmsmentioned tapply the Code of Conduct affori BSCI. Amfori
Business Social Compliance Initiative is an auditing collaboration model that seeks to
support its member firms in advancing the oagpble practices among their supply
chains (Finnish Textile and Fashia@18).

OWe have our own Code of Conduct, such a [Compasnyahjal in which we
give instructions to our supplier regarding the quality and sustainability aspects.
They are requiredo sign the agreement before we initiate the collaboration with
them.O (Company A)

Moreover,the buyer firms may also select suppliers based on the certifications and
certain sustainability standards in order to ensure the state of the suppliersO megforma
regarding sustainability issues (Ageron et al. 2012) and to increase the efficiency of the
supplier selection process (Yang & Zhang 2017). Howekiercase companiegem to
havevarying opinions about the certificationsquiredfrom the suppliers. @ne ofthe
respondentshighlighted that the starting point in the selection process is that the
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suppliershavespecific certifications, which means that they have already been audited
by a certification bodyA few respondentsawit as a necessitthat tre suppliershave

been audited when considering suppliers from the risk countrigs particular
Especially amforBSCI qualification and auditing program was seem common and
critical factor in the selection process of a new supplier. One of thencspis
highlighted that the firm wilnot collaborate witha supplier that is not alreadya
memberof BSCI, orthat is not willing to engage in the process of acquiring a
certification.

O[E] considering a risk countrgupplier, it would be good that it @uld already
be involved in either SA 8000 or BSCI audits. But of course we consider the
suppliers on a casby-case basis.O (Company B)

Even though certitationswereoverallviewed asa good methotb obtaina third party
approvalon the suppliersO dohs considering sustainabilitpome of the case firms
statednot to necessarilyrequire specific certifications frortine potential suppliersAs
highlighted bysome of the respondentsspeciallythe small partners might not have
possibilitiesto acquirecertifications due to a large amount of resources required for the
theseprocessesAs highlighted also in the previous research, it may be really expensive
to engage in the sustainable supply management practices, and thus the high initial
investment cds may become a critical challenge restaining the efficient
implementation of sustainable supply management (Giunipero et al. 2012; Oelze 2017),
in this case on the supplier side. Moreovere respondenemphasized that primarily
mutual agreements betwedhre firms have been proved to work well in collaboration
with the partners. However, this may require more efforts from the buyert$efhto
observe and evaluatethe supplies considering the sustainability aspect®ne
respondentthat statednot to require certain certificates from its suppligngyhlighted
thatsince not all firms hava possibility toobtaincertificates, the buyer firns required

to Ocertify by own eyesO and obsé¢he supplierOs operations itself.

O[E] it is not meaningful[for the small family firms] to acquire certain
certificates since they are rather expensive, and it doesnOt necessarily improve
their operations that considerably that it would be reasonable for us to deliberately
require it from them.O (Company A)

Furthermore, someespondentsuggestethatreferences from existing customerstiod
potential suppliers might assist in confirmitige stateof sustainabilitywhen selecting
new partners One of therespondergtfurther emphasizethat sharing experiences Wit
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other industry firmsabout aspecific country orproduct groupmight help in the
assessment @otential partners.

O[E] their other customers might be good references also considering
sustainability [E] then we know that they are cooperating with éhegstomers so
they must have certain issues at a good lelready.O (Company A)

Moreover, afew of the respondenttated thathe firmsuvisit their suppliersO premises
in the ealy stages of the collaboration to examine the state of affdwaever,this
requireslargeresources from the buyer firm, atitlis one respondehtghlighted that
visiting the suppliers beforthe establislked ceoperation relationship is too heavy
process for the firm since even ordering samples from a supplier mightadotolea
business relationshif:hus, insome cases relying on the certificati@msl thirdparty
approval in the selection procasgght require fewer resourcé®m the buyer firmand
thus represerd moreattradive choice especially for SMEs that aiféea influenced by
their lack of resource<iliberti et al. 2008)

4.33. Active supplier development

Orhe world is changing all the time and of course companies are requilegeo
up with thechange.O (Company A)

Based on the interviews, supplieren@ commonlyconsideredas the basis for firm
operationsand continuouslevelopment of theupplers was seenas anecessity The
respondents alsbighlightedthe buyer firmé responsibilitfor directing thesuppliers
into the right direction and g#&tg targetsfor them Moreover, one of theespondents
emphasizedhatthe firmaimsto be a forerunner in the industry and fulfd obligations
as well as possibj@nd thus is motivatet furtherdevelopalsoits supplier€activities

O[E] it is the garting point that the activities need to be developed all the time.O
(Company C)

One responderifurther emphasized that partners are not those that are replaced, but
those that are actively developedverall, majority of therespondents highlighted
pereverance irthe supplier relationships, and thus active supplier development was
seen to have a critical rolé&urthermore, as the firmsO businessese stated to
continuously growthe development and improvement of the operationfollow were
consideed to be necessarfven though selectinghe suppligs that are already
operating at decentlevel considering sustainabilityas seen to have a crucial role in
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sustainable supply managememtany of the case companies statedlso invest in
active suplier development.

As emphasized above, the case compsastaed toface challenges regarding the lack

of negotiating power due to the small size and small purchase volumes, that were also
considered to restrain firms from demanding things from thgiplsrs. Howeverthe
respondents indicated thhatyer firmsglobally are increasinglyinterestedaboutthe
sustainability issues amalso increasinglyequire attention towarddheseissues from

thar suppliers.Thus therespondents commonhgcognizedhe role ofgroup pressure

from the buyer firmsin driving supplier development forward and requiring the
suppliers to act more responsipndalso simultaneously increasing the effectiveness

of an individual firm.Overall, pessure, inquiries and needspecially from Western
customersvere seen to induce the suppliers to develop their operations.

QOf course we are a rather small player, but together with other players [E] we
can jointly direct these suppliers.O (Company E)

One of the respondentsirther highlighted thatbeing a member o&imfori BSCI
increases the leverage against the suppieceoften many member firmgperate and
manufactureheir products in the same factomgnd thisassists in driving the values and
sustainability aspects forngas a larger communitivloreover,due to thesmall size of

the firms, it was considered to kasier for an SME to require and drive sustainability
issues forward together with other indugbiglyers,as the effectiveness will degher.

This view is cosistent with BostrSm (2015) who indicatihatindividual firms may be

able to overcome the challenges resulted from the small size and low negotiating power
by joining to different associations and networkeid by developing requirements
jointly.

O[E] Amfori, which is like a large community and often many Amfori members are
involved in the same factory, so in collaboration all parties drive the same value
forward which leads to a rather considerable leverage.O (Company F)

Moreover, centralizing the sulypwas also recognized to increase the firmOs volumes
among certain suppliers, which is suggested to increase the firmOs negotiating power
and ability to influence itsuppliers.Also Ksksal et al. (2017) suggest that especially
SMEs may better integrateigainability into their supply management by sourcing
from small supplier base, which is also indicated to enable-tkmng supplier
relationships.
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O[E] of course we are able to influence differently where we have large
purchasing volumes compared to iEware just initiating the relationship an
whichwe have smaller volumes or smaller categories.O (Company D)

Moreover,considering the optimal size of the suppliers atab thesize of the other
customersthat the suppliers are serving, @wfrespondeh suggestedhat it can be
viewed as a positive thing that thBrmOssuppliers also servéhose really large
customerssince thelarger playersusually have more influence over the suppliersO
operationsas well as thability to demand more sustainablgiags from them.This
was seen to facilitate the state of sustainakalispin the SMEsO supply chains.

GAnd sometimes the fact that there are those big players assists [E] so we are able
to get forward perhaps even easier regarding many issues.O éDgrbp

Activities employed by the buyer firm such as training, education and coaching are
recognized to improve the performance and capabilities of the suppHeis &
Ghobadiar?009 Yang & Zhang 2017Ghadimi et al. 2026 During the interviewsthe
environmental aspectsf the development practicesceived perhaps the most attention

and he buyerfirms stated tayive instructions to their suppliers regarding for instance
the use of energy, waste treatment and use of cheninssto the pollutive rtare of

the textile industry and its major impact e environmental sustainabilityspstrsm &
Micheletti 2016), these aspects are widely recognized also in the prior research among
other environmental issues (see &gksal et al. 2017 Khurana & Ricchetti 2016

Shen et al. 2037

A few of the respondents also recognized areas ofowepnentamongthe social
dimension of sustainabilitguch as long working hours and overtime work of the
suppliersMoreover, one of the case firms stated to have built for instance proper lunch
rooms, showers and living areas at the supplier premise®velap their conditions.
Furthermoresomerespondents stated forbid ther suppliers to acquire materials from
certain countries to be used in the firmOs products dttee foolitical situation or
problematic nature of theountries such as use of chikhd forced labour.As
highlighted byKhurana & Ricchetti(2016) and Freise & Seuring2015, the social
issues related to labour standards and working conditions of the employyashare
common in the textile industry, and thus the case fieffefis to address these issues
can be seen critical to drive social sustainability forward in the industry.
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When askingthe respondentabout the esponsiveness of the suppli¢osvards the
developmentinitiatives of the buyer firmthe suppliersO reactiongere statedto be
mainly positive.lt was suggested th#he suppliers are rather receptive and ready to
share information, which wasonsidered as a necessity amadngdevelopmentvork.
The criticality of information sharing between the partners is alsmrezed by Li et al.
(2006) who suggest that changing information enables the firms to for instance work
more closely togetheiHowever, two ofthe respondents noted that ttievelopment
initiatives might influence on the pricef the suppliersO offeringsspecially ifthe firm

is the only one demandirfgr instancenew coursg of action or new material choices.
This may referto the fact that developmemitiatives concerning sustainability are
unfortunately still seen more as a cost burden than soafgenovation and business
opportunity.

Af we are the only one who wants to have some particular thing, the supplier may
quickly state that OitOs ok but it costs this muchO, and thus can be a challenge.O
(Company E)

QOverall they reactrather well. Sonetimes they can mention that it affects the
price. And it can be noticed that all of thdsve an effect othe price.And when
the price is affected, in most cases it is only to one direction.O (Company D)

Moreover, the initiative of the suppliers reghing the development aspects was
emphasized during the interview®ne respondent highlighted that also the suppliers
are required to benpromptedor instanceo search for new, more sustainable materials
and solutionsOverall, nost of the case compasiseemed to be rather positively
surprised about howonscious the supplieadreadyare regarding sustainability aspects,
and how they spontaneouslnd actively search forand provide better, more
sustainable alternative&specially for therecentyears suppliers were suggested to
more activelydrive their own sustainability work forward and alsmmore promptly
inform the buyer firms about newmore sustainableolutions and materials d@h they
have started to employ, such as zippers made from recpiastic.

At has been marvellous to notice [E] that they develop sustainability by
themselves and report on it and on the new things that they do.O (Company E)

QAnd we have been surprised also about lmmsciousthe factories have been
and how those dternatives are already available ounder consideration.O
(Company D)
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Krause et al. (2007) indicate that direct involvement development activities between the
firms, such as visits to suppliersO sites and trainiifigead to efficient transferring of
knowledge as well as improved performance. Alée trespondents commonly
emphasized the role of direct and close relationships with the suppliers in driving
sustainability forward in the upstream supply chalnsmajor pressures for change,
long and trudul relationshig as well as sharethistory with the supplierswere
considered teenhance the communication so that also the suppliers would be more
responsive to the changes:urthermore, direct supplier relationshipswithout
intermediaries were seen as efficientway to convey thdirm values to the suppliers
andto also influencehe partner firmsO opinions, values and views on sustainability
issuesThis is in line withAkhavan & Beckmanif2017) and Krause et al. (2007) who
suggest thaby employingsupplier developmenpracticessuch as knowledge sharing
and asset investment the buyer fisrable to getirectly involved with the supplierOs
business.

d..] such a close and direatontact is an extremely useful way to drive those
values forward.O (@mpany F)

Overall, he developmennitiativeswere stated to beainly designed and implemented

in a closecooperatiorwith the suppliersThe actve communication and discussiaith

the suppliers were consideredlte the best way to driveustainabity issues forward

and develop the suppliersO operatiBosthermore, making the partners feel that they
are offered support and assistance in implementing sustainability initiatives was also
considered important since it was noted that often the suppleenot have the knoew

how of how things should be dorteven though eammandingof suppliers was not seen
efficient, one respondemipted that the firm might isome casebase its demands on

the fact thatt is a paying customer, but highlighted thaeday the development work is
mostly based on collaboration withquktapositionbetween the parties.

CFrom my perspective maybe the beay to drive the issue forward s discuss
about things [E]. In my opinion direct commanding wonOt work.O (Company F)

The development initiativesvere recognized to often higne-consumingprojects that
requireplenty of explaining, exchange of views and also understanditige stipplier©
perspectiveAlso Krause et al. (2007) recognize the large investments redroracdhe

buyer firm, and thus suggest that the firm should focus on those supplier development
investments that have potential to add value.
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4.3.4 Close andong-termcollaboration

Sancha et al. (2016) refers to the supplier collaboratioanaapprach that aims to

jointly improve the performance of the buyer firm and the supplier. Collaboration
between the partners is recognized to be crucial in order to enhance the sustainable
performance of the entire supply chain (Ageron et al. 20B3).responcents
highlighted the importance oferseveranceand longterm orientation ofthe
collaborationin managing sustainability in relation tbe suppliers.Majority of the
respondents emphasized that they have collaborated with phenersfor several

years andthusthe habits and demands of both parties have become fa@liarall,
longterm and close supplier relationships were considered necessary in thiextile
industry, sincehe rather complexdesign and pagtns of theextilesalonewere staed

to require longterm orientation and intensive partnershipgh the suppliers One
respondent further emphasized that the firm does not only seek the cheapest price or
fastest delivery time, but rather a comprehensive big picture that consist ddlsever
different components and that is possible to achieve only withreomge orientation.

The role of longterm orientation and depth of supplier relationships has been
recognizedalso in the previous researchs alsoKrause et al. (2007) highlight that
performance improvements regarding sustainable supply management are possible to
achieve only by engaging in loftgrm supplier relationships.

OWNe strive for sustained, lostgrm ceoperation relationships because then we
have strong confidence in thehet party, and then you are also able to do the
product development and sustainability work persistently and trust the partner.O
(Company A)

Long-term partnerships were also recognized to increase trust between the parties and to
enable theperseverancen research and development as well ashasustainability

work. The criticaity of trust wasfurther emphasizedn developingthe collaboration
between théduyer firm and its supplier@\s also Beske & Seuring (2014) emphasize,
trust is crucial in the tationship between the partners since lack of it wakethe
collaborationmore challengingMoreover, increased trust is suggested to also improve
the quantity as well as quality of the shared information between the pgBeske &
Seuring 2014Miemczyk et al. 2012and thus enhance the collaborative activiti@se
respondent further noted that as the collaboration thlsuppliers evolves, business is
increasingly conducted together withquittapositionbetween the firms.
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Furthermore, longerm orientation was seen important to also give time for the
suppliers to learn and understand the set of values driven by the buyer firms, which
might differ greatly from the suppliersO own valuBsus the case firms seem to
recognize the need for commonderstanding about the policies and objectives of the
businessAs also Suering &MYller (2008a)suggest, shared understanding on what
needs to be achieved regarding sustainability is a critical part of the collaboration and
overall sustainable supply mageament, and thus the buyer firms should support and
assist the suppliers in internalizing the values and principles driven by the buyer firms.
Moreover, the respondents commonly saw it essential that the vatassjuisite and
demands of the buyer firmre communicated to and agreed with the suppliers so that
they are aware of the limits in which to operate and know the objectives of certain
procedures.

O[E] all of those that we cooperate with are either in our own hands or are our
partners, with whomwve have clearly agreed what our objectives are and in which
direction we are going.O (Company C)

O[E] of course it isnicer to primarily do those thigs together so that also they
[the suppliers]understand why we want to develop these issues.O (CoBpany

However, contrary to the lorgrm aspect, one of the respondents noted that in some
cases new partners might after all be more receptive to new views and initiatives
regarding sustainability than the old suppliers that have accustomed to previ@es cour
of action.

O[E] we do have longerm partners, but | donOt think it makes usdsd,
meaning that things might even go much more smoothly with our newest partners
since they might primarily be more prepared for these new ideas.O (Company B)

Basedon the interviews sustainabilitywas seenas an integral part of the overall
collaborationas well as part of the everyday routingth the suppliersOnerespondent
emphasized that sustainability is a part of the business, which means that it isdiscuss
as any other issuesgith the suppliersMajority of the respondents highlightéde role

of constant interaction witthe supplies, and the discussions and negotiations between
the partiesvere stated to be rathactive and regulaOverall, managingustainability

in relation tothe suppliers was recognized to require active sharing of information as
well as transparency of theformation This is in line also with the previous research,
which suggests that especially sharing of information and Kmow are required to
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build collaborative supplier relationshigBeske & Seuring 2014{ang & Zhang 2017,
Sancha et al. 2016).

Furthermore faceto-face meetings including visits to suppi€premises were seen as
critical and integral part of thecollabaation andmanagement of sustainability in
relation tothe suppliers All of the case firms stated to make personal and regular visits
to their suppliersO premises and factories as a part of the supptiagement and
collaboration,againhighlighting theimportance of close and direct cooperation (Li et
al. 2006).However,in some caseshe visitswere considered teely on the purchasing
functions of thdirms that visit the suppliersainly concerning the operational aspects,
but it was noted that ifequired, the attention is paadso tothe sustainabilityaspects
Moreover, the frequency of the supplier visits was noted to depend on the partners and
the size of the ames supplied, but the importance of regulaits to the main
partnersO premisiesparticular was recognized.

GAnd weare there at least every other month [E], and thus we are present quite
much.O (Company C)

ONe visit all the supplier§E] , our key suppliers we visit two or three times a
year.O (Company D)

Two of the case congmies stated to also invite their suppliers to visit Finland and the
buyer firmOs premises to geknow the procedures amdhy of working and by this to
convey the firmOs values and principles to the supplibis.further emphasizethe
intimacy of the supplier relationships amotitge caseSMEs.

OMany of our suppliers have visited also here in Finland, on the spot to see what is
the firm like and what kind of stores we have here in Finland, how we do business
here.O (Company A)

The findings from preious research suggest that joint research and development
practices such as calevelopment of new materialsetween the partners will promote
the achievement of the sustainability objectiy¥¢ang & Zhang 2017; Sancha et al.
2016; Beske & Seuring 2014agell et al. 2010 Also the practical collaboration
projectsbetween the case firms and their supplregarding sustainabilitissueswere

seen tocommonly concernthe product development side of the business] the
respondents highlighted especialhe importance o€o-development of materials and
products.The casdirms statedo collaborate with thie suppliersfor instancen seekng

for and developingnore sustainablmaterials and solutionsuch as sustainably grown
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and producedaotton and dter mw materials used in their productdso Shen (2014)
recognize thenegative environmental impact of the traditional way of growing cotton,
and suggest thdirms may utilize for instance reused materials such as recycled cotton
and recycled polyestedo save energy and water and to reduce the greenhouse gas
emissions.

O[E] those projects that we have at the moment are relateédetgroducts and
materials used in the products, and to the joint development of some new material
for instance to be usad our product.O (Company B)

Otherwise, lhe case firms did not seem to have any other larger collaboration projects
with their suppliers concerning sustainabiliys oneof the respondents noted, the firm

as an SME des not have an opportunity or resgas to initiate larger sustainability
projects for instance related to water usage or growing of cotton, and also the
effectiveness of these initiatives was considered to be ratherAlgam, the lack of
resources of SMEs can be seen to hinder the fieffisfls of integrating sustainability

into their supply management (Ciliberti et al. 2008).

Moreover, it was suggested by one of the respondents that due to the small size of the
firm, it is not always possible to cooperate that closely with the supplier to the fact

that the firmoften represents only a really small portion of the supplies€omer
portfolios. Also BostrSm (2015) indicate that developing close supplier relationships
might be challenging especially for small firms due to the fregaew repeated
interactions that it requires.

O[E] but they often have dozens of customers which means that really close
cooperation is not necessarily always even possible because we are such a small
player.O (Company B)

Supplier collaboration is alssuggested to involve technological as well as logistical
integration between the buyer firm and its suppliBeske & Seuring 2014; Seuring &
MYller 2008a) as well as to promote mutual planning and problem solving (Li et al.
2006). However,ntegration bewveen thecasefirms and their suppliers did not receive
notable attentiorduring the interviewsOnly onerespondentmentionedthat the firm

will soon initiate an IT project related to product developraadinformation that als

the suppliers have acee®, and whichs suggested to enable the information flamd
enhance the communicatiopetween thepartners. Moreover, the role of mutual
planning between the partners did not eitt@w attentiorduring the interviews. Only
onerespondent indicateddhthey as buyer firm have an opportunitg influence their
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suppliersO working conditions and working hours by systatiatiplanning the
operations and orderBy this, alsothe suppliers aréhenable to better organize their
production and decrea#iee pressure for overtime work.

O[E] all of us thatare having the products made somewhere else should also
understanathat our own doings influence also their doings, which then affect the
conditions of all people involved in there.O (Company F)

Touboulic & Walker @015) suggest that the lack of alignment of systems and
technologies between the partneofien acts as a main barrier in promoting
collaboration and woikg in a unified mannerOn the other handPerrini & Tencati
(2006) emphasize that maof the tools and methods, such as this kind of technological
integration, are not applicable in SMEs due to their complexityaaakdof flexibility.

4.3.5 Monitoring and assessment of the suppliers

In addition to thaecognizedmportance otoopeative development initiatives agell

as longterm collaborative relationshipg managing sustainability in relation to the
suppliersthe respondentlsoconsideredhe supplierassessmend be a critical parof

the firmsOsustainabilitywork. Various benefits of supplier assessment such as more
efficient risk management (Beske & SeurRf@fl4)and increased information exchange
between the partne&ang & Zhang2017) are recognized in the previous research.
Furthermore, the geographical location lué suppliersvasconsideredo havea strong
impact on hownotablerole the buyer firmneedgo take in monitoring and assessitsy
suppliers. For instance, one of the respondents suggested that if the partner is located in
Europe rather than ithe risk countries, monitoring othe supplier needs to have a
muchsmaller role in the overall management of sustainable supply.

Yang & Zhang (2017) suggest that firms should apphtanablesupplier monitoring

and assessment practices to confirm the sup@lipssformance regarding the
requirements and guidelines as well as to recognize the improvexread and to
provide feedbackof how the suppliers cardevelop their activities regarding
sustainability aspectés indicated in the previous researshpplig assessment include
activities such as esite visits (Gimenez & Tachizawa 2012, Akhavan & Beckmann
2017, inspections and audits conducted by the buyer itseif (Yang & Zhang 2017,

Ayuso et al. 2018 as well as audits conducted by a tipatty (Mamic 2005.
Assessment of suppliers carried out by the company itself was commonly considered to
include ongoing observation and interactio@ne of the respondensuggested that
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continuous presence and interaction are the most imp@spects in monitorgn and
assessing thsuppliers Also possible development areagre recognized temergeby
having conversations with thgartners Furthermorethe readiness of suppliers to share
information and give answers about their actions was consideredatgd® measure

in evaluation of the suppliersO performance.

Moreover, n addition to abovementioned visits to supplier premises among
collaborative activitiesgasefirms also stated to pay regular visits to their suppliers for
the purpose of onitoring and ispections Mamic (2005) refers to this as internal
monitoring.Casefirms stated taconductauditsto verify that thingsare in a right shape
and in accordance witlthat wasplanned One respondent further highlighted that close
interaction and regular spfer visits are the only guarantee to confirm the state of
suppliersO actiondlso Bostrsm (2015) viewsnternalauditsas an efficient way to
evaluate the suppliersO performatmoughly regardinghe buyer firmOs guidelines
and requirements such detCods of Conduct.Moreover,the respondentsommonly
emphasized that during the visits, in addition to the conference rtloeysaim to visit
and assesslso the factories where the products amanufacturedand examine for
instance the working corthns and safety aspects of these premises

OWe ourselves pay visits to our partnersO premises annually, and during these
visits we seek to visit also the assembly plants, and to conduatlsd first audits
[E]O (Company A)

QAnd we conduct reallgareful inspections to those factories to know exactly
where something is made and how it is made.O (Company F)

However, as emphasized by BostrSm (2015), monitoring activities suchsate aisits
can be really expensive and require substantial resouna®sthfie buyer firm, which
again creates considerable challenges especially to the small firms to conduct
comprehensivesupplier assessments due to the lack of resources., Bame firms
stated tomainly rely on the audits conducted by third parties besas small firms
own audit systems regarding sustainability issues would recpms&derableesources.

Overall, applying third-party assessment and aud#song theevalutation of the
suppliersO activitiesd sustainability of their operationss sen to be rather common
among the case firmsThe respondents commonly mentioned t&fori BSCI
qualification and auditing program to be employedhe third-party audits However,
only two of the case firms stated to b@&mbes of amfori BSCI, and twoother case
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firms mentioned tcconsider about different alternatives at the monmegarding the
various Initiatives and voluntary programmesget, majority of the respondents
indicated that their suppliers andactories, especially those operating in thek ris
countires,are auditedoased onamfori BSCI. Overall, it was suggested to increase
confidence in the sufiprsO operations when they have been audited by some kind of
gualification and auditing progran©ne of the rgsondents further highlighted that
third-party auditsact as a guarantadat things are done correctly and as planned.
Another respondent noted that the audits conducted by a third pargxlzaastive
including checking of the workingours as well as interviewintpe employees about
their working conditions and thus theespondenstated that it would ndie possible for
the firm itself toconduct that exhaustive auditge to the amount of required resources.

O[E] and we utilize a thireparty to ensure issues in our operations,itsis not
only about what we ourselves imagine and believe, but we ensurednblycting
third-party audits [E]O (Company F)

Moreover, t wasindicatedby the respondentbat even thougsomefirms themselves

are not members amfori BSCI, they are able tobtainthe needed documents about

the regularly conducted audiraigh from thesuppliers thamay go through several

audits annuallyReceiving the documents and reports from the {pady auditswas
considered to have an important role in assessiaguppliersustainability.By the

audits, thecasefirms were stated to bable to receive information about the possible
development areas and the aspects that require improvement, but also become aware of
the aspects that the suppliers are alreadyagiag well.

O[E] especially BSCI is useful because | get to read all those reports and to see
what kind of salaries are paid in there and how those are paid, and IOm able to see
everything rather exhaustively from the reports, and thus it is the bmsttav
assess how the suppliers are really doing.O (Company B)

However,as highlightedalreadyabove,the audits andcertification processes can be
extremelyexpensive and not every firm have the required resources to have themselves
audited and obtain dain certificationsOne of the respondentsrtheremphasized that

the fact thata supplierdoes not have a certificatianight not necessarily mean that
there are somthing wrong with the supplier@gerations, buthe supplier just might not

have been wdited Furthermore, another respondent indicated that the firm is not
counting excessely on certifications, but rather considbat the most efficient wap

do thingsis ascorrectly and transparently as possidlbe effectiveness of audits is
widely discussed also in the previous research, and for instance Ksksal et al. (2017)
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critize the beforehand announced audits in a sence that it is possible for the suppliers to
prepare their facilitiesand activities for the audit3his corcern was recognizedso

among the case firmasone of the responden&gnphasizedhat it is possibldor the
suppliersto prepare and embroid#reir activities for the audits, anldus the reliability

of the audits can be questioned.

Furthermore, e responaeknts were askkabout the firms@actionif it was revealed
that a suppliehadnot followed the instructionsand guidelines agreedlith the buyer
firm or hadviolatedthe agreement©ne of the respondestiighlighted thamongthe
audits conducteaccording toamfoi BSCI, there musbe really glaring violationsn
order the supplieto fail the audit Overall, rapid contacting of the suppBemndactive
communication were recognized to have a critical role in deviations or shortsaming
the suppliersO actions aeding sustainabilityMajority of the respondents highlighted
that amongpossible misconducts, the activitieeed to be developed and improved in
collaboration with the supplierand againthe buyer firms wereviewed to have the
respondibility for guidng the suppliersn the right directiorand suppoig them in the
developmentvork. This is in line with Mamic (2005) who suggest that the buyer firms
are expected to provide assistance for the suppliers to support the remediation of their
activities.

QANd if there is something wrondpein we need to improve it.O (@uany C)

Moreover, it was highlighted that cooperation with the suppliers is not terminated easily
even if some development areas emerged in the suppliersO operatities casd firms
staed to have an aspiration to solve the issues and improve the shortcomings squickly
that the collaboration would cbnue also after the misconduct-urthermore, etive
supplierdevelopment aftethe misconductwas consideretb have an importanble in
instructing the supplieabout the approved courset action and ermination of the
contractin revealed shortcomings was recognized most liteelgad to more faults in

the suppliersO operatiofibis view is consistent with Bostrsm (2015) who sugdest
replacement of the supplier in case of {wampliance is not considered as the most
responsible choice by the buyer firm.

OSo we encourage them that we are not leaving anywhere even though some
improvement areas are revealed.O (Company B)

O[E] migakes always happen, and the way that we wouldediatelyterminate
the cooperation would probably lead to a situatinorwhichthey do more mistakes.
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But if wetake the corrective actions, it would maybe instruct them that it is not
acceptable to operatike this.O (Company F)

Sancha et al. (2016) highlight that the supplier assessment activities should also lead to
actual improvements among the suppliersO performance, and for instandéctie

role of corrective action plans has been emphasizékdrprevious research to promote

the performance improvements according to the revealed results from the audits (Yang
& Zhang 2017 Ksksal et al. 2017)Also majority of the respondenesmphasized the
importance ofsystematic development plan of how to noye the operations after
misconductand how toprevent the issisgfrom occurring inthe future. Overall, itwas
considered to be necessanyrecognizethe areas that need to be improved and also the
corrective actions that need to be implemengsdwvellas to determine thiame spann
whichthe supplieiis requiredo achieve the required levef improvement

Thus, coducting the supplier auditgasnot considereas sufficient, but based on the
findings from the audits, conducting a development ,pilaplementing the corrective
actions as well as monitoring the processe consideretib be necessary in driving
sustainability forward in the suppliersO operatidhese findings support the view of
Gimenez & Tachizawa (2012)ho suggest thatupplier assessment alone is not
adequate but also collaborative activities are needed to develop the suppliersO
operations regarding sustainability aspects.

O[E] when the audit has been conducted, then there comes this plan to be made
after the audit, and amonttpat we go those issues through. And then we monitor
that by the next audit those issw@s taken care of, or at least bydhdeadline the

issue needs to taken into consideration anclarified and the improvement has
beenmadeO (Company F)

Even thogh therespondents stated the firms goovide supportfor the suppliers in
determining thaeeded corrective actions and amdimgoverall development worthe
suppliers were consideredto have the main responsibilff for conducting the
development plamas well as im@menting the corrective actions and improving their
actions.

O[E] we go all those parts through and try to thiokhow they could improve

those issues. They do the development work of course by themselves, but if they
have something to kshey usually ask from me how tinéngs should be done.O
(Company F)
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Furthermore, the respabsity of the buyer firmwas consideredto mostly include
monitoring the suppliers@dvancement regardintpe development plariThe firms
being membersf amfai BSCI emphaized to place more emphasistbadevelopment
work of thepartners@hat they have a special responsibifity determined by BSCI, but
considering other suppliers, they statedmainly focus on themonitoing of the
suppliersO improvememégarding the plan.

QAnd then | monitor that they follow the plan, and then it is usually possible to see
in the next yearOs audits that the issues beseimproved.O (Company F)

O[E] if we are only one firm among others and if we donOt have aalspeci
responsibility defined by BSCI, then we only monitor that the development plan
appears in the system and that things develop. We are not necessarily involved in
the development work in this case.O (Company B)

Yang & Zhang (2017)puggest that supplieassessment practicebould lead to the
identification and possiblabandomg of those suppliers that perform poorly and do not
comply with the requirements. Alggkhavan & Beckmann (2013uggesthat supplier
assessment should be reinforced watficient sanction systemsThe respondents
indicatedsomeissues that coultead orhave led to termination of the procurement
contract. The use of child labouror forced labourwas recognized as serious
misconducs, and stated tanost probably lead to the temmaition of the contract.
However, none of the firms haget detected issues related to child labour or forced
labour among their suppliersin addition, violation of the Code of Conduct was
considered as a breach of contract by one of the respondentsothdiead to radical
actions withinthe business relationshipdoreover, theviolation of the laws and
regulationssuch aghe REACH Regulationwas seen as a serious miscond8oime of
the respondentslsohighlighted that if the supplier is reluctant ¢ollaborate with the
buyer firm and unable to develop its operations in a certain time span, the buyer firm
needs to consideénereplacement of the supplier.

O[E] but if the supplier is not willing to cooperate, we cannot do business with
that kind ofpartnersif they arereluctantto everything we want to know and
develop [E]O (Company B)
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5. CONCLUSION

The purpose of thithesisis to examinehow the SMEs operating in tli@nnishtextile
industry manage sustainability in relation to their swgwpliMore precisely, the main
focus of this research is on the dyadic relationship between the fiugeand the
supplier, and thehenomenoris studiedfrom the buyer firmOs point of viewhis
chapter summarizes the main findings of the study and untssdthe theoretal and
managerial contributiorof the researchFinally, the limitations of the study are
discussed and suggestions for further research are provided.

In order to obtain a comprehensive understanding about the phenomenon of sustainable
supply management in Finnish SMEs operating in the textile industry, three research
objectives were applied: What kind of motivational factors do SMEs have to manage
sustainability in relation to their suppliers the textile industry?2) What kind of
challenges do SMEs face as implementing sustainable supply managethertextile
industry?and 3) How do thetextile SMEs manage sustainability in relation to their
suppliers in practice?

With the help of these research objectives, the study aifirsaity answer to the main
research question ofMdat is the current state of sustainable supply management in
Finnish SMEs operating in the textile indusi@y?

The recognized research gap in the field, topicality of the phenomenon as well as the
researberOs own interest in the topic acted as the starting points for this research.
Sustainability has received an increasing attention in the business world during recent
years (Yang & Zhang 2017). Moreover, duethe globalization andhe significant
increase in outsourcingBask et al. 2013), the firmOs responsibility is increasingly
considered to extend beyond its own borders and direct control (Gimenez & Tachizawa
2012),asfirms are increasingly held responsible also for their supplier actions regarding
sustainability Akhavan & Beckmann 2017 Thus, increasingttentionhasalso been
paidon how to integrate sustainability into the firms@ply chain managemefRagell

& Shevchenko 2014However, the previous research focus mostlyhensustainability
efforts of the &rge multinationals (Ayuso et &013) and the research on sustainable
supply management among SMEs remains limiteedérsen 2009 hus, this thesis
seeks to obtain newsightsabout the phenomenammongsmdl and mediumsized
enterprses focusingn the firms thabperate in the Finnish textile industry.
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This thesis employs a research strategy of extensive case study, which means that
multiple cases were analysed to study the phenomeFhe data was collected by
interviewing the rpresentatives of six small and medisimed enterprises operating in

the Finnish textile sector during March and April 2018. The interviews were based on
the predetermined themes, and the data analysisoemaducted as a theebonded
content analysis

5.1. Main findings of the study

Internal aspiration of firms, including personal values and commitment of the firm
employees as well as top management, was emphasized by the respondents to promote
sustainability among the case firms. The respondentsgmemm the firmsO
responsibility for the wider environment and society, and especially concerns about the
current state of textile industryas well as conditiongor future generationsvere
indicated to motivate the industry firms to integrate sustaimyalailso into their supply
management. Furthermorbe interdepency between sustainable actions and economic
benefitswas recognizedand thus sustainability iscreasinglyconsideredalso as a

source of competitive advantage.

The findings from previousesearch Battisti & Perry 2011Holt & Ghobadian 2000
suggest that due to the low visibility, lower external pressure as well as lower
reputational risk, SMEs might be less willing to engage in voluntary sustainability
initiatives. Howeve, this view isnot supported byhe findings of this study. Instead, in
addition to thenternal drivers, the case firmtso considered to face increasing external
pressure regarding the sustainability issues. Especially the demands and expectations
from customers werstated to compel the industry firms to promote sustainability in
their own operations as well as in relation to their suppliers. Moreover, the respondents
also recognized the risk perspective of sustainable supply managasragligenceof
sustainabilly was considered to lead to risks regarding the firm reputation as well as the
overall businessThus, he concept of extended upstream responsibility of the buyer
firm (Bostrdm 2015), thaéxtends the responsibility for sustainability beyond the firmOs
own borders,can be seen to motivate firms to engage in sustainable supply
managementMoreover, managing sustainability in relation to the suppliers was
considered critical also to ensure the transparency of the upstream supply chains and to
providetrans@rentinformation to the customers redang the sustainability impacif

the business. Overall, it can be concluded that the customer demands and expectations
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play a critical role in thandustry firmsO efforts towards more sustainable supply
management.

Regarding the perceived challenges, especially the demanding nature of the textile
industry as well as special characterstod SMEs were recognized to influence the
firmOs efforts towards sustainable supply management. The fact that textile production
is commonly outsourced was recognized as a factor hindering the management of
sustainability in relation to the suppliers since firms are not able to directly control the
production. Furthermore, the textile supply chains are often located outside the EU,
generally in risk countries, which increases the role of sustainability in the industry and
the challenges regarding sustainable supply managebwato the fragmented nature

and length of the textile supply chains, obtaining unbiased and transjpdoemiation

from the supplierswas also consideredas a challenge Moreover, the challenges
resulting from the small size of the case firms, such as low negotiating power against
the suppliers, were recognized to decrese the firmsO influence over thersédpplie
sustainability performance. In addition to the small sizéhetbuyer firms, also small

size and limited resources of the suppliers were recognized to influence the suppliersO
capability toengage in sustainable actiprad thus hindering the overallistainable
supply managemenloreover,in some casedifferences in cultures and firm values
between theartnersivere seen to create challenges among the supply management as it
was considered critical to combitiee firm values so that both partssuld understand
andengage in the applied policies.

The practices thahe buyer firms employ in managing sustainability in relation to their
suppliers were identified as supplier selection, supplier development, supplier
collaboration as well as suppliassessmenEspecially the critical role of selectirige
partners that are willing to collaborate, share the same values and that already have high
standards regarding sustainability was emphasized by the respondents. This is crucial
among SMEs in partidar because of their low negotiating poweatmay hinder them

from demanding things from the suppliers at later phases of the collaboration. Overall,
the procurement in th@dustry SMEs seemto be quite narropwwhich was considered

to increase the comtlability of the supply base. Moreover, when selecting new
partners, the proper size of the suppliers was considered critical to ensure that the
partner fits the buyer firmOs size and the brand. Generally new suppliers were stated to
be at minimum requed to obey with the most common sustainability regulations and
standards, such #&lse core conventions O andthe REACHRegulation. Moreover,

the suppliers aralsocommonly required to engage in the Codes of Conduct that aim to
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instruct the suppliersabout the buyer firmOs values and principles regarding
sustainability. The buyer firms mdyrther confirm the suppliersO state of sustainability
by requiring certain certificates, utilizing references from the existing customers or by
visiting the suppliepremises before initiating the cooperation.

Moreover, suppliers were considered as the basis for firm operations, and thus
continuaus supplierdevelopmentivas seenas a necessityfhe role of direct and close
relationships with the suppliers was comnyoemphasized in driving sustainability
issuedorward in the upstream supply chains, in conveying the buyer firm values to the
suppliers and in developing the suppliersO sustainability performance. The respondents
commonly indicated that primarily suppléeare those that are developed, not replaced.
Moreover, group pressure from the industry firms together wadigh¢ed to drive
suppier development forward and to incredbke effectivenessf an individual SME.
Thus,the industry firms may overcome tlidow negotiating power and increaseithe
ability to influence their suppliers by joining different associatiand makingjoint
requirementsOverall, the suppliers were considered to be rather conscious about the
sustainability issues and édsoactively search for more sustainable alternatives.

Considering the collaborative activities that aim to jointly improve the performance of
both the buyer firm and the supplier (Sancha et al. 2016), the respondents highlighted
the importance of perseveranceldongterm orientation. Longerm and close supplier
relationships were considered to be critical in the textile industry due to the complex
design and patterns of the textiles that alone require rather intensive partnerships, as
well as to give time fothe suppliers to understand the set of values driven by the buyer
firms. Overall, constant interaction arattive sharing of information were seen as
integral parts of the collaboration between the partners. The collaboration projects
between the partnerggarding sustainability issues were mainly stated to corthern
product development side of the business] the respondents highlighted especially
the efforts for cedevelopment of more sustainable materials, produatssalutions to

be used in the fins(products. Otherwise, due to the limited resources of SMEs, the
case firms did not seem to have any larger collaboration projects with their suppliers
concerning sustainability.

In addition to the more collaborative activities between the partriscstre supplier
assessment seerto have an important role in the overall sustainability wofrkhe

industry firms, especially when cooperating witle risk country suppliers. In order to
ensure the suppliersO compliance to the agreed reguirementaratadds, case firms
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were stated to employ practices such agang observation and interaction with the
suppliers, regulamonitoring and inspections conducted by the buyer firm as well as
third-party audits. However, supplier assessment practices alsoe considered to
require extensive resources; on the other hand exhaustive internal monitoring require
large resources from the buyer firm which creates challenges especially for the SMEs,
but it was also highlighted that not all suppliers have the mediuesources to audit
themselves and obtain certain certifications. Moreover, consistent with the findings
from previous researcls{menez & Tachizawa 20123ssessment practices alone were
not considered to be sufficient.h@ role of collaborative actittes and joint
development was emphasized by the respondents {compliance with the agreed
requirements was revealed among the suppliers. Overall, the case firms stated not to
terminate the cooperation easily, but rateerphasized the opportunity tostruct the
suppliers about approved courses of action.

As highlightedalso by Goworek (2011) argimon & Domingues2018, consumersO
awareness regarding the sustainability issues is growing and they increasingly demand
more sustainable altaatives fron the industry firms. fius firms are compelledto
integrate sustainabilitynot only into their own operations but also promote
sustainability among their suppliersO activiti@verall, the case firms viewed
sustainability as an increasing trend in thetike industy. The firms have started to
more systematicallyfocus on sustainability issues during recent years, and today
sustainability is considered as an integral part ottsefirmsO identity, brand and firm
values. The direction of sustainability the textile industry seems to be towsardore
systematic planning, inpmentation and monitoringverall, the aspiration to engage

in sustainable activities is primarily considered to begin from inside the firm rather than
from the compliance to lawsnd regulations. Thus, despite the various challenges
derived from thedemandingnature of the textile industry as well as the special
characteristics of the SMEs, the case firms seem to rather proactively engage in
sustainable supply managem#émtough caeful supplierselection, active development,
close and longerm collaboration as well as continuous assessment. Thus, the view of
Ageron et al. (2012) that SMEs would mainly employ reacpvactises regarding
sustainability is not supported lilge findirgs of this research.
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5.2. Theoretical and managerial contributionof the research

This thesis contribugeto the existing research on susthigasupply management
among small and mediugized enterprisesAs emphasized above, the previous
researchdcusing on how SMEean manage sustainability in relation to their suppliers
remains scarceCfliberti et d. 2008. By interviewing the firm representativethis
study was able to obtaim ratter profound understandingpf how the industry SMEs
manage suainability in relation to their suppliers in practice, as weladdressedhe
motivational factorsand the perceivedchallengesbehind the firmsO effertowards
more sustainablsupply managemeniMoreover,the context of this thesimtroduces
new insghts into thefield of researclsince limited attention has been paid on how to
implement sustainable supply management in the tarudlestryin particular Qelze
2017;Zimon & Domingues 2018

The findings of the previous researdtio{t & Ghobadian 209 Ghadimi et al.2016
suggest that legislative pressure is one of the most dominating incentivesdabatage
firms to manage sustainabiliip their upstream supply chaindowever,the role of
legislative pressusewas not considered significant ang the industry SMEsas
obeying the laws and regulatiord not receive considerable attenti@s a factor
driving voluntary sustainabilitynitiatives forward in the industryOn the contrary, the
casefirmsGsustainability work seems to be at a mormaeding levethan the releant
legislation. Overall, th&MEsQOnotivationto manage sustainability in relation to ithe
suppliersmainly derives from the personal values and internal aspiration of the firms as
well as the increasing consumer awarenesseMar, Baden et al. (2011) suggest that
SMEs may be leswilling to engagein voluntary sustainability activities that do not
possess direct business benefits. Howeter case firms seem to commonly recognize
the positive impactof sustainable practicemn the economic benefits of the business,
and sustainability is increasingly seen as a source of competitive advantage among the
industry SMEs.

Consideringhe managerial contribution of thssudy, it is crucial for theindustry firms

to recognize thencreasingcustomerawarenessegarding the sustainability issues as
well as th@&@ growing demandfor sustainably produced textileBased on the findings

of this research, increasing attentimwards sustainability will cong the industry
firms to changeheir actionsas companies who neglect sustainability aspects of their
business are not believed to survive in the {tmrgh. However, the industry firms
should take the challenges, mainly deriving from the demanding nature of the textile



industry as welas from the unique characteristics of the SMEs, into consideration as
integrating sustainability into their upstream supply management. This study provides
some suggestions of how thextile SMEs may overcome the low negotiating power
and increase thebdity to influencethe sustainability performancef their suppliers
Primarily, the industry SMEs should carefully stléhosepartnersthat already have

high standards regding sustainabilitythatare willing to cooperate with the buyer firm

as well as share the same valudhe SMEs may also centralize their supply by
decreasing the amount of partners, which is suggesiadramse the firmOs negotiating
power and abity to influence its suppliers. Overall, the firms should aim at developing
direct and close relationships with the suppliers with a {tergh orientation to
efficiently drive sustainable development forward in the industigreover,SMEs may
further increase the effectiveness of an individual firm and the leverage against the
supplies by driving sustainability issues forward tdgatwith other industry players.

5.3. Limitations of the study and suggestions for further research

The methodologicathoicesemployedin this thesiscreatesome limitations for the
research As qualitatve research pursues contextual explanations, interpretatidn
understanding of different perspectivgsirsjSrvi & Hurme 2006: 22 this research
aims to obtain a deeper understanding about the phenomenon of sustainable supply
management among SMEwough experiencesttitudesand perceptions of the firmsO
representativesThus, the aim of thisthesisis not to produce generalizedsults
Moreover,sincethe perceptions and experiences of the firm representatives are highly
dependent on the contexriksson & Kovalainen 2008: £84), the findings of the
research can baetilized in the SMEs operating in the textile industbut cannotbe
direcly transferred to other contexts or industrigl@wever,these findings provide a
rather extensive overall uacstanding about sustainable practices in SMEs, and act as
good starting point for further researdks highlighted by Perry & Towers (2003he
research on sustainéity among SMEs remains sc& andthusit could be useful to
studythe phenomenonf sustainable supply managemeamong SMEs opating ina
different industryor in different geographicatontext or perhapscompare theapplied
sustainable supply management practices between industries.

Moreover, to obtain a detailed understanding abouhe applied sustainable supply
managemenpractices among SMEss well as about theotivations and challenges
behindthem the casefirms wereappropriately selected to represent those that already
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recognizesustainability and sustainable supply managenasa critical part of their
businessHowever, thixhoicemayaffect the finding®f the study andthusmay notbe
appliedto all SMEs operating in the textile industijhe future researatould examine
the motivational factors and challenges amomgnd that do not yet consider
sustainability as amtegral part of thie operations to obtain more versatile resalisut
the overall state of sustainable supply managenk@mthermore, this study examines
the phenomenorirom the buyer firmOs perspeetiThis may result in biased results as
the research reflects only the experiences and attitutes of the buyer firms, leaving aside
the views of the supplier§he future research could examine the effectivenesiseof
appliedpractices ofsustainable supplmanagemenby taking the perspectives of both
parties into consideration.
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APPENDIX 1. Guiding outline for the theme interviews

The purpose of the research:

The aim of the thesis is tox@mine how the Finnish SMEs operatingtie texile and
clothing industryconsider to beble to influence their suppliersO sustainability, what
kind of factors motivate the firms to manage sustainability in their supply chains and
what kind of challenges they may face, as well as how the industry SkHksto
manage sustainability in relation to their suppliers in practice. The thesis aims to also
investigate how the firms view sustainability in their own operations as well as how the
different dimensions of sustainability are emphasized in the iydBMEsO activities in
relation to their suppliers.

1) Sustainability in the SMESs operating in the textile and clothing industry
* What does sustainability mean in your firm? How does sustainability show in
your companyOs activities?
*  Why the firm pursueto act sustainably?
* How the different dimensions of sustainability are emphasized in the industry?
How about in your own company?

2) Managing sustainability in relation to the suppliers
* Which factors motivate your company to manage sustainabilityatiae to the
suppliers?
* What kind of challenges your company faces when managing sustainability in
relation to the suppliers?

3) Selecting the suppliers
* How important is the role of supplier selection for your company among
sustainable supply chain megement?
* On which grounds your company selects the suppliers? How is sustainability
taken into consideration when selecting new suppliers?
« Where arethe firmOsuppliers located? How many suppliers does your firm
have?

4) Development of the suppliers
* How important is the role of supplier development for your company among
sustainable supply chain management?



How does your firm seek to develop the suppliersO sustainability? What kind of
activities youutilize in practice?

5) Collaboration with the suppliers

How important is the role of supplier collaboration for your company among
sustainable supply chain management?

How does your firm collaborate withe suppliers to promote suistability?

How does your firmview longterm and close supplier re@ships in
promoting sustainability?

6) Monitoring and assessment of the suppliers

How important is the role of supplier monitoring and assessment for your
company among sustainable supply chain management?

Does your company utilize any supplier requients or instructions regarding
sustainability aspects?

How dces the firmevaluate the sustainability of the suppliersO activities and that
the suppliers follow the requirements and instructions?

How does you firm react if the supplier does not compih whe requirements

and instructions related to sustainability?



