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Chapter 3: Buyer-Supplier Collaboration for Social 

Sustainability in Global Supply Chains: the 

Moderating Role of Institutions10 

 

Abstract. Implementing sustainability practices in global supply chains is challenging 

for multinational enterprises. The literature on sustainable supply chains has 

highlighted the effectiveness of buyer-supplier collaboration—as opposed to a purely 

audit-driven approach—for ensuring higher levels of supplier compliance with 

sustainability practices. We suggest that the effectiveness of buyer-supplier 

collaboration for social compliance is dependent on the institutional context of the 

supplier. Specifically, we propose that buyer-supplier collaboration enhances a 

supplier’s compliance with social sustainability practices, if the supplier is located in 

institutional settings with favorable formal and informal institutions that stimulate 

social sustainability compliance. Using data from 381 apparel and footwear suppliers, 

which supply to Western European or North American multinational enterprises and are 

located in both developed and emerging countries, we show that buyer-supplier 

collaboration is context-specific and only effective in favorable informal settings.   

 

 

Keywords: buyer-supplier collaboration, social sustainability, global supply chains, 

institutional theory, formal and informal institutions 

  

                                                        
10 This chapter is co-authored by Miriam Wilhelm, Taco van der Vaart, and Sjoerd Beugelsdijk. We want to 
thank seminar participants at the University of Groningen for their valuable input.  
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3.1. Introduction  

Multinational enterprises (MNEs) are increasingly called on to be more accountable for 

the sustainability practices of their global supplier operations (Kim & Davis, 2017). In 

response to recent scandals and sustainability misconduct in global supply chains, 

MNEs, as buying firms, coerce compliance of global suppliers with third-party 

sustainability standards and supplier codes of conducts (King, Lenox, & Terlaak, 2005) 

that are monitored and assessed through audits (Christmann & Taylor, 2006). The sole 

reliance on audits has been questioned, however, and the Rana Plaza disaster revealed 

that a lot of the involved suppliers were previously audited positively by their Western 

customers (Clean Clothes Campaign, 2013). Buyer-supplier collaboration could be a 

more effective means to achieve sustainability in the supply chain (Gimenez & 

Tachizawa, 2012; Jiang, 2009; Klassen & Vachon, 2003; Locke, Qin, & Brause, 2007). At 

the same time, collaboration is also a very costly, time-consuming, and complex task for 

MNEs (BCG, 2013) and MNEs often feel daunted by the idea of providing assistance to a 

large number of suppliers (Mamic, 2005). Thus, it is important for MNEs to identify 

those suppliers whose compliance will most likely be affected by relationship-building 

with the MNE.  

Global supply chains spread across different institutional contexts, and suppliers and 

buyers are confronted with diverging expectations of sustainable conduct (Busse, Kach, 

& Bode, 2016). Institutions are composed of formal and informal aspects, which exert 

pressures on organizations to adopt institutionally prescribed structures and practices 

(North, 1991; Scott, 2008). We define formal institutions as governmental laws and state 

regulations, which exert coercive pressures on the supplier firm, and informal 

institutions as societal values and cultural expectations, which exert normative and 

mimetic pressures on the organization to comply with sustainability practices. 

Specifically, we follow calls for studying domain-specific institutional environments, 

rather than general country level factors (Busenitz, Gomez, & Spencer, 2000; Descotes, 

Walliser, Holzmueller, & Guo, 2011; Kostova, 1999) that comprise formal and informal 

institutions related to social sustainability. Institutional differences between 

geographically dispersed supply chain partners give rise to challenges for MNEs’ 

sustainability requests and constitute a novel area of research (Busse et al., 2016; 

Kauppi, 2013).  
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While scholars are generally aware of the influence of formal institutions for global 

supply chains (e.g., Bai, Sheng, & Li, 2016; Wang, Zhang, Wang, & Sheng, 2016; Wu, 

Ellram, & Schuchard, 2014), the importance of informal institutions in the supplier’s 

home country has scarcely been discussed. Informal institutions are particularly 

important in the context of social sustainability, since social misconduct attracts non-

state stakeholders’ attention more easily and arouses them more deeply compared to 

any misconduct in the environmental domain (Busse et al., 2016). Against this 

background, suppliers may be more receptive to following a logic of appropriateness 

and moral obligation (coming from informal institutions) rather than instrumentality 

and legal sanctions (from formal institutions). In this study, we investigate how buyer-

supplier collaboration and a supplier’s institutions—both formal and informal—

separately and combined affect a supplier’s compliance with social sustainability 

practices.  

We obtained our data from multiple sources: first, we collected cross-national survey 

data from 381 global apparel and footwear suppliers, which are located in both 

developed and emerging countries, and supply to MNEs from North America and 

Western Europe. Secondly, we collect survey data from 88 representatives of local trade 

and industry associations and researchers in the respective supplier countries in order 

to determine the favorability of informal institutions for social sustainability. Third, we 

use secondary data from the Responsible Competitiveness Index (RCI) to assess the 

favorability of formal labor institutions in a supplier’s home country.  

Our study makes several contributions: we expand the literature on sustainability in 

global supply chains by showing empirically that the efficacy of buyer-supplier 

collaboration on a supplier’s compliance depends on the underlying institutional 

mechanisms in the supplier’s home country. More specifically, we find that a supplier’s 

willingness and capacity to learn from MNEs increases if a supplier’s home institutions 

promote social sustainability norms and cultural beliefs. In favorable formal settings, 

however, buyer-supplier collaboration has no effect on a supplier’s social compliance. By 

focusing on social sustainability, we also extend current research on sustainability and 

respond to recent calls for more empirical research on social sustainability in global 

supply chains (Huq, Chowdhury, & Klassen, 2016; Zorzini, Hendry, Huq, & Stevenson, 

2015).  
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3.2. Literature Review 

3.2.1. Implementing Social Sustainability Practices in Global Supply Chains 

MNEs, as buying firms, have a social responsibility, which is not constrained by 

geographical, political, or organizational boundaries (Andersen & Skjoett-Larsen, 2009; 

Kim & Davis, 2017). In this paper, we focus on the social dimension of sustainability, 

which we define as the care for workers’ health and safety, as well as with their well-

being in the global supply chain (Huq et al., 2016; Zorzini et al., 2015). Two principle 

ways of managing a supplier’s sustainability conduct have been discussed in the 

literature on sustainable supply chains (Gimenez & Tachizawa, 2012; Klassen & Vachon, 

2003; Klassen & Vereecke, 2012): (1) assessment and (2) collaboration. MNEs can 

assess their suppliers’ compliance with sustainability standards such as ISO14001 or 

SA8000 or (supplier) codes of conducts through regular audits and company visits 

(Christmann & Taylor, 2006; King et al., 2005). In doing so, MNEs mandate that their 

suppliers comply with sustainability practices, for example, by threatening to withdraw 

production orders from them if they do not conform to the MNE’s standards (Amaeshi, 

Osuji, & Nnodim, 2008). However, the sole reliance on assessment has been found to be 

insufficient for achieving compliance with sustainability practices and does not prevent 

sustainability misconduct in global supply chains (Christmann & Taylor, 2006; Jiang, 

2009; Zorzini et al., 2015).  

Alternatively, buyer-supplier collaboration has been argued to yield more positive 

results regarding a supplier’s sustainability compliance (Frenkel & Scott, 2002; Jiang, 

2009). Collaboration can be considered as a form of relational governance as it involves 

working directly with suppliers (Gimenez & Tachizawa, 2012). Examples of such 

activities are on-site consultation, education and training programs, as well as 

temporary personnel transfer. Such practices are likely to enhance a supplier’s 

sustainability capabilities and technical understanding of the buyer’s requirements. As a 

result, suppliers may learn and acknowledge the value of sustainability compliance for 

their own benefit, which would improve their sustainability performance (Ho, Ghauri, & 

Larimo, 2017). Few studies have empirically assessed the effect of collaboration on 

supplier compliance. In their case study of the Bangladeshi textile industry, Huq et al. 

(2016) have shown that buyer audits proved to be more effective than third party audits 

for achieving emerging country suppliers’ compliance as they were perceived as more 

collaborative and often align with training and improvement initiatives with suppliers. 
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Locke et al. (2007), using Nike’s compliance data covering 830 suppliers in 51 countries, 

have found that factories designated as Nike’s ‘strategic suppliers’ and those frequently 

visited by Nike staff have higher compliance scores. In a similar vein, Jiang (2009) has 

demonstrated that buyer-supplier relationships in China that are characterized by open 

and two-way dialogue are positively related to supplier compliance with the buyer’s 

codes of conducts. In their study of environmental sustainability in Canadian plants, 

Klassen and Vachon (2003) have shown that buyer-initiated collaborative activities shift 

the allocation of plant-level investments increasingly toward pollution prevention. 

While these studies have provided initial indications that collaboration is beneficial to 

supplier compliance with sustainability practices, most of them (with the exception of 

Locke et al., 2007) have been conducted in the context of a single country, not 

considering differences in the role of the supplier’s institutional context. Moreover, the 

majority of these studies have not explicitly considered the social dimension of 

sustainability, which is likely to aggravate the challenge of global supply chain 

compliance.  

Contrary to the environmental aspects of sustainability, which can often be clearly 

defined and assessed against objective standards (e.g., the amount of environmental 

pollution), the social conduct in global supply chains is more difficult to monitor and 

analyze by MNEs (Klassen & Vereecke, 2012). Furthermore, breaches of labor laws and 

other issues of workers’ well-being inside operations of geographically and 

institutionally distant suppliers are even less visible to MNEs (Wilhelm, Blome, Bhakoo, 

& Paulraj, 2016). The active support of the buyer might, thus, be particularly important 

for the implementation of social sustainability, not just in terms of a risk-mitigation 

strategy (Hajmohammad & Vachon, 2016) but also for the development of necessary 

supplier sustainability capabilities (Huq et al., 2016).  

 

3.2.2. The Role of Institutions for Sustainability Practice Implementation   

Institutions define what is appropriate or legitimate in a society and affect how 

organizations make decisions (Scott, 2008). Institutions in the environment where firms 

operate–such as formal politics or informal public and cultural expectations–exert 

pressures on organizations to behave in certain ways in order to survive (DiMaggio & 

Powell, 1983; Meyer & Rowan, 1977). Institutions consist of both formal and informal 

rules (North, 1991; Scott, 2008), which diffuse pressures for sustainability (Campbell, 
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2007; Matten & Moon, 2008). Formal institutions for sustainability are instantiated in 

governmental rules and regulations, for example, labor market regulations like 

minimum wage or employment protection legislation. Cultural expectations of the 

society in which the organization functions shape informal institutions and are 

promoted and enforced through non-state stakeholder organizations such as non-

governmental organizations (NGOs), media and business, and professional networks 

(Campbell, 2007).  

Institutional theory offers an explanation of why organizations comply with 

sustainability practices without an obvious economic return. Existing empirical studies 

have most commonly explored how institutional differences within MNEs influence 

corporate social responsibility (CSR) strategies and the performance of MNEs and their 

foreign subsidiaries (e.g., Doh & Guay, 2006; El Ghoul, Guedhami, & Kim, 2017; Fransen 

& Burgoon, 2013; Marano, Tashman, & Kostova, 2017; McDonnel & King, 2013). Most of 

these studies have emphasized the formal pillar of institutions (e.g., El Ghoul et al., 2017; 

Marano et al., 2017), but there is also some empirical evidence that points to the 

influence of informal institutions on a firm’s adoption of organizational CSR strategies 

and behaviors. For example, pressures from informal institutions such as NGOs (Doh & 

Guay, 2006) and consumers (McDonnel & King, 2013) lead to increased corporate 

participation in voluntary sustainability initiatives (Fransen & Burgoon, 2013). In the 

supply chain domain, only a few studies have empirically shown how overall 

stakeholder pressures (Sarkis, Gonzalez-Torre, & Adenso-Diaz, 2010; Tate, Ellram, & 

Kirchoff, 2010; Wilhelm et al., 2016) or formal institutional constraints (Wu et al., 2014) 

influence sustainability in global supply chains. This is surprising since local suppliers 

are more deeply embedded in the local institutional environment, and less ‘buffered’ 

from local institutional pressures, as compared to foreign subsidiaries of MNEs (Kostova 

& Roth, 2002). Together with the lack of hierarchical fiat, a supplier’s exposure to 

institutional pressures calls for a more dedicated investigation of how MNEs manage 

compliance in their global supplier firms.  

More specifically, we expect that the effect of informal institutions on compliance 

prevails in the context of social sustainability. Non-state stakeholders are easily aroused 

by and may react strongly to any social misconduct involving basic human rights or 

working conditions, e.g., with consumer boycotts, media campaigns, or other actions 

(Busse et al., 2016), which would make a supplier comply with social sustainability 
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practices because it is appropriate (according to informal institutions) and not because 

it is necessarily legally sanctioned (by formal institutions). Moreover, given that social 

sustainability is not easily measurable or quantifiable, and social sustainability 

misconduct is typically secretive, formal enforcement of state regulations is often 

difficult (Sauerwald & Peng, 2013). Hence, it is important to consider informal pressures 

and monitoring activities from non-state stakeholders such as NGOs or the media, which 

assist state regulations and raise awareness amongst all stakeholders.  

In this study, we examined whether and under what institutional conditions buyer-

supplier collaboration is beneficial to a supplier’s compliance with social sustainability 

practices. We posit that the beneficial effect of buyer-supplier collaboration will be 

higher if suppliers are located in favorable institutional contexts. By ‘favorable 

institutions’ we mean institutions which both constrain social sustainability misconduct 

and enable social sustainability activities (Marano & Kostova, 2015; Saka-Helmhout & 

Geppert, 2011). Suppliers located in such an environment are more willing to accept 

help and are able to learn from MNEs. Since suppliers in home countries with 

unfavorable institutions for social sustainability practices may not be willing or able to 

learn from MNEs, MNEs should try to engage with them differently. Both formal and 

informal aspects of institutions constitute ‘the rules of the game’, but invoke different 

legitimacy motives for compliance. We investigated this interplay in a study of 381 

suppliers located in eleven countries–both developed and emerging–which supply parts 

of their production to Western Europe and North America.  

 

3.3. Hypotheses 

Previous research has identified buyer-supplier collaboration as an effective means to 

implement sustainability in the supply chain (Klassen & Vachon, 2003; Tachizawa & 

Wong, 2014) as it reduces a supplier’s opportunism and fosters mutual relationship-

specific investments (Jiang, 2009). At Levi Strauss & Co., one of the world's largest 

apparel companies, all suppliers receive extensive product management training and a 

sustainability education, which aims to strengthen a supplier’s ability to meet Levi 

Strauss & Co.’s Terms of Engagement (Galland & Jurewicz, 2010). In general, 

collaboration with suppliers signals the buyer’s interest in the supplier operations, 

which creates a feeling of inclusivity and inter-dependence in the supplier firm 

(Christmann & Taylor, 2006). The training of a supplier’s personnel, for example, is an 
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investment made by the buyer to the supplier, which cannot be redeployed (Jiang, 

2009). If suppliers perceive that the buyer is genuinely interested in improving the 

suppliers’ working conditions, suppliers build trust and are convinced that their best 

interest lies in accepting directions and assistance from the buyer (Ho et al., 2017).   

The active support from the buyer might be particularly important for the 

implementation of social sustainability, as suppliers in emerging countries often struggle 

to meet Western buyers’ sustainability requirements as the supplier’s sustainability 

capabilities might be less developed (Huq et al., 2016). Unlike environmental 

sustainability which is characterized by measurable metrics and well defined processes, 

emerging country suppliers might require more active support and training from the 

buyer for the implementation of social sustainability. Moreover, the link between social 

sustainability and economic performance metrics such as cost reduction and quality 

improvements might be harder to establish compared to environmental sustainability 

(see also Gimenez & Tachizawa, 2012; Wilhelm et al., 2016), which is why additional 

rewards in terms of guaranteed orders are more important for ensuring suppliers’ 

compliance.  

In summary, we argue that knowledge sharing and active support of the buyer are 

particularly important for ensuring a supplier’s compliance with social sustainability 

practices. The above argument leads to our first hypothesis: 

 

Hypothesis 1. Buyer-supplier collaboration has a positive effect on a supplier’s social 

compliance. 

Beyond their relationship with the MNE, suppliers are also embedded in their home 

market institutions, which influence their compliance with social sustainability 

practices. We expect a positive relationship between favorable home country 

institutions with regards to social sustainability, both formal and informal, and a 

supplier’s social compliance. Regarding formal institutions, we posit that the presence 

and enforcement of effective labor laws presses organizations to invest in social 

sustainability activities. More specifically, we expect that strict laws and the 

enforcement of human rights and labor conditions, including wages, work hours, 

occupational safety, and freedom of association, increase a supplier’s social 

sustainability compliance. Government regulations shape organizational behavior 
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through direct imposition, force, or persuasion (DiMaggio & Powell, 1983). Suppliers 

may comply with social sustainability practices in order to prevent regulatory sanctions 

from the state (Campbell, 2007; Scott, 2008). Governments can also provide 

opportunities by actively setting an agenda which promotes social sustainability 

activities. Among others, these include mandating sustainability reporting, promoting 

the quality of sustainability reports respectively, and/or establishing regulations for 

third-party auditors (O’Rourke, 2004). In addition, governments can also highlight or 

reward specific companies that excel in sustainability reporting. For example, India is 

now on the forefront of sustainability laws, since the government has made 

sustainability reporting mandatory. The Indian state law has instituted a national 

sustainability award to recognize organizations that have made a positive impact on 

society through sustainable social initiatives (The Economic Times, 2017). Hence, formal 

state regulations have a coercive function, which constrains social sustainability 

misconduct, but may also encourage compliance with social sustainability practices at 

the supplier firm.  

Hypothesis 2a. Favorable formal institutions for social sustainability have a positive effect 

on a supplier’s social compliance. 

In addition to formal state institutions, the informal institutional environment of the 

supplier affects social sustainability compliance. We argue that suppliers are more likely 

to comply if informal institutions at home create the proper set of incentives for such 

behavior. More specifically, we posit that local non-state stakeholders such as NGOs, the 

media, and consumers, as well as competitors in the home country can transmit social 

norms and instill values and attitudes towards social sustainability, which may affect a 

supplier’s social sustainability compliance (e.g., Campbell, 2007; Matten & Moon, 2008; 

McDonnell & King, 2013). First, non-state stakeholders monitor and watch corporate 

sustainability behavior and exert pressure on local organizations in various ways, e.g., 

by organizing demonstrations against them, by appealing directly to the organizations 

themselves, by mobilizing media campaigns to bring public attention to certain alarming 

corporate practices, or by pressuring local governments to force organizations to 

improve their behaviors (Aguilera, Rupp, & Williams, 2007; Bansal, 2005; Doh & Guay, 

2006). For example, local NGOs in emerging countries such as Cambodia or Myanmar 
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increasingly cooperate with Western MNEs or NGOs to uncover labor rights abuses in 

the garment industry (Human Rights Watch, 2015). In China, we recently witnessed a 

series of social movements and worker strikes related to unfavorable working 

conditions in apparel and footwear production factories (The Economist, 2015). For 

instance, at Yue Yuen Industrial, the world’s largest shoe factory in China, thousands of 

workers went on a strike when they learned that their employer had been shirking 

contributions for years, and they demanded that their social and pension insurance 

benefits be paid (BBC, 2014). Besides acting as ‘watchdogs’ which oversee corporate 

(mis)conduct, local non-state stakeholders also play a decisive role in educating the 

supplier. By engaging in an active dialogue with suppliers, they aim to instill in them an 

“enlightened self-interest” (Campbell, 2007: 949) to better appreciate the concerns of 

other (non-business) actors. Thus, the attention to sustainability-related issues may 

engender a greater respect, which, in turn, may lead to more compliance in the supplier 

firms.  

Second, by participating in industry associations, peer organizations may exert 

pressures on suppliers which motivate them to comply with social sustainability 

practices (Campbell, 2007). That is, corporate peer-to-peer pressure from industry 

associations motivates suppliers to mimic the behavior of other member firms to 

maintain competitive (Delmas & Toffel, 2004; Guler, Guillen, & MacPherson, 2002; 

Kollman & Prakash, 2002). The frequent and systematic interaction with member firms 

also helps suppliers to learn about the social sustainability behavior of others and to 

develop a more sophisticated understanding of social sustainability policies (Sanders & 

Tuschke, 2007). Overall, we posit that non-state stakeholders such as NGOs, the media, 

and consumers, as well as competitors at home can create a favorable climate which 

facilitates and enables a supplier to comply with social sustainability practices. The 

above arguments logically lead to our second hypothesis: 

 

Hypothesis 2b. Favorable informal institutions for social sustainability have a positive 

effect on a supplier’s social compliance. 

We have argued that both buyer-supplier collaboration and institutional characteristics 

influence a supplier’s compliance with social sustainability practices. In what follows, we 

illustrate how the interplay between both factors strengthens the effect of social 
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sustainability compliance. More specifically, we claim that buyer-supplier collaboration 

is particularly effective if a supplier is embedded in favorable formal and informal 

institutions, which promote and enable sustainability activities. Conversely, if suppliers 

are located in an unfavorable institutional home environment regarding social 

sustainability, they will merely try to comply with minimum requirements and there is 

little incentive for them to go beyond mere ‘window dressing’. If suppliers are embedded 

in a favorable institutional home environment, then they are more willing to accept help 

from MNEs in the compliance process, because they aim to avoid (legal) sanctions, and 

are eager to conform to local norms and routines. Hence, collaboration with the buyer is 

perceived as an opportunity rather than a constraint to gain legitimacy at home.  

Moreover, we argue that suppliers are more eager and capable to learn from the 

MNE when the informal institutions in the supplier home country are similarly favorable 

to those in the MNE home country. When informal institutions in the supplier’s home 

country are similar to those in the MNE home country, MNE efforts to enhance a 

supplier’s social sustainability capabilities and understanding are facilitated. A 

supplier’s absorptive capacity, i.e., its ability to understand, learn, and apply external 

knowledge, depends on the cognitive frameworks in which it is embedded (Kostova, 

1999; Kostova & Roth, 2002). As such, it is much easier for a supplier to learn a new 

practice when it is consistent with the prevalent social schemas and the cognitive 

structure in its home country (Markus & Zajonc, 1985). In the absence of a link to an 

existing cognitive structure, however, a new practice or policy is likely to go unnoticed 

or to be misunderstood (Sanders & Tuschke, 2007). Hence, when MNEs transfer 

knowledge and technology to enhance a supplier’s capabilities and social sustainability 

understanding, a supplier’s compliance with social sustainability practices increase if 

the supplier is open to assess the potential value of the practice (Lam, 2000; Sanders & 

Tuschke, 2007). In addition, similarly favorable goals and objectives, business 

philosophies, or management styles in buyer and supplier countries facilitate the 

translation of inter-organizational rules (Knoppen, Saenz, Johnston, 2011) and 

subsequently enhance inter-organizational learning (Lane & Lubatkin, 1998). Hence, if 

suppliers are embedded in a favorable informal environment, which promotes social 

sustainability practices that are consistent with those desired by the MNE, then 

collaboration leads to more social sustainability compliance at the supplier firms.  
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To sum up, we argue that a supplier’s favorable formal and informal environment 

positively moderates the effect of buyer-supplier collaboration on a supplier’s social 

compliance. More specifically, we posit that suppliers more willingly engage with MNEs 

to improve their social sustainability policy, if they are embedded in a favorable 

institutional environment at home. Moreover, suppliers are also more eager and capable 

of learning from MNEs and able to implement the acquired knowledge in practice, if they 

are embedded in favorable informal home institutions. Logically, we hypothesize the 

following: 

 

Hypothesis 3a. Favorable formal institutions for social sustainability positively moderate 

the effect of collaboration on a supplier’s social compliance. 

 

Hypothesis 3b. Favorable informal institutions for social sustainability positively 

moderate the effect of collaboration on a supplier’s social compliance. 

 

3.4. Data and Methods 

3.4.1. Research Context 

We focus our analysis on a single industry sector in order to control for potential inter-

industry differences in a supplier’s compliance with social sustainability practices. 

Encompassing clothing and textiles, as well as apparel footwear and luxury goods, the 

apparel and footwear sector accounts for 6.5% of total manufacturing trade world-wide, 

and has increased by more than 12% over the last five years (World Trade Organization, 

2014). With a share of more than 35% alone, China is the world’s leading clothing 

exporter, followed by the European Union (26.2%), Bangladesh (5.1%), Vietnam (4.0%), 

and India (3.7%). The industry has come under special scrutiny since an accident in 

April 2013 killed 1,133 garment workers when the Rana Plaza factory in Dhaka 

collapsed. Fashion retailers have been acutely susceptible to pressure from activist 

campaigns and consumers which challenged companies’ labor, environmental, or human 

rights record. Consequently, many MNEs began to consider suppliers’ environmental 

and social conduct in their purchasing decisions. Although stakeholder and MNE 

pressures have led to increased attention of sustainability conduct in the apparel and 

footwear industry, compliance with social sustainability practices is not permanent nor 
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stable, and thus leads to variations in suppliers’ compliance rates (Frenkel, 2001; Huq et 

al., 2016). 

 

3.4.2. Sample and Procedure 

We obtained our data from multiple sources: first, we followed a two-stage process to 

collect our survey data on supplier level variables. We first gathered qualitative data 

from 15 Western European retailers affiliated with the Business Social Compliance 

Initiative (BSCI), and three NGOs. Interviews were held between December 2014 and 

April 2015. In most instances, the headquarters of these fashion retailers are located in 

the Netherlands and in Germany; four firms are situated in Belgium, Switzerland, 

Denmark, and Sweden, respectively. Semi-structured interviews with the sustainability 

manager of the respective MNEs were conducted either on site or over the phone. Please 

find the interview guide, and a list of the interviewees in section 5.1 of Chapter 5.   

Based on the experience and feedback gained from these interviews, we designed a 

survey which was administered between May 2015 and April 2016 among respondents 

at various plants located in Asia Pacific, Latin America, and Europe to acquire cross-

country data on social sustainability compliance. For the purpose of this research, we 

only included apparel and footwear manufacturing plants that export at least part of 

their production to North America or Western Europe in our sample. We selected those 

suppliers because the origins of labor rights and improved working conditions are 

associated with mounting pressures from North American and Western European MNEs 

(Jayasinghe, 2016). Before collecting our data, we pilot-tested the survey among eight 

clothing suppliers located in multiple countries to determine whether the respondents 

correctly understood and interpreted the survey questions. Subsequently, all surveys 

were translated to the local language by native speakers and then back-translated by a 

second translator as means to identifying potential terminology problems and to avoid 

any distortions in meaning across cultures (Hult, Ketchen, Griffith, & Tamer Cavusgil, 

2008).   

To improve the response rate we cooperated with local institutions such as trade 

and industry associations, as well as research agencies (Jayasinghe, 2016). We invited 

plant managers of various manufacturing firms, those that were most knowledgeable on 

the subject, to participate in this survey questionnaire. Manufacturing firms were 

selected based on (1) membership status in local industry and trade association, (2) 
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personal connections, and/or (3) local phone directories. In most instances, surveys 

were filled out together with the respondent, either on site (80%) or over the phone 

(16%); only few cases requested email exchange of survey questionnaires (4%). In total, 

582 firm-level observations of clothing and textile, as well as apparel, footwear and 

accessory manufacturing plants were collected. Amongst those, we discarded 89 surveys 

with missing data points: 80 surveys which did not match the criteria (i.e., no exporting 

firms, which supply to Western Europe or North America), and 32 surveys of which we 

did not collect data on the respective institutional profiles of the suppliers. Our final 

sample consisted of 381 usable firm-level survey responses, which were pooled across 

11 countries from Asia Pacific, Latin America, and Europe. Our sample includes 

suppliers located in important apparel and footwear sourcing countries such as 

Bangladesh, Brazil, China, India, Indonesia, Malaysia, Pakistan, Portugal, Romania, 

Turkey, and Vietnam. Please find the supplier-level survey, as well as a complete 

overview of the data collection process at the supplier firms in section 5.2 of Chapter 5.  

Second, following Kostova and Roth (2002), we administered a survey amongst 88 

officers and researchers of local institutions to assess the favorability of informal 

institutions related to social sustainability in the home country of the suppliers. Because 

of their positions, all respondents were familiar with their respective home country 

informal institutions. Please find the institutional-level survey, as well as a complete 

overview of the data collection process at local institutions in section 5.3 of Chapter 5. 

Third, we used the policy drivers of the Responsible Competitiveness Index (RCI) to 

assess the favorability of the formal institutions related to social sustainability in the 

supplier country. The RCI policy instruments measure the strength of public policies and 

‘soft power’ for responsible business practices and include the following indicators: 

ratification of basic worker’s rights, rigidity of employment index, private sector 

employment of women, signing and ratification of environmental treaties, stringency of 

environment regulation, CO2 emissions per billion dollars, and responsible tax 

environment. Indicators are developed by the Institute of Social and Ethical 

Accountability based on data from Amnesty International, the International 

Organization for Standardization, International Labor Organization, Transparency 

International, World Economic Forum, and the World Bank (for details, see Zadek and 

McGillivray, 2007).   
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3.4.3. Measures 

Dependent Variable 

Following Waddock and Graves (1997) and Marano and Kostova (2015), we used a 

summative index of key performance indicators (KPIs) to measure social compliance. 

KPIs provide a standardized way of determining whether or not firms are meeting their 

objectives and goals. Both suppliers and buyers monitor such indicators over time and 

adjust plans and programs to improve the KPIs in support of the firm's strategic goals. 

KPIs for social sustainability were adopted from both previous studies and insights 

gained from the qualitative interviews with sustainability managers of Western MNEs. 

The measurement scale consists of five nominal variables. First, we asked the 

respondents whether internal audits (i.e., self-assessments) have been conducted at this 

manufacturing plant, and we coded it as one if internal audits were conducted, and zero 

otherwise. Internal audits may detect and prevent fraud within the supplier firm, and 

monitor compliance with firm policy and government regulation (Aravind & 

Christmann, 2011). Second, managers were asked whether workers can discuss issues of 

interest with the factory management and elicit their feedback through either (a) 

regular monthly individual meetings, (b) free and independent worker assemblies (e.g., 

trade unions), or (c) worker education trainings. If issues of interests were discussed 

through either of the above channels, we coded it as one, and zero otherwise. Providing 

a channel to access employee voices is important for compliance, since it increases 

employee engagement, enables effective decision-making, and drives innovation (Boiral, 

2007; Frenkel, 2001). Third, we asked respondents to name the person primarily 

responsible for social compliance at this plant and suggested the following categories: 

(a) factory manager/owner, (b) human resource manager, (c) quality manager, (d) 

social compliance manager, or (e) others. If respondents delegated responsibility to 

either a human resource manager, a quality manager, or a social compliance manager, 

we coded it as one, and zero otherwise.11 Delegating responsibility for compliance and 

assigning authority to middle managers contributes to a firm’s bottom-up evolution, 

which increases both employee empowerment and control functions within the firm 

(Frenkel, 2001; Huq et al., 2016). We also included two five-point Likert scale items. We 

asked the participants to respond to the following prompts ranging from “strongly 

                                                        
11 In some instances, the responsibility for social compliance is delegated to “other” middle managers 
within the supplier firms, namely the supplier’s production or sustainability manager. We coded these as 
one, too. 
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disagree” to “strongly agree”: “We clearly document the social sustainability policy and 

procedures, and continuously update them” and “We integrate financial and social 

sustainability reporting to make more informed assessments on our plants overall 

performance.” Both items were coded as one, if respondents “agreed” or “strongly 

agreed” to the statement, respectively, and zero otherwise. Well-written policies and 

procedures allow employees to clearly understand their roles and responsibilities 

within the firm (Boiral, 2011). Integrated reporting ensures alignment of social 

sustainability practices and a firm’s corporate mission and its strategic goals, and 

essentially secures top management support (Boiral, 2011; Frenkel, 2001; Weaver, 

Trevino, & Cochran, 1999). We measure compliance with social sustainability practices 

as a summary index because it is a formative construct (Strike, Gao, & Bansal, 2006). 

Higher scores on the index of social sustainability mean that a supplier complies with a 

broader scope of social sustainability practices. A list of the key constructs used in this 

study can be found in the Appendix B of this chapter. 

 

Independent Variables 

Buyer-Supplier Collaboration. Our measure of buyer-supplier collaboration was adapted 

from Jiang (2009) and Kumar, Scheer, & Steenkamp (1995). Participants were asked to 

report their agreements with the following four statements (1 = “strongly disagree” to 5 

= “strongly agree”): (1) “This customer works with us closely to implement the social 

sustainability policy (e.g., personal visits, training programs),” (2) “When we share our 

problems with this customer (e.g., material prices), we know that it will respond with 

understanding,” and (3) “This customer allows open two-way dialogue on the social 

sustainability policy, so that set targets can be established jointly.” The Cronbach’s alpha 

for this scale is 0.75. This measure was standardized. 

Favorability of Formal Institutions. Following previous work in this area (e.g., Marano 

& Kostova, 2015; Peng & Beamish, 2008), we measured the favorability of formal 

institutions by using the RCI.12 Unfortunately, the RCI data is only available for 2007 

(not 2015). As argued before (Peng & Beamish, 2008), however, this approach is 

appropriate because institutions generally change slowly and are relatively stable over 

                                                        
12 The RCI did not rate one country included in our sample, namely Vietnam. In this case, we used the 
average RCI score for the available neighboring countries (Marano & Kostova, 2015). Vietnam’s RCI score 
was calculated as the average score of Cambodia, and China (as the index does not include data for 
Vietnam’s other neighboring country, Laos). 
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time (North, 1991). To check the time-invariability of this measure, and thus the 

robustness of our results, we substituted the RCI data with a more recent measure on 

formal institutions. We used the Employment Right Index (ERI) of the CIRI Human 

Rights Data published in 2011, a widely used data set (e.g., Brieger, Francoeur, Welzel, & 

Ben-Amar, 2017; Cingranelli & Richards, 2010; Rathert, 2016) that examines a range of 

human rights practices in over 200 countries based on data from the US State 

Department and Amnesty International. The ERI measures a government’s respect for 

freedom and political rights, namely freedom of domestic and foreign movement, 

freedom of speech, freedom of assembly and association, workers’ rights, electoral self-

determination, and freedom of religion. When using the ERI data, our results remain the 

same as those reported in Table 3.3. Both measures are standardized for our analysis.  

Favorability of Informal Institutions. Following Kostova and Roth (2002), we 

designed a survey to measure the favorability of informal institutions related to social 

sustainability in the supplier countries. We asked 88 local researchers and officers from 

local trade and industry associations to report their level of agreements with the 

following five statements (1 = “strongly disagree” to 5 = “strongly agree”): (1) “It is 

expected in this country that manufacturing companies would have a high social 

performance,” (2) “There is a very strong message in manufacturing companies in this 

country that you can't stay in business nowadays if you do not adopt social policy,” (3) 

“People in this country know a great deal about social sustainability,” (4) “Social 

standards (e.g., SA8000, BSCI, WRAP) are widely used amongst manufacturing 

companies in this country,” and (5) “People in this country care a great deal about social 

sustainability at their workplace.” The Cronbach’s alpha for this scale is 0.85. This 

measure was also standardized. 

 

Control Variables 

To account for other factors that could possibly affect social compliance, we included a 

number of control variables at both the firm and country level. Firstly, we controlled for 

the country of the supplier’s most important buyer, thereby distinguishing between 

MNEs located in Western Europe and North America. Due to the different institutional 

structures and political legacies in Western Europe and North America, MNEs located in 

those geographical regions confront different stakeholder pressures and thus may 

respond differently to social sustainability requests in their global supply chains (Doh & 



64 
 

Guay, 2006). To control for the Buyer Country of Origin, we construct a dummy variable, 

which takes the value of one if the MNE is located in Western Europe, and zero if the 

buyer is located in North America. We also control for a supplier’s Dependence since 

compliance pressure by MNEs and the possible adverse effects of non-compliance may 

affect a supplier’s compliance with social sustainability practices. That is, when 

suppliers are dependent on MNEs, they may exhibit more compliance, because they feel 

obliged to do so. To illustrate the dependence of the supplier on the most important 

buyer, we asked the supplier to specify the percentage of total sales sold to this buyer 

(Noorderhaven, Nooteboom, & Berger, 1998). Furthermore, we account for Perceived 

Buyer Dependence since a higher dependence of this most important buyer on the 

respective supplier may be paired with more resource and financial support for supplier 

compliance (Ganesan, 1994). Using a five-point scale ranging from 1, “strongly disagree,” 

to 5, “strongly agree,” the supplier was asked to rate the following statements about its 

most important buyer: (1) “We are a major supplier to this customer in this market,” (2) 

“If we discontinued supplying to this customer, this customer would have difficulty 

making up the sales volume in this market,” and (3) “It is very costly for this customer to 

change to new suppliers in this market.” The internal consistency of buyer dependence 

was good (α=0.78). We also controlled for the presence of External Audits (i.e., third 

party or MNE initiatives) conducted last year at the supplier firm, since we expect that 

external monitoring will improve compliance of the supplier (Christmann & Taylor, 

2006). We constructed a dummy variable, which takes the value of one if external audits 

have been conducted in the previous year and zero otherwise. In addition, a supplier’s 

Export Experience may have an effect on its compliance (Jiang, 2009). We used “years of 

doing export business” to control for this issue. Furthermore, since previous studies 

have shown that exporting has a positive effect on compliance, (Christmann & Taylor, 

2006; Muller & Kolk, 2010) we accounted for a supplier’s Degree of Internationalization, 

which is measured as the percentage of the firm’s export profits to total profits. We also 

controlled for a supplier’s Profitability, since wealthier firms may have more resources 

and capacities to invest in a comprehensive social sustainability agenda (Marano et al., 

2017). We operationalized supplier profits as a perceived measure, which asks the 

respondents to rate the manufacturing plant’s profitability on a scale from 1 to 5, 

compared to its main competitor in the market. Furthermore, we accounted for a 

supplier’s Size, which is operationalized as the log of number of employees (Christmann 
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& Taylor, 2006). Previous studies have shown that larger suppliers are more likely to 

invest in social sustainability practices due to more resource availability and greater 

public scrutiny (e.g., Christmann & Taylor, 2006; Kennedy & Fiss, 2009; Marano & 

Kostova, 2015). Lastly, since previous studies have indicated that the overall level of 

corruption within a country may influence a firm’s sustainability policy (e.g., Montiel, 

Husted, & Christmann, 2012), we used the World Governance Indicator’s Control of 

Corruption data to account for a supplier’s Country Level of Corruption. We would note 

that the RCI index we used to measure the favorability of formal institutions does not 

account for country level of corruption. 

 

3.4.4. Construct Validity 

We assessed convergent and discriminant validity of all latent variables in our model by 

subjecting them to a confirmatory factor analysis using LISREL. Considering the 

relatively small sample size, the measurement model fit indices of the supplier-level 

variables are very good (χ²(8)=19.44, ρ<0.01; goodness of fit index [GFI]=0.98; 

confirmatory fit index [CFI]=0.99; incremental fit index [IFI]=0.99; normed fit index 

[NFI]=0.98; root mean square error of approximation [RMSEA]=0.06) (Hair, Black, & 

Babin, & Anderson, 2010). The composite reliability of each supplier-level construct 

exceeds the 0.70 threshold (see Table 3.1), and the AVEs for all supplier-level constructs 

are 0.50 or higher.13 Overall, each observed item relates strongly to its intended latent 

construct in support of convergent validity of all our latent variables. 

Discriminant validity reflects the degree to which two theoretical constructs differ 

from one another. As we determined from the values in Table 1, the AVE of each 

construct is greater than the square of the construct's correlations with all other factors 

(Hair et al., 2010). We also ran a chi square difference test to compare the χ² value 

between a fixed (set the correlations between the constructs at 1.0) and an unfixed 

model (free correlations between the constructs) for buyer-supplier collaboration and 

perceived buyer dependence. Compared to the fixed models, the unfixed model showed 

a significantly lower χ² value (ρ<0.00), indicating evidence of discriminant validity 

(Koufteros, 1999; O'Leary-Kelly & Vokurka, 1998). 

                                                        
13 We tested convergent validity of the favorability of informal institutions separately, since it is measured 
on the country-level. According to Hair et al. (2010), the measurement model fit indices of this construct is 
acceptable (χ²(5)=11.31, ρ>0.01; goodness of fit index [GFI]=0.95; confirmatory fit index [CFI]=0.97; 
incremental fit index [IFI]=0.97; normed fit index [NFI]=0.95; root mean square error of approximation 
[RMSEA]=0.12). The composite reliability and the AVE are 0.86 and 0.53, respectively.   
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Table 3.1 Construct Validity 

Construct and Scale Items 
Factor 

Loadings 
AVE 

Composite 
Reliability  

Cronbach's Alpha 
Squared 

Covariance 

Buyer-Supplier Collaborationᵅ   0.5 0.74 0.75 
vs. Perceived Buyer 

Dependence: 
1. Close Collaborationᵉ 0.67ᵉ       0.24 

2. Problem Sharing 0.69         

3. Two-Way Dialogue 0.75         

      

Favorability of Informal Institutionsᵇᵈ   0.53 0.86 0.85   

1. High Expectationsᵉ 0.65ᵉ         

2. Strong Message 0.69         

3. Knowledge 0.76         

4. Social Standards 0.72         

5. People Care 0.82         

      

Perceived Buyer Dependenceᶜ   0.55 0.74 0.78   

1. Major Supplierᵉ 0.72ᵉ         

2. Make up Sales Volumes 0.85         

3. Costly to Change 0.65         

ᵅ Items retrieved from Jiang (2009) and Kumar et al. (1995) 

  

ᵇ Items retrieved from Kostova and Roth (2002) 

ᶜ Items retrieved from Noorderhaven et al. (1998) 

ᵈ Survey data is collected from 88 officers of local industry and trade associations, and local researchers 

ᵉ Item was fixed to 1 to set the scale 
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3.4.5. Common Method Variance 

We used three methods to reduce the risk of common method variance (CMV). First and 

most importantly, we obtained information about the dependent variable (social 

compliance) and the two independent variables (the favorability of formal and informal 

institutions) from different data sources (Chang, van Witteloostuijn, & Eden, 2010). 

Second, all items included in the composite measure of the dependent variable were 

scattered throughout the survey to avoid the effects of consistent artifacts (Podsakoff, 

MacKenzie, Lee, & Podsakoff, 2003). Third, for a subset of items, data on the dependent 

variable and some latent variables at the supplier-level were obtained from single 

respondents. For this subset, we assessed the possible presence of CMV by using both a 

Harman’s one-factor test (Podsakoff et al., 2003; Steensma, Tihanyi, Lyles, & Dhanaraj, 

2005) and a confirmatory factor analysis, in which all items were loaded on one 

common factor to examine the model fit (Korsgaard & Roberson, 1995; Mossholder, 

Bennett, Kemery, & Wesolowski, 1998). The factor analysis reveals the presence of 

multiple distinct factors with eigenvalues greater than 1.0, rather than a single factor, 

and the first factor did not account for a majority of the variance. This lack of a common 

factor is confirmed in a confirmatory factor analysis. A single-factor model does not fit 

the data well (χ²(9)=224.16, ρ<0.00; goodness of fit index [GFI]=0.84; confirmatory fit 

index [CFI]=0.8; root mean square error of approximation [RMSEA]=0.25) (Hair et al., 

2010). While the results of these analyses do not preclude the possibility of CMV, they do 

suggest that it is not of great concern and thus is unlikely to confound the 

interpretations of our results. 

 

3.5. Results 

Table 3.2 presents the descriptive statistics and the correlation matrix. The correlation 

matrix indicates that social compliance has bivariate correlations of 0.36 with buyer-

supplier collaboration, -0.04 with the favorability of formal institutions, and 0.09 with 

the favorability of informal institutions, all at acceptable levels for our analysis. 

Moreover, low correlations among our independent variables and small variance 

inflation factor (VIFs)–the mean VIFs in our full model (Model 7) is 1.52 which is well 

below the recommended threshold value of 10 (Kutner, Nachtsheim, & Neter, 2004)–

suggest that multicollinearity is not an issue in our data. 
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Table 3.2. Means, Standard Deviations, and Correlations 

Variables Mean Std. 1 2 3 4 5 6 7 8 9 10 11 12 

1. Social Compliance 3.42 1 
 

                      

2. Buyer-Supplier  
Collaborationᵃ 

0 1 0.36 
 

                    

3. Favorability of 
Formal Institutionsᵃ 

0 1 -0.04 -0.02 
 

                  

4. Favorability of 
Informal Institutionsᵃ 

0 1 0.09 0.08 0.25 
 

                

5. Buyer Country of 
Origin ͨ 

0.62 0.49 0.00 -0.05 0.20  -0.13 
 

              

6. Dependence 32.05 24.41 -0.05 0.00 0.13  -0.17 0.02 
 

            

7. Perceived Buyer 
Dependence  

3.09 0.85 0.32 0.39  -0.09 -0.01 -0.05 0.21 
 

          

8. Presence of 
External Auditsͨ 

0.76 0.43 0.18 0.07  -0.10 -0.04 -0.06  -0.11 0.04 
 

        

9. Export Experience 14.55 9.85 0.18 0.09* 0.21 -0.01 0.00 -0.02 0.10 0.11 
 

      

10. Degree of 
Internationalization 

65.27 33.12 0.16 0.04 0.19  -0.19 0.04 0.43 0.21 0.15 0.08 
 

    

11. Profitability  3.15 0.71 0.32 0.35  -0.22 -0.01  -0.09 -0.07 0.35 0.12 0.08  -0.09 
 

  

12. Sizeᵇ 6.06 1.70 0.43 0.14 -0.06 0.12  -0.15 -0.03 0.09 0.34 0.23 0.21 0.16 
 

13. Country Level 
Corruption 

-0.30 0.47 0.26 -0.07  -0.35  -0.17  -0.15 -0.05 -0.03 0.19 -0.05 0.20 -0.02 0.63 

n=381; ᵃ=standardized; ᵇ=log value; ͨ=binary variable 
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We estimated OLS regression with cluster-robust standard errors. We clustered on the 

country-level since we expect that a supplier’s compliance within each country may be 

correlated, i.e., the error terms are correlated within each country (but uncorrelated 

across countries).14 Endogeneity under this empirical framework is not a major concern 

for our research due to two reasons: firstly, reverse causality from a supplier’s social 

compliance to our independent variables (i.e., buyer-supplier collaboration, and the 

favorability of formal and informal institutions) is very unlikely, since compliance is an 

organizational response strategy, which is induced externally (Meyer & Rowan, 1977; 

Oliver, 1991). By using institutional theory, we argue that a supplier complies with 

social sustainability practices, because the supplier is embedded in a favorable 

institutional environment, which prescribes the adherence to social sustainability 

practices (DiMaggio & Powell, 1983; Scott, 2008). Secondly, by closely following the 

sustainable supply chain literature and empirical studies on institutions and 

sustainability, we controlled for numerous factors, which may potentially induce an 

omitted variable bias. In addition, we rely on the Ramsey-RESET test to mitigate 

concerns for model misspecification and omitted variable bias (Modi, Wiles, & Mishra, 

2015; Ramsey, 1969). Results for our full model (Model 7) are insignificant, indicating 

that missing variables do not bias our results and conclusions (ρ=0.13). Table 3.3 

represents the main results.  

Model 1 represents the model with control variables only. Model 2, 3, and 4 report 

the main test of Hypothesis 1 and Hypotheses 2a and 2b, while Model 5 and 6 provide 

the main test of Hypotheses 3a and 3b. Model 7 constitutes the full model incorporating 

both interaction effects simultaneously. Hypothesis 1 predicts that buyer-supplier 

collaboration is positively related to social compliance. We found a positive and 

significant (β=0.26, ρ=0.02) effect of collaboration on a supplier’s social compliance. In 

Model 5-7, this effect is also positive and significant, leading us to conclude that 

Hypothesis 1 is supported.  

                                                        
14 Alternatively, since our dependent variable is a summative index of KPIs, we also estimated an ordinary 
logistic regression to check the robustness of our results. When using an ordinary logistic regression, our 
results remain qualitatively similar to the results reported in Table 3.3. 
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Table 3.3. OLS Regression Results with Cluster-Robust Standard Errors 

Independent Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6  Model 7  

Buyer-Supplier Collaboration (H1)   
0.26** 
(0.02) 

    
0.26*** 
(0.01) 

0.26** 
(0.01) 

0.26*** 
(0.00) 

Favorability of Formal Institutions (H2a)     
0.07 

(0.63) 
  

0.08 
(0.56) 

  
0.05 

(0.68) 

Favorability of Informal Institutions (H2b)       
0.12** 
(0.04) 

  
0.13** 
(0.03) 

0.12** 
(0.04) 

Buyer-Supplier Collaboration* Favorability of 
Formal Institutions (H3a) 

        
 -0.10* 
(0.07) 

  
 -0.12** 
(0.02) 

Buyer-Supplier Collaboration* Favorability of 
Informal Institutions (H3b) 

          
0.07** 
(0.05) 

0.09** 
(0.02) 

Buyer Country of Origin 
0.22** 
(0.05) 

0.22* 
(0.06) 

0.20** 
(0.04) 

0.25** 
(0.02) 

0.21* 
(0.06) 

0.26** 
(0.03) 

0.24** 
(0.02) 

Dependence 
 -0.01 
(0.35) 

0.00 
(0.39) 

 -0.01 
(0.34) 

0.00 
(0.41) 

 -0.01 
(0.35) 

0.00 
(0.48) 

0.00 
(0.45) 

Perceived Buyer Dependence  
0.33*** 
(0.00) 

0.24*** 
(0.00) 

0.34*** 
(0.00) 

0.33*** 
(0.00) 

0.22*** 
(0.01) 

0.24*** 
(0.00) 

0.21** 
(0.01) 

Presence of External Audits 
 -0.01 
(0.98) 

0.00 
(1.00) 

0.01 
(0.95) 

0.02 
(0.91) 

0.02 
(0.94) 

0.04 
(0.83) 

0.05 
(0.8) 

Export Experience 
0.01 

(0.28) 
0.01 

(0.25) 
0.01 

(0.28) 
0.01 

(0.21) 
0.01 

(0.23) 
0.01 

(0.19) 
0.01 

(0.15) 

Degree of Internationalization 
0.00 

(0.13) 
0.00 

(0.15) 
0.00 

(0.19) 
0.00* 
(0.09) 

0.00 
(0.26) 

0.00 
(0.15) 

0.00 
(0.3) 

Profitability  
0.34** 
(0.02) 

0.27** 
(0.02) 

0.36*** 
(0.00) 

0.36** 
(0.01) 

0.26*** 
(0.01) 

0.29*** 
(0.01) 

0.27*** 
(0.01) 

Size 
0.23*** 
(0.00) 

0.20** 
(0.01) 

0.22*** 
(0.01) 

0.19** 
(0.01) 

0.18** 
(0.02) 

0.16** 
(0.03) 

0.15** 
(0.04) 

Country Level of Corruption 
0.18 

(0.25) 
0.29 
(0.1) 

0.26 
(0.25) 

0.30* 
(0.1) 

0.36 
(0.12) 

0.43** 
(0.04) 

0.47* 
(0.07) 

 
              

Constant 
 -0.43 
(0.35) 

0.19 
(0.39) 

 -0.44 
(0.29) 

 -0.44 
(0.34) 

0.42 
(0.24) 

0.16 
(0.42) 

0.43 
(0.23) 

        

R² 0.31 0.34 0.31 0.32 0.35 0.35 0.36 

n=381 
*ρ<0.10; **ρ<0.05; ***ρ<0.01 (p-values in parentheses) 
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Hypothesis 2a posits that favorable formal institutions in the supplier’s home country are 

positively linked to supplier compliance. Contrary to our expectations, we found a positive 

but insignificant (β=0.07, ρ=0.63) effect of the favorability of formal institutions on a 

supplier’s social compliance. This effect is also positive and insignificant in Model 5 and 7. 

Hence, we cannot support Hypothesis 2a. Hypothesis 2b states that favorable informal 

institutions in the supplier’s home country are positively associated with a supplier’s social 

compliance.  As expected, we found a positive and significant  (β=0.12, ρ=0.04) effect of the 

favorability of informal institutions on supplier compliance. This effect is also positive and 

significant in Model 6 and 7. We can thus support Hypothesis 2b.  

Hypothesis 3a proposes that favorable formal institutions positively moderate the 

relationship between buyer-supplier collaboration and a supplier’s social compliance. The 

effect of the interaction term is negative and significant in both Model 5 (β=-0.12, ρ=0.08) 

and in Model 7 (β=-0.01, ρ=0.02). We thus cannot support Hypothesis 3a. Figure 3.1 

visualizes how the interaction effect between buyer-supplier collaboration and the 

favorability of formal institutions influences a supplier’s compliance with social 

sustainability practices (Meyer et al., 2017). We specifically considered the margin of error 

with which the interaction is estimated and report the confidence intervals for the 

interaction effect over the relevant range of the explanatory variable. The outer lines 

represent the 95% confidence interval for the interaction line, which shows the marginal 

effect of buyer-supplier collaboration on compliance for all country scores of formal 

institutions. When both lines of the confidence interval are above and below the horizontal 

zero-line, the interaction is significant. In Figure 3.1 we can clearly see that buyer-supplier 

collaboration is only beneficial for a supplier’s compliance when the supplier is located in 

countries with unfavorable formal institutions. 
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Figure 3.1. Marginsplot with Confidence Intervals (Formal Institutions) 

 

Hypothesis 3b suggests that favorable informal institutions positively moderate the link 

between buyer-supplier collaboration and supplier compliance. We found a positive and 

significant effect for the interaction term in both Model 6 (β=0.07, ρ=0.05) and Model 7 

(β=0.09, ρ=0.02). We can thus support Hypothesis 3b. Figure 3.2 visualizes how the 

interaction effect between buyer-supplier collaboration and favorable informal institutions 

influences a supplier’s compliance with social sustainability practices. We can clearly see 

that the effect of collaboration on supplier compliance is conditional on the favorability of 

informal institutions in the supplier’s home country: when informal institutions are 

favorable to social sustainability, then buyer-supplier collaboration stimulates supplier 

compliance. Contrariwise, when informal institutions are unfavorable, then collaboration 

has no effect on social compliance.  
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Figure 3.2. Marginsplot with Confidence Intervals (Informal Institutions) 

 

3.6. Discussion 

3.6.1. Theoretical Implications 

This study empirically shows how buyer-supplier collaboration and institutional forces in 

the supplier’s country influence a supplier’s compliance with social sustainability practices. 

We argued that buyer-supplier collaboration is particularly effective for a supplier’s social 

compliance as MNE support signals an MNE’s genuine interest for a supplier’s 

implementation of social sustainability practices, and enables a supplier to enhance its 

capabilities and understanding for social sustainability. Our results provided strong 

support for this relationship and confirm previous investigations that buyer-supplier 

collaboration in a supplier’s compliance process leads to more social sustainability 

practices (Huq et al. 2016; Locke et al., 2007).  

In addition, we hypothesized that favorable local institutional forces affect a supplier’s 

social compliance. As hypothesized, we found that favorable informal institutions in the 
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supplier home country transmit strong normative and mimetic pressures for social 

sustainability through non-state stakeholders. Hence, non-state stakeholders such as NGOs, 

the media, and consumers, as well as competitors successfully promote sustainability 

initiatives and constrain social misconduct which leads to more compliance at the supplier 

firm. Different from what we anticipated, however, our results suggested that the 

favorability of formal institutions–strong coercive pressures for social sustainability 

transmitted through governmental laws and regulations-has no direct effect on a supplier’s 

social compliance. Since social sustainability is not easily observed or quantifiable 

(Wilhelm et al., 2016), it may be difficult for regulatory bodies to detect social misconduct 

and essentially exert direct pressure on suppliers to comply with social standards. 

Different from environmental standards that can more easily be coerced “from above” (e.g., 

Wu et al., 2014) social sustainability requires substantiated supportive societal values and 

cultural expectations within the respective country. It is thus important to understand how 

informal pressures and monitoring activities from non-state stakeholder such as NGOs and 

other “horizontally positioned peer organizations or groupings” (Boxenbaum & Jonsson, 

2008: 80) can assist local governments in constraining social sustainability misconduct. 

Hence, our results contribute to the general discourse on institutional theory in supply 

chain management (Kauppi, 2013) as they suggest that the underlying institutional 

mechanisms for one domain (social sustainability) may be different from another (e.g., 

environmental sustainability).  

Most importantly, we showed that the efficacy of buyer-supplier collaboration is 

dependent on the supplier country’s institutional context. As anticipated, we found that a 

favorable informal institutional environment, which promotes social norms and cognitive 

skills for social sustainability, strengthens the effect of buyer-supplier collaboration on a 

supplier’s social compliance, since it increases a supplier’s willingness and capacity to 

accept directions and support from the buyer. Contrary to what we expected, however, our 

results suggested that buyer-supplier collaboration is not effective for a supplier’s social 

compliance if the supplier is located in a country with strong formal favorable institutions. 

We provide the following explanation for this counter-intuitive finding: suppliers located in 

countries with well-developed formal institutions may be less receptive to a buyer’s 

compliance requests, when they are already legally coerced to adopt a social policy. A 
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buyer’s attempt to reach out to its suppliers and collaborate with them may be perceived as 

unnecessary inference in the suppliers’ business operations. Thus, suppliers may be less 

willing to work with the MNEs, when social standards are already externally enforced by 

governmental regulations. Conversely, in unfavorable formal institutional settings–where 

we found a positive effect–labor laws are weak and underdeveloped, and a supplier’s 

compliance is mainly driven by the buyer’s request. In these settings, suppliers are more 

willing and motivated to accept an MNE’s support, because compliance can strengthen 

their competitive position in a market and increase their attractiveness for other Western 

investors.  

 

3.6.2. Managerial Implications 

Our study also holds practical implications for managers in MNEs who seek to improve the 

sustainability performance of their suppliers. MNEs should focus their collaborative 

activities with suppliers located in countries with favorable informal institutions for social 

sustainability by offering long-term contracts for suppliers and investing in regular 

trainings with them. In countries with strong formal institutions, MNEs can assume strong 

existing coercive pressures on suppliers for sustainability and should rather focus on other 

means to enhance their suppliers’ sustainability performance further. However, even in 

countries with less favorable informal institutions for social sustainability, MNEs could try 

to exert ‘institutional entrepreneurship’ (Battilana, Leca, & Boxembaum, 2009) and engage 

with local stakeholders. In other words, MNEs may improve the infrastructure of local 

NGOs, which would lead to more social sustainability attention within in the country 

(Muller, 2006). For example, in 2014 fashion retailer H&M and Solidaridad have formed a 

strategic alliance to achieve a more sustainable textile production chain. More recently, 

Solidaridad has launched a new pilot initiative in cotton together with H&M, which would 

ultimately promote sustainable cotton production in Ethiopia (Solidaridad Network, 2015). 

Thus, by moving away from dominant Western (social sustainability) logics, MNEs could 

tailor their (social sustainability) support for their supplier operations to local conditions, 

challenges, and priorities. That is, rather than imposing Western standards of social 

behavior on suppliers located in less favorable institutions, MNEs should try to understand 
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and reflect upon institutional differences, e.g., by engaging in a dialogue with their local 

stakeholders (Campbell, 2007). 

 

3.6.3. Limitations and Future Research 

We also note several limitations in our study. First, while we provided evidence that both 

relational and institutional factors in the supplier home country induce compliance, we do 

not directly assess the quality of compliance with social sustainability practices. Although 

our measure of compliance is based on “specific facts that are either easy to navigate or few 

in numbers” (Bansal & Kistruck, 2006: 178), which decreases the risk of social 

sustainability symbolism, future research should combine factual data with subjective 

measures to assess the quality of compliance. For example, future studies could collect 

subjective data from management and employees to understand the actual work routines 

and practices on the factory floor.  

Second, our focus on footwear and apparel suppliers allows us to control for inter-

industry differences in the antecedents of social sustainability compliance, but also 

prevents us from testing whether our predictions will hold in other industries and in other 

countries with different institutional environments. Future research may replicate this 

study to examine the robustness of our findings across other industries with similar 

peculiarities; that is, with strong global pressures for social sustainability, vertical 

integration in global supply chains and narrow profit margins and low skill manufacturing. 

Examples might be found in electronics or toys (e.g., Egels-Zanden, 2007; Jiang, 2009). 

Although we believe that our results could well extend to other similar industries, caution 

should be exercised when generalizing our findings to all industries.  

Finally, in contrast to most empirical studies which collect data from large MNEs only 

(e.g., Hajmohammad & Vachon, 2017; Marano & Kostova, 2015), we used survey 

methodology to collect data at the supplier level. Although supplier level data helped us to 

understand whether and why global supplier firms comply with social sustainability 

practices, future research should collect dyadic data from both MNEs and suppliers. MNEs 

may have different rationales for outsourcing their production, and transferring social 

sustainability practices to their global supply chain partners (e.g., Tong, Lai, Zhu, Zhau, 

Chen, & Cheng, 2018). Although we tried to reduce such variation among MNEs by only 
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selecting apparel and footwear firms which supply to MNEs located in Western Europe or 

North America, we acknowledge that the social sustainability agenda of some MNEs may be 

different from others, which potentially influences supplier compliance. 

 

3.7. Conclusion 

We conclude that the effect of buyer-supplier collaboration on a supplier’s compliance is 

context-specific and does not suffice as a one-size-fits-it-all solution to all suppliers in an 

MNE’s global production network. In particular, buyers should focus their collaborative 

activities to support the supplier’s compliance process in institutional settings, which 

provide a favorable (normative and cultural-cognitive) climate, in which suppliers are 

willing and capable to absorb a buyer’s knowledge for increased social compliance, but 

exert weak legal coercion in this regard. Hence, we can conclude that in countries like 

Bangladesh, in which workers are very aware of the importance of social sustainability, and 

the accompanying risks of potential non-compliance (e.g., increased media and NGO 

presence after the Rana Plaza building collapse in 2013), but where strict labor laws are 

still absent, buyer-supplier collaboration is beneficial for a supplier’s compliance with 

social sustainability practices. 
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Appendix B 

B1. List of Key Constructs 

Variables Key References 

    

      (a) Dependent Variable   

Social Sustainability Complianceᵅ   

1. Who is primarily responsible for social compliance in this plant?ᵇ 
a) Factory manager/owner, b) Human Research (HR) manager, c) Quality 
manager, d) Social Compliance manager, e) Others  

Frenkel (2001), Huq et al. (2016) 

2. Have internal social audits (i.e. self-evaluation) been conducted at this 
manufacturing plant?ᶜ 

Aravind and Christmann (2011) 

3. Can workers discuss issues of interest with the factory management, 
and elicit their feedback? 
Is yes, through which channels:ᵈ 
a) Regular monthly individual meetings, b) Free and independent worker 
assemblies (e.g. trade unions), c) Worker education trainings, d) Others 

Boiral (2007), Frenkel (2001) 

4. We clearly document the social sustainability policy and procedures, 
and continuously update  
them.ᵉ 

Boiral (2011) 

5. We integrate financial and social sustainability reporting to make more 
informed assessments  
on our plants overall performance.ᶠ 

Boiral (2011), Weaver et al. (1999) 

    

      (b) Independent Variables    

Buyer-Supplier Collaborationᵍ Jiang (2009), Scheer et al. (1995) 

Please answer the following questions with regards to your 
manufacturing plant’s most important customer (e.g. with regards to sales 
or reference), which is located in North America or Western Europe. 

  

1. This customer works with us closely to implement the social 
sustainability policy (e.g. personal visits, training programs). 

  

2. When we share our problems with this customer (e.g. material prices), 
we know that it will respond with understanding..  

  

3. This customer allows open two-way dialogue on the social 
sustainability policy, so that set targets can be established jointly. 

  

    

Informal Institutionsʰʲ Kostova and Roth (2002) 

1. It is expected in this country that manufacturing companies would have 
a high social performance. 

  

2. There is a very strong message in manufacturing companies in this 
country that you can't stay in business nowadays if you do not adopt 
social policy. 

  

3. People in this country know a great deal about social sustainability.   

4. Social standards (e.g. SA8000, BSCI, WRAP) are widely used amongst 
manufacturing companies in this country. 

  

5. People in this country care a great deal about social sustainability at 
their workplace. 
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 B1. List of Key Constructs (continued)  

Variables Key References 

    

 
      (c) Control Variables   

Supplier Dependenceⁱ Ganesan (1994) 

Please answer the following questions with regards to your 
manufacturing plant’s most important customer (e.g. with regards to sales 
or reference), which is located in North America or Western Europe. 

  

1. We do not have a good alternative to this customer.   

2. It would be difficult for us to replace this customer.   

3. If our relationship was discontinued with this customer, we would have 
difficulty in making up the sales volume. 

  

    

External Audits Christmann and Taylor (2006) 

How many external social audits (i.e. 3rd party or customer initiative) 
have been conducted last year?  

  

    

Supplier Export Profits Muller and Kolk (2010) 

From this plant’s total export profits, what percentage is sold to 
customers located in North America or Western Europe?  

  

    

Supplier Profits Marano et al. (2017) 

Compared to our competitors in the market, this manufacturing plant’s 
total profit is ___ ? 

  

    

Supplier Size Christmann and Taylor (2006) 

How many workers does this manufacturing plant employ?      

    

Buyer Country  Doh and Guay (2006) 

In which country is this customer’s headquarter located?      

ᵅ Summative Index of Key Performance Indicators (KPIs) 

ᵇ Binary variable: one if responsibility for social sustainability is delegated to b) HR manager, c) quality manager, or d) social 

compliance manager, and zero otherwise.  

ᶜ Binary variable: one if yes, and zero otherwise 

ᵈ Binary variable: we assigned a one if the following feedback channels were selected: a) regularly monthly individual meetings, 

b) free and independent  

worker assemblies, or worker education training, and a zero otherwise.  

ᵉᶠᵍʰⁱ Measured on a 5-point Likert Scale, ranging from "strongly disagree" to "strongly agree" 

ʲ Survey data is collected from 88 officers of local industry and trade associations, and local researchers 
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