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Abstract

Purpose — The role of procurement managers is crucial for diffusing sustainability throughout the supply
chain. Whether or not they are willing to pay for sustainability is an important and not yet fully understood
question. The authors examine antecedents and consequences of their willingness to pay (WTP) for
sustainability.

Design/methodology/approach — The authors develop a multi-level framework to examine the WTP for
sustainability in a B2B context. The authors test this multi-level framework with 372 procurement managers
from multiple sectors and countries using partial least squares structural equation modeling.

Findings — The authors find that individual values of procurement managers and institutional pressures
directly, while ethical organizational culture indirectly influence WTP for sustainability. Functional and
cognitive competencies of procurement managers improve the sustainability of procurement, but not WTP for
sustainability. Importantly, WTP for sustainability directly influences the performance of the procurement
function which in turn is positively associated with increased organizational performance.
Originality/value — The study, examining the interplay between individual, organizational and contextual
factors, provides empirical evidence on the pivotal role of procurement managers in diffusing sustainability
throughout the supply chain. The findings of the study, on the one hand, contribute to the literature on
operations management and sustainability, and on the other hand, guide policy and managerial actions.

Keywords Individual values, Institutional pressures, Organizational performance, PLS-SEM,
Resource-based view, Sustainable procurement
Paper type Research paper

1. Introduction

Scholars and practitioners have been increasingly emphasizing the incorporation of
sustainability practices into business operations (Schmid and Kutzner, 2021; Sharma, 2020).
Sustainability is critically important in the domain of B2B procurement (Huang et al, 2022).
B2B transactions, characterized by their large-scale operations and intricate supply chains,
magnify the impact of sustainability practices. Within this context, the sheer volume of
purchases occurring in B2B environments accentuates the significance of ethical decision-
making (Yu et al., 2022).
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[JOPM Awareness regarding issues associated with the conventional economic model has

4413 spurred a rapidly _increasing intere;t from scholars_ across discipli_nes (Merli et al.,, 2018).

’ Consequently, the literature on sustainable consumption and production has made enormous

progress over the last decades. Notable in the present literature is the well-documented

willingness of consumers to pay premium prices for sustainable products (Tully and Winer,

2014). Furthermore, the extant literature highlights various strategies through which

2 companies can increase their sustainability orientation. These strategies include increasing

supply chain transparency (Adhi Santharm and Ramanathan, 2022), emphasizing learning

(Sauer et al., 2022), fostering CEO championing (Bendoly et al, 2021; Zhao and He, 2022), and
forging collaboration with suppliers (Peng ef al, 2022).

Despite enormous progress in literature, important challenges remain. One such challenge
is the perceived trade-off between the environment and profits by top and middle managers
(Hahn et al, 2010). If sustainability comes at the expense of profitability, an emphasis on
profits deemphasizes the pursuit of environmental and social goals —and this is, in fact, what
the data on the slow adoption of sustainability seem to indicate (Pagell and Shevchenko,
2014). Second, while individual consumers have demonstrated a willingness to pay (WTP) for
sustainable products (Li and Kallas, 2021; Tully and Winer, 2014), their decision-making
processes are often clouded by biases and limitations (Ariely, 2008). Factors such as limited
rationality and difficulties of detecting greenwashing —a deceptive marketing practice where
a company falsely claims its products are environmentally friendly — influence consumers,
deviating from the core tenets of sustainability (Belz and Peattie, 2012; Topal et al., 2020).

To truly understand the essence of WTP for sustainability, a paradigm shift is necessary.
This shift extends beyond the boundaries of individual consumers to encompass the realm of
B2B procurement professionals. These professionals, operating within meticulously
designed contexts that minimize biases, can play a “central’ role in the diffusion of
sustainability (Johnsen et al, 2022, p. 1624). Put differently, these professionals, acting as
agents of their companies, can navigate a delicate equilibrium between organizational
mandates and personal convictions (Yu et al, 2022). Their decisions reverberate through the
entire value chain, influencing suppliers, partners, and, ultimately, end consumers. However,
despite their central role, empirical studies examining B2B procurement managers’ WTP for
sustainability remain scarce in the present literature.

Against this backdrop, our study aims to address two questions. First, what are the
antecedents of B2B procurement managers’ WTP for sustainability? The literature is silent
on whether or not B2B procurement managers are willing to pay for sustainable products but
clearly indicates that a multi-level framework is necessary to understand sustainability
(Khizar et al., 2022). The inherent complexity of B2B procurement activities necessitates an
approach that transcends surface-level analysis. A multi-level framework allows us to
unravel the intricate web of influences shaping procurement managers’ decisions. Second,
what are the consequences of the B2B procurement managers’ WTP for sustainability?
Stated differently, the question is whether paying a price premium for sustainable products
leads to an improvement in supply chain and organizational performance.

Investigating performance consequences in the context of sustainability is vitally
important —and possible only in B2B. To be clear, purchase decisions about sustainability are
made also in B2C, but here consequences regard individual, typically psychological, states
such as the “warm glow” (ie., feel-good) effect that Habel ef al. (2016) document. In B2B,
individual choices have organizational consequences, and we can examine if and how the
decision to pay a price premium for sustainability affects organizational performance.
Studies in this domain are rare. A recent literature review on sustainability in B2B flatly
states: “very limited research on outcomes emerged” (Sharma, 2020, p. 324). We can speculate
on reasons, but it seems that researchers investigating sustainability have paid more
attention to the study of antecedents than to the study of consequences, not unlike early RBV
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research (Newbert, 2007). Understanding the performance consequences of procurement  Procurement
managers’ WTP for sustainability is important since this allows us to illuminate and examine mana gers’
the perceived trade-off between the environment, society, and profits. Summing up, assessing 1

, 0 = willingness to
the antecedents and consequences of procurement managers’ WTP for sustainability

transcends academic curiosity — it stands as a pragmatic necessity. pay
Our study answers these questions by surveying 372 B2B procurement managers from
multiple sectors and countries using partial least squares structural equation modeling (PLS- 3

SEM). The intended contribution of our study is twofold. Our study provides empirical
evidence on the pivotal role of procurement managers in corporate sustainability by testing a
multi-level framework of contextual, organizational, and individual antecedents of WTP and
sustainable procurement. Furthermore, our study provides actionable insights into the
significance of sustainable procurement for organizational performance across multiple
sectors and countries. Specifically, the data in our study suggests that a trade-off between the
environment, society, and profits does not exist. The consequence of paying a price premium
for sustainability is, according to the data in our study, an improvement in the performance of
the procurement function and an improvement in environmental, financial, and operational
performance. From a practical standpoint, our study offers valuable implications for
businesses and policymakers.

The remaining parts of our study are structured as follows. In the next section, a
theoretical framework is presented which explicates the formulation of our hypotheses. Then
in the third section, our research methodology is explained including the steps taken for data
collection and analysis. Next, the results of our study are expressed in the fourth section while
their implications are discussed in the fifth section. Lastly, conclusions from our study as well
as suggestions for further research are provided.

2. Theoretical background and hypotheses

There is increasing research on the antecedents and consequences of sustainability practices
(Huang et al., 2022). A systemic review of previous studies indicates that sustainability
practices in companies are the result of multiple elements that can be fruitfully grouped into
three broad categories: context, organization, and individual (Khizar et al, 2022). The context
refers to environmental or institutional factors, organization to characterizing features of the
focal company, and individual to traits and dispositions of managerial decision makers, all of
which must be analyzed to fully capture the multifaceted nature of sustainability drivers. Our
study analyzes pertinent individual, organizational, and contextual factors by formulating
hypotheses based on the resource-based view and institutional theory. It is worth mentioning
that these two theories have been commonly employed in previous studies on sustainability
(Blome et al., 2014; Huang et al., 2022).

The values of an individual can be interpreted as a set of underlying beliefs or norms
learned through pragmatism that not just set personal preferences but also guide the course
of action to achieve desired objectives (Bonn et al, 2021). Individuals are generally inclined to
follow a socially desirable course of action. Individual values toward environmental and
social accountability are therefore considered the prime antecedent of green behaviors (van
der Werff et al, 2013). Over the years, several studies have demonstrated that individuals
with high levels of moral attitudes compared to other individuals not just acknowledge
environmental concerns but rather exhibit a strong responsibility to protect the environment
irrespective of personal traits like age, gender, income, etc. (Al-Swidi ef al, 2021; Mohamed
et al., 2014). Simply put, the moral attitudes or environmental self-identity of individuals,
whether directly or indirectly, lead to a wide range of positive behaviors, like energy
conservation, recycling, green procurement, etc. (van der Werff et al., 2013).
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[JOPM Ku and Zaroff (2014) showed a significant correlation between individual valuesand WTP

4413 to protect the environment. Carter and Jennings (2004) showed a significant correlation

’ between the individual values of employees and sustainability-oriented initiatives introduced

by employees. Bonn ef al. (2021) showed a significant correlation between individual values

and green procurement. Hence, we assume that procurement managers who possess positive

moral attitudes or consider themselves environmentally friendly persons might be more

4 willing to pay a premium for sustainability and thereby might actualize sustainable
procurement. Based on the above discussion, we formulate the following hypotheses.

HI. Individual values of procurement managers positively influence their WTP for
sustainability.

H2. Individual values of procurement managers positively influence sustainable
procurement.

Competencies are characteristics such as traits, skills, and knowledge that enable an
employee (or top and middle manager) to achieve superior performance (Schulze ef al, 2019).
Individual competencies in the context of supply chain management can be classified into
functional and cognitive competencies. The former covers occupational skills and knowledge
while the latter refers to social skills and a general understanding of matters (Bonn et al,
2021). Procurement managers can be seen as gatekeepers within a company who require
specific competencies and cognitive thinking skills to address complex decisions underlying
sustainability challenges. Knowledge about suppliers and experience in procurement may
influence their WTP (Goebel ef al, 2018). Literature shows that individual competencies are
important in formulating effective strategies and managing initiatives. Notably, Galleli et al.
(2019) highlighted that if a set of peculiar, interconnected, and interdependent individual
competencies is developed and utilized in line with organizational competencies then
companies may overcome sustainability threats. A recent study showed that green
procurement is influenced by the functional competencies of individuals (Bonn ef al.,, 2021).
Based on the above discussion, we formulate the following hypotheses.

H3. Individual competencies of procurement managers positively influence their WTP
for sustainability.

H4. Individual competencies of procurement managers positively influence sustainable
procurement.

Organizational culture is a set of values, established procedures, and shared mental
assumptions that guide and monitor the behavior of employees (Carter and Jennings, 2004).
Organizational culture could be defined or measured in different ways. However, the behavior
of top management is considered an essential element to measure organizational culture
(Trevino et al., 1998). The role of top management is very important not just in terms of their
responsibility to introduce ethical values in organizational culture but also in terms of their
commitment to allocating and deploying required resources for implementing green
procurement and green supply chain management (Basana et al, 2022).

Scholars pointed out that organizational culture determines how procurement managers
account for environmental and social criteria when selecting suppliers (Goebel ef al., 2012).
Put differently, organizational culture influences the decision-making of procurement
managers. A recent study also showed a significant correlation between organizational
culture and green employees’ behavior (Al-Swidi et al, 2021). Hence, we may assume a
correlation between organizational culture and procurement managers’ WTP for
sustainability. It is worth mentioning that a procurement manager may select a supplier
based on the lowest cost criteria instead of considering environmental and social criteria.
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However, this compromise or morally incorrect practice is more likely to happen insuchan  Prgcurement
organizational culture where obedience to authority is emphasized (Goebel et al., 2018). managers’
Carter and Jennings (2004) and Bonn et al. (2021) showed a significant correlation between 113
et s . willingness to
organizational culture and green procurement. More specifically, the behavior of top

management has been reported as a significant antecedent of green procurement (Basana pay
et al,, 2022; Blome et al., 2014; Bonn ef al., 2021; Yen and Yen, 2012). Furthermore, the behavior
of top management through green procurement implementation yields improved operational 5

performance (Basana et al, 2022). A recent study showed a direct and significant correlation
between organizational culture and environmental performance (Bakhsh Magsi et al., 2018).
Based on the above discussion, we formulate the following hypotheses.

Hb5. Ethical organizational culture positively influences the individual values of
procurement managers.

Hé6. Ethical organizational culture positively influences procurement managers’ WTP for
sustainability.

H7. Ethical organizational culture positively influences sustainable procurement.
H8. Ethical organizational culture positively influences organizational performance.

Scholars stated that institutional pressures may influence the attitude or posture of top and
middle managers such as procurement managers towards sustainability (Ye et al, 2013).
Notably, Zhao and He (2022) argued that institutional pressures may influence the personal
values or cognition of managers which could enhance their sense of responsibility toward
environmental protection. Hence, we may assume a correlation between institutional
pressures and WTP for sustainability.

Scholars further argued that institutional pressures, like regulatory requirements,
customer expectations, competitors’ actions, etc., are the prime factors that cause the
introduction of green procurement initiatives in companies (Kauppi and Luzzini, 2022; Yen
and Yen, 2012). However, institutional pressures may not necessarily induce the same effect
on companies as regulatory and market pressures may vary across business sectors and
countries. For instance, Ghosh (2019) investigated green procurement in a developing
country context and found insignificant correlations with both regulatory pressure and
customer pressure. Other studies reported green procurement has an insignificant correlation
with regulatory pressure but a significant correlation with customer pressure (Carter and
Jennings, 2004; Yen and Yen, 2012). Nonetheless, many studies generally concluded that
institutional pressures not only lead to sustainable procurement but also lead to green supply
chain management which is a broader concept than the former one (Lu et al, 2018; Zhu et al.,
2013). Based on the above discussion, we formulate the following hypotheses.

H9. Institutional pressures perceived by procurement managers positively influence
their WTP for sustainability.

HI10. Institutional pressures perceived by procurement managers positively influence
sustainable procurement.

An important question in the literature on sustainability orientation is whether investing
resources in sustainability initiatives is beneficial for companies (Khizar et al., 2022). Simply
put, do sustainability initiatives such as green procurement increase a company’s
competitiveness or increase merely a company’s costs? Scholars and practitioners seem to
be divided in this regard: some practitioners argue that companies that engage in green
supply chain management or adopt green procurement increase their production costs and
thereby diminish their profits, but scholars rebutted such arguments (Ghosh, 2019).
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[JOPM Green procurement minimizes raw materials consumption and creates operational

4413 efficiency (Basana et al.i 2022). Ghosh (2019) showed a sign_ificant correlation between green

’ procurement and organizational performance. Several studies have demonstrated that green

procurement leads to improved environmental and financial performance (Lu ef al, 2018;

Yang et al, 2022; Yook et al, 2018). Zhu et al. (2013) reported an insignificant correlation

between green supply chain management and financial performance. Likewise, Lee ef al.

6 (2012) reported an insignificant correlation between green supply chain management and

business performance. Nonetheless, a recent meta-analysis concluded a significant

correlation between green supply chain management and sustainability performance

(Yadav ef al, 2023). A potential explanation for these contrasting findings is that green

procurement is a multidimensional function whose effects may vary in companies.

Furthermore, previous studies have mainly assessed the effect of green procurement in

terms of financial performance (Carter et al., 2000). That is, most previous studies did not take

into account that the effects of green procurement on companies may not always be direct but

rather mediated by other outcomes like operational performance (Song et al., 2017). Several

studies have demonstrated that green procurement leads to improved operational
performance (Basana ef al, 2022; Yang et al., 2022).

Carter and Jennings (2004) argued that top and middle managers who possess
environmental values can likely play a key role in introducing initiatives linked to
sustainability. Procurement managers compared to other managers are indeed more
powerful change agents that can introduce and cultivate sustainability not just in
procurement activities but also in other operations. We therefore assume that those
companies, whose procurement managers are willing to pay a premium for sustainability,
would be more likely to adopt sustainable procurement. And if those procurement managers
pay a premium or companies adopt sustainable procurement, then this may consequently
improve their organizational performance. Based on the above discussion, we formulate the
following hypotheses.

HI11. Procurement managers’ WTP positively influences sustainable procurement.

HI12 Sustainable procurement positively influences organizational performance.

3. Methodology

3.1 Data collection

We designed the survey instrument using Qualtrics and recruited respondents through Cint,
a global panel data provider. Respondents in this survey are B2B procurement or supply
chain managers. Data collection via panel providers, increasingly adopted in management
studies, is especially recommended for research involving potentially sensitive questions
(Franklin and Marshall, 2019; Porter et al, 2019). Furthermore, there is no difference between
conventionally sourced data and panel data (Walter et al, 2019). We instructed the panel
provider to collect responses from about 400 qualified respondents. Consequently, we
received 423 responses in June 2022.

We employed stringent a priori criteria for participant exclusion to ensure the data
quality. Firstly, we embedded two specific questions in different sections of the online survey
to assess whether respondents were paying attention. Prior to data analysis, respondents
who did not pass attention check questions were excluded (Kostyk et al, 2021). Secondly,
responses having missing values were deleted (Hair ef al, 2017). Lastly, speedy respondents
or straight-lining responses were excluded (Franklin and Marshall, 2019; Kostyk et al, 2021).
In short, we were able to retain 372 responses for the final analysis. Based on Cohen’s (1992)
statistical criteria, this sample size was sufficient to test our proposed hypotheses (Hair et al,

Downl oaded from http://ftp. nowublishers.conlijopn article-pdf/44/13/1/9604418/ijopm 02-2023-0135. pdf by guest on 18 May 2026



2017, p. 24). The final sample is indeed diverse in terms of both individual and organizational
characteristics (see Table 1). We briefly note that our sample includes B2B procurement
managers from the USA, the UK, China, India and Germany from mostly large companies
representing a wide variety of sectors.

The literature points out that non-response bias, stemming from significant disparities
between participants and eligible nonparticipants, can hinder the accurate interpretation of
findings (Hulland et al., 2018). A specific non-response bias occurs when some responses are
excluded from the sample but “in certain situations it is perfectly legitimate to exclude cases”

Characteristics Description Frequency  Percentage (%)
Respondent location Australia 9 242
Canada 23 6.18
China 60 16.13
Germany 43 11.56
India 56 15.05
Ireland 10 2.69
The UK 80 21,51
The USA 91 24.46
Respondent age Below 20 years 2 0.54
21-30 83 22.31
31-40 122 32.80
41-50 117 3145
Above 50 years 48 12.90
Respondent work experience Less than 2 years 23 6.18
2-5 years 64 17.20
5-10 years 167 44.89
10-20 years 88 23.66
More than 20 years 30 8.07
Sector classification (GICS) Energy 17 457
Materials 54 14.52
Industrials 47 12.63
Consumer discretionary 6 1.61
Consumer staples 42 11.29
Healthcare 23 6.18
Financials 72 19.36
Information technology 33 887
Communication services 8 215
Utilities 12 3.23
Real estate 5 1.34
Other 53 14.25
Organization size (number of employees)  1-9 4 1.08
10-49 31 8.33
50249 61 16.40
250-999 73 19.62
1,000-4,999 132 3548
More than 5,000 71 19.09
Organization revenue (annual revenue) Less than 125 million USD 77 20.70
125-249 million USD 52 13.98
250499 million USD 49 13.17
500-999 million USD 63 16.93
1,000-1999 million USD 30 8.07
2000-3,999 million USD 63 16.93
Higher than 4,000 million USD 38 10.22

Source(s): Authors’ own creation

Procurement
managers’
willingness to

pay

7

Table 1.
Sample description
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[JOPM (Hulland et al., 2018, p. 97). To check non-response bias, we compared early and late responses

4413 (Armstrong and Overton, 1977). This procedure, which posits late respondents serve as

’ proxies for nonparticipants, is often utilized in empirical studies (Sturm et al.,, 2023). The final

sample was first divided into two groups and then randomly selected indicators from each

construct and demographic variables (age and work experience) were compared using the

Mann—Whitney U test (Blome et al., 2014). This test did not show any significant difference

8 between early and late responses (at p < 0.05). Therefore, non-response bias is not critical in
our study.

Scholars point out that if the data is simultaneously collected for both exogenous and
endogenous constructs from a single respondent then common method bias may occur
(Podsakoff et al., 2003). To mitigate this concern, necessary care was taken in research design
and survey operationalization. For instance, we used clear and concise language, employed
reliable measures from several studies, ensured the protection of respondent anonymity, and
applied a sort of temporal separation by placing measures of endogenous and exogenous
constructs in different sections of the survey (Hulland et al., 2018; MacKenzie and Podsakoff,
2012; Podsakoff et al., 2003). The use of a qualified and paid panel of respondents increases
both the motivation and the ability to answer accurately and thus further reduces potential
common method bias (MacKenzie and Podsakoff, 2012). Nonetheless, we performed the full
collinearity test (Kock and Lynn, 2012). This test suggests that if VIF values of constructs are
greater than 3.3 then common method bias may exist. Otherwise, potential common method
bias can be ruled out (Kock, 2015). The VIF values of all constructs were below 3.3 in both
scenarios, that is, with and without the inclusion of a random variable (see Table 2).
Therefore, our study seems to be free from common method bias.

3.2 Constructs and measures

Our research model is a mixed-determinants model, which involves both individual and
organizational level constructs (Klein ef al,, 1994). This approach has been adopted in various
studies (Khan et al,, 2020, 2022). However, in terms of operationalization, our research model is
a hierarchical component model (HCM) that contains first-order and second-order constructs
(Sarstedt ef al, 2019). Put differently, some constructs were operationalized with their
respective sub-constructs. We constructed individual values (IV) as a second-order construct
with two sub-constructs namely, environmental self-identity (IV-ES) and moral attitude (IV-
MA). We measured IV with eight items adapted from van der Werff et al (2013) and Bonn ef al.
(2021). To do so, the respondents were asked in the online survey to rate on a Likert scale
whether they agree or disagree with the given statements. We constructed individual
competencies (IC) as a second-order construct with two sub-constructs namely, functional
competence (IC-FC) and cognitive competence (IC-CC). We measured IC with eight items
adapted from Schulze et al. (2019) and Bonn et al. (2021). To do so, the respondents were asked
in the online survey to rate on a Likert scale whether they agree or disagree with the given
statements.

We constructed ethical organizational culture (EC) as a second-order construct with four
sub-constructs namely, ethical behavior of top management (EC-BM), code of conduct (EC-
CC), obedience to authority (EC-OA), and incentives (EC-IN). We measured EC with fifteen
items adapted from Goebel et al. (2018). To do so, the respondents were asked in the online
survey to rate on a Likert scale whether they agree or disagree with the given statements. We
constructed institutional pressures (IP) as a second-order construct with four sub-constructs
namely, coercive market pressure (IP-CM), coercive regulatory pressure (IP-CR), normative
pressure (IP-NP), and mimetic pressure (IP-MP). We measured IP with eighteen items adapted
from Kauppi and Luzzini (2022). To do so, the respondents were asked in the online survey to
rate on a Likert scale whether they agree or disagree with the given statements. We
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Second-order  First-order Item Cronbach’s
constructs constructs code Items Loadings alpha CR AVE
Individual Environmental ~ IV- Acting environmentally 0.824 0.833 0.888 0.666
values (IV) self-identity ES1  friendly is an important
VIF = 2.027 (IV-ES) part of who I am
Weights = 0.658 IV- I am the type of person 0.794
t-Value = 19401 ES2  who acts environmentally
VIF = 1934 friendly
V- I see myself as an 0.825
ES environmentally friendly
person
V- I'would want my familyor ~ 0.820
ES friends to think of me as
someone who is
concerned about
environmental issues
Moral attitude V- Sustainable procurement  0.796 0.828 0.886 0.659
IV-MA) MA1 makes me feel like I
Weights = 0.440 contribute to protecting
t-Value = 11.903 the environment
VIF = 1.651 V- Sustainable procurement ~ 0.821
MA2 makes me feel like [ am
doing the morally correct
thing
V- Sustainable procurement  0.808
MA3  makes me feel good about
myself
V- Sustainable procurement  0.823
MA4 makes me feel like I am a
responsible person
Individual Functional IC- I have basic sustainability ~ 0.629 0.678 0.805 0.510
competencies  competence FC1  knowledge
(I0) (IC-FC) 1C- I am skilled at partnering  0.715
VIF = 1.871 Weights = 0581 FC with suppliers
t-Value = 22.249 1C- I clearly understand that 0.776
VIF = 1502 FC3  my present procurement
decisions have an impact
on the future
IC- I have the ability to 0.727
FC4  analyze future scenarios
regarding procurement
decisions
IC- 1 adopt new and better -
FC. practices to respond to
market changes
Cognitive IC- I solve complex issues 0.853 0.606 0.835 0.717
competence CC1  when making a
(IC-CC) procurement decision
Weights = 0543 IC- I have the ability to think ~ 0.840
t-Value = 20.808 CC2  holistically when making
VIF = 1502 a procurement decision
IC- 1 have the ability to thinkin ~— —
CC3  systems when making a
procurement decision
(continued)

Procurement
managers’
willingness to

pay

9

Table 2.
Measurement model
reliability and validity
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[JOPM

4413 Second-order  First-order Item ) Cronbach’s
s constructs constructs code Items Loadings  alpha CR AVE
Ethical Ethical behavior EC-  Top managers in our 0.838 0.860 0.905 0.704
organizational  of top BM1 organization regularly
culture (EC) management show that they care about
VIF = 2.838 (EC-BM) ethics
10 Weights = 0.355 EC-  Top managers in our 0.836
t-Value = 9.783 BM2  organization guide
VIF = 2416 decision-making in an
ethical direction
EC-  Top managers in our 0.841

BM3  organization are models
of ethical behavior

EC-  Top managers in our 0.841
BM4  organization represent
high ethical standards

Code of conduct  EC- [ am required to 0.769 0.778 0.857 0.601
(EC-CO) CC1  acknowledge that I have
Weights = 0.232 read and understood the
t-Value = 7.395 code of conduct
VIF = 1595 EC-  Our organization has 0.776

CC2  established procedures

for employees to ask

questions about code of

conduct requirements
EC- The code of conduct is 0.807
CC3  widely distributed

throughout our

organization
EC- Iam regularly required to  0.746
CC4  assert that my actions

comply with the code of
conduct
Obedience to EC- Our organization 0.761 0.660 0.814 0.593
authority OAl  demands obedience to
(EC0A) authority
Weights = 0273 EC-  Employees in our 0.758
t-Value = 9.818 OA2  organization are expected
VIF = 1.370 to do as they are told

EC- My immediate supervisor ~ 0.791
OA is always right in our

organization
Incentives (EC-  EC-  Our organization 0.762 0.785 0.875 0.701
IN) IN1 addresses unethical
Weights = 0.361 behavior when it occurs

t-Value = 10.721 EC- Unethical behavior is -
VIF = 2.468 IN2  discouraged in our

organization
EC- People of integrity are 0.871
IN3 rewarded in our
organization
EC- Ethical behavior is 0.874
IN4 rewarded in our
organization
Table 2. (continued)
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Item
code

First-order
constructs

Second-order
constructs

Items

Loadings

Cronbach’s

alpha CR AVE

Coercive market  IP-
pressure (IP-CM) CM1
Weights = 0.277
t-Value = 11.690

VIF = 2.073

Institutional
pressures (IP)
VIF = 2.339

IP-
CM

IP-
CM4

Coercive 1P-
regulatory CR1
pressure (IP-CR)
Weights = 0.281 IP-
t-Value = 10.871 CR2
VIF = 2.051

IP-
CR

IP-
CR

Our major customers
frequently make requests
for us to adopt certain
practices in our
purchasing procedures
Our major customers will
withhold their contracts if
our organization does not
meet their requests to
adopt certain practices in
our purchasing
procedures

We sometimes have to
modify our purchasing
practices in response to
consumer preferences
Our major suppliers will
withhold their contracts if
our organization does not
meet their requests to
adopt certain practices in
our purchasing
procedures

Government regulation
impacts our purchasing
decision making

There are frequent
government inspections
or audits on our
purchasing practices to
ensure we comply with
laws and regulations

We receive financial
incentives from the
government to adopt
certain practices in our
purchasing procedures
International legislation
(e.g. EU directives)
impacts the purchasing
procedures we use

0.816

0.821

0.678

0.839

0.680

0.811

0.732

0.761

0.798 0.869 0.626

0.735 0.834 0.558

(continued)

Procurement
managers’
willingness to

pay

11

Table 2.
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[JOPM

4413 Second-order  First-order Item Cronbach’s
s constructs constructs code Items Loadings  alpha CR AVE
Normative IP- We prefer to use 0.714 0.796 0.860 0.552
pressure (IP-NP) NP1  procedures and tools that
Weights = 0.345 we learned during our
t-Value = 14.925 education
12 VIF = 2.704 1P- We are influenced by the ~ 0.771

NP2  procedures and tools
advocated by the national
purchasing association
(e.g., Institute of Supply
Management)
IP- We follow academic 0.775
NP research on purchasing to
learn about purchasing
procedures to implement
IP- Our choice to implement 0.787
NP4  purchasing procedures is
influenced by what we see
and hear at trade shows
and vendor exhibitions
IP- It is evident that certain 0.659
NP5  purchasing procedures
are becoming a norm
within our industry

Mimetic pressure IP- Our organization has 0.733 0.822 0.875 0.585
(IP-MP) MP1  implemented purchasing

Weights = 0.259 procedures in response to

t-Value = 10.670 what competitors and

VIF = 2.301 peers do and are doing

IP- We pay attention to the 0.777
MP2  purchasing practices and

tools that appear to

benefit our competitors

and peers
IP- There is a need to imitate ~ 0.716
MP3  purchasing practices of

key competitors that

serve the same major

clients
IP- We actively benchmark 0.779
MP4  the purchasing practices

and performance of our

main competitors and

peers
IP- We pay attention to the 0.814
MP5  purchasing practices and

tools used and adopted by

our key competitors

Table 2. (continued)
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Procurement

Second-order  First-order Item Cronbach’s 5
constructs constructs code  Items Loadings  alpha CR AVE _Inanagers
— ) . — willingness to
Organizational Environmental =~ OP-  Reduction of air emission ~ 0.788 0.875 0.909 0.668 a
performance performance EN1 pay
(OP) (OP-EN) OP-  Reduction of wastewater 0.855
VIF = 1.705 Weights = 0457 EN:
t-Value = 19.067 OP-  Reduction of solid wastes ~ 0.841 13
VIF = 2.703 EN3
OP-  Decrease in consumption  0.800
EN. of hazardous/harmful/
toxic materials
OP-  Decrease in frequency of 0.801
EN5  environmental accidents
Financial OP-  Growth in sales 0.842 0.907 0931 0.729
performance FI1
(OP-FI) OP-  Growth in return on sales  0.841
Weights = 0.293 FI2
t-Value = 9395 OP-  Growth in profit 0.885
VIF = 2576 FI3
OP-  Growth in market share 0.857
FI4
OP-  Growth in return on 0.843
FI5 investment
Operational OP- Increase amount of goods  0.798 0.865 0.903 0.651
performance OP1  delivered on time
(OP-OP) OP-  Decrease inventory levels  0.736
Weights = 0.358 OP2
t-Value = 11.016 OP-  Improvement in products’  0.819
VIF = 3.170 OP3  quality
OP- Increase in the product 0.831
OP4  line
OP-  Improvement in capacity  0.846
OP5  utilization
- Willingness to WTP1 Iwould be willing to pay ~ 0.837 0.879 0912 0.674
pay (WTP) more for sustainability
VIF = 2.104 WTP2 I would be comfortable 0.810
paying more for
sustainability
WTP3 I would have no problem  0.828
paying more for
sustainability
WTP4 Our organization would 0.793
rather spend money on
sustainability more than
anything else
WTP5 Our organization is ready ~ 0.835

to pay a premium for
sustainable goods or
services

(continued) Table 2.
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[JOPM

4413 Second-order  First-order Item Cronbach’s
s constructs constructs code Items Loadings  alpha CR AVE
- Sustainable SP1  Cooperating with 0.830 0.902 0919 0513
procurement (SP) suppliers for
VIF = 2.264 environmental objectives
SP2  Selecting suppliers based  0.798
14 on specific environmental
criteria

SP3  Requesting suppliers to 0.731
use environmentally
friendly packaging
SP4  Ensuring that purchased  0.790
products or services must
contain green attributes
SP5  Using a life cycle analysis ~ 0.756
to evaluate the
environmental
friendliness of products
and packaging
SP6  Adopting a just-in-time 0.514
logistics system
SP7  Ensuring the safe and 0.679
environmentally friendly
transportation of
products
SP8  Asking suppliers to 0.744
commit to waste
reduction goals
SP9  Asking suppliers to 0.753
develop and maintain an
environmental
management system
SP10  Purchasing from small or ~— —
local suppliers
SP11  Ensuring that suppliers 0.573
comply with labor laws
SP12  Participating actively in 0.646
philanthropic activities
Note(s): SP10 was deleted to achieve AVE >0.5. Before deletion, the loading of this item was 0.481 while the
AVE of SP was 0.487
EC-IN2, IC-CC3 and IC-FC5 were deleted to fulfill discriminant validity (HTMT criteria). Before deletion, the
loadings of these items were, respectively, 0.606, 0.791 and 0.735, while the AVE of EC-IN, IC-CC and IC-FC
were, respectively, 0.594, 0.622 and 0.485
Table 2. Source(s): Authors’ own creation

constructed organizational performance (OP) as a second-order construct with three sub-
constructs namely, environmental performance (OP-EN), financial performance (OP-FI), and
operational performance (OP-OP). We measured OP with fifteen items adapted from Zhu et al.
(2013) and Huo et al. (2013). To do so, the respondents were asked in the online survey to rate
on a Likert scale the improvement level of given aspects.

We operationalized willingness to pay (WTP) and sustainable procurement (SP) as first-
order constructs. We measured WTP with five items adapted from Habel ef al (2016) and
Winter ef al. (2021). To do so, the respondents were asked in the online survey to rate on a
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Likert scale whether they agree or disagree with the given statements. To increase the  Procurement
external validity of the WTP measure, we embedded two experiments in the online survey. managers’
We instructed respondents to imagine procuring two different items (laptops and electricity) 1

; . WOt A ; willingness to
for their companies and choose between two identical laptops and electricity providers

differing only in sustainability aspects (high recyclability vs. low recyclability and renewable pay
sources vs. fossil fuels). We thereby measured the price premiums paid for the sustainable
options. We noticed that the price premiums paid for both items are significantly correlated 15

(8 = 0.436, p < 0.001) with the answers provided to the WTP constructs which affirms a high
construct validity. We measured SP with twelve items adapted from Carter and Jennings
(2004) and Zhu et al. (2013). To do so, the respondents were asked in the online survey to rate
on a Likert scale whether their organization has been considering or has already implemented
the listed measures. It is worth mentioning that first-order constructs (thinner circles) and
second-order constructs (thicker circles) were respectively modeled as reflective and
formative measurement models (see Figure 1).

3.3 Data analysis
PLS-SEM is acknowledged as an appropriate technique when the research objective is either
to predict an unexplored phenomenon or to empirically test complexly modeled relationships
(Hair et al, 2011). We, therefore, analyzed the collected data through PLS-SEM with
SmartPLS 4 software (Ringle et al, 2022). We followed the embedded two-stage approach
(mode B) instead of the repeated indicators approach for measuring our proposed HCM
(Becker et al., 2012). Sarstedt et al. (2019) pointed out that the repeated indicator approach is
easy to apply but causes issues in HCM. Simply put, the R? value turns to one by default and
thus path coefficient tends to be zero or insignificant. In contrast, the embedded two-stage
approach yields better results (Ringle et al., 2012).

The PLS-SEM model contains two parts: an outer part (measurement model) and an inner
part (structural model). Chin (2010) suggests a two-step approach for executing PLS-SEM. We
accordingly examined the measurement model in the first step. For that, the PLS algorithm

Individual
values

Ethical
organizational
culture

H2
N’ﬁ H7  H8
H1

A

WiIIingnesstoEi H11

3 /
H9 H10
H4

Institutional
pressures

H5

Sustainable Organizational
procurement performance

Individual
competencies

Source(s): Authors’ own creation

Figure 1.
Research model
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[JOPM was executed with the default settings of SmartPLS 4 software. The structural model was

4413 examined in the second step using the function of bootstrapping with 10,000 subsamples. All

’ given rules and guidelines were followed not just in performing PLS-SEM but also in
presenting our study results (Chin, 2010; Hair et al., 2019).

16 4. Results

4.1 Measurement model

Scholars point out that the assessment of the measurement model should be carried out in
terms of reliability, convergent validity, and discriminant validity. The loading of items
should ideally be above 0.708 but if the AVE of a construct is above 0.500 then in that case
items having loading between 0.400 and 0.708 are also considered valid and retained in the
measurement model (Hair ef al,, 2012). The loading values of all items, excluding a few items
of constructs EC-IN, IC-CC, IC-FC, and SP, are between 0.514 and 0.885 (see Table 2). The
literature specifies that convergent validity cannot be established unless the AVE values of
constructs are at least 0.500 (Hair et al,, 2011). The AVE value of most of the constructs in our
study comfortably passed this criterion. However, two constructs, namely, IC-FC and SP, had
AVE values below 0.500. Hence, the problematic items were deleted (Hair et al,, 2019). After
that, the AVE values of all constructs are between 0.510 and 0.729 (see Table 2).

The literature emphasizes that CR and Cronbach’s a values of constructs should ideally be
above 0.700 (Hair ef al, 2011). The CR values in our study are between 0.805 and 0.931 (see
Table 2). The Cronbach’s a values in our study are between 0.606 and 0.907 (see Table 2).
Scholars have recently criticized the way discriminant validity was assessed and reported in
previous studies. They strongly advise that discriminant validity should be preferably tested
by the HTMT criterion (Ali e al, 2018). This criterion posits that HTMT values must be lower
than 0.900 if the involved constructs are conceptually similar (Hair ef al, 2019). Our study
comfortably fulfills this criterion (see Table 3).

The literature shows that before proceeding to the assessment of the structural model the
psychometric properties of first-order constructs (ie, constructs acting as formative
indicators for second-order constructs in our proposed HCM) should be assessed in terms of
the significance and relevance of second-order weights (Khan ef al,, 2021). Our study satisfies
this requirement too since the f-values of second-order weights are greater than 1.96 (see
Table 2).

4.2 Structural model
Scholars point out that the assessment of the structural model should be carried out in terms
of multicollinearity, predictive power, predictive relevancy, and model fit indices. Our study
contains no multicollinearity since VIF values are under the threshold limits (Hair ef al, 2019).
The predictive power of a model is mainly understood by the R? values of its endogenous
constructs. The standard R? values such as 0.750, 0.500, and 0.250 respectively refer to
substantial, moderate, and weak predictive powers (Hair et a/, 2019). The R values for IV, OP,
SP, and WTP are respectively 0.343, 0.580, 0.546, and 0.560. The predictive relevance of a
model is understood by the Q? values of its endogenous constructs. The Q? values greater
than 0.000, 0.250, and 0.500 respectively imply small, medium, and large predictive relevancy
(Hair et al, 2019). The @ values of IV, OP, SP, and WTP are respectively 0.326, 0.424, 0.439,
and 0.436. Our study satisfies the model fit criteria too since SRMR and NFI values are
respectively 0.040 and 0.922 (Hair ef al, 2017).

Our proposed hypotheses were finally assessed using the function of bootstrapping. To
gain an accurate and deep understanding, the indirect effects or potential mediation
relationships were also checked as per the recommended guidelines (Hair et al, 2017, p. 233;
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[JOPM Nitzl et al., 2016). Our PLS-SEM analysis revealed that IV and IP directly influence WTP by

4413 respective correlation values of 0.354 and 0.257 (p < 0.001 each) while IC and EC do not

’ directly influence WTP. However, interestingly, IV fully mediates the relationship between

EC and WTP by a correlation value of 0.207 (p < 0.001). Our PLS-SEM analysis further

revealed that IC, IP, and WTP directly influence SP by respective correlation values of 0.115

(» <0.05),0.213 (p < 0.01), and 0.327 (p < 0.001) while IV and EC do not directly influence SP.

18 However, again interestingly, WTP fully mediates the relationship between IV and SP by a

correlation value of 0.116 (p < 0.001). Our PLS-SEM analysis lastly revealed that EC directly

influences IV and OP by respective correlation values of 0.585 and 0.257 (p < 0.001 each) while

SP directly influences OP by a correlation of value 0.527 (p < 0.001). Simply put, H1, H4, H5,

H8, H9, H10, H11, and H12 are accepted; H3 and H7 are rejected; H2 and H6 can be, however,

interpreted differently, that is, mediation (see Table 4). The direct relationship between IV and

SP is not statistically significant, while the indirect relationship between these two variables

through WTP is statistically significant. Similarly, the direct relationship between EC and

WTP is not statistically significant, while the indirect relationship between these two
variables through IV is statistically significant.

4.3 Robustness checks

The literature highlights that unobserved heterogeneity may lead to incorrect interpretation
of results (Sarstedt et al,, 2020). To check this concern, we followed the recommended steps
(Matthews ef al, 2016). We first executed FIMIX-PLS repeatedly to determine the exact
number of segments. In other words, the fit indices were calculated starting from a one-
segment solution to a seven-segment solution. This range of solutions was taken based on the
estimation of the required minimum sample size (Matthews et al, 2016, p. 211). We then
checked the minimum values of fit indices. AIC3 and CAIC did not indicate the same number
of segments but their alternatives AIC4 and BIC indicated a four-segment solution (see
Table Al). However, all solutions, except a two-segment solution, did not fulfill the minimum
sample size requirements (see Table A2).

It is worth mentioning that if fit indices show divergent results, one can conclude that
“unobserved heterogeneity does not significantly affect the data” (Sarstedt et al, 2020, p. 9).
Nonetheless, we followed up with latent class analysis and subsequently formed two groups
for each of these demographic variables: age (below 40 and above 40 years), work experience
(less than 10 and more than 10 years), and location (developed and developing countries).
However, the increase in (weighted) R was not substantial, implying that “heterogeneity” is
not a serious concern (Matthews et al., 2016, p. 220). Furthermore, the objective of our study
was not multigroup analysis. Hence, we could trust aggregate-level data in our study
(Sarstedt et al,, 2017).

Scholars point out that omission of variables, simultaneous causality, and measurement
errors may induce endogeneity (Zaefarian et al., 2017). There are various approaches for
assessing potential endogeneity. However, the Gaussian copula approach is preferred in PLS-
SEM since the instrumental variable approach is difficult in practice due to its requirements,
and estimations with an unsuitable variable may lead to biased results (Eckert and
Hohberger, 2023). It is worth mentioning that operationalizing the Gaussian copula was
difficult too since our research model is complex compared to most research models in
management research. Put differently, our research model is HCM and contains four
dependent variables namely, IV, OP, SP, and WTP. Nevertheless, we followed a systematic
procedure to address potential endogeneity (Hult et @/, 2018).

We first checked the prerequisites of the Gaussian copula approach through the
Kolmogorov—Smirnov test with Lilliefors correction and then using bootstrapping assessed
the significance of Gaussian copula terms that were sequentially added to the model (Sarstedt
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IJOPM etal, 2020). After assessing 50 models in total, we found that all cupolas were insignificant in
4413 the case of IV and WTP, but some cupolas were significant in the case of SP and OP. However,
’ the first two referred sources of endogeneity can be ruled out considering that various level
factors that could affect WTP and SP were included in our study and conceptually SP and OP
cannot have a reverse relationship with their antecedents in the model. Hence, we may
assume that endogeneity is not a critical issue in our study. Nonetheless, we included suitable

20 control variables as per the recommended guidelines (Hult et al., 2018).

5. Discussion

Bob Shapiro, CEO of Monsanto, one of the largest agrochemical companies globally, stated
nearly three decades ago: “far from being a soft issue grounded in emotion or ethics,
sustainable development involves cold, rational business logic” (Magretta, 1997, p. 81).
Investments in sustainability follow, according to this view, not moral obligations, but
economic rationality. As researchers we have to ask: Is this view supported by data? We need
to know “How do sustainable business strategies provide economic returns to business-to-
business firms?’ A directly related question is “/whether] business-to-business customers . . .
willing to pay a premium for sustainable products and services?” (Sharma, 2020, pp. 326-327).
These are the questions that, according to a review of the literature on sustainability in B2B,
future research should answer (Sharma, 2020). This study examines WTP for sustainability
in B2B settings. Specifically, we aim to examine antecedents of B2B procurement managers’
WTP for sustainability. Furthermore, we aim to understand whether B2B procurement
managers’ WTP for sustainability is beneficial for organizational performance. These two are
the key research questions that this study aims to answer.

The foundational premises of our study are: (1) B2B procurement managers constitute the
most important actors in the transition towards sustainability; (2) WTP is a valid predictor of
future behavior. On the first premise: depending on the country, B2B activities account for
50%—-80% of the gross domestic product (Lichtenthal and Mummalaneni, 2009) and, within
B2B, the procurement function occupies a central role in implementing sustainability
(Johnsen et al, 2022). On the second premise: the marketing literature has examined
approaches to measure WTP (Hofstetter et al, 2021; Miller et al., 2011) and documents that
expressions of WTP, although hypothetical, align well with actual prices paid (Hofstetter
et al., 2021). Specifically, a recent meta-analysis of 115 effect sizes reported in 47 research
papers with data for the same products with both hypothetical WTP measures and real WTP
measures (e.g., auctions) finds an average hypothetical bias of 21% (Schmidt and Bijmolt,
2020). There is a relatively modest overestimation of true WTP, but “hypothetically derived
WTRP estimates are often the best estimates available” (Schmidt and Bijmolt, 2020, p. 515) and
are thus valid. On these foundations, our study examined antecedents and consequences of
B2B procurement managers’ WTP for sustainability.

Our study shows that the prime antecedents of WTP for sustainability are institutional
pressures and individual values. Institutional pressures are a multifaceted construct
composed of coercive market pressure, coercive regulatory pressure, normative pressure, and
mimetic pressure (Kauppi and Luzzini, 2022). Previous studies found an insignificant
correlation between regulatory pressure and green procurement (Carter and Carter, 1998;
Carter and Jennings, 2004; Yen and Yen, 2012). In contrast to those studies but in line with a
recent study (Lu ef al, 2018), our study found that institutional pressures significantly
influence both WTP and sustainable procurement. It implies that in the past, top and middle
managers of companies perceived regulatory pressures as unimportant drivers of
sustainability. How times have changed: Nowadays, institutional pressures have a strong
and direct effect on procurement managers’ WTP and sustainable procurement. The external
environment — rules or norms and competitors — drives procurement managers’ WTP for
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sustainability which in turn improves the performance of the procurement function. Previous  Procurement
studies have documented that institutional pressure leads to pro-environmental operations managers’
that reduce environmental harm (Zhao and He, 2022). Our study documents the effect on willingness to
WTP for sustainability and thus documents that individuals are willing to make a positive g

contribution to the environment. An important finding is that this is true across countries and pay
sectors.
Our study shows that individual values, a multidimensional construct composed of 21

environmental self-identity and moral attitude, are correlated with WTP for sustainability.
Put differently, our study indicates that individuals with strong morality and with a concept
of themselves based on pro-environmental attitudes are willing to pay more for sustainable
products in the workplace. This finding lends further support to the research stream on
micro-foundations advocating the need to investigate antecedents at the individual level as a
means to understand phenomena at the organizational level (Hinterhuber and Liozu, 2017).
Furthermore, our study finds that individual values do not influence sustainable
procurement directly but influence sustainable procurement via WTP. Put differently,
WTP fully and significantly mediates the relationship between individual values and
sustainable procurement. Thus: individual values — environmental consciousness, ethical
responsibility, and personal integrity — improve the sustainability of the procurement
function only if WTP is high. Individual values thus require a behavioral intention —- WTP —
to influence the sustainability of the procurement function.

We also find that individual competencies do not significantly influence WTP, which
indicates that, in terms of individual traits, WTP is primarily the outcome of individual
values, not intellectual or functional competencies. Individual competencies have, in our
model, a strong and direct effect on sustainable procurement. The degree of sustainability of
the procurement function can therefore be increased by ensuring that managers are highly
skilled in partnering with suppliers, forward-thinking in understanding the future impact of
procurement decisions, adept at analyzing future scenarios, adaptable to market changes,
proficient in solving complex issues, and capable of thinking holistically in their procurement
decision-making. This finding is in line with results from a previous study on the role of
functional competence in green purchasing (Bonn et al, 2021). The sustainability of the
procurement function is therefore the direct result of individual competencies, WTP, and
institutional pressures.

Our study finds that ethical organizational culture does not influence WTP directly but
influences WTP via individual values of procurement managers. Put differently, individual
values fully and significantly mediate the relationship between ethical organizational culture
and WTP. This finding is noteworthy. An ethical organizational culture, by itself, does not
influence WTP for sustainability, it influences WTP only if managers are environmentally
conscious, responsible, and morally inclined, with a strong sense of self-identity tied to
sustainability and environmental issues. The data thus suggest that ethical organizational
culture should be seen as a factor that has to influence individuals — their moral inclinations,
self-identities, and environmental consciousness — so as to influence WTP. There is no
shortcut — there is no direct effect on individual WTP. There is, however, a direct effect of
ethical organizational culture on organizational performance. This is unsurprising and
confirms a very substantial body of prior research highlighting the importance of ethics as an
enabler of superior organizational performance (Chun et al, 2013; Shin et al, 2015).

Some control variables influence WTP and sustainable procurement. We find, as
expected, a negative and significant correlation between age and WTP: younger procurement
managers have a higher WTP for sustainability than older procurement managers, a finding
that mirrors previous studies, albeit studies conducted with individual consumers (Diaz-
Rainey and Ashton, 2011; Gerpott and Mahmudova, 2010). Analogously, we find a negative
and significant correlation between age and sustainable procurement. We further notice a
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[JOPM positive and significant correlation between annual revenue and sustainable procurement
4413 Which impligs that larger companies are more likely to engage in sustainable procurement.
’ This is, again, as expected.
Finally, and more importantly, our study shows the positive consequences of WTP on the
sustainability of the procurement function. In other words, there is no trade-off between
sustainability and performance: paying a price premium for sustainable products or services
29 improves environmental, financial, and operational performance. This finding is in line with a

recent meta-analysis examining the relationship between green supply chain practices and
performance consequences (Yadav et al., 2023). Scholars have been calling to examine causal
relationships between established constructs across the research areas (Wiklund and
Shepherd, 2011). Previous studies show that supplier selection (Roehrich et al, 2017),
environmental scanning (Yu ef al., 2019), and advanced practices promoting transparency,
innovation, and broad stakeholder involvement (Croom et al, 2018) are all positively
associated with improved sustainability of the procurement function. Our study sheds light
on traits at the individual level that can be cultivated in order to improve the sustainability of
the procurement function. Overall, our study manifests that improving WTP at the individual
level improves performance not just at the functional level but also at the organizational level
(see Figure 2).

6. Conclusion

6.1 Main insights and implications for theory

This study of 372 procurement and supply chain managers from across the globe identifies
antecedents and consequences of WTP for sustainability in B2B. We find two direct and one
indirect antecedent: individual values and institutional pressures directly influence WTP for
sustainability and ethical organizational culture indirectly influences WTP via individual
values. WTP for sustainability improves the sustainability of procurement which, in turn,
improves organizational performance. Additionally, we find that individual competencies play

Individual
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Ethical
organizational
culture
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0.052 " |
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a significant role in promoting sustainable procurement, but they do not directly influence  Procurement
WTP. Moreover, institutional pressures, apart from their impact on WTP, also contribute to managers’
sustainable procurement. These antecedents are therefore the key levers that senior 1

: : © e ; ‘ willingness to
production and operations managers should activate in order to improve functional and

organizational performance. Taken together, these findings indicate that a multi-level pay
framework is indeed useful to analyze sustainability in the context of operations management.
This study makes the following three substantiative contributions to theory. First, we 23

highlight that in contexts designed to ensure rational choice — B2B procurement —
professionals exhibit a significant WTP for sustainability. We advance our understanding
beyond individual consumers where the effects that prior studies find (Nelson ef al., 2021)
could be nothing more than another indicator of less-than-rational choice. Put differently,
WTP for sustainability is significantly positive among B2B procurement managers — across
studies the incremental price premium is about 15% — which indicates that sustainability is a
relevant, as opposed to a fuzzy, differentiator in B2B. Procurement managers are willing to
honor differentiation via sustainability of their suppliers and this, we think, is a very
encouraging finding in the context of the monumental investments required to mitigate the
effect of climate change (Pisani-Ferry and Mahfouz, 2023). Theoretically, this indicates that
WTP for sustainability in B2B is unlikely to be driven by the “warm glow” effect that has been
extensively documented in consumer markets (Andrews et al.,, 2014; Habel et al., 2016). In B2B,
WTP for sustainability is driven by contextual, organizational, and individual factors — and
the profit motive.

Our second contribution to theory, in fact, sheds light on these factors leading to WTP for
sustainability and to sustainable procurement. Individual values, not competencies, influence
WTP, whereas the context — institutional pressure — significantly influences both WTP and
sustainable procurement; an ethical culture influences neither WTP nor sustainable
procurement but influences WTP via a mediation effect through individual values. Individual
competencies, finally, are very important to implementing sustainable procurement: We thus
complement extant studies examining individual competencies for successful operations
management (Schulze and Bals, 2020; Stek and Schiele, 2021) and shed further light on
antecedents of sustainability (de Menezes et al, 2022). The finding that individual values
affect sustainable procurement via WTP supports extant research on subjective norms
leading to green innovation and sustainability (Shou ef al, 2023; Zhang et al., 2023). Third,
WTP for sustainability and sustainable procurement contributes to an improved
performance of the company. There is no trade-off between profits and the planet:
sustainability improves performance (Yadav et al., 2023). We thus contribute to the nascent
research examining the consequences of WTP in B2B (Sharma, 2020). In conclusion, our
findings lend support to the statement that the distinction between supply chain
management and sustainable supply chain management will disappear (Pagell and
Shevchenko, 2014): sustainability is and will be an integral part of all research in
operations management, supply chain, and marketing.

6.2 Implications for practice

This study has important implications for production and operations management practice.
Our study documents that procurement professionals exhibit a significant WTP for offers that
are differentiated by being sustainable. We already know that B2C customers exhibit a
significant WTP for sustainability (Morone et al, 2021); that B2B customers do as well is an
important finding: Suppliers that differentiate their offers on sustainability criteria will find
B2B customers that are willing to pay a price premium. Our study documents that the
institutional context (e.g., customer demands, industry norms, and regulations, etc.) influences
WTP. It is eminently clear that contextual pressure is bound to increase in the future. Deloitte,
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[JOPM a consulting company, reports that ESG-mandated assets (i.e., assets that are selected for

4413 investment based on considerations that include sustainability) account for half of all

’ professionally managed assets today, with a rapidly increasing upward trend (Taylor and

Collins, 2022). Our study manifests that individual values (but not individual competencies)

shape WTP for sustainability in B2B. Top management should hire and develop operations

managers with respect to their values — their environmental consciousness, their moral

24 inclinations, and their sense of self-identity tied to environmental issues — in order to influence

WTP for sustainability. Top management thus has an educational role vis-a-vis managers

with respect to sustainability. The data in our study also document that ethical organizational

culture does not affect WTP unless individual values are strongly developed as well. This

finding thus confirms the important role that the psychological structures of individuals play
in sustainable supply chains (Silvestre et al., 2023).

6.3 Limitations and future research
Our study, despite its merits, has some limitations. Given the nature of operations and supply
chain management research, relying on a single respondent or key informant is often the most
practical choice (Montabon et al, 2018). It is worth noting that panel data, particularly
recommended for sensitive topics such as “ethical or moral behavior”  is suitable for our study
but it inherently precludes the collection of multiple responses per company or objective data
on the endogenous construct (Porter ef al, 2019, p. 326). We took great care to address the
potential single-respondent bias via procedural and statistical remedies. However, single-
respondent bias and social desirability bias cannot be completely ruled out. Future studies
could fruitfully collect multiple responses per company and assess the consequences of WTP
by a longitudinal, as opposed to our cross-sectional, research design. Our WTP measure is
hypothetical. A meta-analytic study (Schmidt and Bijmolt, 2020) and two experiments in our
study indicate that hypothetical WTP measures have high external validity, yet future
studies could use a real WTP measure, such as auction data, as a key research variable.
Future research could examine possible unexpected consequences of implementing
sustainable business practices and the role of learning processes (Sauer et al., 2022), especially
the role of learning by B2B procurement managers, as a variable influencing WTP for
sustainability. B2B procurement managers’ WTP for sustainability could be influenced, in
addition to variables examined in our study, by the activities of their own suppliers (Peng
et al., 2022). How suppliers can influence WTP for the sustainability of their customers is thus
a very promising topic of future research. Finally, networks and relationships between
suppliers, customers, and other actors are defining features of B2B marketing. Future
research thus could fruitfully examine how B2B networks contribute to the diffusion of
sustainable business practices (Adhi Santharm and Ramanathan, 2022) and could thus drive
B2B procurement managers’ WTP for sustainability.
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Procurement

No. of managers’
segments Segment]l Segment2 Segment3 Segment4 Segment5 Segment6 Segment 7 Willingness to
2 0506 0494 pay
3 0.490 0.432 0.078

4 0.459 0.315 0.172 0.054

5 0.401 0.260 0.207 0.078 0.054 33
6 0.257 0.212 0.211 0.199 0.069 0.052

7 0.302 0.253 0.158 0.120 0.086 0.052 0.028 Table A2.

Source(s): Authors’ own creation

Relative segment sizes
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