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Abstract

Sustainability, including environmental, social, and economic aspects, has become increasingly
important to multinational corporations (MNCs). Environmental and social sustainability are no
longer mere voluntary initiatives, but are becoming essential to international operations. Despite
its importance for the functioning of MNCs, only little attention has been paid to the facilitators of
sustainability on an operational level. This thesis addresses this gap by focusing on the purchasing
function and addressing the question: "What influences sustainability in the MNC purchasing
function?". This question is further divided into four research questions, which are individually
addressed in the essays.

The introductory part of this thesis builds a theoretical framework explaining sustainability in
MNCs' purchasing through various theoretical lenses. These are applied in the essays using
quantitative (structural equation modeling on 305 companies) and qualitative (case study of two
MNCs) methods. New insights have emerged through three critical aspects: the operational level
examination, different theoretical lenses, and mixed methodology. First, Essay 1 reviews extant
research on sustainability in MNCs' purchasing and finds that studies draw upon a limited set of
theories, where operational sustainability comprises of the sustainability focus, industry, and
location. The following two essays build on this finding in applying two different theoretical lenses
and viewing MNCs in comparison to other companies, non-MNCs. Second, in studying the
relationship between institutional pressures and triple bottom line sustainability performance,
Essay 2 finds that institutional pressures affect environmental and social sustainability, but not
economic performance. Third, in examining the impact of absorptive capacities on environmental
and social sustainability practices and economic performance, Essay 3 finds that only realized
absorptive capacities affect social sustainability practices in MNCs. These essays find clear
differences between external factors influencing sustainability (institutional pressures) and internal
factors (absorptive capacities) in MNCs and non-MNCs. Finally, Essay 4 examines mechanisms of
and reasons for the adoption of sustainability policies and practices by purchasing function actors.
It finds the process to be headquarter driven; further, distance, in terms of geography and role,
mainly influences differences in the sustainability policy and practice adoption.

This thesis contributes to international business research in several ways. It finds differences
between sustainability on an operational level in MNCs, as opposed to other companies.
Sustainability within MNCs is externally driven and its performance is impacted by institutional
pressures. Absorptive capacities do not affect all aspects of MNCs' operational sustainability, which
is in contrast to the pivotal role of individual actors within MNCs' purchasing.
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1. Introduction

1.1 Background and Research Gap

"It does not suffice to do what the law says. We must be in the front line of these
problems [of social responsibility]."
Anders Dahlvig, CEO of IKEA, in Vaduva et al. (2016)

As Anders Dahlvig argues, sustainability — with its environmental, social, and
economic aspects (Elkington, 1998) — is critical to organizations in the current busi-
ness environment. In fact, it has become an increasingly important topic for firms
in general, and for internationally operating multinational corporations (MNCs) in
particular. Being at the center of the public eye in various markets, MNCs face var-
ying and often conflicting pressures to consider sustainability as part of their day-
to-day operations (Marano and Kostova, 2016). Environmental and social sustain-
ability are no longer mere philanthropic or voluntary initiatives, but are rather be-
coming essential to international operations, given that the depletion of natural re-
sources as well as both human and employee rights are seen as critical global issues
for the future (United Nations, 2015).

Extant research has contributed with works on social, environmental, and ethical
aspects (Kolk, 2016; Doh and Lucea, 2013; Holtbriigge and Dégl, 2012; Kolk and
van Tulder, 2010; Egri & Ralston, 2008). Social sustainability concerns the ad-
vancement of social issues beyond compliance (Kolk, 2016), as well as socially sup-
portive company management in pursuit of economic profitability (Carroll, 1999;
Wehling, 2009). Discussions on environmental sustainability revolve around issues
arising from climate change (e.g. Kolk and Levy, 2001) as well as attempts to reduce

the environmental footprint of firms in their day-to-day actions (Andersson et al.,

11



Introduction
2005). Meanwhile, ethical issues are often addressed in connection with stake-

holder influences (e.g. Zhao and Park, 2014), such as interactions with non-govern-
mental organizations (Doh et al., 2010; Lambell et al., 2008). Many studies focus
on individual cases and provide snapshots of specific situations (e.g. Pinkse et al.,
2010; Pagell and Wu, 2009). Those concerning potential drivers of sustainability,
in turn, concentrate on a specific setting and component of triple-bottom-line sus-
tainability (i.e. environmental, social, or economic; Elkington, 1998), and remain

on a rather strategic level.

There is still a clear lack of knowledge about what influences firms to focus on
sustainability and its performance in their daily operations. Although strategic
planning is crucial, it is the day-to-day operations that make the difference. The
extant literature has thus successfully addressed the strategic-level implications of
sustainability in firms, but pays only scant attention to the functional level and the
subsequent operational effects. In an attempt to narrow the gap with regard to the

operational implications I will focus on one specific MNC function: purchasing.

The purchasing function offers an ideal empirical context because it acts as a node
that connects firms’ internal and external stakeholders (Ehrgott et al., 2011), inter-
acting with suppliers and therefore necessarily involved in cross-functional dia-
logue within the company. Furthermore, both environmental and human-rights is-
sues are highly relevant, and can make a big difference in purchasing practices
(Drumwright, 1994; Maignan et al. 2002). Purchasing has, the responsibility, for
instance, to ensure that subcontractors do not use child labor or hazardous materi-
als in the production of their goods and services, as either practice could have sig-

nificant legal consequences.

Sustainability is a particularly complex issue in MNCs. As inter-organizational
networks (Ghoshal and Bartlett, 1990), they and their purchasing functions are re-
quired to adapt their business practices to the different institutional environments
in the respective host countries (e.g. Tan and Wang, 2011). Prevailing discussions
on MNCs and their sustainability consider the organization in its entirety, however,
and tend to focus on the actions of either the headquarters or the subsidiaries (Cruz
and Pedrozo, 2009). This approach does not appear to fit the complex setting of the
MNC with its globally dispersed purchasing operations and varying institutional

12



environments. I therefore seek to advance existing research in international busi-
ness and sustainability by establishing an understanding of aspects influencing sus-
tainability in the MNC’s purchasing function including both the external and the

internal drivers.

1.2 Research Questions

Against this background, I move from strategic-level discussion to the operational

level and the purchasing function. Thus, I aim to find out:

What influences sustainability in the MNC purchasing function?

In seeking an answer to this main research question I investigate potential exter-
nal and internal drivers through different theoretical lenses. As Cruz and Pedrozo
(2009) suggest, the main factors affecting sustainability work include the govern-
ance structure, corporate ethics, and organizational learning. As far as the govern-
ance structure and corporate ethics are concerned, I refer to mimetic, coercive, and
normative institutional pressures (DiMaggio and Powell, 1983) as potential exter-
nal drivers. In addition, I consider the role of organizational learning from the per-
spective of absorptive capacities, including both potential and realized capacities
(Cohen and Levinthal, 1990; Zahra and George, 2002), as potential internal drivers.
This structure gave rise to the following four sub-questions that will help me to
identify what sustainability means in the MNC’s purchasing function, and what

drives its adoption and execution.

First, I set out to understand what sustainability is on an operational level, what
theories have been utilized to shed light on it, and what main discussions are taking
place in the fields of international business and sustainable purchasing and supply.

I therefore address the following question.
1. What is known and not known about sustainability in MNC purchasing?
Building upon the theories and discussions identified in the first essay, I apply

two theories as potential external and internal drivers. Institutional pressures give

particularly valuable insights into the complex external influences affecting MNCs

13



Introduction
and their sustainability practices and performance (Marano and Kostova, 2016).

Meanwhile, absorptive capacities, as internal capabilities, enhance understanding
of the underlying internal mechanisms potentially affecting MNC sustainability

(Zahra and George, 2002). I therefore address the following two questions.

2. How do institutional pressures affect triple-bottom-line sustainability in the
MNC purchasing function?

3. How do absorptive capacities affect triple-bottom-line sustainability in the
MNC purchasing function?

Having identified the potential internal and external factors that affect the pur-
chasing function I further seek to understand its role in the adoption and execution

of sustainability in MNCs. To this end I address the following question:

4. How are corporate level sustainability policies and practices adopted by ac-

tors in the purchasing function and why?

Each of the four essays comprising Part II of this dissertation addresses one of the

underlying research questions. Figure 1 illustrates the relationship between the four

essays.
Research .
Focus Perspective
Phenomenon
Understanding the MNC SUSt?mab'“ty
> > & sustainable
Context .
purchasing
Institutional
MNC Drivers of - pressures
: | Sustainability in the
Oper_atlor??l - Purchasing
sustalnablllty Function o Absorptive
o capacities
Contribution to
> overall » Practice transfer
Sustainability

Figure 1. The positioning of the four essays
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1.3 Key Concepts

The context of this dissertation is the MNC and its purchasing function. Within this
context I build on a variety of conceptual assumptions regarding MNCs and their
environment in my investigation into the adoption and execution of sustainability

in their purchasing.

The Multinational Corporation (MNC)

MNCs are conceptualized as organizational networks operating in several indus-
tries and locations with different organizational structures. Thus I am following
Ghoshal and Bartlett (1990) in viewing the MNC as “embedded in an external net-
work consisting of all other organizations such as customers, suppliers, regulators,
and so on, with which the different units of the multinational must interact” (p.
603). By way of a further distinction from other companies, so-called non-MNCs, I
identify MNCs as companies that control value-adding activities such as produc-
tion, marketing, or research and development (in other words activities beyond

mere sales) in more than one country (Dunning and Lundan, 2008).

I define sustainability as comprising the three aspects of Elkington’s (1998) triple

bottom line, namely environmental, social, and economic sustainability, singly or
in combination. This approach is in line with United Nations (2015) Sustainable
Development Goals, a set of 17 major goals including good health and wellbeing,
clean energy, and responsible consumption and production, for example. This in-
troduces a new, concrete perspective on sustainable development, which is defined
as ensuring “that it [the sustainable development] meets the needs of the present
without compromising the ability of future generations to meet their own needs”
(World Commission on Environment and Development, 1987, p. 5). I also include
the term “corporate responsibility”, which is frequently used interchangeably with

“sustainability”.
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Operational Sustainability

In line with the aforementioned triple bottom line (Elkington, 1998), I conceptu-
alize operational sustainability as the practicing of environmental, social and eco-
nomic sustainability within the MNC. These practices ultimately generate environ-
mental, social, and economic performance within its business functions, including

purchasing.

Organizational Purchasing
As an operational perspective from which to view sustainability where the day-to-

day business is conducted I have chosen the purchasing function. In line with
Ellram and Pearson (1993), I define this function as a unit that is engaged in spec-
ification development, make-or-buy analyses, price and term negotiations, supplier
selection, market and pricing analyses, and materials-requirement reviews. Thus, I
view purchasing as an activity executed by a specific unit within the MNC, which

does not necessarily need to be given the formal title “purchasing function”.

Institutional pressures

Institutional theory concerns organizations and their progress towards legiti-
macy, and thus implies the adaptation of institutionalized social and environmental
norms that ultimately results in isomorphism (DiMaggio and Powell, 1983). Fur-
thermore, stakeholder demands as identified by Benn et al. (2014) clearly exert
pressures on companies and their purchasing function (Kauppi, 2013; Tate et al.,
2010; Sarkis et al., 2011; Zhu and Sarkis, 2007). In this thesis, therefore, I consider
the influence of the three types of institutional pressure: coercive, mimetic, and
normative (DiMaggio and Powell, 1983). Coercive pressures, both formal and in-
formal, are exerted on organizations by other organizations they depend on; mi-
metic pressures concern the imitation of best practices originating from uncer-

tainty, and normative pressures refer to the professionalization of an organization.

Absorptive capacities

Absorptive capacities allow companies to identify and use external knowledge in
their own operations (Cohen and Levinthal, 1990; Zahra and George, 2002). I in-
vestigate the two main dimensions, as defined by Zahra and George (2002) as well
as Jansen et al. (2005): potential absorptive capacities comprising acquisition and
assimilation capabilities, and realized absorptive capacities comprising transfor-

mation and exploitation capabilities.
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1.4 Limitations

This dissertation has certain limitations connected to the assumptions discussed
above. First, sustainability is an increasingly popular notion in the study of MNCs,
and a variety of different conceptualizations have been put forward. While I
acknowledge the various definitions including those rather referring to the social
(e.g. Selsky and Parker, 2005), the environmental (e.g. Ritvala et al., 2014), or the
economic component, I follow Elkington (1998) and the United Nations (2015) Sus-
tainable Development Goals for a more holistic view on sustainability. I also include
discussions on non-market strategies and particular sustainability aspects, but fo-

cus specifically on neither of them.

Second, while clearly drawing on existing literature and therefore extending pre-
vailing views on sustainability in MNCs, this study is limited by the application of
the two theories under consideration, absorptive capacities and institutional the-
ory. Nevertheless, focusing on these two aspects gives valuable insights given the
attention paid in earlier studies to other potential internal and external drivers, in-
cluding stakeholder theory (e.g. Agle et al., 2008; Gupta, 2011; Spence, 2016) and

the resource-based view (Gold et al., 2010; Sarkis et al., 2011).

Third, given the global applicability of organizational sustainability, I focus on
MNCs. In functioning across national borders, these firms better facilitate the pro-
jection of a global view on sustainability issues than more locally operating compa-
nies. Moreover, as I am able to draw upon discussions in the realm of international
business and management, as well as the literature on business ethics, I pay less

attention to general discussions on sustainability.

1.5 Structure

Following this introductory chapter I review the existing literature in Chapter 2,
and develop a theoretical framework for the study in Chapter 3. Chapter 4 focuses
on the methodologies I have used. I give a brief summary of the four essays included

in this dissertation in Chapter 5, and discuss the findings in Chapter 6. Concluding
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Introduction
Part I in Chapter 7, I assess the contributions the study makes to the research on

international business, and suggest directions for future research. Part IT comprises

the four Essays.

Part |

Introduction

A Review of Theory

The Development of the Theoretical Framework

Description of the Methodology

Summaries of the Essays

Discussion

Contributions and Implications

Part Il

Essay 1

Essay 2

Essay 3

Essay 4

Figure 2. The structure of the study
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2. Literature Review

The literature reviewed in this chapter covers the main streams on which the study

is based. I introduce the MNC as a study setting in the first sub-chapter, and the

purchasing context in the second. Sub-chapters 3 and 4 concern sustainability in

MNCs and purchasing, respectively, and I conclude the chapter with some thoughts

on sustainable purchasing in MNCs (see Figure 3).

2.1 The MNC as a Study
Setting

2.3 Sustainability in MNCs

2.5 Sustainable
Purchasing in MNCs

2.2 The Purchasing
Context

2.4 Sustainability in
Purchasing

Figure 3. The structure of the literature review

2.1 The MNC as a Study Setting

The prominent role of the MNC has long been recognized. Perlmutter (1969), for

example, discussed the complexity of MNCs in his seminal work, stressing the move

towards geocentricism from ethnocentric and polycentric organizations and the

varied approaches taken by MNCs in realizing multi-nationality (Perlmutter, 1969).

This early conceptualization focused on two core aspects related to the MNC: the

structures within it, and its interaction with the environment.
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As a consequence of increased globalization, referring to the “integration of coun-

tries and people of the world” (Stiglitz, 2002, p. 9), MNCs are able to reap the ben-
efits of ownership, location, and internalization (Dunning, 1979). The internal
structures have long been a focus of interest, and particularly the relationships be-
tween headquarters and geographically dispersed subsidiaries (Vernon, 1966;
Stopford and Wells, 1972). Ghoshal and Bartlett (1990), in turn, conceptualize the
MNC as an inter-organizational network involving interaction between not only
headquarters and subsidiaries and their respective functions, but also and critically

between these units and their respective external stakeholders.

Within the MNC, the role of knowledge and capabilities has been extensively stud-
ied. Gupta and Govindarajan (2000) discuss the part subsidiaries play in acquiring
and disseminating knowledge across the MNC, whereas Barney (1991) highlights
the role of organizational capabilities. These aspects are reflected in the knowledge-

based view of the firm (Kogut and Zander, 1992).

As the discussion about its structures indicates, the MNC is closely intertwined
with its environment (Ghoshal and Bartlett, 1990; Casson, 1999). Forsgren (2013)
identifies two influential theoretical perspectives on this aspect: contingency theory
and network theory. Whereas the former refers to the continuous adjustment of the
MNC to its environment, the latter concerns its specific relationships with its envi-
ronment that soften the border between them. This latter conceptualization
strongly builds upon Hedlund’s (1986) notion of heterarchy, according to which

structural properties form the basis of the MNCs’ strategic decisions.

Given its critical role within the international business environment, the MNC has
been the subject of a wealth of conceptual and empirical work (e.g. Bjorkman et al.,
2004; Kolk, 2010; Marano and Kostova, 2016) in international business research.
Roth and Kostova (2003) argue that the main research purpose now is to expand
existing theories and to build new ones, as well as to study MNC-specific phenom-
ena. Its distinct context in multiple and frequently conflicting environments make
the MNC a setting that is unique to companies operating across borders (Tan and

Wang, 2011).

20



MNCs are truly complex organizations. The networked structure (Ghoshal and
Bartlett, 1990) that exposes them to a diverse set of internal and external stake-
holder demands makes an intriguing study setting. Moreover, the different host-
country environments impose varying regulatory and normative requirements on
them (Tan and Wang, 2011; Marano and Kostova, 2016), and their employees are
equally diverse. This is of particular relevance to the study of social, environmental,

and economic sustainability.

Comparing MNCs to other firms, so-called non-MNCs, in an MNC-specific setting
further facilitates identification of drivers that are specific to MNCs and not to firms
in general. As noted in the introductory chapter, I follow Dunning and Lundan
(2008) in viewing MNCs as companies that engage in value-adding activities out-
side of their home country. Whereas Crilly (2011) argues that the firm’s size and
type should not generally affect how it behaves in the same local market, more re-
cent findings show that the operational implementation of sustainability may be
more challenging to MNCs than to other (smaller) companies (Baumann-Pauly et
al., 2013). The authors attribute this to the MNC’s strength in communicating their
sustainability initiatives but also to their size, which makes it more difficult for them
consistently to incorporate such initiatives into their practices (Baumann-Pauly et
al., 2013). This clearly calls for a more detailed investigation of MNC-specific set-

tings.

There are various MNC functions that could be utilized as a study setting. Inves-
tigation of the drivers of triple-bottom-line sustainability requires the function to
be in interaction with external and internal stakeholders, and potentially to allow
environmental, social, and economic factors to play a role in its day-to-day opera-
tions. Table 1 compares the different functions in terms of these criteria, and high-
lights the suitability of purchasing as a context for analyzing sustainability in the

light of existing studies.
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As Table 1 indicates, the study of external or internal drivers, as well as a focus on
environmental, social, or economic sustainability would have offered a variety of
options among MNC functions. This study focuses on the purchasing function, with
its apparently greater potential than other functions to give holistic insights into

the drivers of sustainability work in MNCs.

The underlying mechanisms behind this interaction with internal and external
stakeholders differ in the different functions, as does the applicability of the respec-
tive sustainability aspect. First, the R&D and finance functions interact less regu-
larly with external stakeholders in their day-to-day tasks, and although they are
equally receptive to external pressures, their external environment rather consists
of a collaboration network involving research and development, production, and
information technology (Blomgvist et al., 2004; Waddock et al., 2002; Andersson
et al., 2005; Dao et al., 2011). In addition, the finance and accounting function in-
teracts specifically with professional service firms for reporting purposes (Kolk,

2010).

Second, environmental sustainability, although important to the MNC in general
(Kolk, 2005), does not play as active a role in some functions as it does in others.
In the case of marketing, sales, and communications, for instance, it is rather a topic
to be communicated to external stakeholders (Mariadoss et al., 2011), but does not
affect their day-to-day tasks. With regard to human resources, environmental is-
sues constitute the setting in which an MNC’s employees act, but do not directly
affect the work within the function (Preuss et al., 2009), whereas they affect com-
pliance issues in the legal and finance functions (Kolk, 2005; Kolk, 2010). In pur-
chasing, in turn, there has to be an awareness of the environmental implications of
purchased goods, and the research and development function may focus on envi-
ronmental aspects at times, depending on the industry (Chakrabarty and Wang,

2012).

Finally, although social sustainability with its implications for wellbeing within
the company as well as for fair labor conditions amongst suppliers is critical to the
MNC in general, it seems less effective as a driver in two functions in particular:
sales as well as finance and accounting, despite being functions that require per-
sonnel satisfaction, are not affected by or concerned with social-sustainability prac-

tices on a day-to-day basis (Lamberton, 2005; Kolk, 2010).
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2.2 The Purchasing Context

Global sourcing and the research thereon have evolved from an internal develop-
mental issue to a more externally focused project (Kotabe and Murray, 2004). Prac-
tices such as outsourcing have thus become increasingly relevant not only to pur-
chasing and supply, but also to the research on international business (e.g. Mol et
al., 2005; Brewer et al., 2013; Manning et al., 2015). Consequently, organizational
purchasing (and supply) has advanced from being an administrative function in re-
cent decades, and has assumed an increasingly strategic role (Gadde and Hakan-

son, 1994).

There have been changes in the role of purchasing in recent years, given its in-
creased strategic responsibility. It has thus become more international in its oper-
ations (Quintens et al., 2006), and aspects such as cooperation with suppliers have
become increasingly significant to the company as a whole (Gadde and Snehota,
2000). According to Ellram (1995), the purchasing function operates at three inter-
faces within the firm: internal analysis; supplier interaction and external data gath-
ering; and planning and strategy. This makes it a particularly interesting setting in
which to study both internal and external drivers of a strategically important issue

such as sustainability.

2.3 Sustainability in MNCs

Issues related to organizational sustainability have become increasingly important.
Varying in terms of conceptualization, they affect not only MNCs but also organi-
zations in general. The notion can be traced back to the early 19770s. The Stockholm
Conference of 1972 (Sullivan, 1972) achieved one of the most prominent advances
towards recognizing environmental challenges at the time. Following on from this
in 1983, the Brundtland Commission took the first step by including the social com-

ponent in the concept of sustainable development (Mebratu, 1998).
Despite these early advances, sustainability and the terminology associated with

it remain somewhat ambiguous (Aguinis and Glavas, 2012). In fact, sustainability

is often used interchangeably with the term corporate (social) responsibility. It has
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been suggested that corporate responsibility and a stakeholder focus allow compa-
nies to be sustainable (e.g. Kurucz et al., 2003). Given the implication that sustain-
ability depends on corporate social responsibility, it is clear that the two concepts

are interwoven.

Early advances in sustainability have been misjudged as representing a culture of
extreme environmentalism and philanthropy (Lozano, 2010). It has also been ar-
gued that not only economic performance, but also social and environmental sus-
tainability are critical to the success of organizations in general (Henriques and
Richardson, 2004). This second school of thought developed over time and led to
the incorporation of social, environmental, and economic aspects into corporate

practices (e.g. Elkington, 1998).

In the context of international business, the concept of sustainability is often
linked to potential performance improvements in MNCs (Porter and Kramer,
2006). Research on MNC sustainability has been approached from an institutional
(Marano and Kostova, 2016) and an internal-capabilities (Chakrabarty and Wang,
2012) perspective. Given that the focus of this study is on the MNC, which is pre-
dominantly positioned in the field of international business, it is necessary to ac-
count for the different conceptual lenses through which organizational sustainabil-
ity is viewed (Carroll, 1999; Garriga and Melé, 2004; Waddock et al., 2002). Six
core areas and conceptualizations have emerged in recent years, which form the

backdrop of contemporary discussions on sustainability.

First, triple-bottom-line sustainability refers to the social, environmental, and
economic sustainability of the MNC (e.g. Elkington, 1998; Wehling et al., 2009).
Although this conceptualization is well referenced, much of the research on inter-
national business and management adopts the perspective of just one of the three
components. Second, social sustainability may refer both to internal issues such as
employee wellbeing (Wehling, 2009), and to engagement in local communities.
Third, environmental sustainability refers to the reduction of the environmental
footprint of MNCs (Andersson et al., 2005). Fourth, although economic sustaina-
bility is often given as the underlying reason for an MNC'’s existence, it equally mo-
tivates philanthropic engagement in economic development among emerging mar-

kets (Moser, 2001).

25



Literature Review
Fifth, stakeholder interaction, and particularly the pressure thereby exerted upon

MNCs, have become highly significant, especially given their complex global envi-
ronment (e.g. Zhao and Park, 2014). MNC interactions with non-governmental or-
ganizations have also become increasingly important (Doh et al., 2010; Lambell et
al., 2008), and according to Aguinis and Glavas (2012), a variety of stakeholders,
including customers and regulatory bodies, play a significant role. Finally, the en-
vironmental context, including the industry and country setting, affects MNC sus-
tainability not only in terms of the respective component of the triple bottom line,
but also in acting as a moderator of sustainability outcomes (Aguinis and Glavas,

2012).

The discussion on MNC sustainability follows the same lines as that related to
general organizational sustainability, applied to a global operating context. In par-
ticular the challenges arising from balancing global requirements with adaptation
to the local context apply to the issues raised in this section, and are even more

prominent in the purchasing context. This is discussed in the following section.

2.4 Sustainability in Purchasing

International purchasing has changed significantly in recent decades. In a changed
global business environment with its improved transportation means, lower inter-
national sourcing costs and lowered trade barriers, sustainability has become a cru-
cial aspect of purchasing worldwide. The most critical factors include stakeholder
pressure (Blowfield, 2005), as well as ethical initiatives and working conditions
(e.g. van Tulder and Kolk, 2001, Kolk, 2005). In fact, the literature on sustainable
purchasing dates back to the early 1990s (Wynstra, 2010). It has focused on a set of
sustainability drivers related to three general issues: stakeholder pressure, (e.g.
Zhao and Park, 2014), striving for increased competitiveness (Tate et al., 2013), and

increased awareness of the environmental impact (e.g. Mollenkopf et al., 2010).

Sustainable purchasing is defined in manifold ways. The main focus in the pre-
vailing literature is on the green/environmental aspects of purchasing decisions,
and to some extent on the social component, but the triple bottom line (Elkington,

1998) does not feature strongly (Carter and Rogers, 2008, Foran et al., 2005). Nev-
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ertheless, Carter and Rogers’ (2008) application of the concept positions sustaina-
ble supply chains at the very center of all economic, environmental, and social per-

formance.

My approach reflects that of Pagell et al. (2010, p. 58), who define sustainable
purchasing as “managing all aspects of the upstream component of the supply chain
to maximize triple bottom line performance”. Environmental sustainability in pur-
chasing specifically relates to the concept of “green supply”, referring to supply-
management activities that aim at improving the environmental performance of
purchased inputs and/or their suppliers (Bowen et al., 2001; 175). This typically
includes environmental criteria used in supplier selection, consideration of pur-
chased materials and product design, adhering to various environmental standards,
and training (Lippmann, 1999; Hofer et al. 2012; Miemczyk et al. 2012). Socially
responsible purchasing, on the other hand, means including in purchasing prac-
tices (Maignan et al. 2002) social issues such as supplier-assessment tools, codes
of conduct, and certifications and audits related to ethical and social practices at

supplier facilities (Gimenez and Tachizawa, 2012; Hofer et al. 2012).

Economic sustainability, the third element of the triple bottom line, has of course
been extensively studied in the context of purchasing (economic) performance, alt-
hough it is not prominently discussed in the literature on sustainability in itself. In
the purchasing context it is considered essential for performance to be aligned with
the company’s strategy (Krause et al. 2001; Gonzalez-Benito 2007b), and it thus
tends to be expressed in relation to its key competitive priorities, i.e. cost, quality,
and delivery and flexibility (Gonzalez-Benito 2007a and 2007b). I focus in this
study specifically on economic performance in relation to quality, meaning the
characteristics of the purchased products and services, and cost meaning the total

cost of ownership including both process and price elements (Ellram, 1995).

2.5 Sustainable Purchasing in MNCs

Sustainability has become an increasingly popular topic in research on MNCs in
recent years. Given their distinctive power, geographical scope, and impact on the
planet, they have to comply with different requirements than other companies in

terms of sustainability implementation, and even play a precursory role (Haugh
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and Talwar, 2010; Pinkse et al., 2010; Andersson et al., 2005). Discussions on MNC

sustainability thus touch on a multiplicity of issues.

First, it has been claimed on various occasions that sustainability in MNCs ema-
nates from social or environmental crises. Their actions in emerging markets have
attracted particularly strong criticism (Tan, 2009). Although Zhao and Park (2014)
refer to institutional voids and sophistication as likely causes of MNCs’ sustainabil-
ity crises in emerging markets, Hennchen (2014) suggests that such crises remain

associated with the MNC and its practices far beyond the actual event.

Second, the emerging market as a context has been attributed to sustainable ac-
tions among MNCs. Although the bottom of the pyramid markets have great poten-
tial, they require completely new and balanced strategies involving non-traditional
partnerships and co-inventing, as well as local capacity building (London and Hart,
2004; Zhao and Park, 2014), which in particular requires significant interaction
with local stakeholders. Thus, embeddedness in the local environment (Beckman
et al., 2009) is critical to the successful transition from an embryonic to a mature
MNC in the local institutional environment (Chen et al., 2009). However, sustain-
ability practices appear to become diluted in the transfer from headquarters to the
local emerging-market environment (Jamali, 2010). More generally, according to
Cruz and Pedrozo (2009), the governance structure, corporate ethics, and organi-
zational learning challenge the transfer of sustainability practices from MNC head-
quarters to their subsidiaries. Many MNCs in emerging markets and other contexts
engage in philanthropic actions, and collaborate with non-governmental institu-

tions to counteract such challenges (e.g. Kolk and Lenfant, 2010).

Third, the challenges in emerging markets vary over time, and concern either the
environmental and social consequences or the changing institutional environment.
MNCs address each of the triple-bottom-line sustainability components differently.
Social sustainability mainly concerns human rights and labor conditions, but some-
times extends to NGO collaboration in the respective emerging markets. Many
studies on environmental sustainability focus on the impact of climate change on
MNC actions, as well as the use of natural resources and the building of environ-
mental strategies (Kolk and Pinkse, 2008; Pinkse et al., 2010). The economic com-
ponent is typically considered in relation to the economic impact of sustainability

initiatives. Asgary and Li (2016), for instance, found that negative consequences
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resulting from unethical behavior could be avoided in particular through the incor-
poration of sustainability into supply-chain operations. Studies on social and envi-
ronmental sustainability tend to focus on specific industries such as coffee produc-

tion and retail (Kolk, 2005; Cruz and Boehe, 2010).

Fourth, a path many MNCs choose proactively to anticipate stakeholder demands
is to closely monitor sustainability standards and commit to reporting on them.
Kolk and Lenfant (2010) found that the reporting on sustainability practices was
fairly generic and possibly differed among MNCs (Kolk, 2010). A more rigid frame-
work within which to report and implement sustainability initiatives would entail
adherence to standards such as ISO 26000, which have been found particularly
suitable for MNCs beginning to incorporate sustainability, but not so much for

those that are already on that path (Gold et al., 2013).

Finally, previous studies have identified a variety of actions that MNCs have taken
to promote sustainability (Haugh and Talwar, 2010) in the purchasing context: eth-
ical purchasing initiatives (Perez-Aleman and Sandilands, 2008); product and pro-
duction-process design aimed at environmental-footprint reduction (Christmann,
2004); and collaboration in social, humanitarian (Selsky and Parker, 2005) and
environmental (Ritvala et al., 2014) initiatives. Scholars in the field of international
business have investigated global value chains and supply chains, the potential for
process alignment through outsourcing or offshoring being of particular interest
(Doh, 2005). The crucial role of sustainable supply chains in MNC success has also

been recognized (e.g. Perez-Aleman and Sandilands, 2008).

In sum, whereas MNC sustainability in general typically concerns complex insti-
tutional environments, within the purchasing function it allows for tangible initia-
tives. Given the potential differences in such initiatives depending on the specific
MNC offering, I will henceforth consider both products and services so as to project
a holistic view of the drivers of operational sustainability in MNCs in general that
is not biased toward a certain industry. A further advantage of using the MNC as a
study setting is the inherent diversity of cultures, institutional environments, and
organizational capabilities, all of which provide unique insights into MNC sustain-
ability.
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3. Theoretical Framework

3.1 Overview

As noted in the introductory chapter, the main research question addressed in
this thesis is: “What influences sustainability in the MNC'’s purchasing function?”
In seeking an answer I have developed a theoretical framework based on the differ-
ent perspectives and theoretical approaches I have followed (see Figure 4). In the

following I discuss the individual components of this framework.

Environment

MNC

riple Bottom Line

Sustainability
Practices &

Performance

A
Purchasingl- Function

riple Bottom Liné
Sustainability
Practices &

Performance

External factors: Internal factors:
Institutional pressures || Absorptive capacities

Figure 4. The theoretical framework of the study
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Sustainability practices and performance do not occur in a vacuum. An MNC’s
approach to sustainability is defined in terms of its execution in the various func-
tions. Each function adopts specific practices that ultimately generate performance
outcomes, but little is known about the factors that eventually affect which practices

are adopted and their subsequent outcomes.

A variety of external and internal drivers may affect MNC sustainability on a day-
to-day basis. Relevant theoretical approaches in this context include stakeholder
theory (e.g. Agle et al., 2008; Gupta, 2011; and Spence, 2016), institutional theory
(e.g. Caietal., 2010; Escobar and Vredenburg, 2011), the resource-based view (Gold
et al., 2010; Sarkis et al., 2011), complexity theory (Vachon and Klassen, 2006),
resource dependence theory (e.g. Wolf, 2014), social-network theory (Sarkis et al.,
2011; Tate et al., 2013), and transaction cost economics (Rosen et al., 2002; Sarkis

etal., 2011).

Institutional theory offers particularly valid insights into external pressures in
that it accounts for the complexity of the MNC environment, which has recently
received special attention (e.g. Marano and Kostova, 2016). It thus encompasses
stakeholder theory and complexity theory. In terms of internal drivers, however,
prevailing theoretical approaches such as the resource-based view do not capture
the dynamic capabilities required to adapt to the complex environment. More im-
portantly, recent studies indicate that internal capabilities drive the change towards
sustainability (Benn et al., 2014; Pinkse et al., 2010). Organizational learning, as a
critical component contributing to the development of such capabilities, facilitates
the adoption of sustainability (Smith and Sharicz, 2011; Schneider, 2015), and spe-
cific capabilities within the company can significantly affect its environmental, so-
cial and economic performance (Paulraj, 2011). I thus consider organizational — or
in this case functional — learning from the perspective of absorptive capacities (Co-
hen and Levinthal, 1990; Zahra and George, 2002). These influences are illustrated

in Figure 4.

As Figure 4 shows, this study addresses the different layers involved in establish-
ing operational sustainability in the purchasing function of MNCs. Essay 1 provides
an overview of sustainability in MNC purchasing gleaned from the literature on in-
ternational business, sustainability, and purchasing and supply chains. Essay 2 fo-

cuses on institutional pressures (DiMaggio and Powell, 1983) as external influences
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on triple-bottom-line sustainability in MNCs. Essay 3 investigates the impact of ab-

sorptive capacities (Cohen and Levinthal, 1990; Zahra and George, 2002) as poten-
tial internal factors. The concluding Essay 4 examines the mechanisms of and rea-
sons for the adoption of corporate level sustainability policies and the practices
adopted by actors in the purchasing function. I will now introduce the two theoret-

ical lenses through which external and internal drivers are studied in this thesis.

3.2 The MNCs Institutional Environment

Institutions, both formal and informal, view regulatory, normative, cultural-cogni-
tive pillars (Scott, 1995) as both “supraorganizational patterns of activity” (Fried-
land and Alford, 1991, p. 232) and “symbolic systems” (Friedland and Alford, 1991,
p- 232) that govern organizational actions in their environment. Many firms are
faced with competing institutional logics, particularly between the national and the

transnational sphere, in which MNCs operate.

Institutional theory takes varying perspectives on organizational moves towards
legitimacy, emanating from coercive, mimetic, and normative pressures (DiMaggio
and Powell, 1983; Oliver, 1991). The institutional influence on organizations is fre-
quently addressed from the perspective of neo-institutionalism, which is static in
its approach to organizational forms and functions (Scott, 1995; Dacin et al., 2002;
Hwang and Powell, 2005) and does not consider the dynamic transnational envi-
ronment of MNCs. Hence, the discussions initiated by Greenwood and Hingings
(1996), which recommend reconciliation between old and new institutionalism (Di-
Maggio and Powell, 1983; Oliver, 1991), shed light on how MNCs interact with their

institutional environment.

Recent discussions aimed at developing a more suitable conceptualization of in-
stitutions particularly consider the role of firms, and especially globally operating
MNCs, in shaping their institutional environment. Institutional pressures on MNCs
may stem from the institutional context in which they are embedded in both the
home and the host country. This dual embeddedness — or institutional duality (Kos-
tova and Roth, 2002) — particularly affects the transfer of practices within MNCs,
depending on the distance between the home and host countries’ institutional en-

vironments (Kostova, 1999).
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In recent years there has been an emerging stream of research linking institu-
tional theory to MNCs (Marano and Kostova, 2016; Saka-Helmhout, et al., 2016).
Given that many MNCs face conflicting institutional demands (Oliver, 1991), a va-
riety of response strategies have been identified to mediate the effects of institu-
tional complexity and duality (DiMaggio and Powell, 1983; Oliver, 1991; Kostova
and Roth, 2002; Pache and Santos, 2010). These approaches do not capture the
requirements of MNC operational units such as the purchasing function, however.
Given the need in MNCs for dynamic adaptation to varying institutional environ-
ments, utilizing “old” institutionalism (Hirsch and Lounsbury, 1997) appears most

suitable in the case of sustainability.

Although sustainability initiatives may well represent their move towards legiti-
macy, MNCs react to the varying mimetic, coercive, and normative pressures of the
respective environments (DiMaggio and Powell, 1983). Many studies focus on a
specific setting and industry. Escobar and Vredenburg (2011), for instance, argue
that neither normative nor coercive isomorphism arises globally in oil companies,
whereas Kolk and Pinkse (2008) found that responses to institutional pressures

varied according to the national situation with regard to climate change.

MNCs’ (un-)sustainable actions affect their role within the institutional environ-
ment. It is a balancing act to maintain or establish institutional embeddedness in
the home and host countries, for instance, when counteracting climate change
(Pinkse and Kolk, 2012). Furthermore, in their efforts to maintain this balance,
MNCs need to critically consider informal aspects such as corruption so as to ade-
quately account for their varying institutional environments (Luo, 2006; Keig et al.,

2015).

The process of establishing sustainable practices within certain institutional con-
straints is dynamic (Child and Tsai, 2005). Nonetheless, it does not follow a clear
path and requires consideration of the political components (Child and Tsai, 2005;
Luo, 2006), as well as achieving a balance among different stakeholders and their
demands. Thus, among the variety of pressures that may affect MNC sustainability,
balancing stakeholders’ demands is of crucial importance (Chen et al., 2009). Other
critical aspects include the differing legal systems, other non-market institutions,

MNC governance, and sustainability approaches across countries (Windsor, 2009),
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and alliances that are critical to establish legitimacy in emerging markets (Shah,

2011).

3.3 Absorptive Capacities in the MNC

A concept that is commonly associated with the effectiveness of organizational
learning and knowledge transfer is that of absorptive capacity. The literature on
organizational learning dates back many decades, but has become established in
business research relatively recently. Classical literature such as the works of Cyert
and March (1963) and March and Simon (1958, 1993) describe the organizational-
learning process as changing with experience. Organizations in the current fast-
paced global business environment require a more rapid acquisition of knowledge,

however, and thus focus on the capacities associated with learning.

Absorptive capacity originally came to light in connection with macroeconomics
(Adler, 1965), referring to the ability of an economy to utilize and absorb external
information and resources (Tu et al., 2006). Cohen and Levinthal (1990) adapted
the notion to the corporate context, defining it as the ability to recognize the value

of new external knowledge, assimilate it, and apply it for commercial ends.

Zahra and George (2002) distinguish between potential (acquisition and assim-
ilation) and realized (transformation and exploitation) absorptive capacities. The
former relates to attempts to identify, acquire and assimilate new external
knowledge, and the latter to producing novel ideas by combining new and existing
knowledge and transforming it into practices. Potential absorptive capacity is thus
about exploring potentially relevant knowledge, whereas realized absorptive capac-
ity is about exploiting such knowledge and gaining from it commercially (Zahra and
George, 2002). It is suggested that both are needed simultaneously to achieve opti-

mal outcomes (Flatten et al., 2015).

Within the four areas of absorptive capacity, acquisition concerns the ability to
identify and to acquire knowledge from outside the company (Zahra and George,
2002; Jansen et al., 2005); assimilation is about understanding the company’s rou-
tines and processes and thereby being able to analyze and interpret the above-men-

tioned external knowledge (Zahra and George 2002); transformation refers to the
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internalization and conversion of this knowledge, combining it with existing
knowledge within the company (Zahra and George, 2002); and exploitation is
about using and implementing this knowledge through the development of new
products, processes and systems, for example (Zahra and George, 2002). This divi-
sion between potential and realized capacities is relevant to my study given that
demands for sustainability often originate from external stakeholders (Delmas et
al. 2011; Kolk, 2010; Perez-Batres et al., 2012), whereas in-house issues influence

their application (Paulraj, 2011).

The findings of Cohen and Levinthal (1990) imply that a company's absorptive
capacity depends on the individuals who stand at the interface of the company and
the external environment, or between subunits within the company, thereby mak-
ing purchasing an excellent functional context in which to develop it (Kauppi et al.,
2013). Few studies have examined absorptive capacity on the level of the purchas-
ing function (Schiele, 2007; Kauppi et al. 2013), thus there are no clear definitions
of the concept in this context. Kauppi et al. (2013), for instance, following the think-
ing of Tu et al. (2006), refer to the five components of absorptive capacity in pur-
chasing: buyer competence, manager competence, the communication climate, the
communication network, and knowledge scanning. Schiele (2007), in turn, links

absorptive capacities to the maturity of the function.

My approach is in line with that of Zahra and George (2002), and I build particu-
larly on the work of Jansen et al. (2005). Thus, I define the potential absorptive
capacity of the purchasing function as the ability to acquire and assimilate
knowledge through actions such as interaction with headquarters and information
collection, but also the ability to understand and analyze the information. Most pre-
vious empirical studies on absorptive capacity focus on the company, the business-
unit or the subsidiary level (Volberda et al., 2010), whereas I focus on the purchas-

ing function.

35



Methodology

4. Methodology

4.1 Overview

A variety of ontological and philosophical assumptions lie behind the decisions
made in this mixed-methods thesis. The overall research question concerning what
drives operational sustainability in MNCs clearly influenced my choice of a mixed
quantitative and qualitative research approach. In answering this question I will
first draw on existing theories and test them in a quantitative setup, and then fur-

ther enhance understanding in a qualitative study.

The research question guided the methodological decision-making throughout
the process. Quantitative research methods in general, including the two types of
structural equation modeling used here, represent the deductive approach to theory
testing (Byrne, 2012). The aim in the qualitative multiple-case study, on the other
hand, was to develop testable hypotheses from a realist perspective (Eisenhardt,
1989; Yin, 2014). Furthermore, I aim to extend the holistic perspective on sustain-
ability to the research methodology by moving from testing hypotheses to exploring
the reality in MNCs.

The following section describes the two types of methodology used in some detail.
I will start with the quantitative part of the study, which was conducted first, and
will then proceed to the qualitative part. Essay 1 presents a structured review of the
literature on international business, sustainability, and supply-chain management,
Essays 2 and 3 report on the structural equation modeling of data from 123 MNCs
and 182 Non-MNCs from four different European countries. Essay 4 is based on 46
interviews conducted in two Finnish MNCs. Information on the two datasets is

given in Table 2.
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Table 2. The two datasets

Da- Sample Data-col- # Time of | Used
taset lection data in es-
method collec- | says
tion
1 Purchasing de- Email survey | 305 compa- | 2014 Essays
partments of 305 | as agreed by | nies: 123 2and 3
companies in Fin- | telephone MNCs and
land, Germany, 182 non-
Ireland, and Italy MNCs
2 Two Finnish Semi-struc- 46 inter- 2015- Essay 4
MNCs tured face-to- | views; 2016
face inter- Documenta-
views tion on inter-
nal and ex-
ternal sus-
tainability

The two datasets offer valuable insights into the main research question in that
they allow for the testing of existing theories on the one hand, and for exploring the
underlying processes on the other. The quantitative dataset facilitates the testing of
existing theories and the determining of circumstances that are specific to MNCs,
as opposed to other companies. The qualitative data gathered within the two Finn-
ish MNCs allows for further exploratory examination of the underlying roles and

processes.!

4.2 The use of Multiple Research Methods

Guided by existing discussions in the field of MNC sustainability in an operational
setting, I chose the methods I considered the most suitable for addressing the four

sub-questions attached to the main research question of this study. Furthermore, I

! Further information on the methodologies is given the methodology sections of the respective Essays in Part Il
of this dissertation.
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selected the research methods that would facilitate triangulation both between and

within methods (Yin, 2014).

As Hurmerinta-Peltomaki and Nummela (2006) recommend, I gave careful con-
sideration to the order of the data collection, the role of each type of methodology,
and the purpose of each method. As indicated at the outset of this chapter, the data
collection was sequential, which reflected the development of the research ques-
tions. First I conducted the structured literature review reported in Essay 1 to iden-
tify the potential theories to be applied in the following studies (reported in Essays
2 and 3). Then, in 2014, I collected the survey data for the two studies. Using the
findings as a basis, I developed the final research question to be addressed in Essay

4, which required the collection of qualitative data.

This research process similarly guided the roles and purposes (Hurmerinta-Pel-
tomaki and Nummela, 2006) of these studies. The quantitative approach domi-
nates this mixed-methods setting in that two of the four essays are based on differ-
ent forms of structural equation modeling. Nonetheless, the qualitative data on
which Essay 4 is based played an equally important role, and as mentioned was
clearly driven by the research question at hand. The purpose of the quantitative
studies was knowledge-related, in other words to test the hypotheses, whereas that
of the qualitative study was topic-related given the aim to enhance understanding
of the roles and processes involved in establishing operational sustainability in

MNCs, an under-researched topic (Hurmerinta-Peltom#ki and Nummela, 2006).

The use of two types of methodology to address the main research question suited
the context. Given that research on sustainability in MNCs dates back to the early
1990s (see Essay 1), a deductive quantitative approach to studying existing and po-
tential internal and external drivers seemed to be the most suitable. Although the
prevailing literature describes these theories on an organizational level, I apply
them on the operational level. On the other hand, qualitative case research seemed
to be the best choice in terms of enhancing understanding of the role of MNC pur-

chasing in establishing and maintaining sustainability practices.
Essay 1is based on a structured literature review complemented with textual anal-

ysis. This approach facilitates analysis of the extant research on MNC sustainability

on an operational purchasing level. Having established the prevailing theories in
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the first essay, I thereafter set out to test them in Essays 2 and 3. To facilitate this I
joined the International Purchasing Survey 2 research group, which collected a
large set of survey data from Finland, Germany, Italy, and Ireland. I used this data

to test hypothesized relationships in two structural equation models.

The slightly more exploratory nature of Essay 2 and its data structure, as well as
the more confirmatory approach of Essay 3 were the drivers that led to my adoption
of these two approaches. The multiple-case study reported in Essay 4 nevertheless
draws not only upon the 46 case interviews, but also on secondary internal and ex-
ternal company information. My approach therefore was to start from a general
understanding gleaned from the existing literature, then to narrow this down by
testing two specific theories, institutional theory and absorptive capacities, and fi-

nally returning to a more general level through the case study (see Figure 5).

Essay 1: Literature Review Essay 4: Multiple-case Study

Essay 2: CB-SEM
Essay 3: PLS-SEM

Figure 5. The positioning of the four essays
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4.3 The Quantitative Approach

In order to study the internal and external drivers of sustainability in MNCs I con-
structed a set of hypotheses to be tested in structural equation models. Although
structural equation modeling was used as a quantitative research method in Essays
2 and 3, both draw upon approaches based on covariance and partial least squares
to accommodate the differences in data structure, as discussed hereafter. First I

describe the data and data-collection procedure, and then discuss the analyses.

4.3.1 Sample and Procedure

The quantitative part of this study consists of cross-sectional data of 305 compa-
nies out of which 123 are MNCs and 182 non-MNCs in Finland, Germany, Ireland,
and Italy. The data was collected during 2014 as part of the International Purchas-
ing Survey 2 (IPS2), an international study of purchasing strategies. IPS2 is a re-
search instrument focusing on several strategies, practices and performance issues
within the purchasing function. The constructs used in this study are selected items
from this survey. All construct statistics as well as details regarding the sampling

procedure are illustrated in Essays 2 and 3 at the end of this study.

The surveyed companies were randomly selected from the manufacturing and
service sector, the aim being to avoid ambiguity in the use of industry-specific pur-
chasing terms and language (see Flynn et al., 1990). After the survey instrument
was piloted in each member country of the IPS 2 group according to the so-called
“concurrent think aloud” method (Davis and DeMaio, 1993), data collection started
in each country independently using the same protocol and survey instrument ei-

ther in English or the respective local language.

While I draw upon the entire dataset in my analysis, I was a member of the team
that was responsible for collecting the Finnish survey data. This included firstly re-
trieving a random list of suitable companies from Fonecta (a Finnish company list-
ings database). Secondly, finding a suitable respondent within each company. Suit-

able respondents were senior purchasing professionals (responsible for purchasing
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in a plant/business unit, or in larger organizations for at least one purchasing cate-
gory) as the examination of purchasing as a function may well be represented by

one sufficiently senior individual (Bowman and Ambrosini, 1997).

After secondary search of the company websites and other available databases, I,
as well as the other members of the Finnish IPS 2 research group, called the com-
panies to verify or identify the most suitable respondent. We then contacted the
suitable respondents via telephone to explain the purpose of this survey, gain their
commitment to participate, and discuss any questions they might have. Ithereafter
sent out the survey link via email and followed up on both the calls and survey re-

sponses at least three times.

After data collection was completed in all four countries by December 2014, I
pooled the data of all four countries into one database. After cleansing the data and
excluding responses with missing data higher than 30%, the database retained the
aforementioned 305 companies. To verify whether a company was an MNC or non-
MNC, I asked one IPS 2 group member from each of the other three countries to
draw upon secondary company information, such as the company websites. Thus,
a total of 123 of the responding companies could be identified as MNCs by having
value-adding activities, i.e. operations other than sales subsidiaries, outside of their

home countries.

Nonparametric tests to test the differences in the four countries were furthermore
conducted. The tests in each country confirmed (p<0.05) that there is no significant
difference in the distribution of the number of employees in the companies for the
two groups. In addition, tests indicated that the differences in distribution of com-
pany sectors in the two groups are also non-significant at p<0.05. Statistics on the
respondents are depicted in Table 3. Further details about the respondents, addi-

tional tests, and how biases are accounted for can be found from Essays 2 and 3.
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4.3.2 Analysis

I applied structural equation modeling (SEM) in Essays 2 and 3, which are
based on the survey dataset. SEM is a multivariate statistical technique that
combines (confirmatory) factor analysis and multiple-regression modeling for
the purpose of analyzing hypothesized relationships among latent variables. The
technique encompasses a variety of models, two of which I utilize in this thesis.
Covariance-based SEM is a strict theory-testing approach that follows clear hy-
pothesized relationships and applies them to a specific research setting (Byrne,
2012). Partial-least-squares SEM is a softer approach that is more exploratory
in nature, and models potential paths between hypothesized relationships (Hair

et al., 2014).

Structural equation modeling is particularly suitable in this study as its multi-
variate nature facilitates examination of the latent constructs in a multiple re-
gression model (Byrne, 2012). Whereas Essay 3 builds on the more common
covariance-based SEM using MPLUS (Byrne, 2012), given the reflective nature
of the constructs, Essay 2 applies partial-least-squares SEM to accommodate

the mix of formative and reflective measures (Chin and Newsted, 1999).

4.4 The Qualitative Approach

This study utilizes a multiple-case study to build theoretical constructs from
case-based, empirical evidence (Eisenhardt, 1998). The case-study approach fa-
cilitates in-depth investigation of this contemporary phenomenon of MNC sus-
tainability on an operational level (Yin 2014). Given that only little is known
about the role of various MNC functions in establishing sustainability, it is eas-
ier to retain the characteristics of real-life events through the application of

case-study methodology (Yin, 2014).

The case study is popular as a qualitative research tool in the field of interna-
tional business (Piekkari et al., 2009). Various perspectives are adopted, includ-
ing inductive theory building, natural experimentation, interpretive sense-mak-
ing, and contextualized explanation (Welch et al., 2011). In line with both Ei-

senhardt (1989) and Yin (2014), I adopt the two former approaches, namely in-
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ductive theory building and natural experimentation. In the two following sec-
tions I describe the case-selection process and then discuss the data sources and

analysis.

4.4.1 Case Selection

This case study was conducted in two Finnish MNCs operating in the fashion
and the entertainment industries. MNC A, the Finnish fashion MNC, is stock-
listed and renowned it its field, with annual sales of EUR 186 million. It has 450
employees in 40 countries across the world, most of them located at the head-
quarters in Helsinki, Finland. With its own manufacturing facilities and its
strong focus on purchasing fabrics and other non-finished materials from sub-

contractors it represents a typical manufacturing company.

MNC B, the Finnish entertainment MNC, is particularly well known for its
mobile games. Global sales resulting from the games, services, and the vast line
of licensed consumer products amounted to EUR 145 million in 2015. The com-
pany’s 400 employees are located in 10 countries in Europe, North America, and
Asia. Its main focus is on intangible products and services, making it a contem-
porary MNC in the service industry. It has no purchasing function per se, but a
dedicated licensing team carries out similar tasks as the retail MNC’s purchas-
ing function, such as specification development, price and terms negotiations,

and supplier selection.

The case companies were theoretically sampled (Eisenhardt, 1989) to provide
a rich and diverse setting representing both product and service organizations.
Furthermore, both perishable as well as non-perishable products are included
in the offerings. Given Eisenhardt’s (1989) recommendation that the research
setting should be such that the phenomenon is easily observable, we included
MNCs with purchasing activities in place. To control for the industry-specific
settings we chose two very different MNCs. Whereas MNC A offers non-perish-
able products, MNC B offers non-perishable services in its main gaming and
entertainment business, tangible products in the form of plush toys, for exam-
ple, and perishable products through licensed branded foodstuff. This diverse
setting (as illustrated in Figure 6) facilitates observation of the different per-
spectives on environmental, social, and economic sustainability, and thus pro-

vides a holistic view.
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Products (tangibles)

Services (intangibles)

Non-perishables Perishables

Figure 6. The two case companies

4.4.2 Data Sources and Analysis

The main sources of data comprise 46 in-depth research interviews (24 in MNC
A, 22 in MNC B), which were conducted either face-to-face or via Skype, de-
pending on the interviewee’s location. Secondary data included internal com-
pany documentation on sustainability procedures, practices, and guidelines, as
well as the annual sustainability reports of the stock listed MNC collected for
triangulation purposes. The interviewees included employees responsible for
sustainability planning and execution, as well as those working in the compa-
nies’ core functions, namely the sustainability manager, representatives of the
strategy and/or top management team, employees of the purchasing function
(which is the focus of this study), as well as representatives of all company-spe-
cific core functions and those interacting with the purchasing function. These
representatives were located at the Finnish headquarters of the MNCs, or in the

different subsidiaries. Table 4 summarizes the data sources in both MNCs.
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Table 4. Data sources for the case study

Source MNCA MNCB
Interviews 22 24
Internal Documenta- | eSustainability ~ docu- | eSustainability guide-

tion

mentation

eSustainability guide-

lines

eRisk-assessment

lines frameworks
External Sustainability | e Annual reports e Press releases
Material eSustainability reports

ePress releases

The semi-structured interviews were conducted in three rounds. The first
round included pilot interviews with sustainability managers at the companies.
The second round involved the other sustainability personnel, as well as senior
representatives of a variety of functions engaged in sustainability work in pur-
chasing, legal, HR, communications and PR, sales, strategy/business develop-
ment, marketing, and finance, as well as representatives of the core functions
(design in the fashion MNC and game and entertainment development in the
entertainment MNC). The aim in these interviews was to determine the key ac-
tors involved in establishing sustainability both in the purchasing function and
in the company as a whole. The third round of interviews thus included the key

actors identified in the second round.

To mitigate potential bias, only the contact person within each case organiza-
tion was aware of the topic of the interviews. All other interviews were con-
ducted under the general heading “the relationship between operations and cur-
rent strategic goals”, as agreed with the contact person in each organization.
Examples of the interview questions include: What are your most important
strategic goals and how are they set? How do you interact with colleagues
from other units? How do you interact with external stakeholders and who are
they? How do your personal goals relate to the overall strategic goals? At this
point the topic of sustainability had often arisen in the discussion, but if that
were not the case I would ask: What is sustainability to you and does it play a
role? Each of these questions was followed up with questions going more deeply

into the topics. The interviews lasted between 40 and 100 minutes.

3 Appendix 1 of Essay 4 contains the detailed interview guide.
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Following the recommendations of Eisenhardt (1989), Miles et al. (2014) and
Yin (2014), I analyzed the data using replication logic. All the interviews were
recorded and transcribed, after which a record was created for each case. I then
content analyzed the case data using Kostova’s and Roth’s (2002) types of prac-
tices adoption. This included careful re-reading of the data and deep reflection
to gain enough familiarity with it to then assign it to the predetermined aspects
of Kostova’s and Roth’s (2002) model. I coded the data to identify underlying
patterns, and compared the data from respondents involved in executing and/or
designing sustainability within the MNCs to that from respondents who were

not (consciously) involved in sustainability design or execution.

4.5 The Reliability and Validity of the Study

As mentioned at the outset of this chapter, I used a multiple-methods ap-
proach, reflecting the nature of the respective underlying research questions on
the one hand, and to facilitate triangulation on the other. In this, therefore and
in line with Brannen (1996), I established both within- and between-method
triangulation. In other words, I focused on each method individually and there-

after drew them together to give a more holistic view.

Established tests are used to test the reliability and validity of structural equa-
tion models. Whereas validity reflects the extent to which an indicator measures
what it is supposed to measure, reliability refers to measurement consistency
(i.e. the extent to which an indicator is free of random error). When I was as-
sessing the reliability and validity of the quantitative studies, therefore, I con-
ducted established tests to ensure that the measures reflected what they were
supposed to and were consistent. With regard to covariance I verified the validi-
ties and reliabilities of the individual measures in the confirmatory factor anal-
ysis, which showed a good model fit. In the case of the partial-least-squares-
based model I conducted a confirmatory tetrad analysis to determine the form-
ative or reflective nature of the respective constructs, and similarly assessed the
reliability and validity of the constructs in question through a variety of statisti-
cal tests. I thus confirmed the validity and reliability of the quantitative studies
in accordance with goodness-of-fit criteria, as discussed at length in Essays 2

and 3.
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I followed Yin (2014) in assessing the reliability and validity of the qualitative
case study. First, the reliability of case studies should be evaluated based on 1)
a case-study protocol and 2) a case-study database: as described above, both of
these criteria were met. Second, validity requires verification of the existence of
construct, internal, and external validity. (Yin, 2014) Table 5 illustrates these

four tests and their application to the study at hand.
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The combination of qualitative and quantitative methodologies further facili-
tates the examination of operational sustainability in MNCs in both confirma-
tory as well as exploratory terms. Construct validity is ultimately about estab-
lishing that a construct measures what it is supposed to measure (Bryman and
Bell, 2007; Yin, 2014), which has been done in the individual study set-ups. Tri-
angulation between and within the methods (Brannen, 1996) therefore further
establishes the validity and reliability of the research, while each of the studies

has a clear role and purpose (Hurmerinta-Peltoméki and Nummela, 2006).
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Summaries of the Essays

5. Summaries of the Essays

5.1 Overview

This thesis concerns the factors influencing operational sustainability in MNCs
from the perspective of the purchasing function. It comprises this Introductory
Part 1 and four essays that examine extant studies, investigate institutional pres-
sures and absorptive capacities as potential external and internal drivers, and
consider the role of MNC purchasing and its employees in adopting sustainabil-
ity policies and maintaining sustainability practices. This chapter summarizes

each of the four essays.
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Table 6. Overview of the essays

Research Scope Data Methodol-
Question ogy
Essay 1: Un- | What do and | Review of 74 | 74 journal | Systematic
derstanding | don’t we | journal articles | articles literature re-
operational | know about | from the litera- | published | view to en-
sustainabil- | sustainabil- | ture on MNC | in 1994- | hance under-
ity in multi- | ity in MNC | sustainability 2015. standing of
national cor- | purchasing? | and sustainable current con-
porations’: a purchasing to ceptualiza-
conceptual shed light on tions of oper-
review and operational ational sus-
an agenda for sustainability tainability in
future  re- in MNCs MNCs.
search
Essay 2: How do in- | Building on in- | Data from | Partial least
Why become | stitutional stitutional the- | 305 compa- | squares
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5.2 Essay1

Riikkinen, R.: UNDERSTANDING OPERATIONAL SUSTAINABIL-
ITY IN MULTINATIONAL CORPORATIONS: A CONCEPTUAL RE-
VIEW AND AN AGENDA FOR FUTURE RESEARCH

My aim in Essay 1 is to shed light on current conceptualizations of operational
sustainability in MNCs through a structured review of the literature on Interna-
tional Business and General Management in the context of purchasing and sup-
ply. More specifically, this essay addresses the question: “What do we and don’t
we know about sustainability in MNC purchasing?“. The objective is to gener-
ate a more general understanding of the prevailing literature in the context of
purchasing and supply, as illustrated in Figure 7. The essay therefore covers the
potential theoretical perspectives as well as extant discussions on antecedents,

moderators and mediators, the context, and the consequences.

Review of existing literature to inform the framework

Figure 7. Part of the theoretical framework applicable to Essay 1
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Having carried out a structured literature review (modeled on the work of
Aguinis and Glavas, 2012) of 74 journal articles, I identify the antecedents, mod-
erators and mediators, context, and consequences of operational sustainability.
The findings indicate that the predominantly empirical studies draw upon a lim-
ited set of theories, including stakeholder theory, institutional theory, and the
resource-based view, to offer potential explanations of operational sustainabil-
ity in MNCs. The contribution of this research lies in the construction of a frame-
work in which operational sustainability is depicted as a trichotomy comprising
sustainability focus, industry and location. The framework captures approaches
taken in existing works. The resulting static snapshots take a stance on each of
the dimensions, highlight the limited ability to capture the complex institutional

environment of MNCs, and thus provide clear avenues for future research.

5.3 Essay2

Riikkinen, R.; Salmi, A.: WHY BECOME SUSTAINABLE?
INSTITUTIONAL PRESSURES AS DRIVERS OF SUSTAINABILITY
PERFORMANCE IN MNCS

Essay 2 builds upon the findings of Essay 1 in shedding further light on the im-
pact of institutional pressures on operational sustainability in MNCs. It focuses
particularly on the second research sub-question: “How do institutional pres-
sures impact triple-bottom-line sustainability in the MNC purchasing func-
tion?” With the purchasing function as an empirical setting, this study investi-
gated the impact of mimetic, normative, and coercive pressures (DiMaggio and
Powell, 1983) on achieved environmental, social, and economic sustainability.
In focusing on the external pressures affecting triple-bottom-line sustainability
in the purchasing performance of MNCs, the study concerns the following part

of the theoretical framework introduced in Chapter 3.
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Environment

MNC

Purchasing Function

Triple Bottom Line
Sustainability

External factors:
Institutional pressures

Figure 8. Part of the theoretical framework applicable to Essay 2

This essay thus develops a model of hypothesized relationships linking insti-
tutional pressures (DiMaggio and Powell, 1983) to sustainability performance.
Based on a partial least squares structural equation model (Chin and Newsted,
1999) to accommodate its exploratory nature, the study compares MNCs and
non-MNCs, in other words smaller or more locally operating companies, in a
setting that is specific to MNCs. The model draws on data from 305 companies

operating in Finland, Germany, Ireland, and Italy.

According to the findings, institutional pressures affect the performance of
MNCs in the areas of operational environmental and social sustainability, but
not their economic performance. A further finding was that uncertainty avoid-
ance through the imitation of best practices (Cantwell et al., 2010) appears not
to apply to MNCs as such imitation would not apply to their intricate, individual
institutional settings and would therefore rather have an adverse effect. Finally,
the results reported in Essay 2 indicate that normative pressures affect sustain-
ability performance in both MNCs and non-MNCs, whereas coercive pressures
have no impact on triple-bottom-line sustainability in this operational setting.
Regulatory pressures to change practices may, in fact, significantly affect firms

in terms of their social and environmental performance.
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5.4 Essay3

Riikkinen, R.; Kauppi, K.; Salmi, A.: LEARNING SUSTAINABILITY?
ABSORPTIVE CAPACITIES AS DRIVERS OF SUSTAINABILITY IN
MNCS’ PURCHASING

The focus in Essay 3 is on absorptive capacities as internal drivers of operational
sustainability in MNCs. It thus addresses the third research sub-question: “How
do absorptive capacities affect triple-bottom-line sustainability in the MNC
purchasing function?” As in the other essays, the context is that of purchasing
and supply, this time drawing on both potential and realized absorptive capaci-
ties (Cohen and Levinthal, 1990; Zahra and George, 2002) as potential drivers
of environmental and social sustainability practices and their ultimate impact
on the function’s economic performance. More specifically, the study addressed
the following questions: 1) Do organizational learning and capabilities (absorp-
tive capacities in this study) have an impact on sustainability (in other words
adopted environmental and social practices, and economic performance) in the
purchasing function? 2) Are there differences in impact between the purchasing
functions in MNCs and non-MNCs? It therefore concerns the following part of

the theoretical framework illustrated in Figure 9.

Environment

MNC

Purchasing Function
Triple Bottom Line
Sustainability

Internal factors:
Absorptive capacities

Figure 9. Part of the theoretical framework applicable to Essay 3
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This essay thus draws on a model of hypothesized relationships linking ab-
sorptive capacities as proxies of organizational learning with sustainability
practices and performance. Two groups, MNCs and non-MNCs, i.e. smaller or
more locally operating companies, are analyzed by means of structural equation
modeling in a setting that is specific to MNCs. As in Essay 2, the model is based

on data on 305 companies operating in Finland, Germany, Ireland, and Italy.

The findings indicate that only realized absorptive capacities affect sustaina-
bility practices and performance. Whereas the impact on MNCs is limited to so-
cial-sustainability practices, absorptive capacities in non-MNCs appear ulti-
mately to affect economic performance mediated by the above-mentioned so-

cial-sustainability practices.

These results contribute to the literature on sustainability in international
business in three ways. First, the analysis of the role of absorptive capacities as
drivers of sustainable purchasing practice and performance facilitates analysis
of sustainability-related learning in companies. At the same time, the mixed em-
pirical findings indicate a need for managers and scholars alike to conduct fur-
ther investigations into the impact of learning on sustainability practices and
performance. Finally, the comparison of MNCs and non-MNCs allows the clear

distinction of MNC-specific sustainability dynamics.

5.5 Essay4

Riikkinen, R.: SUSTAINABILITY POLICY AND PRACTICES ON A
DAY-TO-DAY BASIS: THE ROLE OF MNC PURCHASING

Essay 4 investigates the mechanisms of and reasons for the adoption of corpo-
rate level sustainability policies and the practices adopted by actors in MNCs’
purchasing function. It therefore responds to the question: “How are corporate
level sustainability policies and practices adopted by actors in the purchasing
function and why?”. Although representing the purchasing context, as in the
previous essays, it adopts neither an internal nor an external perspective on the
drivers of sustainability. It rather explores the role that purchasing, as a func-
tion or activity, and its members play in establishing sustainability policy and
executing sustainability practices in MNCs. It thus examines the dynamics be-

tween the MNC level of sustainability policy and the purchasing-function level
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of sustainability practices presented in Figure 10, which is part of the theoretical

framework depicted in Chapter 3.

Environment

MNC

Triple Bottom Line
Sustainability

Purchasing

Triple Bottom Line
Sustainability

Function

Figure 10. Part of the theoretical framework applicable to Essay 4

This essay draws from the literature on policy translation and practice transfer
(Kostova and Roth, 2002), focusing on the operational-level dynamics in MNCs
to develop a framework outlining the role of an MNC’s operational unit and its

members in adopting sustainability policies and practices.

Reporting on a multiple-case study of two Finland-based MNCs, Essay 4 con-
firms the importance of regulatory, cognitive, and normative factors in the im-
plementation of sustainability practices, thereby emphasizing the critical role of
the social and relational context (Kostova, 1999). The focus is on the process of
developing a sustainability policy and the role of purchasing in transferring
practices. According to the findings, the individual within the MNC plays a par-
ticularly critical role. Moreover, the role of the function is clearly determined by
the product and/or service offering. The purchasing function, for example, is
much more critical in an MNC with its own manufacturing, meaning that the

offering relies on a physical product, than in one that relies mainly on its service
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offering. In fact, in the former case the function is more influential in determin-
ing sustainability strategies as well as executing them, whereas in the latter case
its members are recipients of guidelines determined by the top management in
collaboration with a dedicated sustainability manager and/or team. This essay
finds that thus finds the process to be headquarter driven. Further, distance, in
terms of both geography and role, is the main factor influencing differences in

the adoption of sustainability policies and practices in the purchasing function.

This essay contributes to the dissertation in three ways. First, in combining
the internal and external perspectives taken in the other three essays it shows
that external drivers such as risk avoidance, regulatory compliance, and cus-
tomer demands appear to be common to MNCs in general. Second, reporting on
an in-depth investigation into both manufacturing and service MNCs it identi-
fies significant differences in the role of an operational unit, in this case pur-
chasing, in driving and maintaining sustainability. Finally, in focusing on both
the headquarters as well as the subsidiary level, Essay 4 acknowledges the im-
portance of Kostova’s (1999) notion of relational context, with its clear imple-
mentation challenges given the lack of a common understanding of sustainabil-

ity as a concept.
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6. Discussion

The theoretical framework introduced in Chapter 3 breaks down the main re-
search question “What influences sustainability in the MNC purchasing func-
tion?” into two parts. The first part examines the potential external and internal
drivers as represented by institutional pressures (Essay 2) and absorptive ca-
pacities (Essay 3), respectively, whereas the second part focuses on the relation-
ship between different organizational levels: the corporate MNC level, the pur-
chasing function and the functions with which it interacts, and the individual as

an actor in the function and the MNC (Essays 1 and 4).

The purpose of this chapter is to bring together the different parts of this the-
sis. In pursuance of this aim, sub-chapter 6.1 addresses the role of the triple
bottom line and its components in MNC operational sustainability; sub-chapter
6.2 discusses the external and internal factors affecting operational sustainabil-
ity; and sub-chapter 6.3 synthesizes the findings of the preceding two sub-sec-
tions and develops a framework summarizing the aspects influencing sustaina-
bility in the day-to-day operations of MNCs.

6.1 The Role of the Triple Bottom Line in Operational Sustainabil-
ity

In the following I discuss what operational sustainability means in the context
of MNC purchasing, thereby moving beyond the initial main and underlying re-
search questions investigating the various potential drivers. One of the major
findings of this thesis concerns the significance of some sustainability compo-
nents over others in an operational setting. Therefore, I will first consider each
of the triple-bottom-line sustainability components, namely economic, social,
and environmental, separately, and thereafter discuss the common implica-

tions.
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Existing studies adopt various conceptualizations of sustainability reflecting
Elkington’s (1998) triple bottom line, or a focus on social, environmental, or
economic sustainability. I believe, however, that the operational conceptualiza-
tion of sustainability is different. There is a clear distinction between sustaina-
bility within the company and sustainability as interaction with external stake-
holders (as studied here in terms of absorptive capacities and institutional pres-
sures). This extends the current understanding of sustainability in international
business. Moreover, previous studies predominantly focus on environmental
and social sustainability in the actions of MNCs (e.g. Pinkse et al., 2010; Kolk,
2016), whereas according to these findings, there are clear distinctions between
sustainability initiatives within the MNC and its functions, and those aimed at

the business environment. Table 7 summarizes these distinctions.

Table 7. Triple Bottom Line Sustainability: the internal and the external environment

Economic | Social Sustainabil- Environmental
Sustainabil- ity Sustainability
ity
Internal | e Prerequi- Employee  well- Green initiatives:
site for being programs waste minimiza-
MNC exist- In the manufac- tion, electricity
ence and turing  environ- savings
initiatives ment: work safety In the manufac-
targeted at turing environ-
environ- ment: use of
mental and chemicals and
social sus- other raw materi-
tainability als
External |e Ifthe MNC In the manufac- In the manufac-

is  “finan- turing environ- turing environ-
cially sta- ment: working ment: the use of
ble”, phil- conditions at the raw materials at
anthropic supplier’s sites the supplier’s site
initiatives Philanthropic ini-
towards tiatives
the stake-
holders
may be un-
dertaken

e Linked to
financial
loss or risk
mitigation

The origins of international business in economics create a clear link to the
role of economic sustainability in this field. Thus and in particular, the finding

reported in Essay 4 indicating that economic sustainability is the underlying
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condition for MNC existence and survival highlights the perceived disconnec-
tion of this component from the overall understanding of sustainability. It re-
mains unaffected by institutional pressures and absorptive capacities, as dis-
cussed in the preceding section, and is also considered a facilitator of sustaina-
bility initiatives. Moreover, given that adhering to standards of social and envi-
ronmental sustainability tends to be perceived as an element of risk manage-
ment, engaging in such initiatives could be considered an investment made to

avoid potential “sustainability crises”.

Social sustainability is the most commonly applied element of operational sus-
tainability in MNCs. It is affected by (realized) absorptive capacities as well as
(mimetic and normative) institutional pressures, and as such appears to act as
a gatekeeper of internal and external sustainability. As further pointed out in
Essay 4, employee well-being initiatives within the MNC, and the working con-
ditions at its subcontractors’ sites are significant areas of interest among indi-

viduals engaged in sustainability work.

Environmental sustainability, including aspects such as waste minimization,
energy savings, and the use of chemicals and other raw materials, plays an am-
bivalent role. Although it does not appear primarily to be affected by the MNC’s
internal capabilities (absorptive capacities), particular rules and regulations
(normative pressures) guide its attitude towards its environmental strategy.
Whereas Essay 2 also highlights the impact of both mimetic and normative pres-
sures, Essay 4 pinpoints the importance of coercive pressures. It rather appears
as if the imitation of best practices and the social pressures may be linked to
adherence to the same set of rules and regulations in a similar institutional set-

ting.

As the findings on environmental sustainability in the light of the prevailing
literature (e.g. Chen et al., 2009; London and Hart, 2004; Kolk, 2005) imply,
industry and location play a significant role in MNC operational sustainability.
It is shown in Essay 1 how the existing literature focuses on both aspects, and
this is clearly confirmed in Essay 4. Thus, the composition of operational sus-
tainability is a function of factors close to the core business. In a product-fo-
cused manufacturing environment such as the one faced by MNC B, in which
raw materials and their processing play a significant role, sustainability is
clearly linked to environmental aspects such as adherence to certain chemical

guidelines and the use of higher-quality cotton in the production of garments.
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Social sustainability, in turn, plays a more significant role in service settings
such as that in which MNC A operates, where working conditions at the subcon-
tractors’ sites and internal well-being programs foster product development,

which is at the core of this business.

Hence, the triple bottom line of sustainability as such does not play a univer-
sally applicable role in MNC sustainability, but each of the factors carries its own
weight in the purchasing function, depending on the location and the industry.
This finding, reported in Essays 2 and 3, follows the lines of the discussion in
Essay 1 implying that the focus in the literature on international business with
regard to the MNC as a whole is on social sustainability, whereas in the literature
concerning purchasing and supply chains, and specifically the purchasing func-
tion, it is on environmental sustainability. The first three essays call for more
nuanced studies of MNC sustainability, not only on the operational, but also on

the individual level.

6.2 Drivers influencing MNCs operational sustainability

This thesis is about the drivers of operational sustainability in MNCs, investi-
gated with reference to the purchasing function and through the examination of
external (institutional) and internal (absorptive capacities) drivers at different

organizational levels.

It could be concluded from the results that the main drivers behind the adop-
tion of sustainability are external. As reported in Essay 2, mimetic and norma-
tive pressures affect both environmental and social sustainability. Essay 4 con-
firms and extends this finding to include the impact of coercive pressures: not
only do rules and regulations play an essential role in mitigating risks, customer
demands also constitute a clear external force driving operational sustainability

in the purchasing function of MNCs.

Essay 3 reveals that the ability to exploit knowledge affects social sustainabil-
ity in MNCs, but the function itself and the inherent capabilities have no further
impact in terms of establishing operational sustainability. This finding is taken
further in Essay 4, according to which the individuals within the function and

the organization as a whole have an even more significant role as drivers of op-
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erational sustainability. This contradicts prevailing studies on MNC sustaina-
bility that predominantly consider it on the organizational level (e.g. Kolk,

2010).

A critical consequence of the involvement of individuals, however, is the po-
tential confusion about what sustainability means to the organization in ques-
tion. Although there seems to be a shared understanding between the sustaina-
bility management team and its collaboration partners located in the respective
functions, such as purchasing, it is shown in Essay 4 that the message gets dis-
torted across national borders. Thus, even if headquarters have carefully de-
signed sustainability policies in place, the subsidiaries may not be aware of them

and thus not engage in sustainability practices.

The different environments of headquarters and the respective global subsid-
iaries also influence the way sustainability strategies are designed and initiatives
are planned. MNCs appear to follow a clear risk-management approach in con-
sidering all regulatory environments and designing sustainability guidelines
that follow the strictest local requirements of the markets in which they operate.
Consequently, it is the external regulatory framework and potential customer
demands that drive sustainability practices and guidelines, which are designed
by a dedicated sustainability-management team, approved of by management
boards, and ultimately executed by the individuals in the functions. The closer
a subsidiary is to its parent, both relationally and socially, the higher is the like-
lihood of successfully implementing sustainability practices within the organi-

zation (Kostova, 1999).

In sum, the rules and regulations of the operating environment are external
drivers of operational sustainability in MNCs, serving a risk-management pur-
pose, as are the changing demands of customers who expect more than mere
compliance, and increasingly pay attention to initiatives beyond the necessary
(Chen et al., 2009). Internally, however, functional capabilities are less influen-
tial as driving forces, and the emphasis is rather on individual perceptions of
what sustainability is and how it should be executed beyond the following of

organizational guidelines.

Operational sustainability is consequently not static (Chakrabarty and Wang,

2012), but rather requires dynamic adaptation to changing demands. In other
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words, sustainability is driven by constant changes in the institutional environ-
ment and in employees’ perceptions. Consequently, regulatory compliance for
risk mitigation, competitive practices, and the satisfaction of customer demands
are key elements of operational sustainability. Whereas top management de-
cides on the general viability of sustainability practices within MNCs, a dedi-
cated sustainability-management team designs and re-evaluates, strategies and
initiatives in line with prevailing employee capabilities. Practices of economic
sustainability are the only ones that are strongly influenced by the functional
employees: other practices are the responsibility of functional agents and cor-

porate managers.

In terms of execution, headquarters establish global guidelines, which may at
times be adjusted locally. However, sustainability-specific requirements cover-
ing practices are more prominent in a manufacturing setting. Figure 11 summa-

rizes the drivers of operational sustainability in MNCs.
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Top management
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& laws

¢ practices A
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Purchasing
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Figure 11. The drivers of operational sustainability in MNCs
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As Figure 11 shows, the drivers of operational sustainability are many and var-
ious. Externally, governing rules and regulations, competitive practices, and
customers’ demands drive the development of sustainability policies at MNC
headquarters. Internally, the realization of these policies as sustainability prac-
tices depends on the capability to transform and implement knowledge as well

as on the resulting perceptions of their impact.
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7. Contributions and Implications of the
Study

7.1 Theoretical Contributions

This thesis takes a novel perspective on MNC sustainability in moving the level
of analysis from the overall corporation to the purchasing function. Thus, it
makes a variety of contributions. First and foremost, it reveals the importance
of the individual in establishing sustainability. Whereas prevailing discussions
on sustainability in MNCs predominantly take place on the corporate level, this
operational-level investigation highlights the critical role of the individual in
driving sustainability. The current system involving the use of agents within the
functions to develop the sustainability policy does not facilitate the buy-in of all
individuals involved in its execution. Given the apparent lack of a common un-
derstanding of what sustainability is, this buy-in may be the key success factor

driving operational sustainability.

The second contribution is linked to the first in that it also relates to the com-
mon understanding of what sustainability is in an MNC. Although such an un-
derstanding may be established at the MNC’s headquarters, the successful
transfer of sustainability-related practices requires the relational and social con-
texts (Kostova, 1999) to be clearly accounted for. This may well be easier in cer-
tain industry settings such as manufacturing. Thus, this study clearly highlights
differences in sustainability adoption based on the industrial setting. Even more
importantly, it highlights that distance both in terms of geography and role im-
pacts employees’ decision making and subsequent buy-in through their

bounded rationality (Simon, 1991).

The third contribution, which follows from the first two, lies in the finding that

functional capabilities such as absorptive capacities (Cohen and Levinthal,
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1990) play a minor role in driving sustainability in MNCs, whereas external in-
stitutional pressures (DiMaggio and Powell, 1983) are still a major driving force.
In fact, capabilities are more important on the individual level in terms of en-
hancing the opportunity to arrive at a common understanding of sustainability
and facilitate adaptation to changing institutional environments, whereas their

role on the functional level is less prominent.

The final contribution relates to the theoretical and methodological triangula-
tion of operational sustainability in MNCs, which is a topic that has not yet been
thoroughly explored. In an attempt to create a broad theoretical base, this study
therefore connects the literature on international business and general manage-
ment, the literature on sustainability and business ethics, purchasing and sup-
ply-chain management, and the literature on learning, and sociological pres-
sures and practices. On the methodological level it embraces both quantitative
and qualitative research. This is a combination that facilitates a more rigorous
understanding of the phenomenon in question (Birkinshaw, 2004) in first
drawing upon existing theories to potentially explain operational sustainability

in MNCs and thereafter exploring the setting in the two case companies.

7.2 Managerial Implications

The managerial implications of this study extend to two levels: the MNC as a

whole and the individuals within it.

The MNC as a whole could benefit from fully implementing sustainability
practices and thus potentially going beyond mere communication in policy de-
velopment to avoid risks and thus to comply with rules and regulations, as well
as to gain a competitive edge and fulfill customer demands. Although these ben-
efits are critical to MNCs, they require a dynamic setup to create new practices.
In fact, continuous monitoring of the changing institutional environment with
regard to sustainability requirements should take place on all levels of the MNC

and not be limited to sustainability management.

The individual in the MNC should play a more prominent role in establishing
and driving sustainability to foster a shared understanding of the day-to-day
practices. Although the value of sustainability initiatives and practices may be

clear to the “sustainability agents” within each function, and to management in
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general, other employees, who comprise most of the organization executing
such practices, may be unaware of it. Thus, particular attention should be paid
to capability development in the individual so as to foster a common under-

standing of sustainability.

7.3 Limitations and Avenues for Future Research

I conclude Part I of this thesis with some recommendations for research in
areas not addressed in this study. In responding to the main research question:
“What influences sustainability in the MNC purchasing function?” I developed
the model of sustainability drivers described in Chapter 6. The findings also
point to other interesting areas of research that are beyond the scope of this

thesis.

I have defined a clear model for the case of MNC purchasing, but turning the
focus to other functional settings could offer interesting additional insights. An
operations and production perspective, for instance, could facilitate investiga-
tion into a system in which interactions predominantly take place between or-
ganizational stakeholders. The lack of direct interaction with the external insti-
tutional environment could turn the focus toward the internal drivers of sus-

tainability and the particular capabilities required.

I chose in this thesis to draw upon two theoretical streams, institutional pres-
sures and absorptive capacities, to give both an external and an internal per-
spective on sustainability drivers. Given the dynamic nature of MNC sustaina-
bility, the application of theories such as complexity theory (Vachon and Klas-
sen, 2006), or social-network theory that has already been applied to purchas-
ing-related sustainability in general (Sarkis et al., 2011; Tate et al., 2013), could
offer additional insights given that my findings clearly indicate that external

outweigh internal drivers.

The insights gained from this study provide a European perspective on oper-
ational sustainability in MNCs. Both the quantitative as well as the qualitative
datasets concern with MNCs in Northern and Western Europe. Given that the
companies under consideration operate globally, it can be presumed that the
findings are applicable beyond the European context. Nonetheless could future
research take a comparative perspective to account for the potential bias arising

from this focus on the European context.
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Findings of this study indicate that individuals’ bounded rationality plays a
critical role in the adoption of sustainability practices and policies and their ul-
timate performance. It may be valuable to understand whether continuous
monitoring of changing institutional environments would result in dynamic
compliance. Further, the current study builds on a framework, which addresses
operational sustainability to complement prevailing discussions on the strategic
level. While the essays of this study assume this premise, they may display rep-

etition in this regard as they ultimately are individual research papers.

On a more general level and given the imbalance between the three compo-
nents of sustainability identified in this study, there is a need for more research
taking a holistic, triple-bottom-line perspective that would not limit the sustain-
ability focus. Although economic sustainability appears to be a precursor to the
consideration of both social and environmental sustainability, future studies
should investigate the two latter components in combination to enhance under-

standing not only of their joint impact, but also of their impact on each other.

Finally, future research should move beyond the snapshot stage in which spe-
cific settings are addressed. Sustainability considerations have clear implica-
tions for foreign-direct-investment decisions, for instance, which could be cap-
tured in further longitudinal studies. Only when the complexity of MNC sustain-
ability and its dynamic nature are understood will research efforts in the field of
international business move towards theory building in specific areas such as

headquarters-subsidiary relationships.
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Sustainability, including environmental,
social, and economic aspects, have become
increasingly important to globally operating
multinational corporations (MNCs).
Environmental and social sustainability are
no longer mere philanthropic or voluntary
initiatives, but are instead becoming essential
to international operations, given that the
depletion of natural resources along with
both human and employee rights are seen as
critical global issues for the future. However,
despite its importance for the functioning of
MNCs, only little attention has been paid to
the facilitators of sustainability on an
operational level. This essay-based thesis
addresses this gap by focusing on the
purchasing function. The purpose of this
study is to examine the factors influencing
sustainability in MNCs purchasing function
and it addresses the specific research
question: "What influences sustainability in
the MNC purchasing function?".
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