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Introduction

In the past few years, due to instability of world economies have driven organi-
zation to reconsider the way they define, evaluate and measure corporate perfor-
mance. Currently, executives and board members are frequently seeking ways in
order to improve the tools or mechanism that bonds its business strategy to per-
formance (Adams 2008). In modernization era, information is easily spread,
especially through the Internet and social media network that causes higher demand
for an organization to provide more information regarding their activities and future
strategies to stakeholders and investors where this information must be transpar-
ently disclosed (Abeysekera 2013).

Traditional reporting no longer assures reporting needs to reflect corporate
long-term development because activities which cannot be measured must be
excluded from the reports. Companies should now extend the existing traditional
reporting practices that coupled with the social and environmental impact that was
generated by companies itself. Companies should rethink and recognize their way of
doing business that benefited the shareholders and specifically other stakeholders. It
may not be adequate for stakeholders and investors to measure the economic value
that an organization had created or its potential value creating if they only rely on
information provided in financial statements (Adams 2008; Hussainey and Al-Najjar
2011). Furthermore, the information provided in financial statements alone may
mitigate the investors and stakeholders’ ability to predict the sustainability of cash
flows and current performance (Hussainey and Al-Najjar 2011; Van Zyl 2013).
Therefore, to enhance the transparency and relevance information that disclosed by
an organization, it must consistently provide quantitative and qualitative or narrative
reports as a supplement and compliment for financial statements.

The issues of the sustainability and corporate social responsibility (CSR) have
been of much research attention from academia and put into practice by practi-
tioners for several decades (Deegan 2002; Gherghina et al. 2015; Gray et al. 1995;
Gray et al. 2001; Gray 2002; Hackston and Milne 1996; Haniffa and Cooke 2005;
Haron et al. 2006; Kanwal et al. 2013; Mohammad Zain and Janggu 2006; Said
et al. 2009; Said et al. 2011; Said et al. 2013) . Past studies showed that engaging in
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corporate social responsibility leads to better financial performance, access capital,
reduced operating costs, enhanced brand image and reputation, increased sales and
customer loyalty, and increased productivity and quality. This eventually con-
tributes to the market value of the company and business sustainability (Cochran
and Wood 1984; Lin et al. 2009; Orlitzsky et al. 2003; Tsoutsoura 2004; Waddock
and Graves 1997).

Corporate Social Responsibility

There are many available definitions of CSR, and they are consistently referring to
five dimensions, namely environmental, social, economic, stakeholders, and vol-
untariness dimensions. Even though there are different phrases, the definitions are
mainly congruent, making the lack of one universally accepted definition less
problematic than it might seem at first glance (Dahlsrud 2008). Matten and Moon
(2008) define CSR as implicit and explicit CSR. Explicit CSR refers to corporate
policies to assume responsibility for the interests of the society. Explicit CSR
consists of voluntary, self-interest-driven policies, programs, and strategies of
corporations addressing issues perceived as being part of their social responsibility
by the company and/or its stakeholders. While implicit CSR normally consists of
values, norms, and rules which result in (mostly mandatory, but also customary)
requirements for corporations to address issues, stakeholders consider a proper
obligation upon corporate actors.

Corporate social responsibility (CSR) essentially covers three key areas, namely
environmental performance, economic performance, and social performance.
Environmental issues include the impact of production processes, products and
services for air, land, biodiversity, and human health. Economic performance
covers wages and benefits, productivity, job creation, outsourcing expenditures,
research and development investments, and investments in training and other forms
of human capital. Social performance includes traditional topics such as health and
safety, employee satisfaction, and corporate philanthropy, as well as more external
topics such as labor and human rights, diversity of the workforce, and supplier
relations. CSR therefore focuses beyond financial (economic performance) as the
bottom-line figure. It also looks at how the company has performed in terms of its
environmental and social performance. Hence, CSR essentially constitutes triple
bottom line. The core idea of the CSR concept is that the business sector should
play a deeper (noneconomic) role in society than only producing goods and making
profits. This includes society and environmentally driven actions, meaning that the
business sector is supposed to go beyond its profit-oriented commercial activities
and increase the well-being of the community, thereby making the world a better
place (Robins 2005). Ness (1992) defines corporate social responsibility (CSR) as a
strategic decision undertaken by organization as an obligation to society such as
commitment to local communities, providing sponsorship, and giving attention to
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environmental issues as well as responsible advertising. Holme and Watts (1999)
define corporate social responsibility (CSR) as a duty of each corporate body to
protect the society’s interests at large where initiatives should be taken by corpo-
rations for the welfare of the society as well as perform its activities within the
environmental framework although its main motive is to earn profit.

Corporate social responsibility (CSR) reporting is an approach for companies to
disclose or published their corporate social responsibility activities. By reporting the
activities of a company together with additional disclosure, it may reduce the gaps
between the company and its key stakeholders (Said et al. 2009). Globally, several
countries and stock exchanges have required listed companies to disclose
non-financial information. Some require it to be mandatory and some require it
voluntarily. According to ACCA (2011), a country like France, USA, Denmark,
Sweden, and European Commission played a vigorous role in implementing
requirements for companies to disclose non-financial matters. France established a
framework for sustainability disclosure, including matters like environmental
management, social and community impacts, workplace practices, and corporate
governance where the framework is part of Nouvelles Regulations Economiques. In
the USA, new corporate governance disclosure requirements, code of conduct, and
environmental information were introduced under the Sarbanes-Oxley Act 2002. In
Denmark, Danish Financial Statements Act has been expanded to include sus-
tainability reporting. In Sweden, there are guidelines issued for sustainability
reports.

For the European Commission, European Alliance for corporate social respon-
sibility (CSR) has been created in 2006 by the European Commission and European
business community to promote corporate social responsibility (CSR) and social
and environmental integration. ACCA (2011) further added those four international
stock exchanges, including TMX Group; NYSE Euronext; BM & FBOVESPA; and
Bourse de Luxembourg that have developed sustainability indices. Johannesburg
Stock Exchange claims that disclosure of non-financial information is mandatory by
listed companies. Bursa Malaysia also demands for similar requirements together
with a description of companies corporate social responsibility (CSR) activities,
whereas Singapore Stock Exchange promotes voluntary disclosure for sustainability
reporting. Shanghai Stock Exchange claims that companies affecting the environ-
ment are mandatory to provide environmental reporting.

The Bursa Malaysia CSR Framework (2006) defined corporate social respon-
sibility as open and transparent business practices that are based on ethical values
and respect for the community, employees, the environment, shareholders, and
other stakeholders. This CSR framework was designed to deliver sustainable value
to society at large. CSR supports triple bottom line reporting which emphasizes the
economic, social, and environmental bottom-line wellness. Chambers, Moon, and
Sullivan (2003) investigated corporate social responsibility (CSR) reporting in
seven countries through Web site analysis of the top 50 companies in Asia. Their
study investigated the penetration of CSR reporting within countries and the extent
of CSR reporting within companies and the waves of CSR engaged in. The findings
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in Chambers, Moon, and Sullivan (2003) showed that there were fewer CSR
companies in the seven selected Asian countries as compared to UK and Japan
companies. The mean for the seven countries studied show a score of 41%, which is
below half the score for the UK (98%) and Japan companies (96%).

Organizational Sustainability

Generally, the conception of sustainability has been connected mainly with the
dimension of economic performance or synonym known as “bottom line,” such as
financial or economic strength and good products or services. Steurer et al.
(2005) defined financial performance, long-term competitiveness, and organiza-
tional economic or financial impact on stakeholders as the key economic issues of
economic sustainability. Choi and Ng (2011) claim that economic sustainability is
concerned with economic well-being and standard of living. Coblentz (2002)
defines organizational sustainability as an ongoing process rather than a state of
perfection. He asserts that sustainability means continuation. To keep an organi-
zation sustainable requires a constant effort and unity of purpose focused on one
overarching mission.

A sustainable organization needs to be strong institutionally, financially, and
morally. A sustainable organization has a mission. A mission statement provides a
concise definition of why the organization exists and what it hopes to accomplish.
Based on that mission, a sustainable organization has a process in place to develop
strategic plans that define how the organization will carry out its mission over a set
period of time. Financial sustainability is the ability to project resource needs and to
account for resources in a proper way. A sustainable organization needs to know
what financial resources it is able to generate through its own income, what it has on
hand at any given time, what it needs over the long-, medium-, and short term to
carry out its activities, how it will gather the resources it needs from other sources
of funding, and what those other sources could be. Simply stated, an organization is
ethically sustainable when:

1. The organization’s leader has a clear vision of and commitment to the mission
and communicates it effectively to all staff.

2. Staff come together around the leader and become committed to it as well.
3. Staffs feel that their commitment to the mission is rewarded by career devel-

opment opportunities, adequate compensation, and a dynamic work environ-
ment that allows each to use his or her capabilities for a greater good.

4. Morale is high as a result. The general feeling is that problems are challenges
that staff will overcome with unity of purpose and strength of commitment.

5. Leadership, management, and staff not only act ethically, but are also perceived
as doing so.
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Corporate Social Responsibility (CSR) and Organization’s
Sustainability

Past studies show that corporate social responsibility has a relationship between the
financial sustainability (long- and short-run corporate financial performance). Many
studies have been conducted to measure the statistical association between corpo-
rate social responsibility (CSR) and corporate financial performance (CFP), to assist
the understanding of the relationship between CSR and CFP.

Previous studies show that corporate social performance has a positive corre-
lation with corporate financial performance (Cochran and Wood 1984; Orlitzsky
et al. 2003; Tsoutsoura 2004; Waddock and Graves’ 1997). For example, Orlittzsky
et al. (2003) carried out a meta-analysis of 52 studies and the study found out that
there was a positive relationship between corporate social performance and cor-
porate financial performance. Stanwick and Stanwick (1998) examined the rela-
tionship between the corporate social performance of an organization and the size
of the organization, the financial performance, and environmental performance. The
study measured corporate social performance by empirically testing data from 1987
to 1992 using Fortune’s Corporate Reputation Index. The results of their study
showed that firm’s corporate social performance is indeed impacted by the size
of the firm, the level of profitability of the firm, and the amount of pollution
emissions released by the firm. McWilliams et al. (2006) state that CSR activities
have been posited to include incorporating social characteristics or features into
products and manufacturing processes, adopting progressive human resource
management practices, achieving higher levels of environmental performance
through recycling and pollution abatement, and advancing the goals of community
organizations. Tsoutsoura (2004) also addressed a question whether corporate
social performance has an effect on financial performance. Using empirical meth-
ods, he tested the sign of the relationship between corporate social responsibility
and financial performance. His study used extensive data covering a five-year data,
1996–2000. The dataset included most of the S&P 500 firms, and the results
revealed that the sign of the relationship is positive. The findings showed that CSR
is positively related to better financial performance and the relationship is statisti-
cally significant, supporting the view that, therefore, socially responsible corporate
performance can be correlated with a series of bottom-line benefits.

Lin et al. (2009) examined Taiwanese firms which include R&D expenditures as
one of their business strategies for sustainable development and also charitable
expenditures as contributions to CSR. Based on theoretical assertions and empirical
evidence in the literature, they found a positive relationship between CSR and
financial performance. When the model is properly specified, they found that CSR
does not have much positive impact on short-term financial performance, but it does
give a significant long-term fiscal advantage. Du et al. (2010) stated that by
engaging in corporate social responsibility (CSR) activities, companies not only be
able to generate favorable stakeholder attitudes and better support behaviors but
also produce the long run, build corporate image, reinforce the stakeholder–
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company relationships, and improve stakeholders’ advocacy behaviors. This is
consistent with the study by one of UK’s leading CSR consultancies, where they
found that engaging in corporate social responsibility leads to better financial
performance, access capital, reduced operating costs, enhanced brand image and
reputation, increased sales and customer loyalty, and increased productivity and
quality. This eventually contributes to the market value of the company. Effective
and accountable management systems help companies shape cultures that support
and reward CSR performance at all levels. As part of this effort, many companies
are working to increase accountability for CSR performance at the board level. This
can lead to changes in who serves on the board, how directors handle social and
environmental issues, and how the board manages themselves and fulfills its
responsibilities to investors and other stakeholders.

Mishra and Suar (2010) examine whether corporate social responsibility
(CSR) toward primary stakeholders influences the financial and the non-financial
performance (NFP) of Indian firms. The study used perceptual data on CSR and
NFP that were collected from 150 senior-level Indian managers including CEOs
through a questionnaire survey. The findings of the study show that stock-listed
firms demonstrate more responsible business practices and better financial perfor-
mance (FP) as compared to the non-stock-listed firms. The study also showed that
the controlling confounding effects of stock-listing, ownership, and firm size, a
favorable perception of managers toward CSR is found to be associated with an
increase in firm’s financial performance (FP) and non-financial performance (NFP).
The findings of the study suggest that responsible business practices can be prof-
itable and beneficial to the Indian firms.

Arendt and Brettel (2010) investigate the effects of corporate social responsi-
bility (CSR) on corporate identity, image, and firm performance in a multi‐industry
setting. The study used the preexisting CSR scales, and it is tested using data
collected from a sample of 389 European companies. The hypotheses are based on
the examination of the moderating effects of CSR using a group comparison
method. The study found that contingency models demonstrate that CSR triggers
the corporate‐image‐building process and that its relationship to company success
varies significantly based on company size, industry, and marketing budget. They
also state that CSR proves to be as much or even more important for smaller
companies, not as a mean of cause-related marketing, but as a way of generating a
competitive advantage in the market. Nelling and Webb (2009) examined the causal
relation between corporate social responsibility (CSR) and financial performance.
Consistent with past studies, they found that the two variables appear to be related.
Though using a time series fixed effects approach, they found that the relation
between CSR and financial performance is much weaker than previously thought.
They also discovered little evidence of causality between financial performance and
narrower measures of social performance that focus on stakeholder management.
The results of their study proposed that strong stock market performance leads to
greater firm investment in aspects of CSR devoted to employee relations, but that
CSR activities do not affect financial performance.
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Table 1 shows that many past studies have proved that engaging in corporate
social responsibility activities directly and indirectly leads to financial sustainability
(long- and short-run corporate financial performance).

Table 1 Past studies on the relationship between corporate social responsibility activities and
financial sustainability (long- and short-run corporate financial performance)

Authors Findings of the study

Kanwal
et al. (2013)

The study result shows that there is a considerable positive relationship between
the CSR and financial performance of the firm, and firms spending on CSR not
only benefits from continuous long-term sustainable development but also enjoy
enhanced FP

Gherghina
et al. (2015)

The empirical evidence is consistent with the instrumental stakeholder theory
view, since the companies involved in corporate social responsibility
undertakings use in a more effective way their resources in order to better satisfy
stakeholders’ needs. CSR activities can add value to the firm if they are wisely
managed and implemented, as well as sufficiently disclosed and reported

McGuire
et al. (1988)

Results show that a firm’s prior performance, assessed by both stock market
returns and accounting-based measures, is more closely related to corporate
social responsibility than its subsequent performance. Results also show that
measures of risk are more closely associated with social responsibility than
previous studies have suggested

Cochran
and Wood
(1984)

The findings of the study show that average age of corporate assets is found to be
highly correlated with social responsibility ranking. After controlling for this
factor, there still is some correlation between corporate social responsibility and
financial performance

Rajput et al.
(2012)

The preliminary results revealed statistically significant relationship between
corporate social responsibility (CSR) and corporate financial performance
(CFP) as measured by sales revenue and profits of five hundred Indian
companies; i.e., it concluded that there is a marked financial benefit for
companies that are innovative to invest in CSR

Tsoutsoura
(2004)

The results indicate that the sign of the relationship is positive and statistically
significant, supporting the view that socially responsible corporate performance
can be associated with a series of bottom-line benefits

Hull and
Rothenberg
(2008)

The results support both innovation and the level of differentiation in the
industry as moderators for a positive relationship between corporate social
performance and financial performance: Corporate social performance most
strongly affects performance in low-innovation firms and in industries with little
differentiation

Karagiorgos
(2010)

The findings show that there is a positive correlation among stock returns and
CSR performance in Greek companies. In operational level, these results aim at
persuading managers to implement CSR actions in a greater extent in order to
enhance firm market efficiency

Wibowo
(2012)

The findings of the study show a positive impact of the social performance to the
profitability of the firms, and also, there is positive impact of the profitability of
the company to the social performance of the firms. The result of this study
indicates that there is a positive interaction between corporate social
responsibility disclosure and profitability of firms

Introduction xxiii



Conclusion

CSR supports triple bottom line reporting, GRI (Global Reporting Initiatives),
which emphasizes the economic, social, and environmental bottom-line wellness.
CSR helps improve financial performance, enhance brand image, and increase the
ability to attract and retain the best workplace, contributing to the market value
of the company. Effective and accountable management systems help companies
shape cultures that support and reward CSR performance at all levels. As part of
this effort, many companies are working to increase accountability for CSR per-
formance at the board level. This can lead to changes in who serves on the board,
how directors handle social and environmental issues, and how the board manages
themselves and fulfills its responsibilities to investors and other stakeholders.

CSR and organizational sustainability signify the way how companies achieve
enhanced ethical standards and a balance of economic, environmental, and social
imperatives addressing the concerns and expectations of their stakeholders.
Undoubtedly, the sustainability of any organization depends on the economic and
social conditions in the communities in which it operates. Corporate social
responsibility and sustainability as a business management approaches that should
provide in the short and long run, better value for shareholders as well as for other
stakeholders. Corporate sustainability in practice is about contribution of an orga-
nization toward global partnership for sustainable development. It is about con-
tributing toward wide societal value, including support for environmental concerns,
health and human rights improvements, and fair globalization. It is also about
companies that make long-term performance steadiness as a top precedence in
organizational strategy. Eccles et al. (2014) proved that high sustainability com-
panies are more likely to have established processes for stakeholder engagement, to
be more long-term oriented, and to exhibit higher measurement and disclosure of
non-financial information and significantly outperform their counterparts over the
long term, in terms of both the stock market and accounting performance.
Sustainability management is essential for long-term corporate development and
performance. Research showed that companies embracing sustainable practices
reported lower operation costs, improved corporate reputation, developed more
green products, and performed much better at risk. Sustainable business entities
contribute significantly to a nation’s environment, economy, and social well-being
at the micro- and macrolevel management.
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Chapter 1
Cultural Issues and Supply Chain
Sustainability of Multinational Companies

Tiziana Russo Spena and Alessandra De Chiara

1.1 Introduction

Since its foundation, the debate regarding corporate social responsibility (CSR) has
been dominated by large companies (Carroll 1999) and strongly associated with
MNCs’ global strategy and their international development (Carroll and Shabana
2010; Collier and Wanderley 2005).

More recently, the literature has addressed the strategic role of suppliers in the
achievement and development of MNCs’ goals and their responsibility mandate
(Reuter et al. 2010). Hence, the importance of suppliers in the MNCs’ CSR policy
planning and its key role in the supply chain (Andersen and Skjoett-Larsen 2009;
Carter and Jennings 2004; Carter and Rogers 2005; Murphy and Poist 2002). Carter
and Rogers (2008) have clearly demonstrated the triple bottom line of economic,
environmental and social goals that lead supply relationships and the importance of
suppliers in improving the long-term success of companies and their partners.
Different authors (Krueger 2008; Preuss 2009; Wittstruck and Teuteberg 2012)
have stressed ethical sourcing as a social feature of companies’ sustainability and
suggested a definition of supply chain management sustainability (SSCM) that
emphasizes this aspect in the supply chain; others (Leire and Mont 2010;
Park-Poaps and Rees 2010) have focused on the strategic dimension of collabo-
ration with supply partners by emphasizing the importance of integrating internal
and external relationships for a more effective sustainability strategy.
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Some researchers (Pagell et al. 2010) have shifted their focus to the requirement
for efficiency in managing sustainable flows, stating that this aspect is essential
throughout the lifecycle of firms’ products or services. These studies have flour-
ished mainly within the environmental literature considering that firms have control
over environmental performance at each production stage, including the perfor-
mance of their main suppliers (Pagell et al. 2010).

Other researchers (Trent and Monczka 2003) have started to debate the effec-
tiveness of the conventional command-and-control approach of MNCs to sustain-
able supply chain strategy. Studies from different authors have shown that major
suppliers’ compliance could not be achieved by strengthening MNCs’ monitoring
activities, which, on the contrary have often proven to be prejudicial to the so-called
buyer–supplier relationship over time. Moreover, suppliers’ involvement and
engagement have always been seen as crucial factors for successful MNC coop-
eration (Russo-Spena and De Chiara 2012; Wiemer and Plugge 2007), since they
provide suppliers with the opportunity to demonstrate their contribution to and
increase their commitment towards the sustainability goals of multinational com-
panies (Fliess et al. 2007). Thus, MNCs best practice has generally focused on the
development of CSR strategies in consultation with salient suppliers and other
stakeholders.

On the other hand, many other MNCs noncompliant behaviours (e.g. the Mattel
case1) have resulted in poor CSR strategic planning due to underestimation of their
partners’ cultural differences (Roloff and Aßländer 2010). MNCs operate through
complex networks and globally dispersed units. This implies the need to find a
balance between diverse stakeholders’ environments and to increase the ability to
manage the diversity of values and social practices across countries (Husted and
Allen 2008).

At present, research has only marginally addressed the sociocultural issues
involving MNCs’ business relations with host countries (Logsdon and Wood 2002;
De Chiara and Russo Spena 2013). These studies focus on cultural conflicts,

1In August 2007 Mattel was forced to recall 19 million Chinese-made toys worldwide because the
toys contained too high a level of lead. The recall was the latest in a series of such actions that in
the same year involving Chinese-made goods, including contaminated pet food ingredients,
children’s jewellery, defective tires and tainted toothpaste. In July, one of Mattel’s European retail
partners noticed lead paint on some of its toys, and Mattel began an extensive investigation of the
toys in its distribution chain and of the contract manufacturers that make half of its toys. The
scandal fought because contract and subcontract Chinese manufactures deliberately violated their
production agreements with Mattel. According to Roloff and Aßländer (2010), some potential
causes for the violation were identified. First of all, the delegation of control and then the lack of
commitment of the foreign partners were seen as crucial factors for Mattel. As the authors reported,
in one case, the CEO of the partner company deliberately ignored the agreement with Mattel when
he bought the paint from a friend. In addition, many Chinese manufacturers found it difficult to
produce at low cost while meeting the requests of Western customers which demanded both low
prices and higher social and environmental standards. Thus, they were forced to bend some of the
rules and hide the violations to stay in business with. Also, differences in national cultures
contributed to the supplier’s non-compliance as well as the high expectations of consumers and
society regarding ethical production standards contributed to aggravate the problem.

4 T. Russo Spena and A. De Chiara



supporting the idea of MNCs using their power to improve the ethical standards of
the host country that provides the market in which they operate (DeGeorge 1993;
Parker 1996). If MNCs have the power to influence standards in the host country
for the better, then they have an obligation to do so (Hamilton and Knouse 2001).

A well-known branch of business research emphasizes how norms and cultural
values can affect and determine partners’ behavioural patterns, their grouping
attitudes and preferences (Hofstede 1980, 2001).

More recently, studies on cross-cultural dynamics, especially the sociocultural
factors in the supply chain management have been considered significantly
important to understanding the nature and the extent of business relations (Cannon
et al. 2010; Zhao et al. 2011).

However, the nature of relationships between MNCs and different sociocultural
business contexts still stand somewhere on the fringe in the contemporary dis-
cussion on CSR, although CSR itself seems to be a consequence of how this
relationship is understood. The responsibility debate cannot be separate from
questions of cultural meaning; thus, there is a need to provide a starting point for an
in-depth analysis of business relationships in dispersed and differentiated contexts.

To fill this gap, this chapter aims at deepening the role of cultural factors in the
sustainability management of MNCs’ supply chain. In more depth, the study aims
at identifying whether and to what extent the dimensions of culture are relevant in
shaping MNCs’ supply sustainability practices. The analysis underlines the sus-
tainability approach adopted by MNCs during their interaction with suppliers and
provides an initial insight into sociocultural issues indicated in the literature, as
being crucial for supply chain sustainable management.

The rest of the chapter is organized as follows: The first part analyses the
concept of culture in relation to the supply chain and the study of CSR; the second
part mainly focuses on empirical research, reports findings, conclusions and
discussions.

1.2 Supplier Business Relationships and the Role
of Culture in International Studies

Much is known about the role that culture plays in creating and maintaining
long-term relationships between business and value chain partners (Cannon et al.
2010; Zhao et al. 2011).

Some authors have stressed the importance of cultural differences to determining
both the soundness and evolving nature of the buyer–supplier relationship
(Kouvelis et al. 2006; Gereffi and Lee 2016; Giuliani and Macchi 2014; Pagell et al.
2005; Stringfellow et al. 2008; Trent and Monczka 2003).

The literature identifies in culture the major influencing factor over trust, which
has become an increasingly relevant issue among production and operation man-
agement scholars. Trust is, in fact, a key element for the creation and development
of relationships whose impact is apparent in different models (Hill et al. 2009;
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Giuliani 2016; Ireland and Webb 2007; Johnston et al. 2004; Monczka et al. 1998;
Palmatier et al. 2006; Williams et al. 1998).

In international studies, a large part of the research has started to examine the
differences in buyer–supplier relationships in specific cultural contexts (Dong-Jin
et al. 2001; Scheer et al. 2003, Liu et al. 2008). More specifically, some researches
have examined the impact of the cultural factor on the buyer–seller relationship in
China and Korea as opposed to Western countries (Krueger 2008; Zhao et al. 2006).
Furthermore, Scheer et al. (2003) have underlined dissimilarities in terms of cultural
differences perception in Dutch firms and USA.

Other preliminary studies have also been conducted to explore the role of
trustworthy relationships in the management of cross-cultural differences. Döring
and Feix (2004) have emphasized how a high level of trust and cultural differences
are critical to building a successful and trustworthy relationship between the
negotiating parties; they have identified cultural differences as one of the main
barriers to international negotiations. Many other authors have stressed out the
importance of showing tolerance and understanding for their counterparts’ different
cultural backgrounds in order to carry out successful business negotiations inter-
nationally (Giannakis 2007; Khan and Lund-Thomsen 2011; Köllen 2016,
Lund-Thomsen et al. 2016; Prahinski and Benton 2004).

In this respect, Kouvelis et al. (2006) have pointed out that on a global business
level the hardest part is to manage all those interfirm relationships that go well
beyond their functional, national and corporate boundaries. Cross-cultural differ-
ences may raise difficulties and challenges concerning how to communicate,
interact and manage in interfirm relationships because of the different interpretive
approaches of partners from different nationalities. Cultural asymmetry could
engender an unbalanced aptitude for decoding and interpreting formal and informal
signs, information and contexts (Hofstede 1980; Schwartz 1994). Therefore, it is
vital to know how cultures hinder different relational norms, going beyond simple
transactional or business mechanisms in buyer–supplier relationships (Liu et al.
2008; Zhao et al. 2011). In order to maintain and develop successful and
long-lasting buyer–supplier relationships, it is then necessary to thoroughly
understand the role of trust and the impact of cultural factors on behaviour (Ang and
Inkpen 2008; Muller 2006).

To understand diversity in business relationships, some authors have considered
the dimensions proposed by Hofstede (1980), along which cultures differences
(Ketkar et al. 2014; Guang and Yang 2015). In this respect, individualism/
collectivism is indicated as being one of the prime dimensions enabling cultural
differentiation among members (Hofstede 1980; Schwartz 1994), while several
studies highlight its impact in terms of values, norms and self-orientation in global
firms-suppliers relationship.

Individualist and collectivist cultures play a critical role in determining dis-
tinctive normative orientation towards building long-lasting relationships.
Furthermore, in highly collectivist cultures managers are more likely to adopt
face-to-face communication, which appears to have a positive rebound effect on
suppliers’ engagement and trust (Ketkar et al. 2014). Similar results have been
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