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As the understanding of social and environmental practices among consumers grows, the
demand for more sustainable and transparent supply chains increases. For companies to
make rational and consistent choices in their supply network, evaluation of the pros and cons
of each factor of sustainability should be considered. To address these issues, companies
have adopted sustainability criteria, standards and other assessment methods as a part of
supplier evaluation and selection.

Building on triple bottom line theory as well as other theories around the topic, this study
explores the sustainable supplier evaluation and selection practices in a Nordic DIY retailer.
The qualitative analysis is based on six head-to-head interviews from the case company
personnel as well as the collection of secondary data from public sources. The data for this
study was collected between September and November 2021.

The findings of this study suggest that the Nordic DIY retail industry has not fully adopted
sustainability practices in supplier evaluation and selection. Furthermore, the findings
indicate that economic and social criteria are emphasized over environmental criteria in
supplier selection.
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Kuluttajien  tietoisuuden  kasvaessa  vastuullisuusteemojen  ympérilla  myds
vastuullisuusvaatimukset ostettavia tuotteita ja palveluita kohtaan kasvaa. Erityisen tarkeéda
yrityksille on tiedostaa oman toimitusketjunsa rooli lapindkyvyyden seka -eettisten
kysymysten kannalta. Jotta yritykset pystyvat tekemdan parempia péatoksia
toimitusketjussaan, taytyy niissa ensin ymmartdd kuinka eri vastuullisuuskysymykset
vaikuttavat kokonaisuuteen. Néaiden ongelmien ratkaisemiseksi yritykset ovat ottaneet
kayttoon vastuullisuuskriteereitd, -standardeja ja muita arviointimenetelmid osana
toimittajien arviointia ja valintaa.

Tassa tutkielmassa tarkastellaan vastuullisia toimittajien arviointi- ja valintakéytantojéa
pohjoismaisessa rauta- ja sisustuskauppa-alan ketjussa kolmoistilinpdatdksen teorian
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2021.

Tutkielman tulokset viittaavat siihen, ettd pohjoismaisella rauta- ja sisustuskaupan alalla ei
ole taysin omaksuttu kestavén kehityksen kaytantdja toimittajien arvioinnissa ja valinnassa.
Lisdksi havainnot osoittavat, ettd taloudelliset ja sosiaaliset Kkriteerit korostuvat
ymparistokriteerien edelle tavarantoimittajan valinnassa.
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1. Introduction

In a few decades supply chain management has grown its strategic importance in companies
and is recognized as one of the key success factors (Chan and Chin 2007). The rapid increase
in research around sustainable supplier selection as well as the empirical evidence of
sustainability actions linking with financial success suggest that sustainability will be an
important theme for organizations in the next couple of decades. (Wetzstein, Hartmann,
Benton jr. and Hohenstein 2016, 321; Huang, Cheng and Chen 2017) Prior studies in
sustainable supplier selection process have focused on few industries or in a single stage of
the full process. Case studies regarding other industries and/or other stages of the process
are welcomed. (Zimmer, Frohling and Schultmann 2016, 1418-1422)

External pressure from stakeholders has led to more transparency in supply chains. This
highlights the importance of managing sub-first tier suppliers as stakeholders’ often hold the
focal company accountable for all actions in the whole supply chain (Grimm, Hofstetter and
Sarkis 2014, 159) This especially applies to companies selling brand products (Frances and
Gomez 2008). However, it is not easy to define what should be considered sustainable
(Pagell and Shevchenko 2014, 45-49) which makes the evaluation of sustainability even
harder. In addition, consumers might not be willing to pay a premium on more sustainable
products compared to other products (De Pelsmacker, Driesen and Rayp 2005). Therefore,
sourcing managers should (a) understand their end-customers and (b) know where’s the

equilibrium point when evaluating economic, environmental and social criteria.

In a globalized sourcing network, big companies can have thousands of suppliers. This calls
for set rules, standards, processes and frameworks to evaluate the suppliers from
sustainability perspective. Closer relationships with crucial suppliers are needed to reach
sustainability goals. This emphasizes the importance of supplier evaluation and selection as
managers need to be sure that the suppliers are meeting their objectives and maintaining
needed performance level. Strategic partnerships with suppliers are shown to be more
effective than supplier assessment to improve the sustainability performance of the

company. An effective method is therefore needed for companies to evaluate suppliers based



on their performances. Best suppliers should be chosen for development, and partnership
with them should be created. (Gimenez, Sierra, Rodon 2012, 157)

There are clear indications that adding sustainability criteria to business development may
positively affect the overall success of the company. (Croom, Vidal, Spetic, Marshall &
McCarthy 2018; Hollos, Blome and Foerstl 2010; Gimenez et al. 2012) Although there is an
urgent need for global sustainability actions, very little operative incentives are used in
guiding the supplier selection process. While the organization itself may use sustainability
criteria in supplier selection, the managers taking the actual decisions are often not evaluated
on sustainability-performance but rather on financial-performance only. In the past these
targets have mostly been considered as top management incentives but there is empirical
evidence of better sustainability performance when sustainability incentives are included for

middle management as well. (Dahlmann, Branicki and Brammer 2017, 1126-1128)

1.1. Objectives and delimitations

On one hand, it should be pointed out that no articles of supplier selection in the DI'Y/home
improvement industry can be found in library databases or google scholar. Searches were
done by combining keywords crosswise. Selected keywords included “supplier selection”,
“home improvement”, “do-it-yourself”, ’supply chain” and “supplier management”. This
further justifies the need to study the state-of-art of supplier selection in the DIY retail
industry. On the other hand, retail industries in general struggle with the same laws of nature

so a review of studies in supplier selection in other retail industries is in place.

As supplier evaluation and selection criteria may vary between organizations and industries
due to different company values and industry-preferences, this study will focus on the
sustainable supplier evaluation and selection in the DIY retail industry. The main goal of
this study comes from the need to identify the current state of sustainable supplier selection
in the case company and provide empirical evidence from real-life practices to the academic
body of research. A secondary goal is to assess the benefits or drawback of selecting
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sustainable suppliers in the case company and identify gaps between current literature and

the company’s strategy.

In 2020 the world’s largest DIY retailer Home Depot, Inc. reported sales of 132,1 billion
dollars. Due to the nature of the products, we can safely assume that the DIY retail industry
in general has a big impact on global greenhouse gas emissions as well as improving social
sustainability in manufacturing countries. (Home Depot Annual Report 2020, 5) Many of
the publicly-traded DIY retailers have stated on their ESG and/or Sustainability reports
several sustainability actions that they are currently working on. (Home Depot
Responsibility Report 2020; Kingfisher Responsible Business Report 2020; Lowe’s
Corporate Responsibility Report 2020)

Retailers have thousands of products in their product portfolios. To be able to make informed
decisions on every product, it would require vast amounts of management staff to analyse
the product information. Managing to that level of simplicity isn’t economically viable so to
make informed decisions, retailers hire category managers to make decisions on pricing,
logistic models, packaging, inventory levels and product specifications for a certain group
of products. The amount of different product categories managed by a single category
manager depends on the company size as well as on synergies between the categories. One
of the key decisions category managers make is supplier selection for a certain group of
products. This research focuses on the sustainable supplier selection process and decision-

making patterns in the DIY retail industry.

This study is important in identifying possible gaps between academic literature and
understanding the techniques actually used by the industry as well as offering managerial
and theoretical implications for further sustainability actions and research. This study is

conducted from the perspective of the focal company.
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The main research question (MRQ) is

MRQ: "How are the sustainability factors integrated in supplier selection in

the DIY retail industry?”

Four supporting research questions are
Q1: “What is the supplier selection decision-making process?”’
Q2: “What are the sustainability criteria used in supplier selection?”’
Q3: “How are the suppliers assessed based on these criteria?”’

Q4: “What are the benefits or drawbacks of selecting more sustainable suppliers?”

1.2. Conceptual framework

The conceptual framework - which is illustrated in Figure 1 - of this study lies in the multi-
criteria decision-making problem of supplier selection (Dickson 1966) and triple bottom line
theory (Elkington 1998, 39). The framework visualizes the main areas of research in this
study. The focus will be on the sustainable supplier selection process in the DIY retail

industry.

—[ Economic criteria ] _
—[ Environmental criteria ]7
—[ Social criteria ]—

Sustainability

. . s Supplier
Supply chain Supplier
PPy PPl crlterle_l n performance
management selection supplier .
, evalution
selection

Figure 1. Conceptual framework of the study. Building on Dickson (1966) and Elkington
(1998).
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The purpose of this study is to investigate the Do-It-Yourself (DIY) retail industry (also
known as home improvement industry) application of sustainable supplier evaluation and
selection process. This study has an important contribution to the theme of sustainable

supplier evaluation and selection research area, offering findings from real-life practices.

1.3. Key concepts

Triple bottom line

A sustainability accounting measure that extends the traditional financial indicators of
corporate success by adding social and environmental factors to the framework. In triple
bottom line paradigm, corporations should succeed in all three categories of sustainability in

order to be successful in the long-term. (Elkington 1998)

Sustainable supply management

Mentzer et al. (2001) define supply managements as “the 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”. Sustainable supply management considers all three sustainability factors (e.qg. triple
bottom line approach) in the decision-making process around the supply chain. Carter and
Rogers (2008) define sustainable supply management as “the 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”.

Supplier evaluation

Supplier evaluation is the process of assessing the suppliers performance based on the

preselected criteria. Traditionally supplier evaluation has been focused on the operational
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criteria (e.g. service quality, financial performance, organization and technology). However,
nowadays supplier evaluation often include the assessment of sustainability dimensions of

the suppliers which makes the process more complex. (Luthra et al. 2017, 1687-1688)

Supplier selection

Supplier selection is a multi-criteria decision-making process leading to the selection of the

best supplier “from a prequalified pool based on predefined objectives and decision criteria”

(Kim and Wagner 2012, 2864).

Do-It-Yourself (DIY) retail industry

DIY retail industry — also known as home improvement industry — “encompass a diversity
of products and activities that are highly integrated with many other sectors of the
economy.”. DIY retailers (e.g. Home Depot, Lowe’s, Bauhaus, Leroy Merlin etc.) market
building materials such as hardware, HVAC (heating, ventilation and air-conditioning
products) systems, flooring and a range of small hardware (e.g. fasteners, door fittings, locks
etc.). (Berendt 2015)

1.4. Structure of the study

This study is divided into six different chapters: (1) introduction, (2) theoretical part, (3)
research methodology and material, (4) empirical part, (5) discussion and conclusions. The
first chapter focuses on the theoretical and empirical background of the research theme by
presenting a short literature review, key concepts and the conceptual framework of the study.
In addition, the first chapter addresses the objectives and delimitations as well as the main

research question.

The second chapter - theoretical part - focuses on the theoretical basis of this study by
digging deeper in the academic literature around the selected topic. This chapter studies the

general concepts of sustainable supplier evaluation and selection with the aim of identifying
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the most important concepts and frameworks related to the research problem. The general
concepts of research introduced in this study are supplier evaluation, supplier selection and

the application of sustainability criteria to these topics.

The remaining chapters (Chapters 3-5) form the analysis part of the study. The third chapter
focuses on selection of research and data gathering methods. In this chapther the selected
research method is then discussed and justified. The fourth chapter presents the findings of
this study and chapter 5 concludes them by answering the research questions and discussing
the theoretical and managerial implications as well as the limitations of this study. Finally,

possible future research topics are presented.
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2. Sustainability in supplier selection and evaluation

For the last 20 years supplier selection has been growing as a theme for academic research,
and especially sustainability themes in supplier selection are rapidly maturing. The vast
amount of literature offer insight to current issues and future prospects. (Wetzstein,
Hartmann, Benton jr., Hohenstein 2016, 321) In this chapter, sustainable purchasing and

supply management will be examined in the light of recent literature.

2.1. Sustainable purchasing and supply management

The supply chain’s role in the competitiveness of a firm has been growing in recent years.
The supplier selection is recognized as one of the key tasks of sustainable supply chain
management. This can very well be noticed from growing literature on sustainable supplier
selection with many of them focusing on supplier selection decision-making methods
(Schramm, Cabral and Schramm 2020; Alexander, Walker and Naim 2014; Seuring 2013;
Ho, Xu and Dey 2010) and sustainable supplier selection criteria - especially environmental
and financial criteria (Govindan, Rajendran, Sarkis and Murugesan 2015). Not only are
social criteria underrepresented in academic literature but also in practise. Adding up to 24
% of applied criteria when environmental criteria form 36 % and economic criteria 40 % of
total applied criteria. (Rashidi, Noorizadeh, Kannan and Cullinane 2020, 16-18) Wetzstein,
Hartmann, Benton jr. and Hohenstein (2016, 319) point out the lack of empirical research in
sustainable supplier selection in international context and call for further research on the
topic. They further identify a direction for future research being education and training of

decision-makers in the area of supplier selection.

Supply chain management and supplier selection needs to align with the overall strategy of
the organization to succeed (Schoenherr et al. 2012, 4561). The overall success of a corporate
business plan relying on sustainability efforts is linked to the corporate identity and
organizational culture. The alignment of these three factors can lead to greater sustainability

reputation which may engage the stakeholders more with the company and further lead to
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better business performance. (Simdes and Sebastiani 2017, 449) While there are examples
for (Croom et al. 2018; Gimenez et al. 2012) and against (Zhang and Watson 2016;
Esfahbodi, Zhang, Watson and Zhang 2017, 74; Green Jr., Zelbst, Meacham and Bhadauria
2011) of sustainability actions leading to better financial performance of the company, both
sides should be understood before adopting economic, social or environmental activities in

the supply chain.

Purchasing and sustainability management is only one part of a firm’s sustainability
performance, and not all of its parts are equally relevant for sustainability performance. One
way to evaluate the sustainable supply management practices is through a three-dimensional
matrix which considers organizational structure (internal or external), sustainability
dimension (social or environmental) and strategic type and importance (reactive or
proactive) of the actions. Having an understanding of where do different sustainability
actions land in this matrix is important to maximize sustainability performance. (K&hkonen,
Lintukangas and Hallikas 2018) Beske and Seuring (2014) identify five key aspects for the
integration of sustainability in supply chains: (1) orientation, (2) continuity, (3)
collaboration, (4) risk management and (5) proactivity. The next sub-chapters cover each

category separately.

2.1.1. Orientation

Orientation defines the organization’s strategic commitment to sustainability and supply
chain management. Strong commitment from top management level will benefit the whole
organizations ability to adopt sustainability practices in the their daily decision-making. In
addition, the understanding of trade-offs and possible win-win scenarios will help the
company to navigate and set guidelines for holistic decision-making. (Beske and Seuring
2014, 324) Simdes and Sebastiani (2017, 433) further support the findings by highlighting

the importance of defining relevant strategies and an effective culture.
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2.1.2. Continuity

Continuity is understood as the structure of the whole supply chain. How well each part of
the chain work together, share risks and profits to the performance of the supply chain. A
key defined practice supported by multiple articles (Croom et al. 2018; Gimenez et al. 2012)
is investing in long-term relationship of the suppliers. Partnerships with selected suppliers
will usually lead to increased trust and joint development initiatives that often include
sustainability actions but also performance-related gains (e.g. lower transaction costs and
reduced uncertainty). (Beske and Seuring 2014, 325-326)

2.1.3. Collaboration

Beske and Seuring (2014, 326) present that collaboration has both structural and operational
aspects. Structural aspects work as the enablers for the operational collaboration. For
example, providing IT infrastructure can be crucial to hold regular meetings with the
stakeholders. Not only is collaboration important from sustainability perspective, it’s also
considered to be one of key success factors of strategic sourcing. Therefore, long-term
orientation in buyer-supplier relationship management should be encouraged on top
management level. (Chan and Chin 2007, 1407-1409) Jadhav, Orr and Malik (2019, 120)
present that in order to boost supply chain sustainability, collaboration and communication
are the most effective approach. In addition, key resources and knowledge are needed,
however, these resources may already be available within the supply chain. This further

emphasizes the importance of information sharing between the buyer and supplier.

2.1.4. Risk management

One of the key themes of sustainable supply chain management is the risk management
perspective. In order to develop a risk management strategy, some form of risk assessing

needs to be done. This means answering two important questions: “What is the likelihood of
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an event to occur that realises the risk?”” and “What are the consequences and how significant
they are if this happens?” (Harland, Brenchley and Walker 2003, 53)

Reputational risk has been recognized as an important driver for a company to implement
sustainability practices in the supply chain. However, there are identified barriers for
implementing sustainability measures such as higher costs, coordination effort and
complexity and poor communication in the supply chain. (Seuring and Miller 2008)
Although not integrating sustainability aspects into the corporate supply chain management
strategy opposes high risks in regard to brand, image and quality, the integration of
sustainability measures generates new risks. These risks could include narrower pool of
possible suppliers and loss of reputation if lack of compliances are made public. (Beske and
Seuring 2014, 326) However, shortcomings in one dimension of sustainability may be
compensated by sustainability actions in other areas and the reputational damage would be
less than without any sustainability actions (Nunes, Park and Paiva 2020). Due to the

narrower pool of possible suppliers, this further highlights the importance of collaboration.

2.1.5. Proactivity

While requiring great amount of work, proactivity in developing sustainability practices
should be considered vital for innovative companies. There’s potential for true operational
gains due to the first-mover advantage, development of new markets and reaching a new
customer segment. (Beske and Seuring 2014, 327) For example, taking a more proactive
standpoint for environmental sustainability may positively affect the understanding of how
to utilize external and internal resources to gain competitive advantage (Liu, Zhu and
Seuring 2017, 192)
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2.2. Sustainable supply chain management in retail industry

Sustainable supply chain management is relevant for retail industries in many instances.
First, retailers hold an important role in moving goods from manufacturing industry to the
end-customers. Second, supply chain sustainability issues are the primary theme in

sustainability reports regardless of industry (Mani, Gunasekaran and Delgado 2018, 156).

For more than three decades, retailers have been focusing on developing private label
products to carry in higher margins without sacrificing on quality. Private label products
(also known as store brands and retailer brands) are retailer’s or purchasing consortium’s
own proprietary brands. (Porral & Lang 2014) In United States, private label products make
more than 20 % of the total market share for grocery sales meaning that the sustainability
actions retailers take on their private label suppliers have a significant impact on the whole
market (PLMA 2021). This further highlights the importance of well-structured supplier

selection process.

In a global value chain — and especially in retail industry — the bulk of the items are made in
low-cost countries. The sustainable supply chain management in developing countries differ
from developed countries. Jia, Zuluaga-Cardona, Bailey and Rueda (2018, 271) identify six
different barriers for implementing sustainability practices in the supply chain in emerging
economies: (1) lack of political support, (2) lack of knowledge and awareness, (3) lack of
infrastructure, (4) social barriers and unsupportive culture, (5) high economic costs and (6)
corruption and mock compliance. From retailers’ point of view there are also upstream
barriers such as lack of availability, quality of sustainable supply and the risk of weakening

its position in the current product category (Chkanikova and Mont 2015, 72)

Therefore, retailers should know the common pitfalls in implementing sustainability
standards in their supply chains. In clothing industry — primarily in Vietnam and Indonesia
— some of the social standard failures include excessive overtime, mock compliance,

subcontractor social audits/monitoring and health and safety (Koksal and Strahle 2021, 14).
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The push from the focal company to require more ethical practices from suppliers in low
cost countries is still fairly recent. Some of the clothing industry factories in Vietnam have
recently reported the adaptation of sustainable social practices like gender equality, safe
working conditions, zero-tolerance for child labour and overall worker welfare. (Nayak,
Akbari and Far 2019, 301)

One of the major trends in retailing industry is the increasing demand for e-commerce. This
highlights some environmental concerns that retailers should prepare for in their supply
chains. Environmentally-oriented customers have been shown to make more effort on
gaining information and learning about the environmental impact of their purchases. (Rao,
Balasubramanian, Vihari, Jabeen, Shukla and Chanchaichujit 2021, 17) Environmental
issues may be harder for the focal company to control due to the multidimensionality of the
issues. Vietnamese clothing suppliers are adopting environmental management systems (e.g.
ISO 14001) and increasing sources of sustainable raw material — such as organic cotton and
recycled polyester — as well as the use of renewable energy. However, some of these
requirements can be culturally new to the supplier. For example, the low awareness of
recycling and reusing practices in Vietnam causes significant amounts of waste. While the
focal companies can easily require more sustainable actions from the supplier, some aspects
may be hard to reach without the local government support (e.g. renewable energy). (Nayak,
Akbari and Far 2019, 297-302) In addition, conflict minerals are naturally an important topic
for DIY retail industry where many the of products sold (e.g. construction materials and

power tools) require materials from multiple different mineral resources.

2.3. Sustainable supplier selection process

This study follows an adaptation of the 6-step-supplier selection framework developed by
Cousins et al. (2008) and the 4-step-framework by De Boer (1998) that divides supplier
selection process to four steps: (1) Identification of needs and spesifications, (2) formulation
of criteria, (3) qualification and (4) final selection and evaluation of supplier performance
(Figure 2).
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Figure 2. Supplier selection process adapted from Cousins (2008) and De Boer, Labro,
Morlacchi (2001, 77-78)

In the next sub-chapters, the different phases of the sustainable supplier selection process

will be presented from existing academic literature.

2.3.1. Identifying needs and specifications

The first step of supplier selection is to define the problem in a specific matter by simply
asking a question: what is the desired goal of selecting a supplier? To answer this question,
De Boer (1998) suggests that supplier selection depends on two important models:
classification of the purchasing situation (Robinson, Faris and Wind 1967) and the

purchasing portfolio matrix (Kraljic 1983).

First, traditionally purchasing situations have been divided into three different categories:
New task situation, modified rebuy and straight rebuy. (Table 2) These three different
classifications describe different levels of uncertainty in the purchasing situation. New task
situations usually hold more uncertainty due to lack of experience and extensive problem
solving needed. Straight rebuy on the other hand holds very little uncertainty as there is
already existing experience, contracts and agreements to guide the purchasing. (Robinson et
al. 1967; De Boer et al. 2001)
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Table 2. Classification of purchasing situations (Robinson et al. 1967)

New task situation

New product/service; no previous experience

Mo established suppliers

High level of uncertainty in specification

Extensive problem solving; group decision-making

Modified rebuy New product/service from an established supplier
Existing (or modified) products from new supplier
Moderate level of uncertainty in specification
Less extensive problem solving

Straight rebuy Perfect information on product specifications and supplier

No uncertainty due to existing contract/agreements

Second, Kraljic’s (1983) matrix simplifies the sourcing decision-making by classifying

products by two factors: profit impact and supply risk. Evaluating sourcing decisions through

this matrix helps managers to divide products to four categories: routine, leverage,

bottleneck and strategic products. This classification helps to understand the strategic

importance of products in relation to each other as well as gives a suggestion on the sourcing

actions to be executed within a certain category. (Table 3)

Table 3. Purchasing portfolio matrix (Kraljic, 1983)
High Leverage products Strategic products
profit
impact | Multiple suppliers One or very few supplier
Competitive bidding | Medium/long-term
Short-term contracts | contracts
Active sourcing Supplier
development/partnership
Continuous review
Low Routine products Bottleneck products
profit
impact | Multiple suppliers Few suppliers or high
Rationalise transaction cost
Systems contracting | Long-term controcts
Automate/delegate | Develop alternatives
Contingency planning
Low-supply risk High-supply risk
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Based on these two theories, De Boer (1998) suggests that there are four different purchasing
situations: New task situation, modified rebuy (leverage items), straight rebuy (routine
items) and straight rebuy (strategic/bottleneck items). According to Hesping and Schiele
(2016, 112-113) — and contrary to what Kraljic’s matrix suggests — there can be similarities
in the sourcing strategies of each quadrant. They identified that the transaction-oriented
tactical sourcing levers (e.g. extensions of supply base, price evaluation) are utilized in
practice by sourcing managers in all quadrants of the matrix in contrast to relationship-

oriented measures (e.g. optimization of supply relationships, process optimization).

In addition, Dabhilkar, Bengtsson and Lakemond (2016, 16-17) build on the Kraljic’s matrix
on how power and dependency perspectives should be considered when building a
sustainability approach for different purchasing categories. They point out that the
interdependencies may affect the focal company’s ability to pursue sustainability in the
supply chain. For example, sustainability programs can be hard to implement on bottleneck
products due to low bargaining power. In all other categories sustainability programs
performed by the focal company affect the sustainability compliance of the supplier.
However, higher sustainability compliance requires closer relationship with the suppliers for
non-critical products. This may increase the costs of those categories but should result in
higher profits due to alignment of firm-level and purchasing-level objectives. In table 3,
there are listed some of the mechanisms from primary and secondary sources that have been

recognized to create pressure on the sustainability of the focal firm’s supply chain.
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Table 3. Summary of stakeholder pressure mechanisms by stakeholder type. (Meixell and

Luoma 2015, 74-77)

Stakeholder type Stakeholder Mechanism
Primary stakeholder Customers Consumer pressure
Customer requirements
Suppliers Supplier collaboration initiative
Employees Employee commitment

Top managers

Manager values

Shareholders

Owner values

Investor pressure

Secondary stakeholder

Government

Regulation

Competitors

Successful competitors

Non-governmental

organizations (NGOs)

Attention from NGOs

A proposed solution to better understand the difficulties of each quadrant might come from

category management. While the purchasing portfolio models can be used in a broader term

to invoke discussion between non-purchasing departments and the purchasing department, a

further analysis is needed for each category to select the right tactical sourcing levers. Based

on Gonzélez-Benito’s (2007, 904) purchasing competence framework, Hesping and Schiele

(2015, 147) suggest that sourcing strategy development should be reviewed through the five

level framework that acknowledges the different hierarchical levels of analysis needed for

successful sourcing strategy and tactics (Figure 3).
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Firm strategy
- Firm level strategy guiding all activities

Functional strategies

- Firm level purchasing strategy guiding all
purchasing activities

Category strategies NS

- Category strategies guide actions within a material
or service group

—
Tactical sourcing levers N

- The sourcing tactics decided to be used to execute
category strategy

Supplier strategies
- How to apporach each category's suppliers

Figure 3. Five levels of strategy development in purchasing (Hesping and Schiele 2015, 139;
147)

This framework integrates “category strategy, tactical sourcing levers and supplier strategy”
and aims to provide guiding regardless of the industry. (Hesping and Schiele 2015, 147). So
far this framework has been applied on the global automotive industry and is lacking
academic and empirical evidence from other industries. (Hesping and Schiele 2016, 113)

2.3.2. Formulation of criteria

When the initial needs and specifications have been addressed, the process moves on to the
formulation of supplier selection criteria. Not only is the selection of criteria important but
organizations need to decide how to weigh the different criteria in the qualification phase. If
cost is weighed more than quality or on-time deliveries, it’ll easily backfire due to

reclamations or being out-of-stock. Therefore, there are always trade-offs between
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quantitative and qualitative factors when selecting the best suppliers. (Wind and Robinson
1968). The rising demand for sustainability development from stakeholders have companies

focusing more on supplier selection criteria. (Grimm et al. 2014, 159)

Kant and Dalvi (2015) listed over 150 different supplier selection criteria recognized in
previous studies. However, very little attention has been given to the criteria formulation
phase (De Boer et al. 2001). Sen, Basligil, Sen and Baracli (2008, 1835-1839) suggests a
framework for defining the supplier selection criteria starting by forming a cross-functional
team, collecting a wide range of supplier selection criteria and structuring them into a
hierarchy. Then assigning weights to the criteria and calculating the degree of importance of
each criteria for each buyer-supplier integration level before applying algorithms to

formulate the criteria used for supplier selection.

One of the widely accepted and utilized theories in criteria setting is the triple bottom line
theory. Triple bottom line framework was first introduced by Elkington (1998) who
underlined the importance of social and environmental partnerships with stakeholders to the
future overall success of organizations. These partnerships often include nongovernmental
organizations (NGOs) - e.g. WWF, Amnesty International - who could bring more opposing
views to the boardrooms and make companies' current strategies more clear to the
management. In relation to this, companies have noticed the important link between
corporate social responsibility (CSR) actions and high level of customer company
identification (CCI) leading to customer loyalty and financial success. (Huang, Cheng and
Chen 2017). Especially implementing environmental sustainability programs has been
linked with positively impacting all three aspects of the triple bottom line but social
sustainability programmes may only increase manufacturing costs without positively
affecting sales. (Gimenez et al. 2012, 156). In Table 4, there are listed some of the most

frequent main criteria that have been identified in recent studies.
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Table 4. Sustainable supplier selection criteria recognized in literature (Luthra, Govindan,
Kannan, Mangla and Garg 2017, 1689; Okwu and Taribu 2019, 3)

Category Sustainability criteria

Economic criteria Advanced technology and financial capability
Product price/profitabilty

On-time delivery

Reliability

Quality of products

Auvailability of products

Social criteria Local community influence
Rights of employees

Social image/responsibility
Workers’ safety

Customer service

Environmental criteria Waste management system
Pollution control

Environmental competencies

Economic criteria are still recognized as the most essential aspect of supplier selection
followed by environmental and social aspects - in that order. However, the
underrepresentation of social criteria in the total number of applied criteria in sustainable
supplier selection may lead to biased decision-making to the disadvantage of those
organisations with better performance in social sustainability. (Rashidi, Noorizadeh, Kannan
and Cullinane 2020)

When formulating the sustainability criteria, it is important to understand that often when
thriving towards greater sustainability, companies need to make necessary choices that result
in trade-offs. These trade-offs and possible cross-insurance mechanisms affect the
sustainability of different tiers of the supply chain in various ways. For example, a social
trade-off happens when social dimensions are prioritised to the sacrifice of others.
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Respectively, social cross-insurance mechanism is defined as “meeting of social
sustainability goal possibly attenuating the effect of poor performance in another”. Social
goals may justify outfalls in other dimensions in the eyes of the stakeholders. Therefore,
sustainability actions may be hierarchized in a way that social aspects are more relevant than

environmental ones. (Nunes et al. 2020)

2.3.2.1. Economic sustainability

Economic sustainability is one of the core factors for a business to be successful in the long-
run. No company can stay in operation with negative cash flow without burning through
owners or debtors cash. Therefore, companies use a range of key success factors for
measuring the operational performance of the supply chain. In addition, measuring leads to
be better visibility and understanding of the supply chain. (Chae 2009) Four categories can
be identified to measure the retail industry supply chain: “(1) transport optimization, (2)
inventory optimization, (3) information technology optimization and (4) resource
optimization”. In each category, there are multiple different metrics and the implementation
of those metrics can differ from company to company as what works for one company might
not be useful for other. (Anand and Grover 2015)

In addition, social and environmental actions may improve the economic sustainability of a
company. (Hollos et al. 2010) For example, reducing the packaging material may decrease
the packaging and/or transportation costs. Similarly, better workplace safety may lead to
lower recruitment costs due to lower amount of injuries. (Carter and Rogers 2008, 370-371)
However, other sustainability actions may have a negative impact on the operational
performance (Green Jr. et al. 2011, 299; Esfahbodi et al. 2017, 74).

Majumdar, S, Kaliyan and Agrawal (2021) point out the importance of selecting resilient
suppliers when sourcing from emerging economies. When suppliers from low-cost countries
often have low profit margins and limited cash, they become increasingly vulnerable to

supply chain disruptions. Therefore, absorptive capacity (e.g. possibility to carry surplus



29

inventory, geographical location), adaptive capacity (e.g. the possibility to use alternative
routing during a disruption) and restorative capacity (e.g. the capacity to restore damages in
facilities and equipment) should be considered in criteria setting. In some cases suppliers
from low-cost countries can be overlooked due to low total spend, although the profit impact
would be significant enough to suggest otherwise (Simchi-Levi, Schmidt, Wei and Zhang
2015, 380-381)

One of the most recent trends in supply chain finance — especially in retail industry — is
reverse factoring. In traditional factoring the supplier is using its own credit rating to improve
cash flow through early payments. In reverse factoring the supplier is using the buyer’s
creditworthiness to sell its accounts receivables at a discount. (Klapper 2006, 3116-3117)
Lekkakos and Serrano (2016, 25) suggest that reverse factoring may increase the operational

performance of small and medium sized suppliers in industries with long credit periods.

In many cases retailers market the adaptation of reverse factoring as a “win-win” -scenario
but it is not always the case. For the supplier, reverse factoring can be favourable if the terms
for factoring with the buyer’s credit rating is better than with their own. Even if the terms
are not better, the buyer might leverage their negotiation power to oblige suppliers to reverse
factoring. In many cases this means extended payment term for the buyer but the benefits
for the supplier are not clear. (Kouvelis and Xu 2021). Liebl, Hartmann and Feisel (2016)
argue that although reaching a win-win scenario is possible, oftentimes the main driver from
buyer side is the extension of payment term that may lead to increased default risk for the
supplier. Similar findings were made in automobile industry where the benefits of reverse
factoring were shared between the buyer and supplier when long-term relationship and
cooperation was the main driver. In non-cooperative cases, buyers’ may only leverage their

purchasing power. (Lampdn, Pérez-Elizundia and Delgado-Guzman 2021, 1107)
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2.3.2.2. Environmental sustainability

Environmental programmes that include supplier assessment and collaboration have been
shown to improve the economic performance of the focal company (Rao 2002, 650).
However, Gimenez and Tachizawa (2012, 541) suggest that assessment on its own is not
enough to lead to major sustainability gains. It can be the initiating factor for understanding
what actions are needed. Therefore, collaboration between the supply chain partners is
needed to truly make sustainability gains. In addition to collaboration practices, Hofmann,
Theyel and Wood (2012, 542) argue that “advanced technology” and “ability to innovate”
may be essential for better environmental performance — especially for small and medium

sized companies (SME’s).

Many studies argue that environmental practices have a positive impact on the social
performance and/or economic performance of the company (e.g. Jorge et al. 2015, 33; Rao
and Holt 2005, 912; Carter and Rogers 2008, 370-371) However, this might not always be
the case (Cantele and Zardini 2018, 174). Like stated before, the adaptation of sustainability
practices may lead to smaller supplier base that can cause increased costs. (Beske and
Seuring 2014, 326).

From risk management perspective, high cost pressure is shown to be a significant barrier
for adopting environmental criteria in supply chain management. In addition, companies that
prioritize brand and image risk management might be more likely to adopt environmental
practices. (Lintukangas, Kéhkonen and Ritala 2016, 1907). Although, the adaptation of
sustainability practices opposes the company to the risk of loss of reputation if lack of
compliances are made public (Beske and Seuring 2014, 326), sustainability can be

competitive advantage for companies that are innovative and agile (York 2009, 107)



31

2.3.2.3. Social sustainability

While social sustainability actions in supply chain would not necessarily reduce costs, they
might not increase them either (Hollos et al. 2012, 2982). Advanced practices — like changes
in product or process design — may together with social sustainability orientation improve
the operational performance of a company (Croom et al. 2018, 2356-2357) However, even
if the implementation of social practices will increase the purchasing price, the total cost of
ownership may be the same as before implementation due to lower defective parts or worker
injuries (Hollos et al. 2010, 2981)

Mani and Gunasekaran (2018, 157-158) identify four different factors that affect the
adoption of social sustainability practices in the supply chain: “(1) customer social pressure,
(2) corporate sustainability culture, (3) regulatory compliance and (4) external stakeholder’s
pressure”. Marshall, McCarthy, McGrath and Claudy (2015, 446) suggest that while
regulatory pressure may lead to adoption of basic social sustainability actions (e.g.
monitoring, audits, certificates), the corporate culture is essential for the company to adopt
advanced social sustainability practices (e.g. product and process redesign, strategy
development)

Companies emphasizing environmental and economic criteria more than sustainability
criteria in supplier selection may lead to biased decision-making as the suppliers with better
performance in social sustainability would be naturally ranked lower than the suppliers that
are emphasizing environmental and economic aspects. (Rashidi et al. 2020, 17) Therefore,
understanding the interconnections of sustainability criteria as well as how to weight them
is essential for successful and unbiased decision-making. In this process, various different

analytical modelling techniques can be utilized.
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2.3.3. Qualification

After selecting the desired criteria and weighting has been divided between them, the
suppliers need to be evaluated accordingly. Research shows multiple different methods used
in such multi-criteria decision-making, ranging from individual approaches (e.g. data
envelopment analysis and analytic hierarchy process, AHP) to integrated approaches (i.e.
hybrid approaches of two or individual approaches). (Wu and Blackhurst 2009; Dweiri,
Kumar, Kahan, Jain 2016; Kull and Talluri 2008)

In the context of supplier selection and evaluation, data envelopment analysis is the most
used individual approach, followed by various mathematical programming models, analytic
hierarchy process, analytic network process and fuzzy set theory. The most adopted
integrated approaches in academic research are integrated analytic hierarchy approaches and
integrated fuzzy approaches. Overall the individual approaches are used slightly more in
research due to the simplicity of the models. In supplier selection, two of the most used
approaches are data envelopment analysis (DEA) and integrated analytic hierarchy-goal
programming approach (AHP-GP). (Ho et al. 2010, 16-21)

DEA was first introduced four decades ago in a response to develop an assessment model
for measuring relative efficiencies of multi-input and -output production units. (Charnes,
Cooper and Rhodes 1978; Banker, Charnes and Cooper 1984) Numerous different DEA
models have been developed for supplier selection - and later sustainable supplier selection.
While economic criteria has been the most dominant factor for ranking suppliers with DEA
models, recently environmental and social factors have been gaining more ground in

research. (Dutta, Jaikumar, Arora 2021)

AHP-GP approach is a hybrid model combining analytic hierarchy process (AHP) and goal
programming (GP). AHP is good for situations that require grouping, assessment and/or
synthesis, however, it’s rarely used on its own. (Forman and Gass 1999) AHP helps the

decision-making process by using a hierarchical structure to reduce the number of complex
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decisions. At the top of the hierarchy is the overall goal and lower-levels form simple
comparisons and rankings of all possible alternatives. (Sevkli, Koh, Zaim, Demirbag,
Tatoglu 2007, 125-128)

2.3.4. Sustainability performance evaluation

Sustainability performance evaluation differs from traditional supplier evaluation due to the
nature of measured criteria - or the difficulty of measuring the sustainability criteria. In
addition, retailers typically have multi-tier supply chains which make managing suppliers
and sub-suppliers difficult. Therefore, a wide range of public and private institutions and
regulatory bodies are offering mandatory and voluntary practices for companies to adopt in

their supply chains. (Henson and Humphrey 2009)

2.3.4.1. Certificates and standards

Different standards and certifications hold a vital role in today’s market coordination. Some
are regulatory and others voluntary but increasing external pressure from customers leads
companies towards adopting voluntary standards. Traditionally, certifications and standards
can be divided into four categories: public, mandatory standards - better described as
regulation - public, voluntary standards; legally-mandated private standards and voluntary

private standards. (Henson and Humphrey 2009; 1630)

To better understand the different specifications of the standards some key functions and the
difference between these functions in private and public standards are presented (Table 5).
While all standards are implemented by private organizations, it is important to understand
the differences in conformity assessment and enforcement. Most importantly, for voluntary

private standards, there is no legal compulsion.



34

Table 5. Comparison of the different functions of private and public standards. (Henson and
Humphrey 2009, 1631)

organizations

Function Public, Public, Legally- Voluntary
mandatory voluntary mandated private
standard standards private standards
(regulations) standards

Standard-setting | Legislature Legislature Commercial or Commercial or
and/or public and/or public non-commercial | non-commercial
regulator regulator private body private body

Adoption Legislature Legislature Legislature Private
and/or public and/or public and/or public organizations
regulator regulator, regulator

private

Implementation

Private firms

Private firms

Private firms

Private firms

Conformity Official Public/private Private auditor Private auditor

assessment inspectorate auditor

Enforcement Criminal or Public/private Criminal or Private
administrative certification administrative certification
courts body courts body

In recent decades, the number of third-party certifications has increased exponentially

undermining the legitimacy of established organizations like the World Trade Organization
(WTO) in standard setting. (Henson and Humphrey 2009, 1628) This has led to overlapping

public and private standards as well as consumer confusion and ineffective implementation.

The increasing number of competition between private governance firms makes the

standards fragmented and inter-industry development challenging (Fransen 2011, 382-384).

In addition, the lack of enforcement may lead to companies symbolically adopting socio-

environmental standards in their supply-chain (Silvestre, Viana and Sousa Monteiro 2020).
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2.3.4.2. Auditing

In a globalized sourcing network, supplier and sub first-tier suppliers can locate thousands
of kilometres from the focal company headquarters. The increasing number of companies
adopting sustainability standards, codes of supplier conducts and other certifications make
the focal companies more reliant on benchmarking. Especially when addressing risks related
to environmental and social sustainability, audit inspections hold a major role in many
companies. (Lebaron and Lister 2015, 906) These audit inspections are often outsourced to
a third-party private auditor, creating an extra layer of monitoring between the focal

company and auditing partner. (Khalil and Lawarrée 2006, 285)

Third-party auditing has been criticized as being a ritualistic process, providing no actual
improvements in the social or environmental aspect of the supply chain. (Davey and
Richards 2013) Research even shows that managers usually evaluate the selection of audit
partners very thoroughly but spend very little attention to the actual auditors assigned for the
company. By assessing and having certain key-requirements (auditor experience,
professional training, gender diversity) for the auditing personnel, managers may positively
influence the quality of audit reports. (Short, Toffel and Hugill 2016, 1890-1892)

However, not all suppliers are audited thoroughly - or even at all. This is understandable
since companies may have thousands of suppliers that vary in size, location and overall
importance to the focal firm. Although very little research of the prioritizations of supplier
audits have been conducted, some similarities between leading CSR companies have been
identified. Such prioritization factors include geographic location, product type, supplier
size, labeled products, sensitive products, geographic proximity, new suppliers, supplier

importance and position in the value chain. (Egels-Zandén 2017, 523-526)
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2.3.4.3. Codes of conduct

In addition to sustainability standards and audits, focal companies use supplier codes of
conducts to manage sustainability practices in the supply chain. The adaptation of supply
chain codes of conducts have been steadily increasing throughout the 21st century. Over 50
% of the companies that have appeared on the Financial Times Stock Exchange All-World
Index between 2006 and 2015 have a supplier code of conduct. (Altura, Lawrence and
Roman 2021, 927) Brockhaus, Fawcett, Hobbs and Schwarze (2019, 744) define codes of
conducts as “legal documents that companies use to communicate and enforce socially
responsible standards such as employee rights, working conditions, maximum hours and the
minimum age for workers". However, nowadays environmental factors (e. g. waste
management, recycling) are often included in the supplier codes of conducts (Oehmen, De
Nardo, Schonsleben and Routellier 2010, 668; Brockhaus et al. 2019, 755).

While regulation, standards and even audits form strict rules and guidelines for the focal
company and its suppliers, codes of conduct is used as ground rules for doing business with
the focal company. These rules apply to the whole supply chain, meaning that the first-tier
suppliers are held responsible for enforcing codes of conducts upstream. However, vague
language and lack of suggestions for enforcement if suppliers fail to adopt the codes of
conducts upstream weather the credibility of these sustainability actions. (Brockhaus et al.
2019, 761)

Similar to voluntary private standards, the enforcement of codes of conduct relies heavily on
auditing and as mentioned before, not all suppliers are audited. However, research suggests
that codes of conducts may have a positive effect on overall sustainability practices of the

suppliers but the improvements can be very limited. (Egels-Zandén and Lindholm 2015, 38)
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2.4. Managing the sub-suppliers

As the external pressure for more transparent and sustainable supply chain grows, the
significance of below first-tier supplier management should be considered as well. How the
focal company’s suppliers manage their own supplier network is essential for good
compliance throughout the supply chain. (Grimm et al. 2014, 159) At the same time, the
focal company should understand how it can affect the decisions made in upstream supply
chain. Especially given the lack of direct contractual relationship between focal firms and
sub-suppliers, or even the knowledge about the existence of certain sub-supplier, imposes

risks to the focal company that needs proper management.

The ways of influencing the sub-supplier behaviour can be divided into two dimensions:
assessment practices and collaboration practices. Assessment practices are the requirements
focal companies may have set when selecting a supplier, for example pre-defined
sustainability criteria like certifications and audits. Collaboration practices include training
and workshops. (Grimm et al. 2014, 160) However, these practices may fall short if the first-
tier supplier decides to switch suppliers (Grimm, Hofstetter and Sarkis 2016, 1981). Choi
and Linton (2011, 117) present that some firms use a list of approved sub-suppliers to avoid
this uncertainty. Venkatesh, Zhang, Deakins and Mani (2020, 668-669) suggest that the
buyers should include sub-supplier requirements to the existing supplier contracts as well as
understand that pressuring the first-tier supplier on prices may affect the adoption of

sustainability standards in the supply chain.

Diffusion of sustainability standards in a multi-tier supply chain is dependent on the balance
of power. Big corporations have an advantage on pushing sustainability practices in the
whole supply chain. Small and medium sized corporations may need to utilize different
mechanisms (e.g. common moral vision with the supplier or working together with the
supplier procurement) to achieve more sustainable supply chain. However, collaboration
with the first-tier supplier’s procurement unit may be difficult due to lack of knowledge in
the culture and the local second-tier supplier market. (Gold, Chesney, Gruchmann and
Trautrims 2020, 1282)
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When applying sustainability practices beyond first-tier suppliers, managers should be aware
of the possible bullwhip effect. Traditionally bullwhip effect is understood as amplification
of customer demand when the orders pass through the supply chain causing excessive
inventories and uncertainty in production planning. In sustainability context, bullwhip effect
may lead to chain of actions that the first-tier suppliers require even tighter specifications
and shorter compliance deadline from the second-tier suppliers to create time buffer for
themselves. This chain of actions continues when applied again to the third-tier suppliers,
widening the bullwhip effect. Therefore, it may be useful to share information on changes
in sustainability requirements with the suppliers as soon as possible. Even before the final
requirements have been written. (Lee, Klassen, Furlan and Vinelli 2014)



39

3. Research methodology

This study follows the typical research structure and is split into two parts: theoretical part
and empirical part. The first three chapters have introduced the theoretical background of
this study. In this chapter - the beginning of the empirical part of the study - research design
will be discussed and justified by answering questions about why and how certain data
gathering and analysis methods are used. In addition, empirical background and the case

study will be presented.

Traditionally, research designs are divided into two main categories: quantitative and
qualitative methods. While quantitative methods focus on the relations between different
numerical variables, qualitative methods try to understand new meanings around the
phenomenon. (Saunders 2016, 166-168) However, it’s common to use hybrid methods
combining features from both categories (Allwood 2011, 1427-1428).

The typical characteristic of qualitative studies are the usage of natural setting (i.e. up-close
information gathering), the researcher is the one gathering the information whether from
documents, interviews or own observations and the holistic approach of trying to understand
nuances around the topic (Creswell and Creswell 2018, 181-182) The lack of research
around the theme of decision-making process of the sustainable supplier selection and
evaluation from the manager's point of view in a specific industry - DIY retail industry to be
exact - calls for more in-depth analysis of the process. Therefore this study is conducted as

a qualitative research.

While multiple qualitative research designs can be identified (e.g. narrative research,
grounded theory, case study etc.), they are all applicable in their own context (Creswell and
Creswell 2018, 13-14) . Especially in “why” and “how” questions, experiments, case studies
and history are common qualitative research methods. Experiment and Case studies are used
in contemporary context while history methods focus on non-contemporary events with no

control or access to the events. Although experiment requires access to behavioural events,
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it is better used when the phenomena can be separated from the context. (Yin 2009, 8-11)

This will leave case study as the pre-eminent option.

Yin (2009, 18) defines case study as “an empirical inquiry that investigates a contemporary
phenomenon in depth and within its real-life context, when the boundaries between
phenomenon and context are not clearly evident.”. The process and especially the criteria of
sustainable supplier selection is heavily influenced by the context of the organization. In this
study, the real-life context is the DIY retail industry in the 2020’s. Using such a specific

environment and time further justifies that the research is best approached as a case study.

3.1. Data collection

Data can be collected from primary and/or secondary sources. The original new data that the
researcher gathers from qualitative sources (eg. interviews, focus groups and diaries) or from
quantitative sources (e.g. surveys and observations) is classified as primary data. Qualitative
and guantitative secondary data is gathered from secondary sources such as internal reports,
market research reports and EU data. (Farquhar 2012, 69; Easterby-Smith, Thorpe and
Jackson 2008) The data in this study is collected from both primary and secondary sources.

The primary data in this study is gathered by conducting interviews - which is one of the
most common ways of collecting qualitative data (Eskola and Suoranta 2008, 85). All
interviews follow a semi-structured form as it allows the interviewer to guide the topics and
follow-up with refining questions but still allowing enough leeway to enable a more
knowledge-producing atmosphere (Brinkman 2018, 579). Brinkmann and Kvale (2015, 6)
further define the semi structured interview as “an interview with the purpose of obtaining
descriptions of the life world of the interviewee in order to interpret the meaning of the
described phenomena”. The interview themes were derived from the previously introduced
supplier selection process adapted from Cousins (2008) and De Boer, Labro, Morlacchi
(2001, 77-78).
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Although some of the strengths of interviews as a source of evidence are its insightfulness
and ability to be very precise, there are some weaknesses that should be addressed. First,
interviewees are bound to response bias - meaning that the answers can be very inaccurate
or falsely justified. Second, inaccuracies may occur due to poor recall and third, interviewees
are easily bound to reflexivity. Therefore data needs to be collected from other sources i.e.
company reports and website or other public information sources as well, to gain
confirmation on the responses. In addition, using neutral wording in questions will help to

create a non-threatening environment for the interviewee. (Yin 2009, 106-109)

All six interviewees currently work for the case company. The interviewees were chosen
from different business units and different positions (and different levels of organization)
but all are somehow linked to procurement and/or sustainability management in supply
chain. The 4 interviewees are selected from the procurement unit represent different product
lines. The other 2 interviewees selected from the sustainability unit represent the supply

chain compliance and risk management areas of the company.

The interviews are conducted on a web-based live platform (such as Microsoft Teams, Zoom
or Google Hangouts) in the fall of 2021. All individual data where interviewees could be
identified is encrypted but short descriptions of educational and professional background,
current work position and years of experience in the related fields are provided in Table 6.
The interviewing process utilized both focused and open-ended questions.



Table 6. Descriptions of the interviewees
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Interviewee title (position)

Description

Interviewee 1

Category manager, B. Sc. in Business
management, 10 years of experience in

supply management

Interviewee 2

Category manager, B. Sc. in Electric
power technology, 13 years of work
experience in category management and

purchasing

Interviewee 3

Category manager, B. Sc. In Business
management, 4 years of experience in

category management

Interviewee 4

Category manager, Vocational
Quialification in Business and
Administration, 31 years of work
experience in category management and

purchasing.

Interviewee 5

Sustainability manager, M. Sc. in
Industrial Engineering and Management,
10 years of experience category
management and quality management, 4
years of experience in sustainability

management

Interviewee 6

Sustainability manager, M. Sc. in
Electrical engineering, 14 years of

experience in quality management
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3.2. Data analysis

A typical way of approaching a qualitative analysis is by systematically going through the
data by Thematical Analysis. Thematical analysis is a way of structuring empirical data by
finding themes that enlighten the current theoretical view. This type of analysis is very

efficient for expanding knowledge in practical issues. (Eskola and Suoranta 1998, 174)

After collecting the data, Voss, Tsikriktsis and Frohlich (2002, 211) suggest documenting
the interviews to produce a case narrative that enable coding to categories. In this study, all
of the primary data was collected by conducting interviews that were recorded. For data
analysis, each interview recording was listened to carefully and transcribed literally. These
transcriptions were then pre-coded based on the interview themes. After pre-coding, the data
was read several times and the pre-coding was used as the basis for the final coding. The

final coding was also selected to be based on the interview themes.

After the data was coded and categorized, each theme was first analysed on its own to build
a comprehensive understanding inside the theme and after that causalities between the
categories were looked for. Negative evidence that oppose the raising patterns was sought
during the process. This data was then compared to written company policies, reports and

public interviews for data triangulation.

The main objective of this study is theory development on top of current literature on
sustainable supplier selection and evaluation. The research themes, structure and theory is
built on existing literature. In the last phase of data analysis — discussion — the findings of

this study are compared to theories presented in chapter 2.
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3.3. Credibility

Case-based approaches — like any other methods — are subject to criticism, therefore the
credibility of this study should be addressed. Credibility addresses the trustworthiness of the
study and the selected methods by providing information on how certain strategies were used

in different phases of the empirical study. (Cope 2014, 90)

To avoid the weakness of data confirmation by solely relying on the interviews, triangulation
is used to confirm the reliability of the gathered primary data. The secondary data is gathered
from public interviews with the top management, annual reports, sustainability reports and
the case company website. In addition to triangulation — and like stated in previous chapter

—all interviews are documented to keep an audit trail that allows the revisiting of that data.

However, it should be noted that the researcher is currently working for one of the
organizations included in the study and some of the interviewees can be defined as co-
workers. This may negatively impact the credibility of the answers as it highly exposes the
interviews to reflexivity. Therefore, there are two reasons to encrypt the data on the
interviewees. First, the answers may contain trade secrets that are highly classified
information and should not be presented to the public. Second, the interviewees should
remain anonymous to be able to answer the selected questions honestly and without restraint.
This information is presented to the interviewees in the beginning of each interview to gain

confidence on the interviewer.
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4. Sustainable supplier evaluation and selection in case company

In this chapter, the data collected from primary and secondary sources is analysed and the
results of the study are presented. The chapter is divided to 5 sub-sections. The first sub-
section has a short introduction of the case company. The last four sub-sections are based on
the sustainable supplier selection and evaluation themes covered in the interviews. The four

themes included:

1) Identifying needs and specifications
2) Sustainability criteria in supplier selection
3) Sustainability assessment of the suppliers

4) Benefits of sustainable supplier selection practices

Theme 1 —supplier selection process — outlines the current practices used in the organization
for selecting suppliers. This theme is important in making a more holistic view of the supplier
selection process. Theme 2 — sustainability criteria in supplier selection — defines what are
the sustainability criteria when selecting a supplier and why certain criteria are used. Theme
3 — sustainability assessment of the suppliers — help us understand how the organization
assess its suppliers. When and how are the assessments done. Theme 4 — the benefits of
sustainable supplier selection — covers the important topic of supplier performance and its

link to sustainability. Are more sustainable suppliers performing better than other suppliers?

4.1. Case company introduction

The case company was founded in the early 1940°s and is nowadays one of the largest
retailers in Europe. They have operations in multiple countries (e.g. Finland, Sweden,

Norway) and in 2020, the DIY retail segment revenue reached over 3,5 billion euros. The
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case company has strong position in all operating countries and have grown during the past

years organically as well as through acquisitions.

The company has been accredited as one of the most sustainable companies in the world,
especially environmental actions have been praised. Since 2015 the company has given
extra-attention to several sustainability issues. For example, in 2016 the company committed
to the United Nations guiding principles on business and human rights. Human right
assessment is reviewed every three years in sustainability executive team. In addition, the
case company applies codes of conduct to all suppliers for services and products. The codes
of conduct work as the ethical principle for all sourcing and are based on the International
Labour Organization’s declaration on fundamental principles and rights at work, United
Nations’ declaration on human rights and the rights of the child. In 2017, the case company
committed to Paris Climate Agreement on climate change and adopted United Nations’
Science Based Targets to set its own emission targets. The company has said to reach carbon
neutrality by 2030 and by 2025 two thirds of the suppliers have emission reduction targets.

The DIY stores of the case company cater to two customer groups: individual consumers
and business customers (e.g. home builders, contractors and construction companies). They
have a strong market position in both customer groups. The store assortments are built
together with the category managers of each product group. Therefore, the category
managers role is vital for the company. Category managers are in charge of daily business

actions and supplier selection together with the team leaders.

4.2. Sustainable supplier selection process

To understand the sustainability themes that are integrated to supplier selection process in
the case company, we also discover the supplier selection process as a whole. An overall
picture of the supplier selection process is required to understand the specifics of

sustainability work in the case company’s supply chain.
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4.2.1. Identifying needs and specifications

Although there were some variation between the answers (mainly due to the differences in
product categories), it seems that the impulse for new supplier selection comes from market
analysis. In market analysis there are noticeable initiating factors that may result to changes
in the supplier base. A lot of ground work in that regard is done by category managers. All
interviewees point out that the category manager is solely responsible for finding new
suppliers, new products, or developing new products with the current suppliers. A well-
recognized starting point for new-product development or supplier selection process is
market analysis and especially customer analysis. Although the DIY retail industry is not as
high-paced in terms of changes in the assortment (winter and summer seasons) as some other
industries (e.g. winter, spring, summer and fall seasons in fashion industry), category
managers are solely reliable for following the current trends in their product categories. On

the market analysis, interviewee 2 commented:

“I have to understand where are we in relation to our competitors, who h