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Sustainable supply chain management (SSCM) has become an important business practice and
an attractive area of research. Previously, studies on SSCM has been mainly focused on
examining big international companies, while relatively little research has been conducted on
integration of sustainability principles into management of supply chains (SC) by small and
medium sized enterprises (SMEs). However, SMEs play an important role in the economy; and
sustainable practices in SMEs are considerably different from those employed in the larger

companies.

The purpose of this study is to introduce a holistic overview of the practices though which SMEs
representing food industry in Finland integrate sustainability into their supply chain management
(SCM) practices. This qualitative study looks into sustainability practices performed by seven
local food producers in relation to the conceptual framework developed based on the relevant
SSCM literature. The primary data in this study was collected through personal interviews with
SCM professionals representing seven case companies; and every conversation was recorded

and transcribed for the further analysis.

Findings of the study reveal that local food-producing SMEs in Finland incorporate sustainable
principles into all the aspects of SCM practices defined in the conceptual framework, namely:
reasons for SSCM, sustainability as a part of strategy, characteristics of suppliers,
organizational culture, production and logistics, barriers and challenges. Accordingly, this study
contributes to the ongoing conversation about SSCM, and SSCM in SMEs in particular. In
addition to theoretical implications, it also offers a number of practical insights that can be used
by SC managers.
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Vastuullisesta toimitusketjun hallinnasta on tullut térkea liiketoimintakaytantdé ja houkutteleva
tutkimusalue. Aiemmin vastuullisen toimitusketjun hallinnan tutkimukset ovat keskittyneet
l[&hinn& suurten kansainvalisten yritysten tutkimiseen, kun taas vastuullisten periaatteiden
siséllyttdminen pienten ja keskisuurten yritysten (pk-yritykset) toimitusketjujen hallintaan on
suhteellisen vahaa. Pk-yrityksilla on kuitenkin tarkea rooli taloudessa, ja vastuulliset kaytannot

pk-yrityksissa ovat huomattavan erilaisia kuin suurissa yrityksissa.

Taman tutkimuksen tarkoituksena on esittda kokonaisvaltainen yleiskuva kaytannéista, joiden
avulla suomalaiset elintarviketeollisuudenyritykset yhdistavat vastuullisuuden toimitusketjun
hallintaan. Tdma laadullinen tutkimus tutkii seitseman suomalaisen elintarviketuottajan
vastuullisuuden kaytantta suhteessa kasitteelliseen viitekehykseen, joka on kehitetty relevantin
vastuullisen toimitusketjun hallinnan kirjallisuuden perusteella. Tutkimuksen ensisijaiset
lahdetiedot kerattiin henkilokohtaisilla haastatteluilla toimitusketjuammattilaisten kanssa, jotka
edustivat seitsemaa yritysta. Jokainen haastattelu &énitettiin ja kirjoitettiin puhtaaksi analyysia
varten.

Tutkimuksen havainnot osoittavat, ettd suomalaiset -elintarviketeollisuuden pk-yritykset
siséllyttavat vastuullisia periaatteita toimitusketjun hallinnan kaytantdihin, kuten kasitteellisessa
viitekehyksessa kaydaan lapi, joita ovat: kestavyys osana strategiaa, toimittajien ominaisuudet,
organisaatiokulttuuri, tuotanto ja logistiikka ja esteet ja haasteet. Nain ollen tama tutkimus
edesauttaa kaynnissa olevaa keskustelua vastuullisuudesta toimitusketjussa, erityisesti pk-
yrityksissa. Teoreettisten vaikutusten liséksi se tarjoaa myos useita kdaytannoén nakemyksia, joita

toimitusketjun johtajat voivat kayttaa.
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1. INTRODUCTION

In recent years, sustainable supply chain management (SSCM) has become an important
topic receiving a lot of attention from both academics and practitioners (Ageron,
Gunasekaran and Spalanzani, 2011), who have realized the need to integrate sustainable
approaches into supply chain management (SCM) practices (Ahi and Searcy, 2013). This
study focuses on integration of sustainability into SCM from the perspective of Finnish food-
producing small and medium-sized enterprises (SMESs), paying careful attention to different

aspects of the SCM practices defined in this thesis.

This introductory chapter presents the background of the study, defines the research
problem as well as the objectives of the study and the scope of it. In addition, it provides
with the definitions for the key concepts relevant for this study and describes the overall

structure of this thesis.

1.1 Background of the study

Over the past two decades, companies have been experiencing a lot of pressure to
incorporate sustainability into their SCM practices because of the growing demand for
responsible behaviour coming from different stakeholder groups, including governments,
customers and NGOs (Seuring and Muller, 2008). Accordingly, sustainability has become
a part of many business operations performed by companies all over the world; and this
has also been reflected on the way supply chains (SCs) are managed (Ageron,
Gunasekaran and Spalanzani, 2011). As a result, today we are often talking about SSCM,
which can be defined as fthe management of material, information and capital flows as well
as cooperation among companies along the supply chain while taking goals from all three
dimensions of sustainable development, i.e., economic, environmental and social, into
account which are derived from c¢ ug¢Sewimyeand
Mdaller, 2008, pp.1700).

SSCM is not a new topic; and a lot of studies have been done in this area. However, the
extant research on integration of sustainability into SCM practices has mainly been focused
on big international companies such as Nike, Adidas, Unilever, Apple, etc. (e.g. Ageron,
Gunasekaran and Spalanzani, 2011; Patel, 2016); while relatively little attention has been

paid to smaller companies such as SMEs (e.g. Moore and Manring, 2009). Also, previous



studies have been mainly focused on the development of sustainable strategies
perspective, ignoring the question of how smaller companies operating locally actually

perceive integration of sustainability into their SCM practices.

Being a Finnish citizen, | appreciate products that are produced locally, especially by
smaller manufactures. However, when it comes to the question about SSCM, there is rather
limited information available online; and, to the best of my knowledge, there is ho academic
research addressing this particular area; albeit, there are some studies that focus on SSCM
in such large Finnish companies as Kesko (Kuisma, 2003). At the same time, the extant
literature on SSCM in Finland suggests that this marketisian i nter esting sou
where the demand for assurance of sustainability of the supply chain is continuedly
increasing (Laari, Toyli and Ojala, 2017). This is motivated by both regulations and the
change of consumer behavior (Kontinen and Ojala, 2012). Thus, through this study | explore
SSCM in the context SMEs, addressing issues that were previously overlooked in the
SSCM studies.

1.2 Research problem and aim of the study

The literature review suggests that there is a gap in the extant research on SSCM. In
particular, previous studies have been mainly focused on the big international companies,
which have been implementing a lot of changes in their SCM practices (e.g. development
of sustainability criteria for suppliers) mainly because of the pressure coming from such
stakeholders as governments, customers and NGOs (Seuring and Mdller, 2008) as well as
media, that has been actively discussing sustainability issues (e.g. Clifford, 2013). However,
SMEs are an important part of countries’ economies (Kot, 2018); and, therefore, their

position concerning SSCM should not be ignored.

In this study, the focus is made on examining the perspective of SMEs in Finland, with an
attempt to understand how such companies integrate sustainability practices in their SCM.
Importantly, the scope of this thesis is limited to the food-producing companies only, in order
to offer industry-specific insights as well as reach more consistent and representative

outcomes. Accordingly, the research question of this study can be formulated as follows:

How do food-producing Finnish small and medium-sized companies incorporate

sustainability into their supply chain management practices?



Hence, this study aims to investigate the sustainability practices which small and medium-
sized local companies in Finland consider when managing their supply chains from the
value-creation perspective. The motivation behind this focus is that the prime reason why
SMEs invest in sustainability is the opportunity to increase its value, and in particular profits
(Moore and Manring, 2009). In addition, this study addresses the triple bottom line, which
can be seen as the core of SSCM and looks at SSCM practices. Finally, this thesis looks at
SSCM in the procurement context of SCM, which allows to further narrow the scope of this
study. Prominently, sustainable purchasing practices have an impact on all the aspects of
a SC involving companies’ employees, suppliers and customers (Carter, 2004), which is

allied with the objectives of this study.

This study contributes to the ongoing conversation about SSCM and SSCM practices
performed in SMEs in particular. The primary data for this research was collected with a
help of qualitative interviews with seven representatives of Finnish food-producing SMEs
that are responsible for SCM. The interviews were conducted with a help of the interview
guide (Appendix 1) during the Summer of 2018 in Helsinki area; and the questions for the
interviews were developed based on the conceptual framework which is introduced in the

following chapter.

1.3 Definition of the key concepts

This study was built around a number of important concepts which all are introduced in the
following chapter. For most of them, there are no universal definitions introduced in the
extant literature, although scholars agree on a number of important aspects related to each
of them. In order to avoid confusion concerning meanings behind important concepts,
relevant for this study definitions are introduced in the Tablel. Reasonings for the chosen
definitions are also presented in the following chapter of this thesis making it clearer why

certain definitions are considered to be of a better fit for the study.

Importantly, CSR and sustainability are considered to be absolute synonyms in the context
of this thesis. This is because business sustainability initiatives are often are usually include
corporate social responsibility (CSR) as a part of it (Ahi and Searcy, 2013). Besides, in this
study, differences between the two concepts do not affect the outcomes; and, therefore,

sustainability in this thesis often includes meaning of CSR.



Table 1. Definitions of the key terms

Definition

Source

Handfield and Nichols
(1999)

Supply Chain
(SC)

firhe supply chain encompasses all activities associated with the flow
and transformation of goods from raw materials stage (extraction),
through to the end user, as well as the associated information flows.
Material and information flowboth up and down t he

WC on Environment
and Development

(1987)

Sustainability y to meet the needs

it
ty of future generatio

Finnish SMEs | European Commission | Companies with staff headcount of < 250 people, turnover amounted

(2009) for <€ 50 million (or balance sheet total < € 43 million, which are >50%
Tilastokeskus owned by Finnish nationals.
(2018) In this study, the scope is narrowed to food-producing SMEs.

1.4 Structure of the thesis

This thesis is organized into five parts. The following chapter reports the outcomes from the
literature review and introduces the conceptual framework. Then, the methodology chapter
discusses the research design, describing and justifying the chosen research methods for
this qualitative study. It presents a multiple-case study approach in which data was collected
with a help of qualitative interviews with representatives of seven case companies. In
addition, this chapter explains how the analysis of the data were made and assesses the

quality of this study.

The fourth chapter reports findings deriving from the interviews, which help to answer the
research question of the study on how Finnish food-producing SMEs integrate sustainability
into their SCM practices. The final chapter includes general discussion and conclusions
starting with a discussion of the finding, which are organized into different themes based on
the results from the interviews. Then, it also summaries conclusions and introduces
theoretical and managerial implications. Finally, concluding chapter discusses limitations of
this study and provides with suggestions for the future research related to SSCM in SMEs.
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2. SUSTAINABLE SUPPLY CHAIN MANAGEMENT

This chapter introduces the review of extant literature on SSCM and forms the conceptual
framework of the study. It begins with a definition of SSCM, which is the main focus of this
study. Then, it moves towards the relevant literature related to SSCM, including such
themes as reasons for integration of sustainability into SCM practices and different SSCM
frameworks previously introduced by scholars. In addition, this chapter provides with a short
literature review on SSCM in SMEs as well as on studies conducted with a focus on the
Finnish market. Finally, it concludes with an introduction of the conceptual framework of this

study which was developed based on the literature review.

2.1 Sustainability in supply management

Scholars look at SSCM from somewhat different perspectives. For example, Ahi and Searcy
(2013), in their comparative literature analysis, see SSCM as a cross-disciplinary
phenomena that consists of two parts — sustainability and SCM. Such two-sided view on
the SSCM definition fully supports the purpose of this study; and, therefore, when defining
SSCM in this thesis, the two parts of both parts of the responsible SCM practices were

considered.

World Commission on Environment and Development (1987) defines sustainability as fthe
ability to meet the needs of the present without compromising the ability of future
generations to meet their own need s Blowever, this definition is often criticized for being
too general and vague (Ahi and Searcy, 2013), which means that the definition should be
contextualized depending on what is being studied. Because this study looks at
sustainability in the business context, it is often associated with corporate social
responsibility (CSR), which Commission of the European Communities (2002, pp.5) define
asfifa concept whereby companies integrate

business operationsandinthei r i nteraction with their

Further, Commission of the European Communities (2002) specify that CSR includes three
important features:

1. Businesses behave over and above the minimum legal requirements and voluntarily

adopt more responsible practices because this supports their long-term interests.

socCi

stake
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2. CSR is closely related to the concepts of sustainable development, which means
that companies need to consider the economic, social and environmental impacts
of their operations when developing sustainable practices.

3. CSRis seen as an inseparable part of business core operations, meaning that it is

not perceived as set of "add-on" activities.

On the other hand, SCM can be defined as, fthe systemic, strategic coordination of the
traditional business functions and the tactics across these business functions within a
particular company and across businesses within the supply chain, for the purposes of
improving the long-term performance of the individual companies and the supply chain as
a whole. @Mentzer et al., 2001, pp.18). Besides, the later studies suggest that SCM also
concerns the main business processes from the original suppliers to the end-user, providing
products and services that result in value for different groups of stakeholders (Lambert et
al., 2006 in Carter and Rogers, 2008).

Taking into consideration definitions of both sustainability (CSR) and SCM, it is possible to
move towards defining SSCM. According to Seuring and Mduller (2008), SSCM, in
comparison to traditional SCM, considers “a wider range of issues”, meaning that it also
includes triple bottom line as a part of its performance objectives as well as increases the
need to cooperate with partners in order to reach the objectives. Therefore, these scholars
define SSCM asfit he management of materi al, i nf
cooperation among companies along the supply chain while taking goals from all three
dimensions of sustainable development, i.e., economic, environmental and social, into
account which are derived from customer and stakeholder requirements. In sustainable
supply chains, environmental and social criteria need to be fulfilled by the members to
remain within the supply chain, while it is expected that competitiveness would be
maintained through meeting customer needs and related economic criteria.o(Seuring and
Madller, 2008, pp.1700).

In this study, the definition of SSCM developed by Seuring and Mduller (2008) is used
because it covers all the important aspects of the phenomenon and also fits the purpose of
the research. In particular, it incorporates both sustainability and SCM definitions, with are

central in this thesis.

Literature suggests that there is a number of different approaches when it comes to

integration of sustainability into SC; and one of the most central of them is the triple bottom

or mat
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line approach (Seuring and Mller, 2008), which considers three different major dimensions

of sustainability — environmental, economic and social (Elkington, 1997).

Based on the triple bottom line approach, Carter and Rogers (2008) develop a SSCM
framework, which also addresses four supportive aspects of sustainability — risk
management, transparency, strategy, and culture (Figure 1). This framework is carefully
considered in development of the conceptual framework for this study because it addresses

important issues that contribute to development of SSCM.

Strategy
+ Sustainability as a part of
integrated strategy

Organizational Culture

+ Deeply integrated

+ Organizational citizenship

+ Values and ethics
Social

performance |

SUSTAINABILITY

Risk Management
» Contingency planning

+ Supply disruptions

+ Outbound supply chains

Transparency
+ Stakeholder engagement
+ Supplier operations

Economic
performance

Figure 1. Sustainable supply chain management framework based on a triple bottom line

approach (modified from Carter and Rogers, 2008).

Carter and Rogers (2008) define SC risk management as it he abi l ity of
understand and manage its economic, environme
(pp. 366). Further, scholars suggest that risk management can be done with a help of
contingency planning as well as by developing more resilient and responsive SCs.
Transparency in this context means increased communication between SC parties and
communication about economic, social, and environmental issue. Similarly, organizational

culture refers to development of transparency inside the organization, striving to integrate
sustainability values into the heart of it. Finally, Carter and Rogers (2008), in line with other

studies, suggest that sustainability should be incorporated into the overall SCM strategy of

the company in order to develop a SSCM. (Carter and Rogers, 2008).
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Dyllick and Hockerts (2002), in their research, look at the three dimensions from a
somewhat different perspective, forming them as the business case (economic), the natural
case (environmental), and the societal case (social). Scholars also show the interrelations
between the dimensions, stressing that none of them should be seen as a separate unit,
and that in order to solve sustainability issues, it is important to consider all of them
simultaneously (Dyllick and Hockerts, 2002). In addition, Dyllick and Hockerts (2002) also

develop six criteria (equity) of corporate sustainability (Figure 2):

1. Eco-efficiency — fachi eved by t he de lpiicedegoods amd C 0 m|
services that satisfy human needs and bring quality of life, while progressively
reducing ecological impacts and resource intensity throughout the life-cycle to a
level atleastin linewiththee ar t hds c¢ ar r(ebimane anchRoEoff, 19973 O
p. 47 in Dyllick and Hockerts, 2002). In other words, this means that company is
able to use natural capital (e.g. water) efficiently.

2. Socio-efficiency — shows relations between company’s social impact and value-
added. While environmental impact of the company is always assumed to be
negative, social impact can be both positive (e.g. creating jobs) and negative (e.g.
accidents at work). Hence, socio-efficiency aims to minimize negative social impacts
while maximizing positive social impacts inside and outside of the company.

3. Eco-effectiveness —implies better alternatives of methods and tools used in different
business operations. This means that companies are striving to produce greater
fenvi r ononoedndt a l g

4. Socio-effectiveness — relates to absolute positive social impact of the company (e.g.
added value to the communities).

5. Sufficiency — is seen as sustainable choices of individuals. Similar to eco-
effectiveness, this criterion is focused on producing agreateri e nvi r on ment al

6. Ecological-fist ands at the nexus of the relation
natural capital an(Dylickand HaKertss2002,tp@a 138).arhus,| i t y O
ecologically sustainable companies strive to keep consumption of the natural
resources at a rate below natural production as well as produce less emissions than

natural system can absorb.

Figure 2 shows how these six criteria affect three different dimensions of the bottom line. It

also shows the relationships between the different criteria. This thesis also carefully
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considers the triple bottom line approach when designing the study and conducting the

interviews.

Business Case

Eco-efficiency Socio-efficiency
Eco-effectiveness Socio-effectiveness
Natural Case  Sufficiency  Ecological Societal Case

equity

Figure 2. Overview of the six criteria of corporate sustainability (modified from Dyllick and
Hockerts, 2002)

SCM for sustainable products is another important perspective to look at. In their article,
Seuring and Mdller (2008) also introduce a framework for SCM for sustainable products
(Figure 3), which they define as fi akinds of products that have or aim at an improved
environmental and social quality, which can be related back to the already mentioned
i mpl ementation of envir on(ppeldd5)aAs it @anlk seerictheal st
Figure 3, in SCM for “sustainable” products, the focus on development of quality products
is possible when other operational processes prior to production are done responsibly. In
other words, this means that building strong partnerships with trustworthy supplier

significantly contributes to sustainability of the overall SC from raw materials to the end

consumers.
Impact and requirements
along the product life-cycle
“\
Suppliers Focal Sustainable
(multi-tier) company products

T v
Increased communication

Communication criteria to suppliers Customer
Supplier development (lean and green)

Figure 3. Supply chain management for “sustainable” products framework (modified from
Seuring and Muller, 2008).
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The most valuable message of this model in the context of this study is that in SSCM the
importance of cooperation with suppliers concerns all of them, not only first-tier suppliers.
Therefore, scholars also suggest that the communication with supplier should also be
increased in order to assure quality (and ethicality) of the raw materials as well as
development of sustainability criteria which includes environmental, social and economic
factors (Seuring and Mdller, 2008). According to studies, companies often equire their
partners to invest heavily into improvements of their production facilities and processes as
well as to provide a more transparent reposting in order to obtain detailed insights into the
different stages of the product life-cycle as well as SC in general. This relates to the other
studies on SSCM which stress the importance of sustainability across the whole supply
chain from raw materials to the final consumers (e.g. Preuss, 2005; Goldbach, Seuring and
Back, 2003).

2.2 SMEs and SSCM

The sector of SMEs plays a fundamental role in the economy of every country (Kot, 2018);
and although the majority of studies on SSCM is focused on big international companies,
there is an increasing interest towards researching SMEs (Ciliberti, Pontrandolfo and
Scozzi, 2008). SMEs constitute around 99% of all European Union business (Spence,
Schmidpeter and Habisch, 2003). At the same time, sustainable practices in SMEs are
different from those in larger companies, meaning that such companies should be studied
with consideration of their unique characteristics. SSCM is SMEs is the central focus of this

thesis, and careful attention has been paid to the extant literature in this area.

2.2.1 Sustainability in SMEs

Like big international corporations, SMEs also experience a lot of pressure from different
stakeholders concerning integration of sustainability into business practices (Moore and
Manring, 2009). Yet, most SMEs appear to be less aware of the existing CSR and
sustainability related legislations (Ciliberti, Pontrandolfo and Scozzi, 2008). Previous
studies suggest that responsible behaviour of SMEs often has a particular focus on internal
stakeholders (Perrini, 2006) mainly because such companies experience difficulties
communicating sustainability-related activities to their external stakeholders (Murillo and
Lozano, 2006).
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Another important characteristic of SMEs is that they have very close relationships with its
business partners and the business is strictly linked to the local community (Ciliberti,
Pontrandolfo and Scozzi, 2008), developed due to shorter SC as well as more direct
communications between the parties (Roininen et al., 2006). In addition, domestic
companies are often considered to be more responsible and sustainable by the end
consumers (ibid), which should be carefully taken into account by such companies when

developing their brand image.

Moving forward, it is important to mention that SMEs have very limited resources to support
development and implementation of sustainable practices. For example, Bourlakis et al.
(2014) suggestthat SMEsi of t en d o n ot resbuaceseor infdingation requiesd
for performance measurement, or the skills required to collect and meaningfully evaluate
such i nf ¢pp.13d).tTharefoie, scholars suggest that it is essential to take these
characteristics into consideration when studying sustainability in the context of SMEs, also

when it comes to SSCM.

2.2.2 SSCM from the perspective of SMEs

There is a number of studies addressing sustainability in SC of SMEs. Often these studies
discuss the role of SMEs in SCs as suppliers, rather than buyers, who are pressured to
implements more responsible practices by their larger customers (Ciliberti, Pontrandolfo
and Scozzi, 2008). This can be explained by the smaller size of the companies, resulting in
a lower bargaining power, which means that larger buyers possess more power to promote
sustainable practices among their SC network (Lepoutre and Heene, 2006). In addition,
smaller size of SMEs often means that they have more obstacles to develop and implement
responsible practices though their SCs such as high costs and lack of skilled labour.
Because of this, SMEs often rely on help of third parties such as government, international

corporations and NGOs (Ciliberti, Pontrandolfo and Scozzi, 2008).

On the other hand, studies have shown that SMEs can enjoy a number of unique benefits
when implementing SSCM practices (Bourlakis et al., 2014) including the improved quality
of products, lower costs and risks, better customer service as well as increased market
participation and stronger relationships with partners (Arend and Wisner, 2005; Kot, 2018).
Moreover, sustainability combined with effective SCM at SMEs can be considered as the

main source for delivering competitive advantage to such companies (Hong and Jeong,
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2006). For example, by ir eidm@ u n s u s tSkEsncanbbeclomet nyoe appealing
investment targets for bigger companies as well as create a sustainable network in the

markets where bigger companies are less successful (Moore and Manring, 2009).

From the perspective of buyers, SMEs can also pressure (or encourage) their partners to
develop and adopt sustainable practices. For instance, using the sanction of switching
suppliers because of sustainability reasons is common practice employed by SMEs
(Ciliberti, Pontrandolfo and Scozzi, 2008).

Finally, Kot (2018) suggest that all three sustainability areas (environmental, social and
economic) are highly important in the SCM practices of SMEs. This scholar also argues that
the most important issues in SSCM of SMEs concern building long-term relationships with
partners, iwi t h established guidelines, which contr
increasing the level of customer satisfaction due to fineeting specified or anticipated dates
of deliveries and or dekoe2D18gpp.ds.t i ti es of produ

2.2.3 Sustainable procurement and SMEs

Procurement is an important part of SCwhichii ncl udes al | activities
the product from the supplier to its final destination. It encompasses purchasing function,

stores, traffic and transportation, incoming inspection, and quality control and assurance,

all owing companies to make ¢$VampWeele, €010, ppeb).ect i o
Sustainable procurement is a part of SSCM, which can be definedas i a p r wherely s
organizations meet their needs for goods, works and utilities in a way that achieves value

for money on a whole life basis in terms of generating benefits not only to the organization,

but also to society and the economy, whilst minimizing damage to t he envi r onn
(DEFRA, 2006, pp. 38).

Sustainable procurement affects the whole supply chain, including company’s employees,
suppliers and customers (Carter, 2004). There are five aspects related to sustainable
procurement, namely concern for the environment, diversity, philanthropy, human rights,
and the safety implications of products and services (Carter and Jennings, 2004). In
addition, responsible procurement practices also include buying from small supplier locally
(Walker and Brammer, 2009), meaning that local sustainable SMEs play an important role

in this process.
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There is a number of advantages and opportunities associated with sustainable
procurement. Among others they include improvements in financial performance as well as
efficiency and transparency, better work environment, improved compliance, reduction of

natural resources usage and other (McMurray et al., 2014).

However, there are also some challenges associated with implementation of sustainable
procurement practices. These include lack of budget, high costs as well as lack of necessary
resources (McMurray et al., 2014). Finally, sustainable procurement requires full
commitment if the company, meaning that it also refers to procurement of smaller items
(Dawson and Probert, 2007).

When it comes to sustainable procurement in SMEs, the extant literature stresses the
challenges associated with of such companies, which is often linked to lack of money as
well as other resources, including skilled professionals and technical capabilities (Andrecka,
2017). At the same time, sustainable procurement in SMEs is an important agenda
especially because smaller businesses are seen as the main driver of sustainable business
practices (Schoenmaekers, 2016 in Andrecka, 2017) and local economies (European

Commission, 2007).

On the other hand, SMEs have a great potential to implement sustainable procurement as
long as they have the right tools and resources. In addition, SMEs can overcome obstacles
associated with sustainable procurement by lowering the costs. For example, being local
companies, SMEs have less transportation costs and, therefore, a smaller carbon footprint,

which contributes to the SSCM practices in general. (Andrecka, 2017).

2.2.4 SSCM in Finland

From the perspective of SSCM research, Finland appears to be an interesting market
because of several reasons. First of all, studies have shown that there is an increasing
amount of companies in Finland that are paying careful attention to sustainability issues
(Laari et al., 2017). For example, the results of the Finland State of Logistics 2012 survey
have indicated that more than 70% of participants strive (at least to some extent) to reduce
the environmental impact of their operations (Solakivi et al., 2012 in Laari et al., 2017) and

are concerned about the origin of the food they consume (Roininen et al., 2006). Secondly,
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there is also a growing number of Finnish consumers who are prepared to pay more for

sustainable products produced locally (Bask et al., 2013; Roininen et al., 2006).

Besides, Suomalaisen Tyon Liitto (2015) also suggest that 75% of consumers in Finland
prefer to buy domestics because of trust in quality as well as positive economic impact
(Peralahti and Mervola, 2015). This has also lead to a growing number of smaller local
producers (Kesko Qyj, 2017), making Finnish SMEs to be an attractive subject of studies.

According to Lintukangas, Hallikas and Kahkoénen (2015), sustainable practices in SCM are
generally well applied. Also, scholars suggest that the majority of Finnish companies
support average or low monitoring of their suppliers or combine higher monitoring with close
collaboration with such partners to achieve competitive advantage (Lintukangas, Hallikas
and Kahkdnen, 2015). Finally, Laari et al. (2017) argues that most often manufactures (in
Finland) implement SSCM practices to reach marketing differentiators and to build a strong

brand as well as to optimize the business.

2.3 Sustainable Supply Chain Management Framework

There is a number of different SSCM frameworks developed by scholars. All of them are
united by the triple bottom line; however, there are also some important differences between
the focus of such frameworks. The conceptual framework of this thesis represents a
synthesis of the models previously developed by scholars, and it includes six different

perspectives that form it.

2.3.1 Motivations behind SSCM

The role of companies in driving the change of minimizing the environmental impact has
been continuously increasing its importance, attracting a lot of attention from different
groups of stakeholders (Laari, Toyli and Ojala, 2017). Today, companies are no longer
solely responsible for their own actions, but they are also expected to assure sustainable
performance of their suppliers and other partners as well (Seuring and Madller, 2008).
However, what are the reasons why more and more companies are putting so much effort

into development and implementation of the sustainable strategies?

One motive for that is important changes in regulations that force companies to comply with

the new sustainability standards. However, responsible changes are also motivated by
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other drivers such as an increasing awareness and concern about sustainability issues of
customers who are striving to make better choice; changing behaviour of competitors that
are trying to follow sustainability trends and win over new customers; as well as NGOs and
other stakeholders (Seuring and Mdller, 2008). In addition, disregard of sustainability issues
can damage reputation of a company, significantly reduce its share prices, and also can

lead to a boycott from customers (Hajmohammad and Vachon, 2016).

Besides, companies turn towards sustainable practices in SCM because they realize a
number of important benefits associated with SSCM practices, such as improved
performance in pricing, quality, dependability, flexibility as well as responsiveness (Ageron,
Gunasekaran and Spalanzani, 2011). Integration of sustainability into SC activities also
include such benefits as development of a positive corporate image as well as added
efficiency and leadership in innovation (Testa and Iraldo, 2010). In addition, such SSCM
practices can become a source of a distinct competitive advantage, which is another

important opportunity to consider (Hollos et al., 2012 in Laari, Toyli and Ojala, 2017).

2.3.2 Sustainability and business strategy

According to studies, an increasing amount of companies are striving to align their overall
business goals, missions and values with sustainability (Laari, Toyli and Ojala, 2017).
However, at the same time, literature suggests that SCM is not necessarily the main focus
of sustainable changes in the overall competitive strategies. In fact, responsible changes in

SC often happen on the later stages of this process (Hoejmose et al., 2013).

Integration of sustainability into SCM practices from the perspective of the triple bottom line
suggests that sustainability needs to become a part of the overall business strategy (Carter
and Rogers, 2008). Furthermore, previous studies indicate that there is a strong correlation
between business strategy and SCM practices, which means that success of the overall
business performance of a company is heavily dependent on the success of SC (Hoejmose
et al., 2013).

Thus, scholars agree that when it comes to development of more sustainable business
strategies, SCM practices cannot be overlooked (Carter and Rogers, 2008). In particular,
this means that when companies define their new competitive strategies that carry

sustainability as one of the differentiating factors, they should choose their SCM strategies
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so that they are aligned with the new business goals, missions and values (Laari, Toyli and
Ojala, 2017).

2.3.3 Suppliers in SSCM

Companies are becoming more and more dependent on their suppliers when it comes to
gaining competitive advantage (Yeung et al., 2009). This is also seen in the context of
SSCM because today companies are seen as the ones responsible for not only their own
business operations but also for the environmental and social performance of their multiple
suppliers (Seuring and Mdller, 2008). Therefore, selection of suppliers and coordination of

the strategies with them becomes an important part of SSCM practices.

SSCM literature suggests that every company is a part of a large system, where actions of
one party are reflected on the performance of the other (Kot, 2018). Therefore, development
of SSCM practices involves close cooperation with suppliers as well as other partners in

establishing sustainable strategies for the long-term actions (ibid).

Because of the internal and external pressures, companies have developed a number of
practices when selecting and working with their suppliers. Thus, companies can develop
written supplier requirements, which usually address different CSR issues (Ciliberti,
Pontrandolfo and Scozzi, 2008). In addition, these requirements can also address such
issues as organizational structure and practices that companies employ (Neef, 2004 in
Ciliberti, Pontrandolfo and Scozzi, 2008). Accordingly, based on this criteria, companies
either choose supplier or ask them to implement necessary changes to comply with new
standards (Seuring and Mdller, 2008).

Another important practice in SSCM is monitoring of supplier performance which is done in
order to assure that partner companies are complying with the requirements (Ciliberti,
Pontrandolfo and Scozzi, 2008). Normally, this involves surveys, factory inspections,
auditing, certifications and documentation of the outcomes (Mamic, 2005). Most efforts in
monitoring of suppliers are targeted to the first-tier suppliers, while second-tier suppliers are
often considered to be a responsibility of the first-tier suppliers (Ciliberti, Pontrandolfo and
Scozzi, 2008). However, such approach is currently changing because of the increasing

concerns about sustainability issues, and more and more companies are developing
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practices to monitor the whole complex supply chain to a possible extent (Seuring and
Madller, 2008).

Finally, companies also strive to contribute to the awareness of their suppliers about CSR
issues (Ciliberti, Pontrandolfo and Scozzi, 2008). This is usually done by providing training
for the suppliers about sensitive issues (Mamic, 2005) as well as through cooperative efforts

aiming to find solutions to the existing issues (Seuring and Mdiller, 2008).

2.3.4 Sustainability and organizational culture

Organizational culture is an important part of SSCM which addresses social performance
of the company from the perspective of the triple bottom line (Carter and Rogers, 2008).

When talking about sustainability in organizational culture, scholars often refer to

sustainable culture, which can be defnredasicompany és recognition
companyo6s activities t®s$andtbhe needttey minamisd it, evlicmmu n i

translates into a philosophy and values that drive the decision-ma ki ng pr ocess

(Marshall et al., 2015, pp. 438).

Similar to the case of company’s strategy, sustainability becomes deeply integrated into the
culture of the company, its values and ethics (ibid). Moreover, studies suggest that changes
are usually based on the organizational culture, meaning that behaviour of SC managers is
influenced by other employees within a company (Kamann and Bakker, 2004 in Preuss,
2009). Accordingly, implementation of sustainable changes in SCs also requires

development of a new organizational culture (Preuss, 2009).

However, studies also show that company’s commitment to sustainability also has a strong
impact on development of values inside the organization, meaning that sustainable culture
evolves not only because changes of employee’s attitudes, but is also affected by the
sustainable changes performed in the organization, likewise in the SCM (Marshall et al.,
2015). Therefore, it is important to create awareness among employees about sustainable
practices performed by the company in SSCM and assure that the importance of such

practices is understood by the organization as a whole (Seuring and Muller, 2008).

of

of
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2.3.5 Sustainable business operations

Although sustainable purchasing is an important part of SSCM, there are other important
operations that require a special attention from management when implementing
sustainable practices. In particular, such business processes as production and logistics
appear to be two highly important operations that have a significant impact on the overall
performance of companies. Accordingly, this study also takes into consideration sustainable

practices implement in them.

When it comes to the production in sustainable SC, there is a number of issues to be
considered (Rao and Holt, 2005). According to Florida and Davison (2001, in Rao and Holt,
2005), companies adopt more responsible production techniques mainly because of a
strong commitment to waste and pollution reduction. However, this is not the only
motivation. Thus, Lewis (2000, in Rao and Holt, 2005) in his study showed that employment
of more sustainable production practices results in a number of important benefits such as
reduction of the lead times, decrease in material and staff costs and at the same time
increased productivity and unproved quality of the products. As a result, this leads to an
enhanced competitiveness of such companies (Sanches and Perez, 2001) and

manufacturing of sustainable products (Seuring and Mdiller, 2008).

Rao and Holt (2005) concludes thatit he producti on phase has a
that: products/services produced by an organization are environmentally-friendly in nature;
prevention of pollution at source is achieved through the production process; cleaner
production practices are adopted; closed loop manufacturing (reverse logistics) is
incorporated to the fullest extent possible, so that wastes generated are processed and
recycled back into the production phase; re-use and recycling of materials is maximized,;
material usage is reduced; the recyclable content of a product is increased; the production
processes are optimized so that generation of waste, both hazardous or otherwise, is
minimized; and products are redesigned (design for the environment) so that the adverse

environment al i mpacts of a @RaorandiHoltu200%,mpp. POB)o d u c t

Finally, Rao and Holt, 2005 also introduce eight variables that help to measure how

sustainability is integrated into production:

1. Selection of environmentally-friendly raw materials:

2. Finding a substitute for the environmentally questionable raw materials;
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Consideration environmental criteria;

4. Development of more sustainable product designs, including packaging that can be
recycled;

5. Optimization of the production process aiming to reduce waste and emissions;

6. Adaptation of a cleaner technologies that make it possible to reduce consumption
of energy, water, and waste;

7. Recycling of the materials within the production processes;

8. Measurement of the impact of sustainable practices on the overall competitiveness

of the company.

Increasing concerns of customers and other stakeholders about sustainability issues also
force companies to make significant changes in their logistics networks (Frota Neto et al.,
2008). Integration of sustainable practices into logistics include consideration of such
concepts as environment, diversity, human rights, safety as well as philanthropy and
community (Carter and Jennings, 2002 in Carter and Rogers, 2008). Implementation of
sustainable logistics can also result in economic gains; however, extant literature also
suggests that significant improvements in this area can be costly and bring none or even
negative financial returns (Frota Neto et al., 2008; Walley and Whitehead, 1994 in Frota
Neto et al., 2008).

Overall, literature on sustainable logistics is mainly focused on two aspects: decrease of
environmental impact and increase of profits. The main activities contributing to
development of SSCM in the contexts of logistics include introduction of cleaner production
processes, re-use of products and different components, recycling and re-manufacturing,
which mainly results in decrease of the environmental impact in logistic networks (Frota
Neto et al., 2008). In addition, an important role in this process plays careful planning and
management of logistics activities as well as sharing information about such activities with

partners, looking for new solutions (Badurdeen et al., 2009).

Concerning transportation, SSCM efforts are mainly concentrated on such issues as
increasing fuel efficiency, reduction of carbon footprint, safety of transportation, diversity
hiring as well as other matters related to the logistics personnel (Carter and Rogers, 2008).
Finally, studies suggest that it is often possible to reduce transportation distances when
buying from local suppliers, which positively reflects on the overall sustainability in logistics
(Laari et al., 2017).
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2.3.6 Barriers for SSCM

Ageron, Gunasekaran and Spalanzani (2011) in their study also introduce a model for
sustainable supply management. In general, it addresses all the important issues that are
considered in the frameworks that were previously introduced in this literature review.
However, this particular model for sustainable supply management also includes an
additional important component that is mission in other frameworks — barriers for SSC
(Figure 4).

Reasons for SSM Greening supply
chains
Barriers for SSM | N W
\
. L Performance
/ criteria for SSM
//
Benefits and /"'
motivation for [ N
SSM P .
Managerial Characteristics of
approaches for suobliers
for SSM pp

Figure 4. Model for sustainable supply management (modified from Ageron, Gunasekaran

and Spalanzani, 2011).

Ageron, Gunasekaran and Spalanzani (2011) suggest that there are number of different
obstacles that makes it harder for companies to turn towards SSCM. This can be
management resilience, financial issues, location, system capacity, culture, type of
business, supply network configuration, costs, performance objectives, human resources
etc. In addition, several studies discuss a number of different challenges associated with
integration and implementation of sustainable practices in SCM practices (e.g. Carter and
Rogers 2008; Seuring and Muller 2008). Based on literature review Morali and Searcy
(2012, pp.638) define the following:

1. Lack of understanding the intricate interplay between the three pillars of
sustainability and how that affects the economic bottom line;

2. Capital investment commitments;
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3. Risk management and supplier monitoring as well as actions aimed to make
collective changes in SSCM practices;

Measurement;

Transparency of information and knowledge;

Alignment of corporate strategy with SSCM initiatives;

N o g s

Corporate culture.

Scholars suggest that it is important to acknowledge these barriers and challenges from the
perspective of the company as well as its partners in order to be able to work towards
overcoming them, striving to develop a more sustainable SC (Ageron, Gunasekaran and
Spalanzani, 2011). Therefore, this study also looks at the obstacles that case companies
are dealing with, trying to understand how they affect SSCM practices in Finnish food-

producing SMEs.

2.3.7 Sustainable supply chain management framework

The conceptual framework of this study (Figure 5) is based on the literature review
introduced earlier in this chapter. The foundation of this framework is the triple bottom line
approach of looking at SSCM which incorporates environmental, social and economic
performance, examined in this study from a value-creation perspective (e.g.Carter and
Rogers, 2008; Dyllick and Hockerts, 2002). The framework also includes other concepts
and models related to SSCM such as supply chain management for “sustainable” products
framework (Seuring and Mduller, 2008) and model for sustainable supply management
(Ageron, Gunasekaran and Spalanzani, 2011) as well as other important concepts

discussed in this chapter.

Reasons for Sustainability  Characteristics Organizational Productionand  Barriers and
SSCM as a part of of suppliers culture logistics challenges
strategy

Figure 5. Conceptual framework of this study
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Accordingly, this study discovers how local SMEs in Finland incorporate sustainability into
their everyday SCM practices. This is done by considering six different elements of the
framework which are considered to be important contributors into development and

implementation of SSCM practices in local food-producing SMEs in Finland:

Reasons for SSCM addresses the issues about the reasons behind development and
implementation of sustainable strategies related to SCM. This includes external pressures
(e.g. legislation) as well as internal motivation of the company (e.g. lowering costs).
Motivations behind implementation of SSCM is an important topic discussed by scholars,
which shows that companies are not only influenced by external stakeholders demanding
sustainable changes (Seuring and Madaller, 2008), but also see new opportunities and
benefits that can be achieved though implementation of such more responsible practices in
SCM (Ageron, Gunasekaran and Spalanzani, 2011). In this study, different reasons for
SSCM practices are examined against the extant literature; however, the study also aims
to find out whether there are new insights related to this issue, which were previously
overlooked by scholars.

Sustainability as a part of strategy relates to how sustainability aspects fit to the overall
strategy of the company as well as different elements of SCM in particular. In this study, the
focus is primarily made on procurement, meaning that such issues the process of finding
and selecting suppliers, deciding on legists questions, etc. Literature suggests that
sustainability needs to be deeply incorporated into all parts of business, meaning that
companies cannot overlook its importance in SCM practices as well (Carter and Rogers,
2008).

Characteristics of suppliers is one of the central parts of the framework, because it relates
to the sustainability performance of the companies’ partners, rather than their own efforts.
Yet, sustainability of such companies has a significant impact on SSCM, although it is often
hard to control what other businesses do. Therefore, this element of the conceptual
framework addresses issues related to supplier selection and relationships with business
partners in general as a part of SSCM. Literature suggest that today companies are
responsible for not only first-tire suppliers, but also for the whole SC network, which is
another important matter that will be examined in this study. Finally, characteristics of
suppliers is an important part of this conceptual framework because companies are
currently developing a number of criteria that their suppliers need to comply with (Ciliberti,

Pontrandolfo and Scozzi, 2008); and they also introduce different practices to further
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develop sustainability together with their partners (Ciliberti, Pontrandolfo and Scozzi, 2008;
Seuring and Miller, 2008).

Organizational culture primarily concerns social performance pillar of triple bottle line and
looks at such matters as company’s values, awareness and training of employees about
sustainability issues especially related to procurement. In addition, it is also linked to the
overall work environment organized for employees. Similar to strategy, sustainability is
considered to be an important part of the overall organizational culture in order to assure
development and implementation of SSCM practices (Carter and Rogers, 2008). At the
same time, it is important to consider that values developed in the organization are often
influenced by actions of the company, meaning that SSCM have an impact on overall
formation of sustainable culture (Marshall et al., 2015). In this study, it is also important to
understand how organizational culture is reflected on SSCM of local food producers, paying
careful attention to perceptions and awareness of the employees in Finnish local food-

producing companies.

Production and logistics addresses practices related to minimizing adverse
environmental effect as well as ensuring proper working conditions for own employees of
the company who are involved in these practices. For example, this can be associated with
raw material use, recycling, more efficient equipment that allows less emissions and better
quality, etc. According to previous studies, production and logistics are highly important
business operations contributing to the development and adaptation of SSCM strategies
(Rao and Holt, 2005; Seuring and Madller, 2008). Accordingly, this study also addresses
business practices related to production and logistics, although the main focus of this study

is integration of sustainability in procurement of Finnish SMEs.

Barriers and challenges related to SSCM is an important part of SSCM that companies
have to cope with. Accordingly, this study provides an insight on what obstacles do Finnish
food-producing SMEs face in this area as well as what measures do they take in over to
overcome the difficulties associated with SSCM. This support shaping of the overall
understanding about commitments of such companies to further develop sustainability
strategies. Special attention is paid to the challenges that are specific for SMEs and

companies representing food industry in particular.

The introduced conceptual framework forms the way the main research question is

answered. The framework is used in development of the interview guide, and it is also
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considered when analyzing the data, especially during the data categorization stage.
Besides, discussion and conclusions of this study concerning SSCM practices in Finnish

SMEs are also made in accordance with the proposed conceptual framework.
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3. METHODOLOGY

The methodology chapter describes the research design of this study together with the
research methods used for primary data collection. Furthermore, it provides with the data
analysis and quality evaluation approaches. Importantly, the influence of previous studies
is present in methodology of this thesis, especially in the interview guide designed for the
purposes of this study. In addition, this chapter offers justifications for the chosen methods
which are in line with the selected research philosophy and the nature of the study. Finally,
the quality evaluation of this thesis presents measures that were undertaken in order to

ensure that the outcomes of the study are valid and credible.

This study uses an abductive approach, which means that it relies on theories that has were
previously introduced and tested by scholars (i.e. SSCM theories); however, itis also based
on a unique conceptual framework. This approach is also fitting the nature of this study as
well as also contributes to the understanding of new variables and relationships in the
researched phenomenon (SSCM) (Dubois and Gadde, 2002).

3.1 Research philosophy

According to Crotty (1998), philosophy of science is a way to study social phenomena,
which is built on a particular understanding of ontology (the nature of reality), epistemology
(what is considered to be an acceptable knowledge) and methodology (what methods and
approaches to use). Importantly, ontology, epistemology and methodology are closely
connected, and often issues between these foundations tend to emerge simultaneously
(Crotty, 1998).

This is a qualitative study, meaning that there is a number of issues related to the validity
of the study that should be carefully considered. This relates, for example, to the validity of
the context, meaning that claims of the interviewees in this study might not be fully reflected
in a naturally occurring setting; and inclusion, which means that researchers choose which
data to include into analysis (Silverman, 2011). At the same time, qualitative research allows
multiple ways to approach collection of primary data, giving researchers a freedom of
choices (Patton, 2002; Silverman, 2011).
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This study is guided by interpretivism research philosophy because it fits qualitative
methods of data collection applied in this study as well as the nature of it (Saunders et al.,
2009). Interpretivism suggests that there is no single reality, while supporting the belief that
there are multiple realities which are socially constructed by individual perceptions
(Saunders et al., 2009). Accordingly, in this study, the reality of formed based in subjective

interpretations of realities experienced by the interview respondents.

From the viewpoint of epistemology, the study is focused on a particular group for in-depth
understanding, which is common in interpretivism (Crotty, 1998). Finally, methodology of
the study includes qualitative interview method and a small sample, which is a popular
approach employed by interpretivists (Crotty, 1998; Saunders et al., 2009).

3.2 Research strategy

This study engages a multiple-case study as its research strategy (Yin, 2003). This
suggests that the incorporation of sustainable practices of Finnish food-producing SMESs in
their SCMs was discovered through examining several instances; and that the data was
collected from a number of sources of evidence (Saunders, Lewis and Thornhill, 2009). The
data in this study was collected with a help of qualitative interviews and usage of the
multiple-case study research strategy which also allowed triangulation of the data sources
(Wallendorf and Belk, 1989).

According to Yin (2003), a multiple-case approach is a more compelling way to conduct a
study which also adds more credibility in comparison with a single-case research strategy,
when one particular case is examined in detail. Besides, the multiple-case strategy is seen
as a better fit to this study because it is focused not on the whole business of the case

companies, but only on a very specific area — sustainable practices in SCM.

Gummesson (2000) provides with a number of commonly accepted criteria for case-based
studies. In particular, these criteria include seven equally important aspects: logical and
clear sequencing of the study; a level of preunderstanding; credibility of the study, access
to relevant data, validity and generality, possible potential to contribute to existing
knowledge; as well as personal qualities in the study. In this thesis, all the points are

carefully taken into consideration though the whole research process.
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3.3 Data collection

In this study, the primary data was collected with a help of qualitative interviews (Patton,
2002). The interviews were conducted with seven representatives from food-producing
SMEs in Finland during the summer of 2018. All interviewees were professionals
responsible for different SCM functions in their companies. The summary of the interviews’

practicalities as well as companies’ short profiles can be seen in the Table 2.

Table 2 Interview details and characteristics of the companies

Date of Duration Interviewees’ Company’s customers Bargaining power
the of the position in the of the company
interview | interview company towards suppliers

2 15.06.18 44 min Purchasing manager Large-scale retail, independent | High
and chain restaurants

4 21.06.18 28 min Chief Operating Officer | Large-scale retail, | Moderate
manufacturer  of  industrial
volume products

6 26.06.18 42 min Business Development | Food service industry, retail High, but lower than
Manager / Head Chef competition

* Pilot interview

Every company representative was competent to answer the all the interview questions,
and each of them had additional valuable insights and comments which contributed to the
quality of the primary data collected for the purposes of this study. As it can be seen in the
Table 2, respondents had somewhat different responsibilities (and titles) at their companies,
which is common for SMEs. In addition, representing food industry, case companies have
mainly three types of customers: large-scale retail, restaurants and public sector (includes
hospitals, schools, etc.). Finally, despite of the size of the companies, all of them have
relatively high bargaining power towards suppliers, which is taken into consideration in the
analysis of the collected data.
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3.3.1 Unit of analysis and sampling

The unit of analysis in this study is Finnish small and medium-sized food-producing
companies. The participating case companies were selected and with a help of a purposive
sampling technique (Saunders, Lewis and Thornhill, 2009). Purposive sampling allowed
selection of the cases that were considered to be the best fit for this study — local food-
producing Finnish SMEs that consider sustainability issues when managing their SCs.
Accordingly, when contacting potential interview participants, it was expected that only
companies that care about issues associated with SSCM would respond to the opportunity

to become a part of this research.

Every company defined through the sampling was first contacted by e-mail which included
invitation to participate in the study as well as a short description of the purpose and goals
of the research. Then, interested parties were also contacted by phone to further discuss
the aims of the interview as well as relevant practicalities such as date, place and time. In
total, there were eleven companies invited for interviews and seven of them have agreed to

become a part of this study.

Although seven cases can be seen as a rather small sample, it can be considered to be
representative in the context of this research because of the qualitative nature of the study
as well as its narrow scope. Names of the companies and its representatives are not

disclosed in this thesis to assure to assure anonymity of the participants.

3.3.2 Interviews

In this qualitative study, the primary data was collected with a help of qualitative interviews
(Patton, 2002). The interviews were organized with representatives of seven case
companies who are responsible for SCM. Qualitative interviews were chosen as a method
to conduct this study because it is a technique that is commonly used to collect primary data
in qualitative research (Patton, 2002; Silverman, 2011); and also, because it fully supports

the objectives of this study.

Each respondent was met in person, and every interview lasted for approximately 30-40
minutes. Importantly, the interviews were conducted in the English language. The main

reason for not using the native language of the respondents (and the researcher) was to
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avoid inaccuracies when translating interview transcripts and doing interpretations (Welch
and Piekkari, 2006). In addition, all the respondents felt comfortable speaking English, and
some of them admitted that it could be somewhat more challenging to answer the same
questions in Finnish. However, before the actual interviews, rapport with the respondent
was established in the native language. Rapport was an important part of the face-to-face
interviews in this case because it helped to personally get to know the respondents as well
as make them aware about researcher’s knowledge in the field, which allowed getting more
insight about SSCM (Silverman, 2011; Dundon and Ryan, 2010).

Table 3. Justifications of the interview questions

Questions Justification

What is the motivation for your
company to implement
sustainability initiatives in the
SCM practices?

Gives a perspective on what the reasons are why companies integrate
sustainability into their SCM practices. These reasons can be compared
to the outcomes of the previous studies.

What indicators (if any) does
your company use in order to
measure supplier performance
in sustainability?

Shows how companies communicate sustainability to their suppliers.
Additional questions also help to reveal whether and how companies
support and encourage suppliers to develop and integrate sustainability
practices. Finally, sub-questions also assist in understanding
characteristics of relationships between case companies and their
suppliers, which are an important part of SSCM.

How is suitability reflected in
your production processes?
How is sustainability reflected
in your logistics?

Offer an insight on how company integrates sustainability into their
operations related to production and logistics. This shows the
commitment of companies to integrate sustainability practices in the core
of the SCs.

Looking ahead, what will be the | Gives a perspective on the future actions of the companies, which
next step regarding | provides deeper insights on what are the commitments of the case
sustainability in the supply | companies related to SSCM.

chain of your company?

When conducting the interviews, a general interview guide approach was used (Patton,
2002; Silverman, 2011). This means that the questions were developed prior to the

interviews and generally were same for all the respondents. Thus, the interview guide
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included eleven core questions as well as a number of additional (follow-up) questions,
which helped to get additional insights, whenever it was necessary (Patton, 2002;
Silverman, 2011). Besides, every respondent was asked some personalized questions
which were developed during the discussions. The interview guide developed for the
purposes of this study can be found in the Appendix 1. Meanwhile, Table 3 introduces
justifications for the eleven key questions that were essential to get answers to in order to

make further analysis and make conclusions of this study.

Saunders, Lewis and Thornhill (2009) argue that pilot interviews allow researcher to gather
more accurate and relevant data, because they give a chance to test whether data that is
required to fulfill the goals of a study can be gained with the chosen approaches. Pilot
interviews also provide with an opportunity to examine whether respondents can
understand the questions in the intended way as well as a chance to test some practical
issues such as recording devices in this case (Saunders, Lewis and Thornhill, 2009). In
addition, pilot interviews also can be seen as a tool that help to assure the internal validity
of a study (Easterby-Smith, Thorpeand Jackson, 2012). Finally, pilot interviews also make
it possible for researchers to implement changes in the interview guide (and other aspects
of an empirical study) if needed, which positively affects the overall quality of the outcomes
(Saunders, Lewis and Thornhill, 2009).

Because of the reasons described above, a pilot interview was arranged in this study as
well. The interview lasted for about 30 minutes, and the whole conversation was recorded
and transcribed. Then the preliminary analysis of the data was executed in order to assess
whether interview guide and the chosen approaches assist in answering the research
guestion. The initial review of the data from the pilot case has shown that the interview guide
helps to cover all the issues during the conversation which are necessary to achieve the
aim of the study. In addition, it also showed that English language was not a challenge for
the respondent, although sometimes Finnish words and expressions were used during the
first and some of the following interviews. As a result, no major changes in the research

design and the interview guide were made.

3.4 Data analysis

The main aim of any of qualitative interviews is to document the primary data as thoroughly

as possible so that it is possible to understand the perspective of respondents though



36

analysis (Patton, 2002). In this study, all seven interviews were fully recorded with an
agreement of the respondents. In addition to that, strategic notes were taken during each
interview, which allowed to not only capture some important details, but also to design
additional probes that helped to get more insights about the topics discussed (Rubin, and
Rubin, 2005; Patton,2002). The recorded conversations were also transcribed for the future

data analysis and interpretation (Belk and Kozinets, 2005).

The data analysis started with a revision of all research material, which allowed to get a
holistic view of the collected data (Gill, 2002). Some of the transcripts were also
complimented with notes taken during the conversations. Then, the technique of selection
of relevance was applied (Gill, 2002), which means that only those parts of the interviews
that were considered to be relevant for this research were selected for the further analysis.
After this, the data analysis was performed in three steps following Miles and Huberman
(1994): data reduction, data display and conclusion drawing. The initial step was done using
three different approaches: data categorization (organizing data into groups and labeling
them), data abstraction (combining groups into more general concepts) and data

comparison (Spiggle, 1994). The full process of data analysis can be seen in the Figure 6.

Selection of

Revision of data
relevant data

1. Data categorization
(for each transcripts)

2. Data abstraction

3. Data comparison
(analysis of
similarities and
differences)

Figure 6. The process of data analysis

As the outcome of data reduction process, six categories of data were defined, which
reflected the six components defined in the conceptual framework of this thesis. In addition,
the data in these categories was also divided into sub-categories within those categories
(Table 4). The sub-categories emerged as a result of probing as well as the literature

relevant to each of the six components contributing into SSCM.
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Such data categorization allowed to work further with the data. Thus, the next phase was
the comprised comparison of the categories, during which differences and similarities
between seven different cases were defined. Then, the following step included presentation
of the data, which can be seen in the following chapter of this thesis. The finding from the
data were also divided into six separate parts in accordance with the six categories. Finally,

based on the findings, conclusions of the study were made.

3.5 Quality assessment

Both reliability and validity of any study are highly important aspects to consider. In general,
reliability of a study is associated with how consistent the results are when the study is
performed in different settings such as time, place, etc. (Silverman, 2011). Meanwhile,
validity shows whether the findings of a conducted research represent what they are
claimed to be (ibid.). In addition to this view, Kirk and Miller (1986) consider both reliability
and validity of a study to be two essential parts of objectivity, which scholars consider to be
Afan admi r.atetefere, dis essential to show readers that the study is reliable and

consistent in order to assure the quality of it.

According to Saunders, Lewis and Thornhill (2009), without objectivity, attempts to analyse
and report the findings can result in significant inaccuracies. Thus, this can lead to ethical
issues associated with data misinterpretations and fault results (Saunders, Lewis and
Thornhill, 2009). Therefore, in order to assure objectivity of this study, and, consequently,
validity and reliability of it, the data was collected as accurately and fully as possible; and

subjective selectivity of findings was also avoided.

However, quality assessment of research is not limited to validity, reliability and objectivity

of it. For example, Wallendorf and Belk (1989, pp. 69-70) suggest that every study should
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be assessed in terms of its trustworthiness, proposing five criteria for such evaluations,

namely:

1. Credibility — transparency about how the research designed and how the
conclusions were made.
2. Transferability — can be defined as an i xtent to which working hypotheses can also
be employed in other contexts, based on an assessment of similarity between the
two contexts .0
3. Dependability — in what degree particular study can be replicated by other scholars
in similar or identical setting.
4. Confirmability — is defined asnabi | i ty t o t r aoostuctian of ansear c
interpretation by following the data and o
5. Integrity — the degree to which answers of the respondents can be trusted in the

study.

Yet, this study is evaluated based on approach advised by Storbacka et al. (2011), who
suggest usage of eight different criteria for quality assessment (Table 5). In general, their
criteria are very similar to the one introduced by scholars Wallendorf and Belk (1989).
However, Storbacka et al. (2011) also include three additional measures -
preunderstanding, which reflects researcher’s knowledge about the studies phenomenon
constructed from previous experiences, studies, etc. (Gummesson, 2000); understanding,
orthefiext ent to which participants buy into re
w o r | (Hlist,0WNoodruff and Gardial, 2002, pp.106); and utilization, which shows that the
study in question can be valuable in a number of ways, and that it could also be applicable
in an everyday context (Gummesson, 2000, pp.164), which in the case of this study is the

business context.

Overall, every criterion used in the quality evaluation of this study is satisfied. However, it
was impossible to measure “understanding” criterion, due to the fact that the feedback from
the informants will be received only after this thesis is completed and submitted for grading.
In addition, it is also acknowledged that there could be a possible risk related to the integrity
of the respondents, who could have been cautious during the interviews, although full

anonymity to all respondents was provided.
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Table 5. Assessment of the study’s trustworthiness (Storbacka, Polsa and Saaksjarvi,
2011).

Criteria Assessment

Credibility - The data was collected with a help of qualitative face-to-face interviews with seven
representatives of different Finnish food-producing SMEs, which allowed triangulation of
sources i.e. usage of several informants (Wallendorf and Belk, 1988).
- Usage of a comprehensive data treatment approach, which means consideration of all the
collected during the study data (highly recommended by Silverman (2011)).

Dependability - The data collection methodology is consistent in gathering data about SSCM practices in
Finnish SMEs.
- Informants referred to similar issues which made it possible to group data from different
interviews into themes.

Integrity - Participation in the study was voluntarily, meaning that informants had a genuine interest to
share their experiences for the purpose of the study.
- Usage of rapport helped to establish trust.
- Triangulation across multiple sources which referred to similar issues.
- The outcomes of this study do not directly affect informants or their companies.

Anonymity of the informants and their companies.

The outcomes of the study can be considered by informants (and their companies) in the future
development of SSCM strategies. More insight on practical implications can be found in the
last chapter of this thesis.

Utilization
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4. FINDINGS

This chapter presents findings of the study which are based on the seven qualitative
interviews conducted during the Summer 2018. Participants of the of the studies are SCM
professionals representing Finnish SMEs from food-producing industry. The aim of this
study is to investigate the sustainability practices used by small and medium-sized local
companies in Finland when managing SCs of their companies. By doing this, it is possible
to answer the main research question — How do food-producing Finnish small and medium-

sized companies incorporate sustainability into their supply chain management practices?

Because this is a multiple-case study, data analysis was heavily based on comparison,
which is also visible in the presentation of findings. Importantly, multiple-case study helped
to establish triangulation of sources and data, contributing to the overall quality of the
findings. Further, in order to avoid making false correlations, data from every case
(interview) was first analyzed separately before comparison and presentation of the
findings. Overall, the outcomes of the interviews were consistent among the all
respondents; however, there also were several issues where respondents had somewhat

contradicting insights.

The finding of this study presented in a way that follows the conceptual framework (Figure
5, pp.16) and data categories (Table 4, pp. 26), introduced in the earlier chapters of this
thesis. This allowed to carefully consider different aspects of SSCM in the case companies,
which reflected a lot of previous studies in this area. In addition to the findings correlating
to each category, this chapter also presents a summary of the results providing with a

holistic view on the outcomes of this study.

4.1 Reasons for SSCM

Local food-producing companies in Finland have a number of strong reasons to incorporate
sustainability into their SCM. The main factor, however, is the changing market
environment, where consumers are striving to buy more sustainable products, especially

when it comes to food:

AOur motivation is of course mostly driven by

t he

and consumer wants currently, while being as sustainableas possi bl e.

Company 1
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However, companies also admit that suitability is also motivated by not only external
pressures, but also internal benefits, mainly related to an increase in productivity and cost
savings. Thus, one of the respondents provided with an interesting answer, suggesting that
a lot of companies strive to be sustainable because of the market demand, while their

business mainly sees it as a great opportunity to significantly lower the costs:

ATo be honsusanability is relatad $0 cost savings in our strategy. It is also a way to
keep up with

Company 5

On the other hand, one respondent argued that their company was established with an idea
of sustainability in its core, long before the change in the market happened, because the
owners wanted to be responsible producers of an excellent product. For this company, the
motivation was to assure that everyone in the SC gets a fair pay, especially workers that

grew the raw materials in a country located in developing countries.

Another important benefit acknowledged by interviewees is competitive advantages that

companies can get by performing SSCM practices:

il think that ev ehaiylikenproougement production emdisp pnlhgve a
significant role in value creationandi t al so results in a higher

| thinké that the story what we can proudly tell about our productsé like the origin of the
ingredientsand the way they were made

Company 7

Nearly all the respondents agreed that sustainability has become an inseparable part of
their corporate strategy, meaning that it cannot be ignored in the SC as well. This is also
motivated by the fact that companies see a growing trend towards sustainability in the

future, and they want to be a part of it:

AAs one of t hprodbcergin Knfamdpowek have a>strong motivation to be better at
sustainability all the time. We have done product innovations to choose more sustainable
alternatives for <product>. Sustainability is a key focus for us and our strategy.

Company 6

mar k et

gual it

S

ou
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Finally, being a local business for many companies also implies being sustainable. In
particular, this means that companies are proud to be called a local producer and they strive

to show it though more responsible choices, which naturally become sustainable acts:

fiWe are proud to be a local producer of food. Sustainability is in local solutions in our mind, less
transport, you know your suppliers and whatever cannot be found locally we try our best to find it
as close as possible from a sustainable producer. 06

Company 3

As a result, by being sustainable, local Finnish companies develop a certain reputation,
which they consider to be a valuable asset. Some respondents have also mentioned that
because their SC is sustainable, it is possible to charge a premium price and also have
stronger relationships with their customers, who are increasingly concerned about
sustainability issues. In addition, according to respondents, SSCM can be an important (if

not decisive) factor when working with new clients.

4.2 Sustainability as a part of overall SCM strategy

Already answering question about motivation behind integration of sustainability into SCM
practices, respondents started to talk about the importance of sustainability in their
companies’ strategies. Therefore, because local SMEs in Finland mostly strive to develop
their business strategies with a careful consideration of sustainability, it becomes inevitable

to consider such matters in the context of SCM as well:

fSustainability is on our mind in most decisions that we take. We try to include it in our day to day
operations as well as in a larger strategy.o

Company 1

fSustainability as such fits our strategy great since we are looking to be the local option in a
competitive global market. Healthy food is going to be more and more important in the future.o

Company 4

One important instance of integrating sustainability into overall SCM is careful selection of
suppliers. For most companies, it is important to know the origin of the raw materials, and
make sure that those materials are sustainable. This is an essential issue, especially

because of the demand coming from the market:
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fiWe choose suppliers and raw materials based on locality and origin of raw material. Also,
sustainable harvesting of raw materials such as palm oil is important for us and our customers.o

Company 1

fWell our priority number one is to have products that consumers wanté . That being said, the
trend is towards more and more sustainable produced producté s and we have been putting

serious effort to organize our supply network as well as doing internal strategy choices that require
certain things from our raw materials.

Company 2

However, companies also admit that there is a lot of work to be done in this particular area:

So far, we have only included sustainability in our strategy together with market trends, which
influence the products that we make to our customers and consumersé | think, after this we will
have a closer look at how we actually should incorporate it to our strategy.

Company 5

For many companies, development of sustainable SC strategies becomes natural, because
most of the supplier are other local producers that strive for the same goals. In fact, some
of the respondents suggested that buying locally is a responsible act already, because it
does not require a lot of transportation, and also contributes to the local economy. However,
assurance of sustainability across the whole SC is more difficult for those food producers

that work with suppliers from abroad, especially the ones based developing countries.

4.3 Characteristics of suppliers

According to the respondents, commitment to sustainability is a highly important factor,
especially when it comes to choosing and working with suppliers. Moreover, suppliers
appear to be the main focus of overall SSCM strategies, which is shown in interviewees’
responses to the question about the role of sustainability in the overall SCM strategies as
well as other questions. Nevertheless, companies do not have systems in place to actually

measure sustainability of their suppliers:

firthere no specific indicators that we use, but we do have a specific guideline that farmers should
meet to become our supplier.o

Company 6
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the main issues for food-producing companies is the origin of raw materials and a list of
ingredients of the purchased products. Thus, companies expect their suppliers to have high

quality products that do not contain certain “unsuitable” or “unhealthy” ingredients:

fiWe have requirements for our suppliers to provide origins of the raw materials and if they include
any known not so sustainable products such as... palm oil, for example.o

Company 1

Here, it is important to mention that avoidance of some ingredients is often dictated by
buyers’ preferences. Also, for many companies it is important to get organic-certified raw
materials in order to be able to manufacture organic products for their own customers.
Therefore, transparency of production process is also considered as an important factor
contributing to the SSCM practices. Another important factor for food-producing companies
is the farming culture of their suppliers. This mainly refers to the conditions in which animals

are kept when it comes to meat products as well as animal products (e.g. milk):

Our customers and consumers are our main motivation to have a such detailed sustainability plan
what we request from our suppliers.

Company 2

Fair pay and good working conditions of suppliers’ employees is another important factor
considered by companies when dealing with partnerships. However, assurance of this
criteria is not always easy this to do, especially when it comes to working with international

suppliers. This issue will be further discussed later in this chapter.

Strong relationships with suppliers are an important part of SCM strategy for all the case
companies. Overall, respondents agree that it is highly important to get to know suppliers
as closely as possible in order to get the best raw materials and other supplies. Moreover,
strong relationships eventually result in cooperation between the parties in different

business aspects, also when it comes to sustainability issues:

We encourage our partners to minimize food waste by having good co-operation with production
planning.

Company 2
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In addition, one of the respondents suggested that in some cases suppliers are the ones
encouraging this case company to be more sustainable, which results in improvements in

the overall SSCM for both companies:

fiWe can't in an efficient way do our own business and encourage our partners to be more
sustainable, so this is more of a flipped situation in our case that our suppliers encourage usé We
have good relationships with most of our suppliers which makes it easy for them to also guide us in
sustainabilityé o

Company 5

Yet, this does not mean that every local SME in Finland sees the situation in the same way.
Some companies do not have any sustainability criteria for their suppliers; instead, such
companies consider the fact of close locations to be “naturally suitable”. For example,
answering question about efforts in finding more sustainable supplier one of the

respondents argued:

"Only thing that comes to my mind is now that what we can source locally, within 200km in most
case'sé

Company 3

4.4 Organizational culture

Being a “local producer” appears to be a synonym to “sustainable producer” in many small
food-producing companies in Finland, which also can be seen in the organizational cultures
of such organizations. In particular, this means that people in such businesses feel proud
to be a part of a local company that tries to do its best when it comes to making responsible

choices:

fAmongst our employees we feel proud that we source local ingredients and have fair pay for our
suppliers.o

Company 1

For some companies, creating awareness about sustainability issues is an important part
of everyday operations. Here, one of the most important contributors is company’'s
commitment to waste reduction (e.g. paper, food, etc.) which is highly encouraged by

management and actively discussed by employees:
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fFood waste is something we have talked internally about a lot, which has resulted in our waste
decreasing by 60%.0

Company 5

At the same time, for the majority of case companies’ organizational culture is heavily
influenced by the overall image and business strategy of the company and the products
they manufacture. In addition, respondents suggested that the organizational culture as well
as perception of sustainability in it is also constantly evolving, corresponding the changes
in the market:

fSustainability is a part of édwyearsbaaktWer iepraductd ay ,

development have done a great deal of internal lobbying to get sustainability in the agenda over the

past 5 byteamvr s E b eslincogporatedi int @ ur

Company 6

Another important matter concerning organizational culture is education of the employees
about sustainability. This question became somewhat controversial because most
respondents suggested that there is no formal training for the employees about this issue;
however, interviewees also argued that this does not mean that companies ignore
communication of sustainability to their employees completely. Thus, some of the
respondents suggest that several of their employees do receive a formal training as long as
their responsibilities require it; while others suggested that informal guidelines in most cases
are enough:

fWWe have had training for our employees in organic products as well as food waste, but no actual
training has taken place for procurement staff, only a guideline what we require in our raw
materials. Key value is fresh & good food.0

Company 2

fSustainability training is something that we have done in product development but concerning
procurement they have just been given guidelines to work with.o

Company 6

Finally, most interviewees suggested that they do not feel like special education of
employees concerning sustainability issues is necessary to establish in their organizations.
This was supported by an argument that employees in the case companies are aware
enough about such matters; and that arranging a formal training for all the employees would

be not only costly, but also unnecessary:

DNA.
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fiWe have the main two values: deliciousand f air, or what you wo
company there are around 20 people, and we try to make sure that they all understand the way we
are doing things without

Company 7

4.5 Production and logistics

When it comes to SSCM in local Finnish SMEs, commitments are not limited to the
procurement activities only. In reality, local food producers in Finland pay a careful attention
to other parts of their SCs, including such major operations as production and logistics,
where companies seem to agree on a lot of aspects related to more responsible choices
and SSCM in general. In this subchapter, integration of sustainability into production and
logistics of the case companies is discussed separately, although they belong to the same

category in this study. This is done in order not to cause a confusion among the readers.

45.1 Production

Talking about sustainability in the production processes, respondents pointed on four
important issues. First of all, all the case companies strive to reduce the waste. In particular,
this means more efficient usage of raw materials and recycling. In addition, some of the
respondents mentioned the importance of products’ packaging, which they also try to make
as sustainable as possible by using recycled materials (at least to some extent) and
encouraging customers and consumers to recycle. This is usually done through personal
conversations with customers and other partners as well as by placing responsible message
on the packages. These actions eventually result in development of a better image and also
lead to some big savings:

fiVe try to minimize waste and energy and water consumption as well as make sure that our

suppliersdothe sameé We al so have some o0ngollougparmerssmaboatr s at i o

sustainability, especially more smart wusage
al so want our partners to succeedé

Company 1

Another important subject of discussion in the production context is an efficient energy use,
which is closely related to the equipment used in the production of the case companies.

Thus, respondents agree that more efficient modern equipment that consumes less energy

of

é
You
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is an essential part of sustainable production, which contributes to sustainability of the whole
SC. Although upgrading the equipment is not a cheap solution, all respondents were
confident that this is something worth doing because it also results in a number of benefits

in a long run:

"We have been investing heavily in efficient equipment that use less energy and produce less
wasteé | think that it has been whateddifferenceit madete y ear
our business starting from increased employee satisfactont o a si gni fi cant cost r

know why any company would wunderest:i

Company 3

Food industry is constantly developing, and today, a lot of companies have access to more
sustainable raw materials as well as more sustainable alternatives for some of the
ingredients. Sometimes, it can result in increased costs, but, as it was motioned earlier,
customers are willing to pay a premium for more sustainable food products. In addition,
companies try to offer alternatives to people that are concerned about such issues as usage

of unethical ingredients:

fin production we try to eliminate waste as well as have our less sustainable raw materials to be
replaced with sustainable ones such as organic products and veggies, for example... 0

Company 6

Ultimately, all the respondents claimed that their companies are not planning to stop making
sustainable improvements in the area of production because this is something that
businesses believe to be an inseparable part of the future growth and success. This also
concerns education of the employees about the sustainable changes and their importance

for the companies:

il think now the next | ogical step wildl be think
actually do everythingthatwe can do i ncorporate sustainability
Company 1
AThat i surcbnopany bag heenanvesting and is going to continue investing in

environmentally-friendly solutions to improveourever yday acti o

Company 4
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4.5.2 Logistics

Sustainability in logistics as a crucial part of the overall SSCM; and it appears to be a rather
tricky issue. The most critical factor influencing choices related to sustainability is costs,
which in many cases is naturally the most sustainable solution for many local SMEs in
Finland, mainly due to the fact that transportation distances are rather short when
companies use local ingredients. Therefore, companies often see usage of local ingredients

as a way to be more sustainable in the context of logistics as well:

fWe are centrally located with good connections everywhere which allows us to utilize transports
otherwisegoi ng empty one way O

Company 1

il dondét think there is any speclthfinktbatouaOp2 Al | |
emi ssions might be as | ow

Company 6

Some of the respondents have mentioned the importance of having very strict order
guantities and argued that their companies try to order full loads whenever possible. At the
same time, one of the respondents took a more holistic view on responsibility concerning
logistics. In particular, this interviewee suggested that SSCM is not limited to what the
company actually does and its suppliers, but it is also strongly connected to when happens
after products leave the factory:

flLogistics is always difficult, because the customer in a sense is mostly responsible for it. We
ourselves try to order big quantities at once and encourage the same for our customers. 0

Company 3

This view partly contributes to the findings presented in the following category. However,
what is important to note here is that case companies (at least the majority of them)
understand the holistic view of SSCM that is a part of the company and all its partners,

regardless of the size and the role they play in their SCs.
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4.6 Barriers and challenges

When discussion about barriers and challenges that food-producing SMEs are currently

experience in the field of SSCM, some of the respondents could not name any:

Considering SCM | think we do not truly have any challenges. We truly try to incorporate everything
in a logical way, but we do not go out of our way to really push agenda. | think its naturally part of
our culture to try to do our best with what we can within our budget.

Company 1

Yet, costs, like in the citation above, were named as one of the challenges that case
companies are facing. This relates to the costs of more sustainable raw materials as well
as the costs associated with changes that need to be done in order to comply with
legislations and expectations of the customers. However, this challenge does not appear to
be as serious as it could seem, due to the fact that customers are prepared to pay extra for

products that are more sustainable:

fChall enges ar e mor e itwduldbeevaety ehsy to igromre sugtéinable raw materials

due to the price, but we have also noticed that consumers are willing to pay a bit more for a

sustainably produced product. We try to find the best compromises between price and
sustainabilty¢ so t hat our <custoders a

Company 2

On the other hand, some food-producers experience major difficulties because their
products are not perceived as sustainable, and it is hard to operate and grow in the market

conditions where customers turn away from consumption of certain foods:

iOur mai ssomethindthatits not considered very sustaina
looking to new product innovations all the time.0

Company 6

In this case, companies try to offer alternatives that could be more appealing to the
customers. This requires a lot of market studies and product development, which once
again, can become very costly, especially considering the size of such companies.

Accordingly, size of the case companies is another significant challenge acknowledged
during the interviews. According to some of the company representatives, it can be much
harder for smaller food producers to compete with bigger companies, also when it comes

to sustainability across SCs:
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i think for us itbés our size. We are such a
competitve mar ket . Even though we grow quite f.ast i
Hopefully, soon we will be big enough to have more options available to us.0

Company 5

Relatively small size of SMEs can also result in inability to take care of larger orders, which
often leads to the delays in deliveries. As a result, relationships with supplier can
significantly suffer, especially when customers have a high bargaining power towards the
company. Also, smaller companies do not have access to the resources needed for a
market study, unlike global giants, and also it can be harder for SMEs to assure

sustainability across the whole SC when dealing with international suppliers.

Therefore, one of the biggest challenges for food producers in Finland concerns those that
use imported raw materials. In particular, for small companies in this situation is it harder or

even impossible to find suppliers that could satisfy all the sustainability criteria:

fBiggest issue for us is that not everything can be sourced locally even though we have the
willingness for it... This makes it necessary to choose sometimes big international companies that
are already very much on top of the sustainability in their products.o

Company 3

Challenges with international suppliers faced by Finnish SMEs continue when it comes to
such issues as fair pay and working conditions of the employees, origin of the products as
well as the quality of them. For example, it is practically impossible for a small company to

constantly make sure that everything is up to sustainability standards:

fiWe use raw materials coming from such countries as Africa and India and also other places, and
this must be the hardestp ar t o f o ur Foous,étis hardicleeck svigh those suppliers all the
time é This is why it is important for us to buy

Company 7

In this case, one of the respondents suggested that the key to successfully overcoming
such issues is to establish very strong relationships and trust with all the suppliers over
time, which, however, might take several years. However, according to this interviewee, it

is hard but not impossible.

on
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4.7 Summary of findings

Based on the analysis of primary data collected from the qualitative interviews with supply
chain professionals representing seven different food-producing Finnish SMEs it was
possible to display the finding which are essential when answering the research question
of this study. The outcomes of the study are divided into seven groups that corresponding

seven elements of the conceptual framework developed for the purposes of the study.

In addition, finding in this chapter also reflected categorization of the data, including defined
sub-categories, although no clear separation of them is displayed in the outcomes (except
for the production and logistics category). However, the summary of the findings from this
study does have a reflection of all the sub-categories and it can also be seen in the Table
6. The main purpose of this summary is to develop a holistic overview of the outcomes,

which supports answering the main research question.

SSCM in Finnish SMEs can be seen from the perspective of six building blocks, which
address different aspects of SCM activities as well as the organization itself. Thus, food-
producing SMEs have both internal and external motivations to integrate sustainability into
their SCM activities. Eternal motivations are related to the pressures coming from the
market of operation as well as changing customer behavior in particular, who are more and
more concerned about the food they buy and consume. In addition, another reason why
companies are switching to more responsible business strategies is because customers are
prepared to pay extra for more sustainable foods. On the other hand, internal motivators
are the benefits that case companies can enjoy by making more sustainable choices in their

SCs, such as: cost reduction, increased productivity and improved overall reputation.

Sustainability has become an important part of overall SCM strategy for the case
companies, which is primarily seen in selection of suppliers and building relationships with
them. Furthermore, small food-producers are committed to further develop sustainable

strategies and also stress the importance of cooperation with their partners in this area.

Selection of suppliers and development of the relationships with them appears to be two
central activities related to SSCM. Although companies do not have formal lists of criteria
based on which suppliers are evaluated on a regular bases, Finnish SMEs still have
important guidelines that help managers to make good decisions. In this context, the most

important criteria include: origin of the products, elimination of unhealthy or unsustainable
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ingredients, high quality of raw materials, sustainable farming culture, especially when it
comes to animal farming, fair pay and good working conditions as well as transparency of
overall operations. Short distances allow companies to be close to their local suppliers
which benefit development of personal relationships, establishment of trust and close
cooperation in SSCM. However, companies working together with international suppliers

experience a number of difficulties in these matters.

Table 6. Summary of the findings

External: Sustainability in Requirements: Often influenced | Production: Challenges:

- Changing SCMis a part of | No formal by the company | . waste reduction | - High costs of
consumer overall business | criteria, but Image and recycling changes
behavior strategy guidelines for Education of More efficient towards more

- Expectations - Selection of sustainability employees: equipment and sustainable
of the market sustainable assessment, - Almost no energy use SC (e.0.

suppliers is a such as: education, or Usage of quallty equipment,

Internal: priority in - Origin of the education of and sustainable raw materials,

- Increased SCM products employees raw materials etc.) )

g - Further - Avoidance of that work with Sustainable - Manufacturing
productivity i ackagin of products

} ~ development certain tasks p ging ' produ
efficiency of SSCM ingredients requiring earch 1or more Wi )

. ractices is - Quality of raw special sustainable unsustainable
(reduction) P i roduct reputation
- Positive the future materials knowledge p : putati
; . Development | - Sustainable (e.. alternatives to - Small size
reputation p : f t when
— of SSCM farming procurement). orrer cusiomers )
local = ies i culture - Most competing
sustainable strategies is ! ) ith bi
often - Fair pay and companies do | Logistics: ‘k’)V' '\ bigger
N i usinesses
coordinated good working not see a - Being local - Workina with
with partners conditions need for \ Ing wi
P degreases t t |
- Transparency formal t . International
. . ransportation I
of operations education i suppliers
bout SSCM rnes
) . a Choices related
Relatlonshlps: , to |Ogistics are Measures to
- Close (often Company’s usually overcome
personal) values: motivated by challenges
relationships - Being proud costs - Customers
- Development to be alocal Ordering special pay premium
of trust (sustainable) quantities/full for
- Cooperation producer trucks sustainable
on SSCM - Decrease of SSCM in products
- More waste logistics - Looking for
challenging depends on the sustainable
when it comes other partners product
to as well alternatives
international - Striving to find
suppliers best available
international
suppliers
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The organizational culture of Finnish SMEs is heavily influenced by company’s corporate
culture as well as its values. These values are primarily related to being proud about the
local business as well as devotion to make a positive impact whenever possible. Although
sustainability appears to be a critical part of companies’ values, most of food producers do
not have any formal training arranged for their employees. Instead, sustainability becomes
a norm; and only people working directly with responsibilities related to sustainable SC,
such as procurement, receive an additional training to increase their competence in this

area.

When it comes to production and logistics, Finnish SMEs put a lot of effort into minimizing
the environmental impact as well as to improving overall efficiency of the operations. One
of the key sustainable commitments in production is more efficient equipment, which also
helps companies to cut their costs significantly. Reduction of waste, recycling as well as
reduction of water and energy usage are also important activities contributing into overall
sustainability of the SCs in such companies. Besides, companies are striving to use more
sustainable raw materials in manufacturing as well as search for more sustainable product
alternatives to offer their customers. Talking about logistics, the main factor contributing to
SSCM is the fact that most materials are bought locally and do not require a lot of
transportation. Yet, most choices in this area a made based in costs, and logistics become
trickier when dealing with international suppliers and undertaking the holistic overview of

the SCs, which includes multiple actors, also customers.

Corresponding to the findings from the primary data analysis, there are four main
challenges faced by local food-producing SMEs in Finland related to SSCM. First of all, it
is high costs associated with more sustainable choices such as more efficient equipment,
more sustainable raw materials, development of more sustainable product alternatives and
substitutes to cater the market changes and consumer preferences. However, majority of
target audience is prepared to pay extra. Secondly, some of the food producers
manufacture products that have rather negative reputation in terms of sustainability, which
forces such companies to develop ways to make their offering more attractive. Smaller size
of the companies also makes it harder to compete with larger companies that have access
to big resources (both financial and human) to make changes in SSCM. Finally, doe SMEs
it appears to be a great challenge to assure suitability across the whole SC when working

with international suppliers.
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Accordingly, introduced in this chapter findings show that SMEs in Finland incorporate
sustainability in different parts of their SCs. Based on the presented outcomes, it is possible
to move forward towards further discussion about SSCM practices of food-producing SMEs

in Finland and answering the main research question.
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S. DISCUSSION AND CONCLUSIONS

Sustainability as a part of SCM has become an important topic actively discussed by
practitioners and academics. However, previous research in the area of SSCM has mainly
been focused on the big international companies, while relatively little attention has been
paid to smaller businesses, such as local SMEs. In addition, extant literature on
sustainability in the context of SCM in smaller companies lacks industry-specific insights,
mainly providing generalizations about SSCM practices. Accordingly, the goal of this study
is to present industry-specific insights on how SMEs incorporate sustainability into their

SCM practices on an example of local food-producing companies in Finland.

The primary data for this study was collected with a help of seven qualitative interviews with
SCM professionals representing local food-producing SMEs in Finland. The study employed
a general interview guide approach, meaning mainly interviewees received the same
guestions. The insights from the interviews were carefully analyzed using five-steps
process, paying special attention to the information required for answering the main
research question of this study: How do food-producing Finnish small and medium-sized

companies incorporate sustainability into their supply chain management practices?

This concluding chapter starts with a general discussion of the findings, though which each
part of the conceptual model is examined against the outcomes from the literature review,
leading to the answer on the research question. Then, this chapter continues with
presenting the conclusions as well as theoretical and practical contributions of the study.
Finally, this thesis provides with a number of limitations of the study as well as some

suggestions for the future research on SSCM in SMEs.

5.1 General discussion

Based on the findings of this study, it can be concluded that there is a number of important
sustainable measures in different parts of SC that contribute to the development and
implementation of SSCM practices in local food-producing SMEs operating in Finland. The
outcomes of the study show that most companies generally agree in on the key issues
related to different aspects of SSCM; however, there is also a number of differences
between perceptions, which are often motivated by such factors as specialization in different

products as well as origin of the raw materials used in food manufacturing. In this
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discussion, such similarities and differences are presented and examined against
conclusions made by scholars in the previous studies on SSCM in the context of both SMEs

and bigger international businesses.

Triple bottom line is one of the central concepts in SSCM literature, and it is also carefully
considered in this thesis, starting from the design of the study and finishing with conclusions.
Therefore, participants of the study were asked questions related to all the elements of the
bottom triple line — environmental performance, social performance and economic
performance (Carter and Rogers, 2008). Through the interviews, it became clear that local
food-producing SMEs in Finland generally strive to find a balance between all of the

dimensions, pointing on the connections between them.

Reasons for SSCM

Corresponding to the previous studies, Finnish food-producing SMEs have both internal
and external factors inflecting their decision to integrate sustainability practices in SCM.
Thus, external pressures include changes in the market, where customers and other
stakeholders expects a more responsible behavior from the companies in different aspects
of their operations, including SCM (e.g. Moore and Manring, 2009), and Finnish SMEs are
not an exception. Local Finnish companies do not just acknowledge existence of this force,
but also argue that they want to be a part of the changes and move forward towards more

sustainable food production.

Interestingly enough, none of the respondents mentioned external pressure coming from
the bigger companies (clients), which was suggested as one of the factors influencing
development of SSCM practices in SMEs (Ciliberti, Pontrandolfo and Scozzi, 2008). At the
same time, some of them admitted that willingness of customers to pay premium for

sustainable products does support their efforts in this area.

On the other hand, there is a number of benefits that companies gain because of becoming
more sustainable. Similarly to global giants (Ageron, Gunasekaran and Spalanzani, 2011),
SMEs enjoy such advantages as increased productivity, reduction of the costs as well as
improved performance, reduction of waste and natural resource use (McMurray et al.,
2014). Furthermore, integration of sustainable practices into SC also help such companies
to develop a positive corporate image, which often seen as even a bigger competitive

advantage because local producers are generally perceived as more sustainable (Roininen
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et al., 2006). This is especially noticeable in the Finnish market, where consumers are
prepared to pay more for more sustainable food produced locally (Bask et al., 2013;
Roininen et al.,, 2006). These benefits were also acknowledged by the interviewees,
meaning that findings of this study concerning motivations behind sustainable practices in

SCM support previous research in this area.

Continuing discussion on the competitive advantages, some of the respondents suggested
that sustainable practices, which involve close relationships with suppliers also contribute
value creation. Thus, companies (and their employees) are proud to be local producers and
to be able to be open with customers about the origin of the raw ingredients and the way
production process works, which adds a special experience and overall value to their

customers.

Sustainability as a part of strategy

Previous studies suggest that sustainability should be integrated into overall SCM strategy
(e.g. Carter and Rogers, 2008); and this is something this study also aimed to address.
According to the respondents, sustainability has become an essential part of overall
business strategy, and SCM is not an exception. Moreover, participants of the study argued
that it is impossible to be a sustainable company, unless the whole organization strives to
live up to the more responsible standards in every operation, which once again aligned with

the conclusions of the previous research.

The most important focuses of SSCM is selection of sustainable suppliers, together with
sustainable production and logistics practices. Here, concern of companies is balanced
between lowering the environmental impact, assuring good work conditions and fair pay for
the workers in the company itself as well as its suppliers (especially international ones) and

managing costs associated with such activities.

Finally, SSCM is seen by local food-producers in Finland as a system that is affected by all
the members of SCs, which makes it harder to manage. Accordingly, case companies strive
to cooperate with their partners on development and implementation of the SSCM strategies
including such issues as recycling, decrease of waste, logistics and product development.

Finally, development of sustainability practices is a continuous process which requires a full
commitment of the whole company (Carter and Rogers, 2008). In case of Finnish SMEs,

this is also one of the key ideas of SSCM development, and all of the companied do realize
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that there is a lot of work to be done in this area, although they have already put a lot of
effort into it. Accordingly, companies are committed to do further improvements in the area

of SSCM; and most of them have a clear understanding of the following steps.

Characteristics of suppliers

The importance of cooperation with suppliers in sustainability efforts was previously
stressed by many scholars (Seuring and Mdller, 2008). For many global companies, special
polices, monitoring of the suppliers and formal education provided for the partnering
companies have become an important part of SSCM practices; and such companies are
nowadays investing a lot of money in these activities (e.g. Morali and Searcy, 2012).
However, this study has shown that local food producers do not have any formal criteria for
supplier assessment, although there are some guidelines that help companies to choose
more suitable partners, which also confirms findings documented in the extant literature on
SSCM.

The most important characteristics of suppliers, defined through the data analysis, are
closely connected with sustainability and include such aspects as origin of the products,
avoidance of certain ingredients in the production, quality of the raw materials, sustainable
farming culture (especially related to meat and other animal products), fair pay for workers
(especially in developing and undeveloped countries) and good working conditions as well

as overall transparency of the business operations.

Being local producers, all Finnish SMEs have an advantage of establishing strong
relationships with local suppliers, which was also pointed in the extant literature (e.g.
Roininen et al., 2006). As it has been mentioned earlier, close relationships with suppliers
can lead to close cooperation of companies in SSCM efforts, which makes it easier for
SMEs to progress in this field as well. However, the situation is quite different for those
Finnish SMEs that also purchase their raw materials from abroad, especially from suppliers
based in developing and undeveloped counties. In this case, it is harder for SMEs to
establish relationships with partners and also to assure that sustainability criteria are
satisfied up to the standards of the company. In addition, small local producers do not have
resources to constantly monitor their international suppliers, which is different for

international corporations.
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Organizational culture

Organizational culture is an important part of overall SSCM practices (Carter and Rogers,
2008). This was acknowledged by both literature on SSCM in large corporations as well as
studies with a focus on SMEs. From the data analysis, it can be concluded that sustainability
has also become an essential part of organizational culture in Finnish SMEs, which
influences a lot of business decisions. The culture in such companies is usually formed by
a feeling of being proud to be a local producer and a strive to continue making progress in

the area of sustainability.

Formal education about sustainability in different aspects of business is not a common
practice employed by the case companies. However, some of the respondents said that
people closely working with sustainability issues (e.g. procurement specialists) do receive
a relevant training. In addition, interviewees agreed that in most cases there is no need for
formal trainings to be organized because of the companies’ cultures and the fact that

sustainability is something actively discussed by many employees already.

Production and logistics

Both production and logistics are key parts of SCs, and although this study is primarily
focused on procurement, the importance of these operations is not ignored. When it comes
to production, all the companies agreed that sustainable equipment is the one of the main
ways to become more sustainable. Coming back to the discussion about motivations, more
efficient equipment helps companies to become more efficient, improve quality of the
products as well as reduce costs and waste. However, the initial investment in such

equipment can be highly expensive for smaller companies.

Waste reduction and recycling are also an important focus of SMEs in their efforts related
to SSCM. In this area, Finnish SMEs often cooperate with their partners, making it easier
to make a progress in this area. Another factor contributing to a more efficient usage of raw
materials is quality supplies delivered by trustworthy partners. Besides, packaging is
something that companies try to develop so, that it is not only functionable, but also
recyclable, which significantly contributes to sustainability of the overall SC. Finally, waste
reduction starts from everyday activities inside the company, and it can be noted that

employee’s activity contributes to the idea of elimination of waste.
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Concerning product development, a lot of companies are striving to find more sustainable
raw materials and use alternatives that serves the market demand better. For example,
some of the interviewees said that their companies no longer use products that contain
palm oil. At the same time, there are some companies that are involved in manufacturing of
foods that are not considered to be sustainable, making it harder for them to stay
competitive in the marketplace. In this case, such companies often look for more
sustainable alternatives and substituted to keep up with the market changes. However, this

process can be costly and demand some extra resources.

Talking about logistics, it is important to mention that most choices in this area are made
based on lower costs rather than sustainability priorities. Luckily, for most companies the
environmental impact of transportation is not high because the majority of the raw materials
(of not all of them) are local, which was also acknowledged in the extant literature (Roininen
et al., 2006). However, companies still try to find the most efficient transportation solutions
and try to coordinate logistics with their partners to achieve better outcomes. Accordingly,
this once again shows the importance of cooperation between parties in SCs in different

aspects.

Barriers and challenges

The literature review introduced earlier in this thesis has shown that there is a number of
challenges that SMEs face when developing and implementing SSCM practices. Many of
the such challenges has also been defined though the analysis of primary data in this study.
According to Bourlakis et al. (2014), the main problems faced by SMEs in SSCM are
associated with a lack of such resources as time, skilled people, information and money.

The outcomes of this study also confirmed these findings.

The first challenge acknowledged by respondents is lack of financial resources. For
example, upgrading the equipment and switching to the use more sustainable raw materials
in manufacturing is a huge cost for SMEs, which results in increased priced for the end
products. However, interviewees agreed that this problem is naturally solved because their
customers are prepared to pay more for better products. This supports findings from the
previous studies on behavior of Finnish consumers (Bask et al., 2013; Roininen et al., 2006).
Different type of challenge is faced by the companies that manufacture foods which are not

considered to be sustainable (e.g. meat). Such businesses are forced to be more creative
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and find new solutions for the excising products as well as finding alternatives that could

satisfy demands of the market.

Size of the company can also be seen as a challenge faced by SMEs. In comparison with
global giants, smaller businesses have less resources to allocate to sustainable product
development, development of the criteria for supplier assessment, monitoring of the
suppliers, etc. Although the majority of suppliers for food-producing SMEs in Finland are
local companies, there are some exceptions that cannot be ignored. Thus, some of the
interviewees said that it is hard to constantly check on supplier located on the other
continents, and the only way to be confident in the quality of imported raw materials is to

establish close relationships with such partners over time.

Finally, smaller companies often cannot compete with volumes manufactured by
international giants. For instance, some of the respondents argued that small production
capacity can be a reason for late deliveries, which have a negative impact on relationships

with customers.

5.2 Conclusions

Small and medium-sized local Finnish companies representing food industry employ a
number of practices when incorporating sustainability into their supply chain management
practices. In this thesis, such practices were defined with a help of a conceptual framework
which consists of six pars, corresponding to different important aspects contributing to the
development of SSCM. The framework was designed based on extant research conducted

in the field of SSCM and it was used through the whole research process.

The main conclusion of the study is that sustainability in the small food-producing
companies is integrated in every part of SCM practices, and that it is performed not only by
the company itself, but also by other partners such as suppliers, customers, etc. Thus,
companies pay a careful attention to coordinating development and implementation of their
SSCM practices with their partners. Accordingly, cooperation between partners towards
working on improvements of sustainability in SCs can be seen as one of the key practices
in SSCM.
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Integration of sustainability into SSCM starts with internal and external motivations of the
company, most important of which include changes in the market towards consumption of
more sustainable foods as well as overall rising concern about sustainability and CSR
issues. However, another significant reason for companies to become more sustainable is
a number of benefits some of which include decrease of costs and waste, increase of
productivity, improved quality and positive reputation of the company. Thus, realization of
the need to integrate sustainability practices into SCM is a starting point on the way to more

responsible SCM.

Finnish SMEs have realized that sustainability is an important part of overall business
strategy; and, therefore, its importance in SCM cannot be overlooked. The main
sustainability practices in this area are related to such activities as supplier selection and
development of relationships with suppliers, which is guided by certain criteria, although no
formal measures are normally used by SMEs in this process. The most important matters
affecting the choice of suppliers include origin and quality of the raw materials, fair working
conditions and pay for the workers as well as sustainable farming culture and transparency
in communication. While such approach appears to be working fairly well with local
suppliers, extra effort is required with international partners, where companies put even

more effort into selection and monitoring.

Other sustainability practices affect production and logistics. Waste reduction and recycling
are the main focus in this area, which is achieved by using more efficient equipment and
more sustainable (quality raw materials). Small food producers in Finland are also putting
a lot of effort into development of more sustainable products, looking for alternatives to
satisfy the demand and even sometimes change a negative perception of certain foods.
When it comes to logistics, however, no formal actions are undertaken because of two main

reasons: cost-orientation in this area as well as short distances due to local sourcing.

No formal actions are also undertaken when it comes to employee education about
sustainability and sustainable SC in particular. However, companies sometimes provide a
special training for people that involved in operations that require special expertise in
sustainability (e.g. procurement). Nevertheless, it appears Finnish SMEs representing food
industry has sustainability as an important part of both corporate values and the

organizational culture.
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Finally, sustainable actions of case companies also help them to overcome some of the
difficulties. Among others, turning towards more sustainable production increases
competitive advantage of smaller food producers in comparison to bigger international
companies because customers are interested to make more responsible purchasing
decisions and are willing to pay a premium. Also, being more sustainable companies open
new business opportunities that help such organizations to increase their performance in

the changing market environment.

To conclude, food-producing Finnish small and medium-sized companies incorporate
sustainability into their supply chain management practices by making sustainable changes
in the current SC operations as well as by searching for new opportunities to become a
more responsible business. Importantly, such companies realize the importance to
coordinate their actions in SSCM are with partners. In addition, SMEs admit that
sustainability is something that needs to be constantly improved and they are willing to

continuedly invest in this area in the future.

5.3 Theoretical implications

This study contributes to the extant literature about SSCM and to research on SSCM in
SMEs in particular. The main theoretical implication of this study is that it shows how SMEs
integrate sustainability practices in their SCs on example of Finnish market. In particular,
this study offers a conceptual framework that helps to define such practices as well as to
develop an understanding about the way it is done. This is also an industry-specific multiple-
case study focusing on food-producing SMEs, which is a new perspective in the area of
SSCM research.

The conclusions of this study support previous finding by Hallikas and Kahkénen (2015),
who argued that sustainable practices in Finnish SCM are generally applied. It also confirms
that the majority of Finnish companies have average or low degree of monitoring of their
suppliers or combine higher monitoring with close collaboration with partners. However, this
study also brings new additional insights that has not been previously defined in the
literature on SSCM at SMEs.

Accordingly, this thesis has three main strengths. First, it contributes to fill a gap existing

the literature. While multiple studies on the SSCM practices are performed, the majority of
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them are focused on researching bigger companies, whilst overlooking SMEs. In addition,
there is a lack of industry-specific studies in the area of SSCM, which is addressed in this
thesis. Secondly, multiple case study methodology was adopted in this research, which
allowed data triangulation, contributing to the validity and reliability of the study. Finally, this
paper not only carries theoretical contributions, but also can be used by SC managers

interested in development of more responsible SCM practices.

5.4 Practical implications

The findings of this study can be used by SC managers to improve sustainability across
SCs of their companies as well as for business that wish to become a supplier of a
sustainable SME. In particular, the outcomes are useful when looking at the areas where
sustainability actions are needed as well as the ways to integrate sustainability into different
SC-related operations. Although this study is focused on companies representing food

industry, it can be applied to other types of businesses as well.

Thus, the core of SSCM practices relate to procurement and relationships with suppliers in
particular. The choice of suppliers (and other partners) should be done based on a
developed sustainability criterion, which can be used a guideline or a formal procedure. The
most important aspects of such criteria may include the origin of the products and their
quality, sustainable farming culture fair pay and good work conditions for the employees,
and, most importantly, transparency in all communications and a strive to develop strong

relationships. However, other parts of SC should not be overlooked by any means.

Implementation of sustainable actions have a number of important benefits, which are
essential to consider when developing and implementing SSCM practices. In addition,
responsible changes such as switching to more sustainable raw ingredients, avoidance of
certain ingredients as well as development of new alternatives that could better satisfy
market demand can be seen as a solution to multiple challenges faced by food-producing
SMEs.

Finally, cooperation with partners in development of SSCM strategies and implementation
of more sustainable actions is the key to success. One company does not represent the
whole SC, and it is highly important that all the parties are contributing into development of

more sustainable businesses. Therefore, companies should initiate conversation about
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sustainability and help each other to make changes necessary for achievement of the

common goals.

5.5 Limitations and future studies

This thesis, like any other, has a number of limitations that are important to acknowledge.
First of all, the results of this study are based on the qualitative interviews with a limited
number of respondents (case companies) located in Finland. This means this study is
limited to Finnish market, and food-producing companies, implying limited generalizability
(Saunders, Lewis and Thornhill, 2009). Therefore, future research might benefit from
gathering data from other markets than Finland or by making a focus on a variety of industry-

specific SCs.

Secondly, this study has a number of theoretical limitations. Thus, it explores SSCM in
SMEs from the value-creation perspective, relying on the extant research in this area.
Consequently, similar study could be conducted from a risk point of view, which would also
mean relying on somewhat different theories and frameworks that the ones introduced in
this thesis. In addition, future research could also be focused on one of the six factors
contributing SSCM in SMEs (e.g. reasons and motivations) to get a more complete

understanding of it.

Thirdly, there are several differences between SMEs of difference sizes, which can be
divided into micro, small and medium-sized companies (Bourlakis et al., 2014). However,
this thesis does not consider differences between SMEs of different sizes, which suggests
that the future research could also address this context of SSCM in smaller companies.
Finally, this is a cross-sectional study, meaning that it does not observe the development of
SSCM over a long period of time, but rather focuses on the current situation in the market.
Correspondingly, a longitudinal study could examine changes in SSCM practices of SMEs

over time (Saunders, Lewis and Thornhill, 2009).
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APPENDICES

Appendix 1: Interview guide
LUT
Lappeenranta
'as? ® University of Technology

INTERVIEW GUIDE

Integration of sustainability in supply chain management practices in Finnish food-
producing small and medium size companies

The purpose of this interview is to gather information about how Finnish food-producing small and medium
size companies incorporate sustainability into their supply chain management (SCM) practices. The interview
will last for approximately 30-45 minutes and will be recorded for future analysis. The names of the companies
as well as its representatives will not be disclosed in the study; however, some quotations might be used in
the text of the thesis. Interview will be conducted in English language to avoid inaccuracies when translating
interview transcript translation.

Position in the company:

1. Could you describe your responsibilities?
2. How would you characterise your company’'s customers?
3. How would you describe the bargaining power of your company towards suppliers?

The following questions are related to sustainability in SCM of vour company

4. What is the motivation for your company to implement sustainability initiatives in the SCM practices?
- How does sustainability fit to the overall strategy of your company?

5. How does your company attempt to include sustainability when developing strategies related to
SCM?

6. What indicators (if any) does your company use in order to measure supplier performance in
sustainability?
- What kind of special requirements (if any) does you company have for your supplier (and other
partners)?
- How do you encourage your partners to be more sustainable?
- How would you describe your relationships with suppliers (and other partners)?

7. What is the overall role of sustainability in the organizational culture of your company?
- How do you promote issues related to sustainability among your employees (and other
stakeholders)?
- Do you provide any kind of training for your employees related to sustainability (e.g. related
procurement and suppliers)?
- What are the key values of your company?

8. How is suitability reflected in your production processes?

9. How is sustainability reflected in your logistics?

10. What are the main challenges and barriers related to incorporation of sustainability into SCM
practices at your company?

- How does your company (attempt to) address them?

11. Looking ahead, what will be the next step regarding sustainability in the supply chain of your
company?
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