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Abstract: This study analyzes whether customer perceptions towards sustainability are affected by a
company’s country of origin and sourcing strategies. This study builds upon the literature regarding
customer interest in sustainable products. It adds the country of origin to the link between customer
and company, and analyzes if and how customer perceptions change when they are introduced to a
sustainability scandal, hence analyzing possible ‘association by guilt’. It compares their reactions to
offshore scandals and to local scandals, therefore taking psychic distance as an important variable
into consideration. Customer perceptions of company sustainability was found to have an impact on
purchasing behavior. Findings show that perceptions are influenced by psychic distance. Furthermore,
companies should take into account the risk of association by guilt when developing their global
sourcing strategies.
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1. Introduction

In a world of scarce resources companies have come to realize that it is not simply a trend but
a responsibility to act more sustainably [1]. Irresponsible, unethical, or opportunistic behavior has
become detrimental for a company’s reputation. At the same time, in order to stay competitive,
companies are expanding their businesses globally and outsource non-core activities [2]. They build
supply chains that consist of a network connecting different partners, countries, and consumers.
This growing complexity leads to considerable challenges for sustainable sourcing strategies.
One strategy to pursue sustainability is to re-shore [3]. Reshoring brings offshored business back
home and may cater to sustainability goals. Growing news coverage of supply chain scandals
leads to increasing customer interest in sustainability. These scandals mainly occur at the place of
production—mostly developing countries—but they cause public outcry in the developed world, where
the majority of products is sold [4]. Often, the production process has been outsourced to factories
belonging to the supplier. This vertical disintegration means that the focal company, which sells the
product under their brand name to (Western) consumers, is legally not responsible for the conditions
at the point of production. Nevertheless, scandals may automatically be associated with the focal
company. Molet et al. [5] call this phenomenon ‘association by guilt’; when two parties are linked to
each other, the negative reputation of one can impair the reputation of the other.
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This form of supply chain contagion might trigger customer awareness of sustainability and
demand for more transparency. Supply Chain Transparency includes vertical as well as horizontal
transparency so that all of the stakeholders and supply chain players have better access to corporate
supply chain information [6]. In order to create transparency, a firm needs to increase control over
outsourced services. One approach is to establish a set of guidelines that suppliers need to follow,
concerning child labor, safe work places, or waste disposal. This approach is already adopted
by multinational companies, like IKEA and Danone [7]. Moreover, sharing positive information
about sustainability measures is becoming a standard for being competitive [8]. Thus, company
sustainability rankings have become a popular tool for benchmarking (e.g., Dow Jones Sustainability
Index, Global 100, Thomson Reuters Environmental, Social and Governance Indices). Investments
in sustainability could also be justified by customer demands for more sustainable behavior [4]. It is
however unclear whether they really care about sustainability along the entire supply chain or only at
the point of sale when purchasing from the focal company.

This study takes a closer look at customer perception of company sustainability and the link
to supplier sustainability by taking into consideration the role of countries. Thus, it adds country
influence to the existing literature about company-customer relations. The following research questions
(RQ) are focused upon:

RQ1: Do the countries of origin of both the focal company and supplier influence the customer
purchasing behavior?
RQ2: Is customer perception of the focal company sustainability linked to distance and perception of
country sustainability?

Based on the literature regarding sustainable supply chain management, customer perceptions,
and country sustainability, eight hypotheses have been developed. Data have been gathered through
an experimental research design with four separate types of questionnaires. This paper is organized
as follows: Section 2 provides the literature review, the hypotheses, and research model. Section 3
describes the methods, while Section 4 presents the results, including reliability and validity issues.
Section 5 discusses the results of this study in light of previous insights from the literature. Section 6
concludes this paper by providing theoretical contributions of this study, managerial recommendations,
as well as possible limitations of the study and potential pathways for further research.

2. Literature Review and Hypotheses

2.1. Sustainable Supply Chain Strategies

In the context of Supply Chain Management (SCM), the business case to integrate sustainability
and foster sustainable supply chains has been developed, since sustainability becomes a growing
demand within global business settings [9]. Different definitions and interpretations are available for
Sustainable Supply Chain Management (SSCM), ranging from a narrow focus towards environmental
issues (also referred to as Green Supply Chain Management, GSCM), to a holistic interpretation of
economic, environmental, social, and ethical aspects in the supply chain [10]. One of the working
definitions of SSCM, which is adopted in the context of this paper as well, is: “The integration of
sustainable development and supply chain management [in which] by merging these two concepts,
environmental and social aspects along the supply chain have to be taken into account, thereby
avoiding related problems, but also looking at more sustainable products and processes” [11] (p. 132).
Different conceptual frameworks regarding SSCM have been presented in the literature, focusing
on triggers, risks and performance issues, and sustainable products [12], or on triple bottom line
approaches [13]. In the latter, focus is set on finding a balance between economic, environmental,
and social performance, however Carter and Rogers [14] state that they “are not suggesting that
organizations blithely undertake social and environmental goals relating to the supply chain”, thereby
referring to the extra costs that these goals would bring to an organization [14] (p. 369).
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Such interpretations, in which SSCM is reduced to the supremacy of financial and economic
dimensions over environmental and social dimensions, are however criticized [15]: “the question of
how to create truly sustainable supply chains remains unanswered” [15] (p. 44). A ‘truly sustainable
supply chain’ might then be defined as follows: “To be truly sustainable a supply chain would at worst
do no net harm to natural or social systems while still producing a profit over an extended period of
time; a truly sustainable supply chain could, customers willing, continue to do business forever” [16]
(p. 38). Traditionally, the economic dimension received more attention in business (e.g., [17]), but as
customers have emerged as a driving force, more attention should be paid to environmental and social
issues. This approach is supported by research stating that customers are more interested in these
two aspects, and therefore, firms concentrating on them will see a positive impact on their overall
sustainability performance [4,18].

The growing awareness of negative effects due to unsustainable behavior results in the demand
on firms to take responsibility. Emotions may play a major role in sustainability scandals. In the last
few years, many sustainability scandals linked to companies have been exposed. Well known cases
include the Rana Plaza factory collapse, which was linked to Primark [19], child labor at a factory
for Nike products, as well as harmful ingredients in Mattel products [4]. While in the past, this was
mainly communicated via TV and newspapers, today’s social networks and media spread information
faster than ever and reach people all over the world [20]. This resulted in a demand for transparency
along the entire supply chain, and increased attention towards the effects of individual processes on
sustainability [21].

The focus on sustainability shifts from the individual firm level to the entire supply chain.
Different shoring and sourcing strategies have been developed throughout the years, each having a
positive or negative effect on supply chain sustainability. One strategy is to wholly own the supply
chain by the focal company, such that every link of the chain is located in proximity to the other.
When parts of the supply chain are moved to other countries but are still operated by the focal
company, this strategy is called offshoring [22]. Whenever a service is purchased from a supply
chain partner, it is no longer wholly owned by the focal company and we talk about outsourcing [23].
Outsourcing can take place in the same country or it may involve going abroad, which is then called
offshore outsourcing. Reasons for offshoring are lower wages, extended working hours due to the
presence in different time zones, or proximity to important resources [22]. Offshore outsourcing causes
negative environmental impacts, such as an increase in (global) carbon emissions [24] and agricultural
land grab in impoverished regions [25].

The increasing complexity of global networks and sourcing strategies are challenging companies
to act sustainably. Production processes are often spread across continents and the supply chain
partners are linked by the flow of information, material, and capital [12]. Different factors influence
the supply chain and lead to increased uncertainty, which needs to be understood and managed [26],
and global sourcing should be interpreted within the context of sustainability [27]. Each process step
has environmental and societal effects and often it is the focal company that will be held responsible
for these outcomes. This poses a challenge for the focal company to manage processes within their
supply chain, including relations with direct, second, and third tier suppliers. Therefore, the company
has to ensure that corporate sustainability is practiced internally and that these values are followed
equally by their supply chain partners [12].

Two more strategies gained popularity in recent years. Reshoring aims to bring the business back
home, especially manufacturing. These initiatives are responses to the decreasing income gap between
the West and its offshore locations and a growing supply chain complexity [28], as well as the result of
economic crisis and customer demand for flexibility and improved cost performance [29]. Similarly,
nearshoring moves the business not fully home but closer to home, i.e., to a nearby country [3]. In order
to ensure sustainability at the supplier, effective supplier management needs to be in place. Therefore,
the reason to offshore in order to save costs has lost in importance, while closer ties with the supplier,
made possible by geographical proximity, have become a priority. However, the process of moving
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offices and people as well as creating new ties is costly. Different initiatives have been presented to
encourage reshoring and local sourcing, such as a framework to ‘right-shore’, which considers the
initial decision making process to offshore and then re-evaluates that decision [30], sustainability factors
for reshoring [3], and carbon footprint tax [31]. Local businesses and firms with global businesses
also apply different sustainability strategies. For local firms, traditional supply management (SM) is a
sufficient prerequisite for sustainable behavior. For global companies, in addition to SM, SSCM has
to be introduced to show significant improvement in sustainability performance. Adopting global
sourcing strategies does increase supply chain complexity, but may at the same time push a company
to introduce SM and SSCM, improving environmental and social performance [4].

2.2. Customer Demand and Perception of Sustainability

In the literature, different drivers to integrate sustainability are identified, such as compliance
to laws and regulations. More and more however, customers demand sustainability and companies
find ways to meet this demand, e.g., by analyzing and lowering product carbon footprints [32].
Attention towards sustainability can lead to an increase in sales and a growing customer base.
This has resulted in companies reporting on their Corporate Social Responsibility (CSR) [33]. Also,
the attention to supply chain scandals leads to increasing customer demand towards sustainability
and transparency [4].

An important aspect of customer demand is the perception of the focal company and its supply
chain. Irresponsible behavior of one supply chain partner can have a negative impact on the reputation
of the remaining partners. Following Molet et al. [5], an individual will be evaluated negatively
when associated with someone else who has a bad reputation. This is called ‘association by guilt’
and can be compared to a supply chain contagion [5]. Referring back to the differentiation between
offshoring and outsourcing, this concept indicates that outsourcing a sustainably weak part does not
necessarily increase the reputation of the focal company’s sustainability. It will still be associated
with the focal company’s supply chain, and thus, whenever a problem is identified at a supplier,
this can also negatively impact the focal company. The opposite, association by honor or the ‘halo
effect’, is also possible. Products sold by companies that engage in social initiatives will automatically
be perceived as more valuable or sustainable even though the product itself might have no link
to any of the initiatives [34]. Often, this is the main reason for businesses to engage in CSR. It is
assumed that the closer a customer is to a company, whether considering spatial or social distance,
the stronger is the effect that corporate social performance may have on customer perception, as well as
customer willingness to continue buying from that firm and even pay a price premium for sustainable
products [35]. This leads to the following hypotheses:

Hypothesis 1 (H1). Customer perception of a company’s sustainability is expected to have a direct impact on
willingness to continue buying from the focal company.

Hypothesis 2 (H2). Customer perception of a company’s sustainability is expected to have a direct impact on
willingness to pay a price premium for sustainable products from the focal company.

On the other hand, it is suggested that consumers have adopted a globalized perception.
CSR initiatives to them are global initiatives, and therefore are not necessarily linked to an individual
country [18]. Further, people tend to project their own traits onto others, which is called ‘Spontaneous
Trait Transference’ [5]. This could mean that consumers who act sustainably might expect firms to
act the same. For this study, it is important to consider whether the transference of traits differs with
distance. Accordingly, it is valuable for companies to know what is important to their customers and
which initiatives can evoke the greatest emotions and identification with the cause. Regarding age
and gender characteristics, a report by Morgan Stanley [36] has also taken a look at the influence
of age or gender. It shows that Millennials, people born around 1980–1999, and especially female



Sustainability 2018, 10, 2519 5 of 18

customers are interested in sustainability [36]. The dispositions regarding customer interest lead to the
following hypotheses:

Hypothesis 3 (H3). Customer interest in sustainability has a moderating effect on the link between customer
perception of a company’s sustainability and the willingness to continue buying from the focal company.

Hypothesis 4 (H4). Customer interest in sustainability has a moderating effect on the link between customer
perception of a company’s sustainability and the willingness to pay a price premium for sustainable products
from the focal company.

Furthermore, business oriented CSR increases trust in the company while philanthropic CSR
supports the consumer’s identification with the company [37]. Accordingly, satisfaction, trust,
and identification are important values that contribute to strong customer support [18]. If the
relationship between company and customer scores is low on these three values, then there is a
greater chance of the customer boycotting the brand in case of a scandal [38] or switching to a different
brand [39]. The (spatial, social) distance to the focal company has an effect on customer perception,
willingness to continue buying, and even pay a price premium [35]. Distance to the company surpasses
the spatial element and comprises other factors, such as linguistic, cultural, economic, and political
differences. Therefore, this study interprets distance as psychic distance, as defined by Johanson and
Vahlne [40], and further elaborated upon in international outsourcing context [41]. For this study, it
is assumed that customers identify more easily with companies of low psychic distance, and, thus,
are more loyal to those than to foreign companies of high psychic distance:

Hypothesis 5 (H5). Psychic distance is expected to have a direct impact on customer perception of a
company’s sustainability.

Hypothesis 6 (H6). Low psychic distance of the supplier’s country of origin is expected to have a direct positive
impact on customer perception of a company’s sustainability.

Hypothesis 7 (H7). Low psychic distance of the focal company’s country of origin is expected to have a direct
positive impact on customer perception of a company’s sustainability.

The strong focus on the link between customer and company has led to the question whether
customers are purely interested in the point of sale, and thus, only the sustainability of the focal
company. This would indicate that consumers take a great interest in corporate social performance
of businesses with low psychic distance, but are likely to ignore the rest of the supply chain. Further,
consumers might show less interest in sustainability when there is high psychic distance or intuitively
evaluate these companies as less sustainable. Therefore, the discussion about customer-company is
extended by ‘country’ and it suggests that customer perception of sustainability can be influenced on
all three levels.

Country sustainability indices, like the one for companies, vary in size as well as in indicators.
Some of them only measure the ecological footprint, or, like the Human Development Index [42],
mostly social and economic sustainability. One index measuring all three indicators of the triple bottom
line is the Sustainable Society Index (SSI). The SSI analyzes 151 countries and includes 21 indicators in
three categories: economic wellbeing (5), human wellbeing (7), and environmental wellbeing (9) [43].
It is unclear whether there is a direct relationship between environmental and social factors [42].
The Sustainable Society Foundation (SSF), however, has found at least some negative correlation in
their SSI, and therefore decided to publish separate rankings for each indicator instead of an overall
sustainability index [43]. For instance, while Mozambique as well as the Central African Republic
score very low on human wellbeing, they can both be found in the top 10 of the environmental index.
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Corporate sustainability efforts are related to a country’s national culture, more specifically
the degree of individualism and uncertainty avoidance [44]. Moreover, costumer perception of a
country’s industry and corporate landscape impact their perception of that country’s sustainability [45].
Therefore, this study takes a closer look at a country’s effects on consumer opinion about company
sustainability. The question is, whether the sustainability of individual sourcing countries and the
focal company’s country of origin influence customer perception of the brand’s sustainability. This is
reflected in the formulation of the following hypothesis:

Hypothesis 8 (H8). Customer perception of a country’s sustainability is expected to have an impact on customer
perception of the company’s sustainability, when associated with that country.

Table 1 presents an overview of all the hypotheses analyzed in this study, as well as the main
sources from which they are derived; Figure 1 provides the research model for this study.
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Figure 1. Research model (Legend: CO: Country attributes; CP: Customer Perception; CI: Customer
Interest; CPu: Customer Purchasing behavior).

Table 1. Hypotheses.

Hypothesis Derived from

H1: Customer perception of a company’s sustainability is expected to have a direct impact on willingness
to continue buying from the focal company [5,34,35]

H2: Customer perception of a company’s sustainability is expected to have a direct impact on willingness
to pay a price premium for sustainable products from the focal company [5,34,35]

H3: Customer interest in sustainability has a moderating effect on the link between customer perception
of a company’s sustainability and the willingness to continue buying from the focal company [5,18,35]

H4: Customer interest in sustainability has a moderating effect on the link between customer perception
of a company’s sustainability and the willingness to pay a price premium for sustainable products from
the focal company

[5,18,35]

H5: Psychic distance is expected to have a direct impact on customer perception of a
company’s sustainability [18,35,37–41]

H6: Low psychic distance of the supplier’s country of origin is expected to have a direct positive impact
on customer perception of a company’s sustainability [18,35,37–41]

H7: Low psychic distance of the focal company’s country of origin is expected to have a direct positive
impact on customer perception of a company’s sustainability [18,35,37–41]

H8: Customer perception of a country’s sustainability is expected to have an impact on customer
perception of the company’s sustainability, when associated with that country [44,45]
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3. Methods

3.1. Research Setting, Data Collection and Survey Instrument Design

The study aims to explore the effect of psychic distance to customer perception of sustainability
of the focal company. As the research design is exploratory in nature, different single-item scales were
used for the questionnaire. The reasons were twofold. First, the study did not focus on construct
development, and second, the questionnaire should be as short as possible so as not to discourage
respondents to fill out the survey. Only the “consumer interest in sustainability” scale was considered
to be a true scale. The reason it was opted to include this scale is that in this research, the customer
interest in sustainability is crucial and many different approaches are reported in the literature.
The approach that fitted best with the scope of this research was based on the Morgan Stanley
report [36]. Furthermore, the variable “perception of a country’s sustainability” was obtained via the
sum of the composing items.

This study follows an experimental research design, in which four different types of questionnaires
were created to test the hypotheses. The questionnaires contained an identical case and identical
questions, but the countries of origin of the companies differed across the survey types. The surveys
were aimed at respondents from Western Europe to keep a similar psychic distance between the
respondent and the focal company and supplier countries mentioned in the case. The surveys were
created and shared via the online platform ‘Free Online Surveys’, and shared via social media. Due to
a snowball effect, this also yielded many responses from non-European countries. Specific attention is
required with respect to the online sharing of questionnaires, as this might lead to bias in respondents.
However, the study sets up an exploratory approach in order to explore the importance of psychic
distance, not in testing differences in customer groups. Table 2 provides the demographics of the
respondents; it shows a disproportionate amount of German respondents. As this might impact the
results, additional tests were performed to see whether or not German/European/Non-European
respondents had different perceptions. Apart from the question regarding their willingness to pay a
price premium and the question if people would like to know how sustainably the product was made,
none of the questions differed between Germans and non-Germans. Therefore, there is little evidence
that the responses are biased.

The case presents a negative situation that is caused by the supplier of the focal company. It intends
to find out whether this negative situation will be projected onto the focal company by the respondents.
As the company is fictitious and presented negatively, the answer is expected to be influenced through
‘association by guilt’ [5,34]. The case introduced in the surveys focused on unsustainable poultry
production, because it is a pressing issue locally (Germany), as well as abroad (Indonesia). The focal
company in the survey cases is either Japanese or Spanish (because of the consumption patterns in
these countries), while the supplier is located in Germany or Indonesia. Thus, it resulted in a total of
four combinations (Table 4) ranging from very low psychic distance (country combination 2) to very
high psychic distance (country combination 3). A description of the case is provided in Box 1.

The questionnaire was prepared in three stages. First, a thorough literature research provided the
basis for creating questions and led the authors to provide respondents with a case in order to test their
reactions to unsustainable production. In order to rule out that a case would lead to biased responses
to later, more general questions about sustainability, the second stage of preparation consisted of a pilot
phase. Here, the questionnaire was distributed to two groups of students at a German university: one
group received the full questionnaire; the other group received a questionnaire without a case. As the
answers did not show a significant difference between the groups, it was decided to include a case in
the final survey. In the third stage, the questionnaire was proof-read by experts from academia and
business in order to avoid biases and incomprehensibility. A detailed description of the questionnaire
is provided in Appendix A.
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Table 2. Descriptives.

Category
Country Combination

(1) (2) (3) (4)

#Respondents 34 32 31 32
Male 38.2% 40.6% 35.5% 50%

Female 61.8% 59.4% 64.5% 50%
Average Age 24 24 24 36

German 64.7% 78.1% 90.3% 84.4%
Dutch 23.5% 18.8% 3.2% 3.1%
French 2.9% 3.1% 3.2% 0%
British 5.9% 0% 3.2% 9.4%
Irish 2.9% 0% 0% 0%

Scottish 0% 0% 0% 3.1%

Legend: (1): Japan_Germany; (2): Spain_Germany; (3): Japan_Indonesia; and, (4): Spain_Indonesia.

Box 1. Description of the case of poultry production.

[company name] *, [country] **

[company name] uses poultry from mega chicken factory farms in [country] and sells its products to various
supermarkets. There are several abuses that have been reported lately: animal cruelty, unsustainable feeding
sources, contamination of groundwater.

Unlike more ethically-produced poultry, the chicken are kept in very dense farms with no space to move.
Sick animals are rarely treated. Moreover, in order to keep barns disease-free, antibiotics are often used
preventively. This leads to the development of antibiotic-resistant bacteria, which will eventually pose a serious
problem to humans when diseases are no longer treatable.

Another point is that the feed is produced in a way that drives deforestation and harms the environment.
However, not only the feed production but also the feed digestion poses a great threat: the poultry dung is left
to seep into the groundwater which impacts the nearby neighborhoods. Once the groundwater is contaminated,
animals as well as humans can be affected through diseases; even for flower watering and irrigation purposes
the water will become unusable.

* Company name was fictional

** Country was either Japan or Spain for the focal company; Germany or Indonesia for the supplier

3.2. Measurements

Table 3 provides an overview of survey constructs. Country attributes consists of psychic
distance between respondent and country as well as respondent perception of country sustainability.
Research suggests that people may show stronger support for local than foreign companies, but this
hypothesis is not supported [18]. One reason could be that perception of CSR is not directly dependent
on the country of origin. Rather, it might be influenced by the perceived honesty of intentions and
the trust of customers in a company. Trust however may vary due to the countries in which CSR is
implemented. One possible reason is that trait transference of good faith and trustworthiness might be
harder to apply the more foreign and unknown that a company or country is. Customer purchasing
behavior (CPu) is measured as a (possible) reaction to the case. It is analyzed whether the customer
perception (CP) of the company, which is hypothesized to be influenced by psychic distance and the
personal assessment of country sustainability, has an impact on the customer’s buying behavior [5,34].
It considers whether customers would simply continue to buy from this brand (CPu1) or would even
pay a price premium if the brand would sell sustainable produce (CPu2) [18,35]. In addition, a closer
look is taken at the mediating role that Customer Interest in sustainability (CI) might play. Here, three
items refer to the case and three to general preferences towards local vs foreign products.
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Table 3. Survey Constructs.

Construct Reference

Psychic Distance [18,35]
Customer Perception (CP) [5,34]

Customer Purchasing behavior (CPu) [5,18,34,35]
Customer Interest (CI) [36]

Case Indonesia: [46]; Germany: [47]

4. Results

The analysis of the hypotheses is done with IBM’s SPSS software. Normality is assumed as each
country combination in the survey received >30 responses. First, the model is tested for reliability
by calculating each construct’s Cronbach alpha. In some cases inconsistency was found, therefore
it was decided to reduce the number of items or split the construct. Next, a principal component
analysis (PCA) has been performed to test construct validity [48], the results showed whether the
combination of items is correct or whether additional factors can be identified. Overall, the results
are satisfactory. For the hypothesis testing, items are first tested for correlation. This aims at testing
possible relationship between the customer purchasing behavior (CPu) items and whether the earlier
decision to split and test them separately was correct. For H1 and H2, a regression tested whether
customer perception is a predictor for customer purchasing behavior. A simple linear regression is
used as there was only one predictor variable (customer perception) [49]. Next, a partial correlation
test calculates the moderating effect of customer interest on the link between customer perception
and customer purchasing behavior (H3; H4). For partial correlation, variables need to be continuous;
therefore, this study would violate this assumption. However, Bortz, Lienert, and Boehnke [50] suggest
that satisfactory results can still be achieved. For H5–H7, four independent groups are compared,
and a one-way between groups ANOVA helps to test for significant differences. Finally, the impact of
customer perception of country sustainability on his/her perception of the company’s sustainability
(H8) is tested with a linear regression. The following sections explain the procedure and the results in
more detail.

4.1. Reliability and Validity

Every construct is tested for reliability by checking its Cronbach alpha, a valid alpha being ≥0.7.
In some constructs this is not the case, and thus, the Inter-Item Correlation Matrix has to be checked for
low correlation values. Items with values <0.3 are taken out of the group. Another way to detect an unfit
item is to look at the ‘Alpha if Item Deleted’ table to see the impact of each item when removed from
the scale. Table 4 shows the final Cronbach alphas for the ‘Customer Interest in Sustainability’ (CI) scale.
The ‘Customer Perception of Company Sustainability’ (CP) scale was reduced to one item; “company
XY is a sustainable company”, and thus no reliability check is necessary. ‘Customer Purchasing
Behavior’ (CPu) scores a Cronbach alpha <0.7 for every country combination, and therefore, it is
reduced and split into two items testing the effect of company perception on customer purchasing
decisions separately (CPu1; CPu2). ‘Customer Perception of Country Sustainability’ only achieves
a Cronbach Alpha >0.7 in country combination (1). It is decided to test the effect of focal company
country and supplier country one by one, thereby enabling a comparison between the two items.

Table 4. Reliability Test of the Customer Interest Scale (CI).

Country Combination Cronbach Alpha

(1) Japan_Germany 0.816
(2) Spain_Germany 0.878
(3) Japan_Indonesia 0.799
(4) Spain_Indonesia 0.9
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A PCA is performed in order to test whether the current constructs show more underlying
linear combinations than assumed. There are two conditions to see whether such factorial analysis is
appropriate: the Kaiser-Meyer-Olkin value, which should exceed 0.6 [51], and the Bartlett’s Test of
Sphericity [52], which reports statistical significance. The customer interest scores significant results
for every country combination, and therefore, is analyzed for factors. Except for country combination
(3), which shows two possible components, the scree test and parallel analysis result in only one
component with a total initial Eigenvalue >1. This supports the strength of the scale and it is decided
to keep one component for country combination (3) too, to ensure comparability between the groups.
Therefore, the grouping proves to be appropriate. On this basis, the next section describes the results
of the hypothesis testing.

4.2. Results

The hypotheses are tested within groups. Only for the psychic distance item, a one-way ANOVA
is performed in a master file containing all of the responses to test the variance between groups. First,
correlation between the two items of the customer purchasing behavior scale is calculated again, to see
whether the decision to test them separately is appropriate (Table 5). No significant correlation is
present. Thus, the decision is supported.

Table 5. Customer purchasing behavior (*** significant at p < 0.01; ** significant at p < 0.05; * significant
at p < 0.1).

Group CPu Item R R2 B (Constant) B (Independent Variable)

(1) Japan_Germany CPu1 0.347 0.120 1.263 0.370 **
CPu2 0.065 0.004 3.754 −0.099

(2) Spain_Germany CPu1 0.792 0.628 0.684 0.693 ***
CPu2 0.156 0.024 3.649 −0.158

(3) Japan_Indonesia CPu1 0.326 0.106 1.250 0.375 *
CPu2 0.013 0.000 3.553 0.018

(4) Spain_Indonesia CPu1 0.606 0.367 0.630 0.699 ***
CPu2 0.331 0.110 4.417 −0.454 *

Legend: CPu: customer purchasing behavior; CPu1: continue purchasing; CPu2: willingness to pay a price premium.

Next, a linear regression helps to test H1 and H2. H1 is supported for country combinations (1),
(2), and (4). For country combination (3), the results only show marginal significance. The tests show
no support for H2 throughout country combinations (1)–(3), but do show marginal significance for (4).
Therefore, it can be concluded that the perception of a company’s sustainability is a prerequisite
to the decision on whether to continue buying from that firm (Customer perception-customer
purchasing behavior (CPu1)). However, there is no or very little evidence that it is a prerequisite to the
decision to pay a price premium for sustainable products (Customer perception-customer purchasing
behavior (CPu2)).

Partial correlation is used to explore the relationship between perceived company sustainability
and customer purchasing behavior, while controlling for scores on the customer interest scale (H3–H4).
There are weak, partial correlation coefficients for country combinations (1) and (3) and strong partial
correlation coefficients for country combinations (2) and (4), controlling for customer interest on
customer purchasing behavior (continue buying, CPu1). For the willingness to pay a price premium
(CPu2) only results for country combination (4) are calculated as the other groups showed no link
between customer perception and willingness to pay a price premium in the first place. Here, the partial
correlation coefficients are also weak. An inspection of the zero order correlation suggests that
controlling for customer interest has very little effect on the strength of the relationship of customer
perception-customer purchasing behavior. Thus, H3 and H4 do not find support.
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For H5–H7, a one-way between-groups analysis of variance is conducted to see if the responses
to ‘company XY is a sustainable company’ differ (Table 6). There is a significant difference at p < 0.01
between the four groups: F(3, 125) = 4.3, p = 0.006. The result supports H5. The post-hoc test shows
that the significant differences are between the country combinations (2) and (3) (0.014), as well as
(2) and (4) (0.011). Looking at the mean plots, it is interesting that country combination (2) has the
highest mean score (M: (2) = 2.13; (1) = 1.68; (3) = 1.48; (4) = 1.47), meaning that the group with the
lowest spatial distance, for the focal company as well as supplier, receives on average better results for
the perception of the company’s sustainability than combinations with higher distance, which supports
H6 and H7. Additionally, the partial eta squared effect size is calculated to show how strongly the
independent variable can explain the variance of the dependent variable. According to Cohen [53],
there is a small effect at 0.01, a medium effect at 0.06 and a large effect at 0.14. This analysis shows an
effect of 0.0936 or 9%, resulting in a medium to large effect.

Table 6. ANOVA Results.

‘Company XY Is a Sustainable Company’

Sum of Squares df Mean Square F Sig.

Between Groups 8945 3 2982 4301 0.006
Within Groups 86,652 125 693

Total 95,597 128

Finally, a linear regression helps to test H8. The country of the supplier and the focal company
are tested separately to detect possible differences. None of the R2 values explain more than 9% of the
variance in the models. Looking at the output summary in Table 7, no significant results are found,
and therefore, H8 cannot be supported.

Table 7. Results linear regression (significant at p < 0.05; FC = focal company).

Group Country of_ R R2 B (Constant) B (Independent Variable)

1
FC 0.053 0.003 1.587 0.036

Supplier 0.189 0.036 1.149 0.146

2
FC 0.3 0.09 0.903 0.444

Supplier 0.199 0.039 0.913 0.337

3
FC 0.183 0.034 1.016 0.148

Supplier 0.132 0.017 1.200 0.133

4
FC 0.186 0.035 1.939 (−)0.186

Supplier 0.004 0.000 1.462 0.003

5. Discussion

This study puts forward eight hypotheses, out of which three can be supported. Two can only be
supported for some groups and three do not show significant results (Table 8). H1 examines a possible
impact of the consumer’s assessment of a company’s sustainability on his/her willingness to continue
buying from that firm. A significant impact is found for all the groups, except country combination (3),
which is the combination of highest psychic distances for focal company and supplier, Japan_Indonesia.
Here, only marginal support can be found. H2 looks at a possible impact of the consumer’s assessment
of a company’s sustainability on his/her willingness to pay a price premium for sustainable products.
Only country combination (4), Spain_Indonesia, receives marginal support, while the null hypothesis
cannot be rejected for the other groups. These results support the theory that consumers show stronger
loyalty for companies of lower distance. It might be due to a lack of trust for foreign businesses and
products as well as the inability to identify with the issues [35,36]. However, one needs to differentiate
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between the two customer purchasing behavior items (CPu1–CPu2). On average, people are not
willing to continue buying from the company, but would consider paying a price premium if the
company started selling sustainable products. This shows there is a general interest in and activism for
sustainability, which is also supported by the motivation to share the information about unsustainable
production with friends and family. The answers also support the hypothesis that customers are more
tolerant towards local than foreign countries and companies. When asked whether they prefer local
over foreign products, respondents agree on average. The same is true for trusting local products more
than foreign ones and while considering local products to be more sustainable.

Table 8. Hypothesis Results.

Hypothesis (1) (2) (3) (4) Tested between Groups

H1 Yes Yes Yes (marginal) Yes
H2 No No No Yes (marginal)
H3 No No No No
H4 No No No No
H5 Yes
H6 Yes
H7 Yes
H8 No No No No

Legend: (1): Japan_Germany; (2): Spain_Germany; (3): Japan_Indonesia; (4): Spain_Indonesia.

Customer interest in sustainability seems to have no moderating effect on the relationship between
their company perception and the willingness to continue buying from that brand (H3). This seems
to be contradictory to the results of Sen and Bhattacharya [38] who claim that customer interest in
a topic strengthens their support for a CSR initiative, thus showing an impact by customer interest.
A closer look at the mean answers shows that respondents of country combination (3) were the most
indifferent to customer interest items (ranging from 3.71 to 3.97). This seems to indicate that customers
care less about countries of high psychic distance. However, responses to customer interest in country
combinations (1), (2), and (4) do not vary greatly, and therefore, this interpretation should be tested
again in a more detailed research about customer interest in sustainability.

To summarize the first four hypotheses, perceived company sustainability has a larger impact
on the decision to continue buying products from that firm than on the willingness to pay a price
premium for more sustainable products from the same company. This can be due to the fact that
people who rate company X as very (un-)sustainable probably will (not) continue buying from that
firm. The lack of a significant proof if customer perception has an impact on willingness to pay a
price premium is a result of the variance in responses. On the one hand, people that have rated the
firm as unsustainable and are not willing to pay a price premium might not want to support this
company at all, while others might give it a chance and pay a price premium given that the company
starts offering sustainable products. On the other hand, customers giving responses that score higher
on customer perception are probably satisfied with the current situation and they would not see the
necessity for more sustainability, thus, not willing to pay more. The inconsistency highlights once
again that people have very different understandings of sustainability. However, respondents show,
on average, the same interest in sustainability across all groups, therefore, customer interest does not
seem to have an impact on customer perception and customer purchasing behavior.

Lastly, it is tested whether responses to customer perception significantly differ between the
groups depending on the country combination to strengthen the suggested reasons for varying results
in H1–H2. On the one hand, this is implicitly tested due to the four separate groups. On the other hand,
respondents were directly asked to assess the countries, according to their sustainability. The first
part (H5–H7) receives significant results, and thus, it can be concluded that the countries of the focal
company and the supplier do influence the consumer perception of the focal company on a subliminal
level. Especially in the case of low distance to both parties in country combination (2), a significant
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positive impact can be noted. Again, this supports the assumption that consumers trust more or feel
more loyal to the focal company, the closer its supply chain is [35]. However, this is not necessarily
because consumers think that close countries are more sustainable than distant ones. H8 does not find
support in this analysis.

Although the findings did not support the perception of countries to have a significant impact
on the perception of the company, the statement ‘XY is a sustainable country’ (on a scale from 1
to 5, in which 1 = strongly disagree; 5 = strongly agree) provides some interesting results (Table 9).
Germany receives, on average, the highest sustainability ratings [country combination (1): M = 3.62;
country combination (2): M = 3.59], while Indonesia is perceived as the least sustainable country
out of the four [country combination (3): M = 2.13; country combination (4): M = 2.06]. The high
ratings of Germany might be the result of a ‘chauvinistic bias’, as the majority of the respondents
were German. The answers do differ depending on the country combination, e.g., Japan [M = 2.47 in
country combination (1) vs. M = 3.16 in country combination (3)]. The results show that respondents’
opinions might depend on the mix of two countries instead of assessing them individually. Once again,
association by guilt might play an important role. Therefore, further research regarding the contagion
between countries is suggested in this field as well.

Table 9. Mean responses to country sustainability perception.

Group Country M Min Max

(1)
Japan 2.47 1 4

Germany 3.62 1 5

(2)
Spain 2.75 1 4

Germany 3.59 2 5

(3)
Japan 3.16 2 5

Indonesia 2.13 1 4

(4)
Spain 2.53 1 4

Indonesia 2.06 1 4

6. Conclusions

This section provides the main conclusions of the study. The theoretical contribution and
managerial implications are provided in respectively Sections 6.1 and 6.2. Limitations of the study and
recommendations for further research are presented in Section 6.3.

6.1. Theoretical Contribution

Sustainability has been widely discussed in the literature. Consumers increasingly care about
sustainability and demand more transparency about the way that products have been sourced.
Research has mainly looked at customers’ reactions to the focal company. However, taking a look at
the entire supply chain is becoming more popular. This study aims at adding the impact of country
sustainability to the common company/customer effect models. Results point out that it actually does
matter to the customer where the focal company and supplier are located. It highlights that in a supply
chain contagion not only can the supply chain partners affect each other, but also the countries of
origin can transfer their characteristics on the firms.

Customers show increasing interest in sustainability and seem to be questioning the company’s
activities at home and abroad. Companies need to reconsider their supplier ties and their sustainability
measures to avoid suffering from association by guilt. The perceived sustainability of the country
of origin of the focal company and its suppliers seem to influence customer perceptions of the focal
company itself. While customers tend to perceive countries of low psychic distance as more sustainable,
they also expect them to act more sustainably, and to show greater interest in local initiatives.
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This study questions the benefit of reshoring by analyzing the customers’ reactions towards
unsustainable corporate behavior and examining the influence of psychic distance between them and
the company. The results show that in response to unsustainable behavior, customers are not willing to
continue buying from that company. They are, however, generally willing to pay more for sustainable
products, even if the company used to be associated with unsustainability.

6.2. Managerial Implications

Managerial implications can be made for the supply chain as well as the marketing side. When a
supply chain scandal occurs, customers would not continue buying from the same company and would
feel compelled to raise awareness. Furthermore, they trust and prefer local over foreign products,
while considering them to be more sustainable. In consideration of the recent debate about reshoring,
in which stockholder concerns often pursue the least costly options, these findings play an important
role. Apart from the closing cost gap between Western and Eastern countries, an important incentive to
re-locate is the growing demand for local products. This study suggests that being local and sustainable
is closely connected in consumer perceptions and they are willing to acknowledge these efforts by
paying a higher price.

For marketing purposes, the interest in sustainability seems to be the lowest when psychic distance
is high, so it might be worthwhile to highlight local sustainability measures. Customers’ decision
to purchase products depends not only on the perceived sustainability, but also on the associated
countries in the supply chain. A full reshoring of the supply chain and end-to-end sustainability might
not be necessary. It is important to keep the core business local to promote trust and identification.
Sustainability measures may also have the greatest effect on customer support if they aim at local
problems. However, as Lii et al. [35] already warned, customers need to trust the firm and identify
with the cause in order to support it, and to pay a price premium. This also leads to specific
recommendations for policy makers, as they should carefully identify policies to encourage re- or
near-shoring, and support local competitiveness.

6.3. Limitations and Recommendations for Further Research

This study also has some limitations, leading to specific recommendations for further research.
Each group consisted of >30 participants, which is a sufficient number for the experimental set-up of
this study, but in further research, larger samples would be recommended. Further, the majority of
respondents in this study are Millennials. This is supported by Morgan Stanley [36], as they claim
that this age group has the greatest interest in sustainability. It is therefore recommended to set up
an experimental study specifically targeting other age groups as well. Another limitation is the case.
While the pilot test, with and without case, did not show any significant differences between groups,
the answers might differ depending on the content of the case. The topic of poultry production was
chosen due to the presence in countries that are close to and distant from the respondents. As public
commitment in these areas is quite new, this case might also have led to more emotional answers to
the survey. Therefore, it would be interesting to compare reactions to different cases, including a larger
variety of products (e.g., Clothing: [54]; Electronics: [55]).

Other future research recommendations are oriented towards the introduction of aspects
of customer loyalty to the research model, such as customer satisfaction, customer value, trust,
commitment, and word of mouth [56]. While this study takes into account the intention to continue
buying from the focal company or the willingness to pay a price premium for sustainable products
from the focal company, other issues of customer loyalty might be worthwhile to explore in the context
of supply chain contagion and association by guilt.
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Appendix A. Questionnaire for Country Combination (1) Japan_Germany

Personal information
Age

Gender

Nationality

Description of the case See Box 1.

Statements concerning
the case

I care about the people affected by poultry production in
Germany. (Case_1)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I care about the environment affected by poultry
production in Germany. (Case_2)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I care about the animals affected by poultry production
in Germany. (Case_3)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

[Focal Company Name] is a sustainable company.
(Case_4)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I would continue buying products from [Focal Company
Name]. (Case_5)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I am willing to pay a price premium for [Focal Company
Name] products containing sustainable poultry. (Case_6)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I feel compelled to spread the word about unsustainable
poultry production in Germany for [Focal Company
Name] products and inform my friends and family
about it. (Case_7)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

Statements concerning
sustainability interest

I prefer local products over foreign products. (Sust_1)
(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I am willing to pay a price premium for local products.
(Sust_2)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I trust local products more than foreign products.
(Sust_3)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

Local products are more sustainable than foreign
products. (Sust_4)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I want to know the impact that a product has on
sustainability. (Sust_5)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I want to know the impact that a product has on my
country’s sustainability. (Sust_6)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

I want to know how sustainably my product has been
produced. (Sust_7)

(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

Statements concerning
country perception

[Country name] is a sustainable country. (Country_1)
(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)

[Country name] is a sustainable country. (Country_2)
(1 Strongly Disagree, 2 Disagree,
3 Neutral, 4 Agree, 5 Strongly Agree)
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