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Abstract

:

This paper contributes to a less-studied area on how a firm’s position in the supply chain influences triple-bottom-line considerations in strategic decision making. We also contribute to previous research on a nuanced understanding of unabsorbed organisational slack as an antecedent to the triple-bottom-line dimensions of sustainability. The research data comprises survey data and financial reporting data from 508 manufacturing and trading firms operating in Finland, divided among four supply chain tiers. The economic dimension dominates the decision making on all tiers, followed by social and environmental considerations, resembling the shape of Mickey Mouse. Unabsorbed organisational slack is negatively related to the importance of economic considerations and positively related to environmental considerations. The results help firms in evaluating their position in terms of sustainability and in their redesigning efforts accordingly. The findings will also be useful in terms of promoting sustainability practices among supply chain members and policymakers in their practical efforts towards sustainable development.
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1. Introduction


Organisations that attempt to incorporate sustainability into their supply-chain practices face a number of contradictory objectives, such as short-term profit maximisation and long-term environmental and social sustainability [1]. The majority of companies seem to behave in an instrumental way, favouring the economic dimension over the environmental and social [2]. Hence, they tend to assign sustainability a secondary role in terms of optimising profits and managing risks [3]. Despite the trade-offs faced by companies, relatively few articles have investigated how important firms perceive the three dimensions of sustainability vis-à-vis each other [4].



The aim of this study is to examine two factors that may explain the relative importance of the economic, environmental, and social sustainability dimensions in strategic decision making: first, the supply chain position of the focal firm [5] and second, organizational slack [6]. More specifically, a firm’s level of sustainability is influenced by its visibility to its stakeholders, and therefore stakeholder pressures vary from one supply-chain tier to another [5,7]. Firms that operate in close proximity to the end consumer are most visible because of brand recognition and the general presence of their products [5,8]. Those that are under closer public scrutiny are, therefore, more likely to face sustainability pressures than their less familiar counterparts, which motivates them to behave in a more sustainable way [9]. For example, high-profile companies such as Apple, H&M and Lidl have been criticised for abusive behaviour in their supply chains, such as causing environmental damage or showing ignorance of human rights and labour standards [10,11,12]. On the contrary, upstream suppliers have fewer incentives to develop proactive sustainability approaches and thus prioritise economic considerations [5]. As downstream firms are oftentimes held accountable for sustainability infringements, they are likely to engage in more proactive sustainability strategies to counter potential risks, such as supplier collaboration [8].



The second factor examined in this study is organisational slack [6]. The organizational slack perspective suggests that firms that are financially superior to their peers have a surplus of resources that can be allocated to conducting environmental practices [6,13,14]. Our study regards organisational slack as unabsorbed financial resources [15] that can be deployed in sustainability initiatives. They can absorb the costs of voluntary environmental and social policies, serve as a buffer against the uncertainty of investments, or provide opportunities to undertake innovations, for example [14,16]. Firms with little or no slack, in turn, are less likely to implement sustainable practices due to resource constraints [17].



The following two research questions are addressed in this study:




RQ1: How does a firm’s position in the supply chain affect the importance of each three dimensions of sustainability?






RQ2: How does organisational slack affect the importance of each sustainability dimension?





Our contribution to the literature on the antecedents of sustainability is two-fold. First, we enhance the understanding of how a firm’s position in the supply chain influences economic, environmental and social considerations in medium- and long-term decision making. This study thereby contributes to the timely topic of multi-tier supply chain management e.g., [18,19] and fills the gap in knowledge about the role of supply chain position on social dimension and economic dimension [20]. The “firm’s position” refers to the different tiers in the supply chain. Despite extensive research on sustainability, the relative importance of environmental and social dimensions remains largely unknown [4,21]. Second, we provide a nuanced understanding of unabsorbed organisational slack as an antecedent to the three dimensions of sustainability. Previous research has mainly focused on slack as an antecedent to corporate environmental performance [22], and therefore the organisational slack view can also be applied to other dimensions of sustainability. Furthermore, the majority of previous research has focused on large, publicly listed companies whereas this paper studies firms of diverse sizes. Given that smaller firms are likely to have scarce resources, it can be expected that these firms can particularly benefit from financial slack [23]. Overall, the results shed light on whether the instrumental behaviour prevails in strategic decision making, and on the underlying financial drivers among retailers, wholesalers and manufacturers, as well as suppliers of materials and components.



Furthermore, many previous empirical studies have relied on simultaneous measurement of environmental and financial performance, which does not allow establishing causal linkages, but mere associations [22]. Recently, there has been an increasing number of meta-analyses and studies addressing endogeneity on the environmental performance-financial performance linkage, but they point out that there is room for research on a more fine-grained level that takes into account various contingencies, e.g., [24,25,26,27]. This paper contributes to the sustainable supply chain management literature through the analysis of survey data from different tiers of the chain combined with financial reporting data from three years. The dataset comprises 508 manufacturing and trading firms operating in Finland. The results help firms in evaluating their position in terms of sustainability, and in their redesigning efforts accordingly. The findings will also be useful in terms of promoting sustainability practices among supply-chain members and policymakers in their practical efforts towards sustainable development.




2. Theoretical Underpinnings


2.1. Sustainability and Supply Chain Position


Stakeholders are defined by Freeman [28] (p. 25), as “any group or individual who can affect or is affected by the achievement of the firm’s objectives”. The stakeholder theory identifies a number of primary (e.g., customers, suppliers, employees, top managers and shareholders) and secondary stakeholders’ (e.g., governments, competitors, investors, NGOs and the media) intent on promoting environmental and social sustainability [29]. However, interest in the environmental, social and economic dimensions varies among stakeholder groups [29], which in turn vary in their importance to and influence over focal firms [30]. The salience of stakeholders’ claims depends on three factors: stakeholder’s power, the legitimacy of its claim and the urgency of these claims [31,32]. Thus, stakeholder influence may vary depending on the industry, the type of supply chain, the size and location of the organisation and the level of internationalisation, for example [33,34].



Stakeholder theory can be divided into two main streams: normative and instrumental stakeholder theory [35]. The normative stakeholder theory builds on normative-ethical foundations and views satisfying the interests of multiple stakeholders groups as “the right thing to do” [36]. This study adopts an instrumental stakeholder perspective. According to the instrumental stakeholder theory firms can benefit from addressing the social and environmental concerns of stakeholders [36]. Firms are dependent on the input that stakeholders provide, and therefore they can either facilitate or hamper the pursuit of economic goals [37]. With regards to sustainability, stakeholders can provide help, develop policies, commit resources to evaluation and monitoring and identify development opportunities in the firm’s supply chain [32]. Ignoring stakeholder demands may have dire consequences: customers could boycott products, investors may sell their shares, and employees could withhold loyalty [38].



Firms in different positions in the supply chain are subject to varying levels of stakeholder pressure and perceived importance [5,7]. These firms face structurally and contextually different stakeholder environments in terms of laws, regulations and public evaluations, and consequently develop diverse green supply chain management capabilities [7,39]. Specifically, firms close to the end consumer are more visible [5,34] and are typically held liable for their upstream partners [8]. This chain liability effect places firms at risk of reputational and financial damage, which increases their willingness to invest in sustainable supply chain management (SSCM) as a countermeasure [5,40]. In contrast, upstream suppliers place less emphasis on environmental and social issues in their strategic decision making compared to downstream firms [5,33,41]. This strongly indicates that the firm’s position in the supply chain has an impact on how it evaluates the importance of sustainability in its business operations.




2.2. Organisational Slack and Sustainability


Slack refers to excess resources available to an organisation during a given planning cycle [42]. Researchers have divided organisational slack into absorbed and unabsorbed slack [15,43]. Absorbed slack is tied to specific operations and cannot be easily deployed elsewhere whereas unabsorbed slack comprises currently uncommitted resources that can be readily allocated to a range of activities [14,42,43]. We follow the example of studies that consider financial slack resources as a proxy measure of excess resources within an organization [13].



According to the slack resource view, managers consider investments in sustainability only if there are enough financial resources [44,45]. Firms with abundant resources will have more strategic choices and are, therefore, more willing to undertake sustainable actions [46,47]. Excessive resources permit firms to seek more innovative solutions [14]. Unabsorbed slack enables firms to pursue sustainability even if the projects do not pay off at the early stages [14]. The view is consistent with Waddock and Grave’s [6] “virtuous cycle” where superior financial performance allows firms to invest in environmental performance, which in turn results in better financial returns. Nevertheless, the assumption of the universal validity of the slack resource view has recently been challenged because of inconsistent results [3,14].





3. Hypothesis Development


Following previous studies [14,41,47], we posit that unabsorbed financial slack contributes to the relative importance of sustainability dimensions in decision making because it can be deployed for exploring novel strategic directions, such as sustainability improvements. If managers are concerned about the day-to-day survival of the firm, there are multiple tasks that compete for managers’ attention [48], leaving limited time for sustainability issues. Firms with limited resources are, therefore, more likely to invest in what they consider fundamental for their survival [49]. In such situations, sustainability improvements are unlikely to be high on the agenda [9].



When firms accumulate more slack, the conflicts over budget are less intense and managers are free to explore other options [50], such as potentially costly and long-term sustainability investments [45]. Conversely, when companies do not need to use slack solely for economic survival, the primacy of profit generation may be replaced by wider sustainability considerations [51]. Recent research found that resource slack plays a more powerful role in strengthening SSCM compared to top management support [52]. Unabsorbed slack helps firms to meet better various stakeholder demands [46]. Unabsorbed slack resources may induce environmental innovation and allow firms to engage in advanced pollution prevention strategies [14]. Slack resources can also be used for developing a safe working place, in the form of training for operational workers, hiring safety or ergonomic experts or developing innovative new processes [16], as an example. In light of the above discussion, we posit the following hypotheses:



Hypothesis 1a (H1a).

Unabsorbed organizational slack is negatively related to the importance of the economic dimension of sustainability in strategic decision making.





Hypothesis 1b (H1b).

Unabsorbed organizational slack is positively related to the importance of environmental and social dimensions of sustainability in strategic decision making.





It is implied in instrumental stakeholder theory that because upstream suppliers are not under public scrutiny [9] they are not incentivised to emphasise environmental and social issues in their strategic decision making [5,53]. On the contrary, they may be under financial pressure from their downstream customers. If one customer accounts for a major proportion of a given supplier’s sales, for example, the supplier is likely to be financially quite dependent on that customer [54,55]. Suppliers may, therefore, be willing to go great lengths to satisfy their customers, guaranteeing high levels of service, allocating materials and capacity or accepting less advantageous payment terms [54,56]. As Lanier et al. [55] show, for example, large buying firms exploit their power in the supply chain to meet or beat their financial objectives.



According to Gereffi and Lee [57], retailers wield significant power in global supply chains because of a shift in drivers from producers to buyers. For example, Tesco and other firms from different industries have been accused of squeezing their suppliers to support its short-term profit margins, a phenomenon referred to as supplier exploitation [58]. Buyers may seek lower costs while simultaneously persuading suppliers to comply with higher environmental and social standards that may generate additional costs [59]. For example, trade credit adjustments are passed along the supply chain, “making less powerful members bear the burden” [56] (p. 377). This situation leads to the unequal distribution of respective benefits, risks and investments across the companies involved. Given the inherent tensions between contradictory sustainability objectives, decisions are ultimately judged through the lens of profit maximisation [60]. Priority in investment decisions is given to economic considerations because of price pressures and high levels of competition [61]. Consequently, we posit the following hypothesis:



Hypothesis 2 (H2).

The relative importance of the economic dimension of sustainability in strategic decision making grows towards the upstream of the supply chain.





The analysis of supplier development trade-off preferences by Rogers et al. [62] revealed that decision makers valued improvements in supplier costs savings (economic dimension) and injury reduction (social dimension) equally, over emissions reductions (environmental dimension). Two recent studies have focused on how the willingness to purchase a product is related to specific sustainability dimensions. Goebel et al. [63] found that purchasing managers were willing to pay the highest price premium for good labour conditions. Nichols et al. [64], in turn, studied the impact of supply chain news on consumers’ perceptions of product quality and found that compared to practically salient (i.e., economic) news emotionally salient news related to social or environmental issues created a stronger impact on consumers’ purchase interest.



This may be because, as Busse et al. [11] (p. 322) put it: “…social sustainability issues refer to human fates, whereas environmental issues concern only ‘numbers’ which are difficult to assess”. Previous research has linked this with psychological distance, i.e., “a subjective experience that something is close or far away from the self, here, and now” [65] (p. 440). Psychological distance is typically measured using four key dimensions: geographic/spatial (e.g., near or remote locations), temporal (e.g., current or future events), social (e.g., best friend or a stranger) and hypothetical/uncertainty (e.g., likelihood of happening) [66]. For example, climate change has been claimed to be psychologically distant on all these dimensions which is why many people do not behave in a sustainable fashion [67]. In the supply chain context, Carter et al. [68] suggest that supplier sustainability may be overlooked because it occurs at a distance from the buying company. Catlin et al. [69] found that consumers associated social sustainability with affective, short-term, and local factors, whereas environmental sustainability was more psychologically distant and, therefore, less likely to motivate a behavioural change. Managers perceive emissions released by suppliers to be “far off” and unlikely to pose any financial threat while worker injuries at suppliers’ facilities are considered more immediate and their impact can be more easily quantified [62]. Especially, if the firm operates in an environment where there is state orchestration of social sustainability, extensive rights and strong trade unions, institutional traditions encourage good social performance [70]. Based on the above discussion, we argue that environmental issues will have a larger psychological distance from supply chain decision makers than social issues, and that this basic principle equally applies to all tiers of the supply chain. Hence, we propose that:



Hypothesis 3 (H3).

The social dimension of sustainability has more influence on strategic decision making than the environmental dimension in each position on the supply chain.





Figure 1 below depicts the research framework of this study. To test H2 and H3, firms are divided among the four tiers of the supply chain: retail (R), wholesale (W), manufacturing of raw materials and components (M1), and manufacturing of end products (M2). The division is explained in more detail in the materials and methods chapter.




4. Materials and Methods


4.1. Sampling and Data Collection


The dataset analysed in this article was collected as part of the Finland State of Logistics 2018 survey [71] The web-based questionnaire data was gathered in the year 2018. Invitation to participate was sent to 27,598 emails, out of which 2001 answered the survey. Hence, the response rate was 7.3 percent, which may limit the generalizability of the findings. However, Wagner and Kemmerling [72] reviewed 229 survey studies in the field of logistics, including the respective response rates. Based on their results, the response rate of the Finland State of Logistics 2018 survey is well in line with other surveys on a similar scale. As each respondent could be identified by a unique questionnaire link, a business identity code could be matched with each response. If there were more than one answer from the same organization, the most complete was chosen. The sample (508) was limited to manufacturing and trading companies who provided complete responses to all the questions included in the analysis. Seventy-six percent of respondents were from top management, and the remaining 24 percent were middle management, experts and other staff.



The survey data was combined with financial reporting based data from the year 2016 to 2018. This financial data for organizational slack measures were collected from Voitto+ database, based on business identity codes. Voitto+ is a database containing financial data from more than 100,000 Finnish firms. Using an external database also decreases the risk of common method variance.




4.2. Variables


The firms were divided among the four tiers of the supply chain based on their sector using the NACE 2008 industry classification. A detailed breakdown into industries is shown in Appendix A. The retail (R) and wholesale (W) tiers comprise firms classified as operating in the retail and wholesale trades, respectively. Manufacturing firms were divided into manufacturers of raw materials and components (M1) and manufacturers of end products (M2), based on the latest input–output tables (2015) of the Finnish manufacturing industry.



Dividing the manufacturing firms into these two separate tiers required analysis of the forward–backward linkages of the industries, following the examples of Midmore [73], Hautala et al. [74] and Lorentz et al. [56]. The linkage concept is based on the notion of industrial interdependence [75]: the higher the share of forward linkages in an industry, the higher is the share of its products being sold to intermediate users. In this research, the manufacturing industries were divided into two tiers, M2 and M1, based on Jones’s [75] forward-linkage indicators of individual industries. The M1 group includes mining and quarrying, printing and recording services, the manufacture of basic metals, and of pulp and paper products, among other things. The M2 tier contains industries such as the manufacture of basic pharmaceutical products and preparations, furniture and other manufactured goods, and other transport equipment.



In order to measure the importance of sustainability on the companies’ decision making, we draw on previous sustainability research and asked the respondents to estimate on single items how much (between 0% and 100%) their companies took into account the three dimensions of sustainability in their midterm and long-term strategic decision making. The items are presented in Table 1. The three dimensions representing triple bottom line were: (1) economic factors such as profitability and competitiveness; (2) environmental factors such as carbon footprint, other environmental impacts and a life-cycle approach; (3) social factors such as the well-being of workers, work safety and human rights in the company’s supply chain. The examples were attached to the items to make the indicators sufficiently concrete and to give the respondents an idea of various issues that may be related to each dimension. These items are used as dependent variables in the analyses. The simplicity and conciseness of the survey instrument can be expected to contribute to completing the questionnaire [76]. To mitigate the consistency motive, the items were placed randomly in the questionnaire, e.g., [77].



In this study, we measure organizational slack as a firm’s current ratio (current assets/current liabilities) [14]. This measure conceptualises organisational slack as available or unabsorbed slack, i.e., liquid resources that can be easily deployed elsewhere [38]. We subtract the median industry (at a NACE 3-level) current ratio from a firm’s current ratio to address potential industry differences [14]. To capture a longer time horizon, we calculate a 3-year average current ratio (2016–2018) for each firm.



In addition, two control variables were used. Firm size was measured as a 4-category variable. Firms were divided into micro-sized (n = 282), small (n = 123), medium-sized (n = 59) and large (n = 44) based on the turnover criteria of the European Commission [80]. The size categories were used to create three dummy variables. The share of international sales (0–100%) was measured as a continuous variable based on self-reported estimates [51].



Because our study employs single indicators instead of latent constructs, we used conventional analyses instead of structural equation modelling. Specifically, ANOVA and Kruskall–Wallis test were used to test for differences between supply chain tiers while hierarchical regression analysis was employed to assess the relationship between current ratio and the three dimensions of sustainability, controlling for firm size and degree of internationalization [56].





5. Results


First, an ANOVA was conducted to test for differences in current ratio between tiers. There were no statistically significant differences. Next, a regression analysis to assess the relationship between organisational slack and dimensions of sustainability was conducted hierarchically. Step 1 includes only control variables (firm size and degree of internationalisation), and organisational slack measured as 3-year average current ratio was added in step 2. Table 2 shows the results of the regression analysis.



The coefficients of the control variables were mostly non-significant. Large firms were inclined to have a higher emphasis on environmental sustainability, but otherwise, firm size did not play a role. The degree of internationalisation was not significant either.



The coefficients of the current ratio have the expected signs. Unabsorbed slack has a negative effect (b = −0.400, p = 0.060) on the importance of the economic dimension. Hypothesis 1a is therefore supported. Unabsorbed slack has a positive effect on the importance of environmental (b = 0.312, p = 0.004) and social sustainability (b = 0.088, p = 0.559), but the relationship between current ratio and environmental sustainability is only statistically significant. Hence, hypothesis 1b is partially supported. The control variables of firm size and degree of internationalisation are not statistically significant.



Table 3 summarises the respondents’ views on the extent to which their respective firms take into account economic, social and environmental factors in their midterm and long-term decision making. Economic factors seem to dominate on all the tiers of the supply chain: the lowest proportion being 63.71% on M2 and the highest (68.75%) on W, whereas the second lowest (63.73%) concerns the choice of M1. The descriptive analysis indicates no identifiable trend or differences in how the different tiers of the supply chain consider the importance of different factors of the triple bottom line. A large size of the firm was found to be connected with environmental sustainability. This may be because large firms are more subject to public pressure and expected to take responsibility for the whole supply chain [36]. They also benefit from more resources, in terms of skills, for example. The data was further subjected to both ANOVA the non-parametric Kruskal-Wallis test. No statistically significant differences between the different tiers of the supply chain could be identified in any of the analysed factors. Therefore, Hypothesis 2 was not supported.



Hypothesis 3 concerns the relative importance of the factors, on the assumption that the social factor is dominant over the environmental factor. According to the descriptive analysis, on every tier, the social factor had a larger impact on the decision making of the firms than the environmental factor (Table 2). On three tiers (retail, M1 and M2), these differences remained statistically significant following paired samples t-test. The difference was statistically significant on the 0.01 level in all the other comparisons with the exception of M1 when it was significant on the 0.05 level. Thus, Hypothesis 3 was supported.



The second-highest factor on all the tiers was the social factor, ranging from 16.74 percent on the wholesale tier to 21.75 percent on the retail tier. Regardless of the amount of attention they have attracted recently, environmental factors ranked the lowest of the triple bottom line on all tiers of the supply chain, with a 14.2–15.9% share in the decision making.




6. Discussion and Conclusions


6.1. Theoretical Implications


Complementing existing research that has focused mainly on environmental sustainability, e.g., [5,7,33,81], we tested the role of supply chain position and unabsorbed organisational slack on three dimensions of sustainability, namely economic, environmental and social, and provided insights on the relative importance of the three dimensions in strategic decision making. We accomplished this by examining self-reported survey data and objective financial data from 508 Finnish manufacturing and trading firms. The firms were divided into four positions in the supply chain: manufacturers of raw materials and components (M1), manufacturers of end products (M2), wholesalers (W) and retailers (R).



Our first contribution comes to the fore in investigating the relative importance of three dimensions of sustainability. While these dimensions are used in countless articles, their relative importance vis-à-vis each other remains largely unstudied [21,29]. This study provides first insights of empirical evidence on how the various areas of sustainability are perceived and valued in strategic decision making on different tiers of the supply chain. While previous research has mostly focused on large, listed companies, our sample contains firms ranging from micro-sized to large multinationals, and thus the results also contribute to the less studied context of sustainability in SMEs [82]. Our results show that economic considerations dominate decision making, despite the growing public awareness of sustainable development. The tensions and trade-offs between economic, environmental and social objectives cannot be denied, despite the idealistic representation of sustainability in strategic decision making as a balance with equal importance between the three dimensions e.g., [83]. To provide a graphical illustration of our results, we follow the idea of Sustainable Aotearoa New Zealand [84] and depict sustainability as a Mickey Mouse model (Figure 2), with environmental and social considerations playing subsidiary roles. This finding supports one of the central arguments of Gold and Schleper [2] who criticise firms for following instrumental logic according to which economic sustainability supersedes environmental and social considerations. If firms focus only on practices that are economically beneficial, they will not be able to mitigate all their negative social and environmental impacts and hence cannot be truly sustainable [85].



We also viewed the importance of each dimension of sustainability through the stakeholder theory and analysed if a firm’s position in the supply chain affects the importance of each dimension of sustainability and thereby contribute to the literature on multi-tier supply chain management. We hypothesised that the importance of the economic dimension of sustainability in decision making would grow towards the upstream of the supply chain (H2), mainly because of financial pressures from their customers and lack of incentives for improving environmental and social performance [5,55,58]. Contrary to expectations, there were no statistically significant differences in importance in mid- to long-term decision making on the economic dimension among the four positions in the supply chain. In other words, position in the supply chain does not seem to affect the importance of the sustainability dimensions. One explanation for this may be supply chain collaboration and pressures exerted by supply chain partners. Recent research has suggested a green contagion effect [53], whereby the stakeholder pressures propagate sustainability practices along the supply chain. Furthermore, supply chain collaboration between buyers and suppliers develops sustainability capabilities all the way to the upstream [86]. Because of this supply chain contagion, the importance of sustainability may be aligned across the multi-tier supply chain.



The results confirmed that social sustainability was more important than environmental sustainability in mid-to-long-term decision making (H3). There was a statistically significant difference between environmental and social sustainability among M1 and M2 manufacturers and retailers, but there was no difference on the wholesale tier. This finding runs somewhat counter to some of the previous research implying that environmental considerations receive more attention [20]. Nevertheless, this finding aligns with recent research, indicating that social sustainability criteria had a stronger impact on consumers and purchasing managers’ willingness to pay for a product [63,64]. This may be because environmental issues have a larger psychological distance from supply chain decision makers than social issues and are therefore less likely to induce a behavioural change [11,66,67].



Our second main contribution provides insights on unabsorbed slack as an antecedent to sustainability. While previous research has often focused on the relationship between environmental and economic performance and relied on their simultaneous measurement [22,26], we investigate organisational slack as a driver of all three sustainability dimensions and analyse objective 3-year financial data. The results partly support our hypotheses. As expected, unabsorbed organizational slack was negatively related to the importance of the economic dimension of sustainability (H1a). This finding implies that firms with limited resources are more likely to use their scarce resources for profit generation and earning adequate returns and to delay investments to environmental and social sustainability improvements, as also suggested by Chiu and Sharfman [9].



Equally, our findings suggest that unabsorbed organizational slack is positively related to the importance of environmental sustainability but not social sustainability (H1b). In other words, firms with excessive resources are able to behave in a more idealistic way and engage more in environmental sustainability. In terms of social sustainability, such a link was not statistically significant. One reason for this might again relate to the concept of psychological distance, implying that issues that are perceived as close are more easily acted upon [65]. Committed and healthy employees are an important asset to firms, and mistreating them quickly leads to undesired outcomes, such as lawsuits, resignations and a bad corporate reputation [87]. Hence, even firms with limited resources go to great lengths to ensure employee welfare. When it comes to slack resources and environmental sustainability, our findings indicate that there is a group of firms that can be characterised as “prosperous visionaries”. These firms may perceive environmental sustainability as a way of “doing well by doing good” [37] and can afford to do so. Yet, based on the dominance of economic criteria in strategic decision making, as demonstrated by our results, instrumental logic is still likely to be the prevailing mindset.



Authors should discuss the results and how they can be interpreted from the perspective of previous studies and of the working hypotheses. The findings and their implications should be discussed in the broadest context possible. Future research directions may also be highlighted.




6.2. Managerial and Societal Implications


The results of the study carry managerial and societal implications. It seems, for example, that economic criteria dominate the decision making in firms. Hence, both environmental and social sustainability should be more strongly combined and balanced with economic performance (i.e., in making a business case) to encourage firms to change their behaviour. This finding is hardly surprising given that the primacy of profits is defined by law in many countries. Therefore, even if more and more firms are rethinking their business models, profit generation remains as a central role.



An important question for policy makers is how to reduce the perceived psychological distance of environmental issues. However, market pressures may demand to become more environmentally and socially sustainable in the longer run, not least to be able to respond to growing pressures and to generate profits. This means that “prosperous visionaries” will be able to set the standard and influence the environmental and social sustainability initiatives of other firms and their supply chains to a considerable extent. From a consumer’s point of view, it would be important to make the action and inaction visible. For example, when “prosperous visionaries” set an example by calculating and publicly showing the carbon footprint of their products, those who can afford may need to follow the lead to remain in competition. This means that firms with less resources are in danger of losing the game.




6.3. Limitations and Future Research


This research was based on a survey setup, with coverage limited to a single country. Given that most supply chains are international, a larger geographical coverage would validate the results. The sustainability measures used give a rather simplistic view of the concepts under study. Even if sustainability is a widely accepted concept, the measures still leave room for interpretation. For example, while a firm may not be concerned about human rights issues in its supply chains, it may place a high emphasis on the well-being of its own employees. Future research should therefore divide sustainability dimensions into more detailed items to elucidate potential variance within each dimension. It could be expected that if an upstream firm is a part of supply chain with a powerful lead firm, they may face more pressure for sustainability. These limitations provide a natural path for further research. Given that we did not find a clear linkage between a firm’s position in a linear supply chain, it could be fruitful to study large-scale supply networks to investigate if centrality and connectedness would be better predictors of sustainability priorities. The equal importance of sustainability in decision making might also be caused by the so-called “green contagion effect” [7,53], and hence it would be interesting to study what kinds of mechanisms are used to propagate sustainability upstream.



Moreover, the role of organisational slack should be studied further, preferably with a longer time period. The outbreak of the COVID-19 pandemic may have changed the paradigms and priorities in firms and supply chains. Future work could investigate this potential change in the relative importance of the three sustainability dimensions. While this study analysed only one-directional causality between economic sustainability and the two other dimensions, exploring the factors that help creating a virtuous cycle is an aspect in need of additional contributions.
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Figure 1. The research framework. 
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Figure 2. Mickey Mouse unravelled: the relative importance of economic, environmental and social dimensions of sustainability. 
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Table 1. Measurement items.






Table 1. Measurement items.





	

	
Measurement Item

	
Adapted from






	
Sustainability

	
Please assess the importance of the following three factors in the mid- and long-term strategic decision making in your company (total 100%):

	
Marshall et al. [78]

Mani et al. [79]




	

	
(a) Social factors (e.g., well-being of workers, work safety, human rights in the supply chain)




	

	
(b) Environmental factors (e.g., carbon footprint, other environmental impacts, life-cycle approach)




	

	
(c) Economic factors (e.g., profitability, competitiveness)




	
Unabsorbed slack

	
3-year average current ratio (2016–2018)

	
Tan & Peng [38]




	
Firm size

	
4 categories: micro, small, medium and large

	
European Commission [80]




	
Share of

international sales

	
0–100%

	
Lorentz et al. [56]
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Table 2. Regression results.






Table 2. Regression results.





	
Dependent

Variable

	
Step

	
Size Dummy Small

	
Size Dummy Medium

	
Size Dummy Large

	
Internationalisation

	
Current Ratio

	
R2

	
Adj.

R2






	
Economic

sustainability

	
1

	
3.540

	
1.768

	
−4.964

	
0.019

	

	
0.017

	
0.005




	
2

	
3.011

	
1.160

	
−5.848

	
0.020

	
−0.422 *

	
0.029

	
0.014




	
Environmental sustainability

	
1

	
−0.521

	
1.698

	
5.440

	
−0.006

	

	
0.030

	
0.018




	
2

	
−0.111

	
2.169

	
6.125 **

	
−0.006

	
0.327 **

	
0.057

	
0.042




	
Social

sustainability

	
1

	
−3.019

	
−3.466

	
−0.476

	
−0.014

	

	
0.014

	
0.002




	
2

	
−2.900

	
−3.329

	
−0.277

	
−0.014

	
0.095

	
0.016

	
0.001








* p < 0.05; ** p < 0.01.
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Table 3. To what extent do firms take into account economic, social and environmental factors in their midterm and long-term decision making?
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Raw Materials and Components

	
End Products

	
Wholesale

	
Retail




	

	
(n = 129)

	
(n = 149)

	
(n = 91)

	
(n = 139)




	

	
Mean

	
Std. Dev.

	
Mean

	
Std. Dev.

	
Mean

	
Std. Dev.

	
Mean

	
Std. Dev.






	
Economic factors

	
63.7

	
21.316

	
63.7

	
19.048

	
68.7

	
21.377

	
64.0

	
25.146




	
Environmental factors

	
15.9 **

	
13.514

	
15.5 **

	
10.560

	
14.5

	
13.016

	
14.2 **

	
13.678




	
Social factors

	
20.4 **

	
14.471

	
20.8 **

	
13.327

	
16.7

	
12.789

	
21.7 **

	
18.528








** p < 0.01.
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