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A B S T R A C T

There has been an intense debate on when stakeholder pressures are effective in driving firms to contribute to
sustainable development. Drawing upon institutional theory and slack resources theory, we theorize that country-
level sustainability performance interacts with slack resources in shaping corporate responsiveness to stakeholder
pressures. Empirical results based on the data from 6th International Manufacturing Strategy Survey and sec-
ondary data of the Human Development Index and the Environmental Performance Index support our hypotheses.
As hypothesized, in countries with low level sustainability performance, firms with considerable slack resources
are more responsive to stakeholder pressures than their peers with limited slack resources. In contrast, in
countries with high levels of sustainability performance, there are no significant differences between firms with
and without considerable slack resources in their responsiveness to stakeholder pressures. This study contributes
to a better understanding of organizational responses to stakeholder pressures. Moreover, it suggests that
stakeholders, depending on country-level sustainability performance, should adopt different strategies to stimu-
late firms to participate in sustainable development.
1. Introduction

Environmental activists, NGOs, employees, and consumers are all
stakeholders that urge firms to contribute to sustainable development
(Crilly et al., 2012; Jiang, 2009; Linton et al., 2007). While some firms do
not respond to these pressures and do not change their business practices,
others do respond positively, for instance, by adopting novel environ-
mental practices and participating in a range of social initiatives
(Christmann, 2004; Sarkis et al., 2010; Wu and Pagell, 2011). As such, a
core issue in the literature has been to understand when stakeholder
pressures are effective in driving firms to become more sustainable
(Crilly et al., 2012; Lee, 2011; Dubey et al., 2016, 2017).

Slack resources theory (Waddock and Graves, 1997) has been the
primary theoretical grounding for investigating corporate responses to
stakeholder pressures. This theory suggests that firms with considerable
financial, managerial, and/or technical resources are more responsive to
stakeholder pressures than their peers with limited slack resources.
Although there is empirical support for this view (Perez-Batres et al.,
2012; Seifert et al., 2004), several recent studies (Julian and
Ofori-Dankwa, 2013; Xu et al., 2015; Chang et al., 2017) challenge the
universal effectiveness of slack resources in contributing to corporate
ang@ucas.ac.cn (Q. Wang), d.p.v
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social responsiveness. For instance, Julian and Ofori-Dankwa (2013) did
not identify a positive relationship between financial resource avail-
ability and corporate social responsibility expenditure. These inconsis-
tent findings indicate that it is premature to claim the universal validity
of slack resources theory and it is necessary to specify a boundary con-
dition of this theory, so as to more accurately understand when stake-
holder pressures can be effective in compelling firms to contribute to
sustainable development.

The literature on firm-society interactions (Lee, 2011; Dubey et al.,
2016, 2017; Kanashiro and Rivera, 2017; Rivoli and Waddock, 2011) has
pointed out that corporate social behaviors can be influenced by formal
institutions (constitutions, laws, and regulations) as well as informal
institutions (norms, values, and shared beliefs). Meanwhile, corporate
social behaviors are also subject to the influence of stakeholder groups
such as shareholders, employees, non-governmental organizations, and
customers. More specifically, Lee (2011) had clearly differentiated be-
tween the roles of stakeholders and institutions in shaping corporate
social behaviors: “While institutions affect firms' social behavior by
shaping the macro-level incentive structure and sources of legitimacy,
firms' stakeholders can amplify or buffer the institutional forces by acting
as mediators. The two dimensions are interdependent in that
an.donk@rug.nl (D.P. van Donk), j.t.van.der.vaart@rug.nl (T. van der Vaart).
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stakeholders draw legitimacy and power from institutions, and in-
stitutions are often actualized through stakeholder mechanisms” (p.
281). Several scholars (Campbell, 2007; Matten and Moon, 2008; Doh
and Guay, 2006) have developed a consistent set of arguments suggesting
that firms in developing and developed countries are very likely to
allocate their resources to sustainability issues in different ways, due to
the substantial institutional differences between the countries. However,
the literature still lacks empirical studies that systematically examine the
extent to which national institutional contexts and slack resources jointly
shape corporate responses to stakeholder pressures. In this study, we
draw upon institutional theory to specify a boundary condition of slack
resources theory and explore the following research question:

“How do national institutional context and slack resources jointly shape
corporate responses to stakeholder pressures?”

In this paper, we build on studies on institutional difference hypothesis
(Rivoli and Waddock, 2011; Dubey et al., 2016, 2017; Kanashiro and
Rivera, 2017; Ferri and Ferri, 2017) to posit that the extent to which slack
resources contribute to corporate social responsiveness can be profoundly
influenced by country-level sustainability performance, a measure of the
extent to which the tenets, principles and practices of sustainability are
institutionalized in a country (Campbell, 2007; Moon, 2014). Specifically,
Rivoli and Waddock (2011) argued that the legitimacy of stakeholders'
sustainability requests varies with the institutionalization of sustainability.
When stakeholders' sustainability requests, e.g., to reduce polluting emis-
sions, have gained sufficient legitimacy from the formal institutions
(constitutions, laws, and regulations) and/or informal institutions (norms,
values, and shared beliefs) in the socioeconomic context, firms that ignore
these requests face the risk of losing their organizational legitimacy and
exposing themselves to stakeholder criticism and even coercive sanctions
(Lee, 2011; Glover et al., 2014). Therefore, as sustainability becomes
institutionalized in a country, sustainability will be given greater priority
within the trade-offs that firms have to make among their multiple ob-
jectives. Institutionalizing sustainability may not substantially affect the
actions of firms that have considerable slack resources in response to
stakeholders' sustainability requests, because these firms can always afford
to invest in sustainability. In contrast, firms with limited slack resources
will feel increasingly obliged to prioritize sustainability and respond
positively to stakeholders' sustainability requests, in order to maintain
their organizational legitimacy as sustainability becomes institutionalized
within their country. Consequently, in countries where sustainability is
highly institutionalized firms with and without considerable slack re-
sources will respond similarly to stakeholders' sustainability-related re-
quests. This forms the focal hypothesis of this study.

We tested this hypothesis in a large-scale empirical setting by drawing
on the data from the 6th International Manufacturing Strategy Survey
(IMSS VI). We supplemented survey data with secondary data from the
Human Development Index and the Environmental Performance Index.
Hierarchical linear modelling was applied to test our hypotheses, because
of the hierarchical structure of the data. As hypothesized, in countries
with low levels of sustainability performance such as China and India,
firms with considerable slack resources are more responsive to stake-
holder pressures than their peers with limited slack resources. In
contrast, in countries with high levels of sustainability performance such
as Switzerland and Germany, there are no significant differences between
firms with and without considerable slack resources in their respon-
siveness to stakeholder pressures.

Conventional wisdom as reported in the literature suggests that firms
with considerable slack resources will be more responsive towards
stakeholder pressures than their peers with limited slack resources. Our
study challenges this conventional wisdom through developing theoret-
ical arguments and combining three sources of data to empirically test
our hypotheses. As such, the main contribution of this paper is to have
identified a boundary condition of slack resources theory, which has
been the primary theoretical grounding for understanding corporate
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responses to stakeholder pressures. Moreover, this study lends empirical
support to the institutional difference hypothesis, which proposes that
institutional differences between countries can affect the nature, gener-
ation and consequences of corporate sustainability management.

The rest of this paper is organized as follows. The next section in-
troduces the main concepts used in this study, including stakeholder
pressures, slack resources, country-level sustainability performance, and
corporate sustainability management, and then develops three hypoth-
eses. The characteristics of the datasets and the details of the statistical
methods applied are introduced in the third section. The fourth section
reports the results of hypothesis testing and simple slope analysis. The
fifth section discusses the theoretical and practical implications of the
findings, and the sixth final section summarizes this study, points outs the
limitations of this study, and suggests several research avenues that are
worthy of further exploration.

2. Theoretical foundations and hypotheses

This section consists of three subsections. The first introduces stake-
holder pressures and explains why these pressures can drive firms to put
effort into corporate sustainability management. The second subsection
introduces the slack resources theory and discusses how slack resources
may enable firms to respond positively to stakeholder pressures. The
third subsection introduces country-level sustainability performance and
discusses how this contextual factor can profoundly affect the way firms
allocate slack resources to sustainability issues.

2.1. Stakeholder pressures and corporate sustainability management

Firms are embedded in a nexus of relationships with internal and
external stakeholders, which can be defined as “any group or individual
who can affect or is affected by the achievement of the organization's
objectives” (Jones, 1995). Firms rely on their stakeholders, such as cus-
tomers, suppliers, employees, and local communities, for crucial re-
sources, competitive advantage and their very survival (Donaldson and
Preston, 1995; Clarkson, 1995). Conversely, stakeholders can, by draw-
ing on their power and legitimacy, exert pressures on firms in pursuance
of their own and/or societal interests (Lee, 2011; Mitchell et al., 1997).
Firms need to respond to and address stakeholders' legitimate requests to
ensure the enduring support of these stakeholders. Stakeholders have
varying levels of power over firms, and the legitimacy of stakeholder
requests varies depending on specific issues and contexts (Mitchell et al.,
1997; Rivoli and Waddock, 2011; Power et al., 2015).

In the specific context of corporate sustainability, stakeholders can
make a wide range of requests to firms (Kassinis and Vafeas, 2006; Dubey
et al., 2015; Wilhelm et al., 2016b; Kannan, 2018; Khor et al., 2016; Seles
et al., 2016). Employees ask for equality of treatment, transparency in
compensation and career policies, flexible job designs to sustain a healthy
work-life balance, and healthy and safe working conditions (Perrini et al.,
2011). There are increasing demands from consumers for environmen-
tally friendly products/processes and for socially responsible business
practices. Local communities can demand firms to improve their pro-
duction processes to decrease energy and resource consumption, waste,
and pollution emissions. Government labor and environmental agencies
push firms to comply with and even go beyond the laws on environ-
mental integrity and social equity. Beyond these primary stakeholders
who can exert direct pressures on firms, secondary stakeholders such as
NGOs and environmental/social activists can push firms to participate in
diverse social and environmental initiatives that are not directly related
to the firms' production activities and can also lend support to primary
stakeholders' requests (Darnall et al., 2010; Gonz�alez-Benito and
Gonz�alez-Benito, 2006). We posit that, in general, stakeholder pressures
can drive firms to engage in sustainable development (Perez-Batres et al.,
2012). This posited relationship forms the baseline hypothesis of this
study, one that has been empirically supported in previous studies
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(Sharma and Henriques, 2005; Gonz�alez-Benito and Gonz�alez-Benito,
2006; Sarkis et al., 2010; Perez-Batres et al., 2012).

H1. There is a positive relationship between stakeholder pressures and
corporate sustainability management.

2.2. Slack resources theory

Slack resources amount to the financial, managerial, and technical re-
sources that a firm can use in a discretionary manner (Bourgeois, 1981;
Dimick and Murray, 1978). The availability of slack resources indicates a
cushion of resources that can be used to solve organizational problems
and/or facilitate the pursuit of innovative goals (Bourgeois, 1981; Nohria
and Gulati, 1996). Firms can accumulate slack resources in the forms of
financial resources, of experienced managerial and technical staff, and of
advanced technologies. High levels of profitability are generally regarded
as an important indicator of slack resources. The presence of slack re-
sources allows a firm to act and compete more boldly and confidently
(Nohria and Gulati, 1996; Bourgeois, 1981; Chang et al., 2017). When
considerable resources are accumulated, firms can afford to experiment
with new strategies, for example, by adopting new management practices,
introducing new products, and entering new markets. In short, firms with
ample slack resources have less need to make painful trade-offs than those
that have to pursue multiple objectives with rather limited slack resources.

In the specific context of corporate sustainability, several scholars
(Waddock and Graves, 1997; Daniel et al., 2004) have developed a
consistent set of theoretical arguments that the presence of slack re-
sources can facilitate a firm's participation in sustainable development.
First, slack resources can free senior managers from short-term man-
agement issues (Nohria and Gulati, 1996). In firms with very limited
slack resources, senior managers are quite likely to focus on short-term
performance issues such as improving efficiency and maximizing utili-
zation, rather than long-term issues that may entail substantial uncer-
tainty. As firms accumulate slack resources, senior managers' attention
will gradually shift to issues with long-term implications (Peng et al.,
2010), such as improving corporate sustainability performance. Second,
firms with sufficient slack resources can afford to make substantive rather
than symbolic efforts to improve their social and environmental perfor-
mance (Perez-Batres et al., 2012). For example, firms may be able to
purchase expensive equipment and develop new technologies to reduce
energy consumption, pollution, and/or waste. In general, there can be
substantial uncertainty and risk attached to such investments, but the
presence of significant slack resources can help firms to cope with the
ebbs and flows in adopting novel practices (Nohria and Gulati, 1996). To
summarize, when faced with similar stakeholder pressures, firms with
considerable slack resources are likely to act more responsively to
stakeholders' sustainability requests than their peers with limited slack
resources, because the latter will have to make trade-offs between sus-
tainability and other issues (Waddock and Graves, 1997).

H2. The level of slack resources positively moderates the relationship be-
tween stakeholder pressures and corporate sustainability management.

2.3. Country-level sustainability performance

Although the underlying logic of the slack resources theory is quite
intuitive and widely accepted, empirical studies that have tested this
theory have produced inconsistent results. On the one hand, several
studies have found support for the posited relationship that firms with
more slack resources are more active and responsive in improving social
and environmental performance (Seifert et al., 2004; Perez-Batres et al.,
2012). On the other hand, recent studies (Bansal, 2005; Julian and
Ofori-Dankwa, 2013; Xu et al., 2015) did not find support for this theory.
Julian and Ofori-Dankwa (2013) argued that whether, and how, firms
allocate their resources to addressing social and environmental issues can
be affected by the significant institutional differences between devel-
oping and developed countries. Following this line of reasoning, this
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study explores how country-level sustainability performance, a specific
institutional factor, can be used to “contextualize” slack resources theory.

Country-level sustainability performance reflects how well social is-
sues (e.g., alleviation of poverty, education promotion, protecting human
rights, and improving living standards) and environmental issues (e.g.,
resource conservation, pollution abatement, and eco-efficiency) have
been addressed in a country (B€ohringer and Jochem, 2007; Siche et al.,
2008). In general, improving the overall sustainability performance of a
country requires the enforcement of laws on social equity and environ-
mental integrity, the adoption of socially responsible and environmen-
tally friendly practices by firms, and the diffusion and internalization of
sustainability tenets, principles, and behaviors among the general public
(Campbell, 2006; Aguilera et al., 2007). In other words, improving
country-level sustainability performance entails the development of
formal institutions (laws, regulations, and policies) and informal in-
stitutions (norms, values, and shared beliefs) that are consistent with and
supportive of sustainable development (Young, 2002; Ioannou and
Serafeim, 2012; Young et al., 2008; Vatn, 2009).

Institutional theory suggests that the development of formal and
informal institutions that support sustainability will legitimize stake-
holders' sustainability requests (Campbell, 2006, 2007; Lee, 2011; Rivoli
and Waddock, 2011; Ferri and Ferri, 2017; Kanashiro and Rivera, 2017).
Stakeholders can draw on the dominant institutions in their socioeco-
nomic contexts to justify and strengthen their claims. For example, since
China began to implement its revised labor law in 2008, increasing
numbers of factory workers in this country are drawing upon this law to
justify their requests for reduced compulsory overtime, improved salaries
and welfare, among other requests (Ngai and Chan, 2012). In addition to
formal institutions such as laws, regulations, and policies, informal
institutions in the form of norms, values, and shared beliefs can
also legitimize and strengthen stakeholders' sustainability requests
(Campbell, 2007; Lee, 2011; Rivoli and Waddock, 2011). For instance,
Lee (2011) described how the development of the norm of corporate
philanthropy in the United States of America fundamentally reshaped the
interactions between firms and their stakeholders regarding corporate
charitable donations.

When stakeholders' requests for improving social/environmental
performance have gained sufficient legitimacy from the national insti-
tutional environment, firms will have very limited discretion in deciding
if and how to respond to their requests (Mitchell et al., 1997). For
example, in countries where environmental protection is institutional-
ized and widely recognized, firms that ignore stakeholders' environ-
mental requests face substantial risk of losing their organizational
legitimacy and exposing themselves to criticism from local communities
and environmental activists, and even direct sanctions from the gov-
ernment (Lee, 2011; Dimaggio and Powell, 1983; Meyer and Rowan,
1977). In contrast, in countries that have weak formal and informal in-
stitutions in environmental protection, firms can have substantial
discretion in deciding if and how to respond to stakeholders' requests to
reduce energy/resource consumption and waste/pollution emissions
(Silvestre, 2015; Wilhelm et al., 2016a).

As sustainability becomes institutionalized within a country, sustain-
ability issues will gain increased priority when firms decide on where to
allocate their slack resources. As a result, even firms with limited slack re-
sources will have to allocate resources to sustainability issues to retain their
legitimacy, even thoughthismight involvepainful trade-offs.Consequently,
as the overall sustainability performance of a country improves, the differ-
ences in the responses of firms with and without considerable slack re-
sources to stakeholders' sustainability requests will decrease.

To summarize, we posit that the contribution that slack resources
make to corporate responsiveness to stakeholder pressures will be
contingent on country-level sustainability performance. As firms
in countries with low levels of sustainability performance have consid-
erable discretion in sustainability management, firms with sufficient
slack resources are very likely to be more responsive to stakeholder
pressures than firms that lack slack resources. In contrast, in countries



Fig. 1. Conceptual model.

C. Xiao et al. International Journal of Production Economics 199 (2018) 138–149
that have high levels of sustainability performance, slack resources will
have limited impact on the relationship between stakeholder pressures
and corporate sustainability management, because even firms with
limited slack resources will need to respond positively to stakeholders'
sustainability requests to retain their legitimacy.

H3. Slack resources will only positively moderate the relationship between
stakeholder pressures and corporate sustainability management in countries
with low levels of sustainability performance.

The hypothesized relationships linking stakeholder pressures,
corporate sustainability management, slack resources, and country-level
sustainability performance are illustrated in Fig. 1.

3. Methods

3.1. Sample and data

This study used three different sources of data to test the hypotheses.
The sample used in this study comes from the 6th International
Manufacturing Strategy Survey. The IMSS is a research initiative carried
out by a global network of researchers. It studies manufacturing strategies
within discrete manufacturing industries (i.e., SIC codes from 25 to 30)
through a detailed questionnaire administered simultaneously by local
research groups in 22 developed and developing countries. The original
questionnaire was developed in English. In countries where English is not
widely used the questionnaire was translated into local languages to
facilitate data collection. IMSS VI was conducted in 2013 and 2014, and it
collected 931 valid responses from 22 countries (See Appendix A for an
overview of the countries and number of cases from each country). These
countries differ substantially from each other in terms of their economic,
social, and institutional development. Further, the developed countries
such as Germany and the Netherlands show relatively good social and
environmental performance (Schultz and Wehmeier, 2010), while devel-
oping countries such as China (Yin and Zhang, 2012) and India (Chapple
and Moon, 2005) are struggling with many social and environmental
problems. As such, IMSS VI provides us with a cross-country setting
characterized by considerable differences in country-level sustainability
performance (Appendix A provides an overview of the social and envi-
ronmental performance of these 22 countries), and it constitutes an
appropriate empirical setting for testing our hypotheses. We com-
plemented this primary data with secondary data of HDI (Human Devel-
opment Index) and EPI (Environmental Performance Index).

3.2. Measurements

3.2.1. Stakeholder pressures
We measured stakeholder pressures using two widely used items

(Kassinis and Vafeas, 2006; Perez-Batres et al., 2012): environmental
pressure (stakeholders call for environmentally friendly products and
processes) and social pressure (stakeholders pay attention to companies'
commitment to ethical issues, respect of human rights, and labor con-
ditions). Together, these items capture major sustainability issues faced
by manufacturers in industrialized and developing countries. Both items
were measured with five-point Likert scales: 1 representing “very weak”
and 5 representing “very strong”. An exploratory factor analysis
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indicated that these two items load on to a common underlying factor
(see Appendix B). The calculated Cronbach's Alpha of these two items is
0.702, indicating modest scale reliability for stakeholder pressures
(Lance et al., 2006). Two facts may account for the modest score. First,
Cronbach's Alpha assumes that all items measure the same underlying
construct and that all items are equally strongly correlated with the un-
derlying construct. Our measurement model does not neatly meet these
assumptions: the two items reflect the environmental and social aspects
of sustainability respectively, and firms do not necessarily always expe-
rience comparable levels of social and environmental pressures. Second,
Cronbach's Alpha always, sometimes even substantially, underestimates
the true reliability of two-item scales (Eisinga et al., 2013).

3.2.2. Corporate sustainability management
Corporate sustainability management consists of environmental and

social dimensions. IMSS VI includes ten well-established items related to
sustainable operations and supply chain practices (Zhu and Sarkis, 2004;
Zhu et al., 2008; Sarkis et al., 2010; Hassini et al., 2012; Crifo et al., 2016)
which we combined to measure a firm's efforts to improve its social and
environmental impact: 1) environmental certification (e.g., EMAS or ISO
14001), 2) social certification (e.g., SA8000 or OHSAS, 18000), 3) formal
sustainability-oriented communication, training programs and involvement, 4)
energy and water consumption reduction programs, 5) pollution emission
reduction and waste recycling programs, 6) formal occupational health and
safety management system, 7) work/life balance policies, 8) suppliers' sus-
tainability performance assessment through formal evaluation, monitoring and
auditing using established guidelines and procedures, 9) training/education in
sustainability issues for suppliers' personnel, and 10) joint efforts with sup-
pliers to improve their sustainability performance. These items provide a
comprehensive account of firms' efforts to contribute to sustainable
development. Respondents were asked to evaluate the firms' efforts made
in respect of these ten aspects in the past three years using five-point
Likert scales with 1 representing “none” and 5 representing “high”. An
exploratory factor analysis indicated that these ten items load on to a
single underlying factor (see Appendix B). The Cronbach's Alpha was
0.919, indicating very good internal consistency of this scale.

3.2.3. Slack resources
Researchers have used various financial indicators, such as current

ratio, quick ratio, and return-on-assets to measure slack resources (Daniel
et al., 2004). Of these, return-on-sales (ROS) has often been used to
measure slack resources in earlier studies on corporate sustainability
(Julian and Ofori-Dankwa, 2013; Adams and Hardwick, 1998), because it
is a tangible indicator of the availability of financial resources that can
fund social and environmental initiatives. Therefore, in this study, we
used ROS to operationalize and measure a firm's slack resources.

Respondents were asked to report their firm's ROS (defined as Earn-
ings before interest and taxes/Total sales) using a five-point scale, with 1
representing “< 0%”, 2 representing “0–5%”, 3 representing “5–10%”, 4
representing “10–20%”, and 5 representing “> 20%”. Most of the re-
spondents in this survey are directors of operations or manufacturing
having worked many years at the company at the time of the survey
(Table 1: 72% longer than 5 years), and therefore they should have a
clear idea of their firm's information, including profitability. In general,
using single-item metrics is considered acceptable when the measure is



Table 1
Number of years (by the time of the survey).

1–5
years

6–10
years

11–15
years

16–20
years

>20
years

Missing

Number of
cases

254 186 145 112 197 37

Table 2
Lindell and Whitney's test of common method bias.

1. 2. 3.

1. Bargaining power of customers 1 ─ 0.020 0.162**
2. Corporate sustainability management ─ 0.020 1 0.359**
3. Stakeholder pressures 0.162** 0.359** 1
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clear and directly interpretable by respondents (Bergkvist and Rossiter,
2007; Power et al., 2015). As such, this item can be regarded as a good
indicator of slack resources.

3.2.4. Country-level sustainability performance (CLSP)
We could find about 20 country-level indexes for measuring sus-

tainability performance (http://www.ssfindex.com/indexes/). Based on
a thorough understanding and comparison of these indexes, we believe
Human Development Index (HDI) and Environmental Performance Index
(EPI) are indeed the best indicators for the purpose of this study, because
these two indicators have a clear focus on social and environmental
performance respectively, which differentiate them from the other sus-
tainability indexes. They have also gained wide recognition for their
validity and reliability of measuring country-level sustainability perfor-
mance (Neumayer, 2001). More specifically, the HDI captures a country's
overall performance on three important social issues: per capita income –
as a proxy for living quality, life expectancy at birth – as a proxy for
health achievement, and adult literacy together with educational enrol-
ment – as a proxy for educational attainment (Neumayer, 2001). As such,
according to Sagar and Najam (1998) and B€ohringer and Jochem (2007),
the HDI can be seen as reflecting the overall social sustainability per-
formance of a country. Similarly, the EPI ranks how well countries
perform on environmental issues in two high-priority areas: protection of
human health from environmental harm (including health impacts, air
quality, and water and sanitation) and protection of ecosystems
(including water resources, agriculture, forests, fisheries, biodiversity
and habitat, and climate and energy). The EPI can be interpreted as
reflecting the overall environmental sustainability of a country. As sus-
tainability covers both social and environmental issues, we combined the
HDI and the EPI to reflect a country's overall sustainability performance.

As the IMSS VI was administered between 2013 and 2014, we
referred to HDI 2013 and EPI 2014 which fit with the period of data
collection (See Appendix A for detailed information about HDI, 2013 and
EPI, 2014). The HDI is measured on a scale which ranges from 0 to 1,
while the EPI is measured on a scale that ranges from 0 to 100. We
rescaled the EPI values to range from 0 to 1 and then added the scores for
the two indexes to reflect a country's overall sustainability performance.

3.2.5. Control variables
We included firm size as a control variable because it has been found

to influence corporate responsiveness to stakeholder pressures (Darnall
et al., 2010). In our study, firm size is measured as the number of em-
ployees, and we used the logarithm of this variable to reduce its skew-
ness. Moreover, we controlled for the effects of two environmental
variables, i.e., market dynamics and technological change, which can
influence firms' investments on sustainability. First, markets are
becoming increasingly dynamic. Dynamic changes in the market can
shape firms' decision-making over sustainable development (Rivoli and
Waddock, 2011). Firms in growing markets may well be willing to
improve social and environmental performance, whereas firms in
declining markets are very likely less proactive in improving sustain-
ability. We thus decide to include market dynamics as a control variable
for this study. IMSS VI measured market dynamics in a five-point scale,
with 1 representing “market size is declining rapidly”, and 5 representing
“market size is growing rapidly”. Second, technological change in the
industry can facilitate manufacturers to upgrade their equipment and
redesign their products and processes to become more environmentally
friendly (Pagell and Shevchenko, 2014). We thus include the rate of
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technological change as an additional control variable for this study.
IMSS VI measured the rate of technological change with a five-point
scale, with 1 representing “very low” and 5 representing “very high”.

3.3. Common method bias

Common method bias is an imminent threat to the validity of survey
studies having used single respondents (Podsakoff et al., 2003; Guide and
Ketokivi, 2015). In this study, we followed the suggestions of Guide and
Ketokivi (2015) and complemented the survey data with two additional
sources of data to circumvent this issue: IMSS VI relies upon respondents'
subjective evaluations, while HDI and EPI are composite indexes of
multiple objective criteria. As such, the risk of common method bias
should be low in the whole model.

However, it is likely that common method bias may confound the
relationship between stakeholder pressures and corporate sustainability
management, both of which are perceptual measures from the same re-
spondents. Fortunately, IMSS VI has implemented two ex-ante strategies
to reduce the likelihood of common method bias. First, the IMSS VI
questionnaire has multiple scales and randomization of scales would
have made it difficult for respondents to link questions in different parts
of the questionnaire. Specifically, the items measuring stakeholder pres-
sures and corporate sustainability management are in different sections of
the questionnaire, which can substantially reduce the likelihood that
respondents make connections between questions (Podsakoff et al.,
2003). Second, respondents were assured of absolute anonymity of the
study, which could reduce the respondents' tendency of giving socially
desirable answers. Besides the two ex-ante strategies at place, we evalu-
ated the possibility of common method bias in this study using an
additional ex-post strategy, Harman's single-factor test. The explanatory
factor analysis found that the 15 items measured in IMSS VI loaded on
three factors, which accounted for 60% of the total variance, while the
largest factor accounted for less than half of the total (38%). Although
these results do not totally preclude the possibility of common method
bias, they do suggest that common method bias is unlikely to seriously
confound the relationships identified among the variables in this study.

Moreover, we followed Lindell and Whitney (2001) to test to what
extent common method bias may have conflated the relationship be-
tween stakeholder pressures and corporate sustainability management. We
chose bargaining power of customers as the theoretically unrelated scale,
the marker variable, and tested its correlations with stakeholder pressures
and corporate sustainability management, the substantive variables of this
study. Lindell andWhitney (2001) suggested that the smallest correlation
among the manifest variables can provide a reasonable proxy of common
method bias. As Table 2 shows, the correlation between bargaining power
of customers and corporate sustainability management is very low, strongly
suggesting that common method bias is not an issue for our model.

3.4. Endogeneity

Two causes, omitted variables and simultaneity, may contribute to the
endogeneity of stakeholder pressures (Roberts and Whited, 2012; Anto-
nakis et al., 2010), the focal independent variable of this study. First, the
drivers to corporate sustainability management are manifold (Bansal and
Roth, 2000; Basu and Palazzo, 2008). In our model, we control for the
effect of firm size, market dynamics, and technological change, but we
could not control for the effect of other drivers such as the ethical motives
of topmanagement teams (Bansal and Roth, 2000). At first sight, one could

http://www.ssfindex.com/indexes/
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expect that omitting the effect of ethical motives may cause endogeneity,
as managers with strong commitment towards sustainability can be more
cognizant of stakeholder pressures than the ones that are not highly
committed towards sustainability. Ethical motives may thus influence the
perception of stakeholder pressures. However, at the same time one would
not expect a strong link between stakeholder pressures and ethical motives.
As ethical managers can be more cognizant of the stakeholder pressures in
the business environment, there is a risk of endogeneity in our model we
cannot rule out completely.

Second, while we have developed plausible arguments showing that
stakeholder pressures candrive corporate sustainabilitymanagement, one
could suspect reverse causality between these two variables. Substantial
efforts in sustainable practices will improve sustainability performance
and ultimately lower the pressures that firms experience. However, we
expect a significant time delay in the effect of efforts via sustainability
performance on pressures. That is, the effect of corporate sustainability
management on stakeholder pressures is not a direct one but is mediated
by sustainability performance, and it takes much time for this effect to
materialize. As such, the simultaneity bias in our model is not expected to
seriously confound the relationship between stakeholder pressures and
corporate sustainability management (Roberts and Whited, 2012). Based
on these analyses, we are fairly confident that endogeneity should not be
of great concern in this study, although we cannot totally preclude all the
sources that may contribute to the endogeneity of stakeholder pressures.
3.5. Data analysis

The model to be tested has constructs on two levels of aggregation,
with the dependent variable, corporate sustainability management on
the firm-level, and the predicting variables present on both the firm level
and the country level, making a hierarchical model necessary. The data
were also hierarchical in that firms are nested in countries. Therefore, we
adopted hierarchal linear modelling (HLM) (Raudenbush and Bryk,
2002). HLM is a complex form of ordinary regression analysis that can be
used to explain variances in outcome variables when the predictor var-
iables are at varying hierarchical levels. This technique accurately esti-
mates lower-level slopes and their implantation at a higher-level. HLM
simultaneously investigates relationships within and between hierar-
chical levels of grouped data, thereby making it more efficient at ac-
counting for variance among variables at different levels than other
existing analyses. Therefore, this technique fits the purpose of this study
and the nature of our data. Similar applications of HLM in
sustainability-related research can be found in Parboteeah et al. (2012).

We tested the model in four steps. First, we estimated a null model
that did not have any predictors on either level 1 (firm level) or level 2
(country level) to divide the variance of corporate sustainability man-
agement into within- and between-country components. Second, in a
level 1 analysis, we included the control variables (firm size, market
dynamics, and technological change) as predictors of corporate sustain-
ability management. In the third step, corporate sustainability manage-
ment is regressed on to firm-level predictors (stakeholder pressures, slack
resources, and the interaction term between these two variables) and a
regression line was estimated for each of the 22 countries. In the fourth
step, we regressed the slope estimates obtained from the third step on to
country-level sustainability performance to detect cross-level interaction
effects. Model specifications are provided below:

Level 1 (firm level)

Corporate sustainability managementij ¼ β0j þ β1jStakeholder pressuresij

þ β2jSlack resourcesij

þ β3jStakeholder pressuresij

� Slack resourcesij þ β4jSize

þ β5jMarket dynamics

þ β6jTechnological changeþ eij
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Level 2 (country level)

β0j ¼ γ00 þ γ01Country� level sustainability performancej þ μ0j

β1j ¼ γ10 þ γ11Country� level sustainability performancej þ μ1j

β2j ¼ γ20 þ γ21Country� level sustainability performancej þ μ2j

β3j ¼ γ30 þ γ31Country� level sustainability performancej þ μ3j

β4j ¼ γ40 þ μ4j

β5j ¼ γ50 þ μ5j

β6j ¼ γ60 þ μ6j

At each step, we calculated the deviance statistics, the difference in
the deviance statistics, and the significance of the change in the deviance.
Moreover, we computed the Akaike Information Criterion (AIC) (Akaike,
1987) for each model. These statistics are used to evaluate the
goodness-of-fit of the models.

4. Results

Table 3 summarizes the descriptive statistics and Pearson correlations
of all the variables measured at the firm level.
4.1. Hypothesis testing with HLM

4.1.1. Null model
Using HLM, we estimated a null model that did not specify any pre-

dictors on either level 1 or level 2 to test the significance of the level 2
residual variance of the intercept (τ00¼ 0.143, p< 0.001). The ICC1 was
0.160, indicating that 16.0% of the variance in corporate sustainability
management resided between countries, and 84.0% of the variance
resided within countries.

4.1.2. Model 1 (adding control variables)
We estimated a level 1 model including firm size, market dynamics,

and technological change as control variables, with no predictors speci-
fied for the level 2 function. Firm size had a significantly positive rela-
tionship (γ40¼ 0.367, p< 0.001) with corporate sustainability
management. Likewise, both market dynamics (γ50¼ 0.062, p¼ 0.067)
and technological change (γ60¼ 0.123, p¼ 0.001) are positively related
to corporate sustainability management. These three control variables
explained 16.36% of the within-country variance of corporate sustain-
ability management.

4.1.3. Model 2 (adding firm-level variables)
Hypotheses 1 and 2 predict that certain firm-level variables, i.e.

stakeholder pressures and slack resources, will be positively associated
with corporate sustainability management. In this model, we included
these variables in the level 1 function, with no predictors specified for the
level 2 function. Stakeholder pressures (γ10¼ 0.257, p< 0.001) had
significantly positive relationship with corporate sustainability man-
agement. However, the interaction term of stakeholder pressures and
slack resources had no significant relationship with corporate sustain-
ability management (γ30¼ 0.028, p¼ 0.480). Therefore, H1 was sup-
ported, whereas H2 was not. Collectively, the firm-level variables
explained 27.82% of the within-country variance of corporate sustain-
ability management.

4.1.4. Model 3 (testing cross-level interactions)
As shown in Table 4, in which estimates of the random-variance

components are included in parentheses, the interaction term of



Table 4
HLM results for corporate sustainability management.

Null model Model 1 Model 2 Model 3

Level 1
Intercept 2.802***

(0.143***)
1.237***
(0.749*)

1.648***
(0.471)

1.655***
(0.421)

Size 0.367***
(0.053***)

0.284***
(0.038*)

0.281***
(0.038*)

Market dynamics 0.062*
(0.008)

0.042
(0.013)

0.045
(0.012)

Technological
change

0.123***
(0.002)

0.084**
(0.006)

0.081**
(0.005)

Stakeholder
pressures

0.257***
(0.014)

0.255***
(0.016)

Slack resources 0.039
(0.005)

0.045
(0.007)

Stakeholder
pressures� Slack
resources

0.028
(0.013*)

0.024
(0.013*)

Level 2
Country-level
sustainability
performance
(CLSP)

─ 0.124*

Cross-level interactions
Stakeholder
pressures� CLSP

0.005

Slack
resources� CLSP

0.070**

Stakeholder
pressures� Slack
resources� CLSP

─ 0.042*

Model fit
Deviance 1984.506 1861.241 1770.581 1756.902
Deviance change 123.265*** 90.660*** 13.679**
AIC 1990.506 1891.241 1842.581 1836.902
ICC1 16.033%

Notes: When estimating coefficients, we used restricted maximum likelihood;
when estimating model fits, we used full maximum likelihood.
Entries are estimates of the fixed effects (γ) with robust standard errors. Estimates
of the random variance components (τ) are in parentheses. The τ values for the
intercepts also represent the between-country variance in corporate sustain-
ability management.
***p < 0.001, **p < 0.010, *p < 0.100.

Table 5
Summary of simple slope analysis.

The coefficient
between
Stakeholder
pressures and
Corporate
sustainability
management

Paired t-test
of the slope

Country-level
sustainability
performance¼ 1
(countries having high
sustainability
performance)

Slack
resources¼ 1
(firms with
sufficient slack
resources)

0.331 (0.066),
p< 0.001

t¼─0.604,
p¼ 0.546

Slack
resources¼ -1
(firms with
limited slack
resources)

0.385 (0.062),
p< 0.001

Country-level
sustainability
performance¼�1
(countries having low
sustainability
performance)

Slack
resources¼ 1
(firms with
sufficient slack
resources)

0.307 (0.059),
p< 0.001

t¼ 2.795,
p< 0.005

Slack
resources¼ -1
(firms with
limited slack
resources)

0.057 (0.064),
p> 0.050

Table 3
Descriptive statistics and correlations.

1 2 3 4 5 6

1. Corporate sustainability management 1
2. Market dynamics 0.194** 1
3. Size 0.281** 0.100** 1
4. Slack resources 0.065 0.246** 0.085* 1
5. Stakeholder pressures 0.359** 0.120** 0.045 0.189** 1
6. Technological change 0.287** 0.339** 0.092** 0.119** 0.211** 1
Mean 2.903 3.280 2.616 2.990 3.261 3.300
Standard deviation 0.939 0.852 0.747 1.013 0.942 0.992
Min 1.000 1.000 0.480 1.000 1.000 1.000
Max 5.000 5.000 5.180 5.000 5.000 5.000

**P < 0.001, *P < 0.05; N ¼ 780.
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stakeholder pressures and slack resources had a significant random
variance (τ30¼ 0.013, p¼ 0.062). We therefore examined whether this
variance could be explained by country-level sustainability performance.
In this step, we regressed the slope estimates obtained from the preceding
step on to country-level sustainability performance to test cross-level
interaction effects. The three-way cross-level interaction term of stake-
holder pressures, slack resources, and country-level sustainability per-
formance had a significantly negative relationship with corporate
sustainability management (γ31¼─ 0.042, p¼ 0.096). Therefore, H3
was supported.
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4.2. Simple slope analysis

A simple slope analysis (Table 5) was conducted to enable a sound
interpretation of the interaction effects. This showed that, in countries
with high sustainability performance (country-level sustainability perfor-
mance at least one standard deviation above the mean), firms with signifi-
cant slack resources (slack resources at least one standard deviation above
the mean) are responsive to stakeholder pressures (β¼ 0.331, p< 0.001).
Further, in such countries, firms with limited slack resources (slack re-
sources at least one standard deviation below the mean) were also responsive
to stakeholder pressures (β¼ 0.385, p< 0.001). A paired t-test showed
that these two coefficients are not significantly different. As such, the
results indicate that slack resources do not have a significant effect on the
relationship between stakeholder pressures and corporate sustainability
management in countries with high sustainability performance.

In contrast, in countries with low sustainability performance (country-
level sustainability performance at least one standard deviation below the
mean), firms with significant slack resources are responsive to stake-
holder pressures (β¼ 0.307, p< 0.001), whereas firms with limited slack
resources are not responsive to stakeholder pressures (β¼ 0.057,
p> 0.050). Here, the paired t-test indicated a significant difference be-
tween these two coefficients. The results indicate that slack resources
positively moderate the relationship between stakeholder pressures and
corporate sustainability management in countries with poor sustain-
ability performance. Fig. 2 illustrates the interaction between slack



Fig. 2. Three-way interaction prediction of corporate sustainability management.
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resources and country-level sustainability performance in shaping
corporate responsiveness to stakeholder pressures.

5. Discussion

This study extends the slack resources theory by including an
important contingency variable: country-level sustainability perfor-
mance. Drawing upon institutional theory, we hypothesized that slack
resources only positively moderate the relationship between stakeholder
pressures and corporate sustainability management in countries with low
levels of sustainability performance. The empirical results based on IMSS
VI, HDI, and EPI data are consistent with our theoretical reasoning. As
such, this study contributes to the “contextual consideration” (Julian and
Ofori-Dankwa, 2013) of slack resources theory. This finding has several
theoretical and practical implications.

First, several recent studies (Dubey et al., 2016, 2017; Kanashiro and
Rivera, 2017; Ferri and Ferri, 2017; Ortiz-De-Mandojana et al., 2016)
have explored the effect of national institutional context on management
commitment (Dubey et al., 2016), sustainability officers (Kanashiro and
Rivera, 2017), and corporate governance (Ortiz-De-Mandojana et al.,
2016) for sustainability. Following a similar line of reasoning, our study
shows that national institutional context can also impact on the effects of
slack resources for corporate sustainability management. Along with
these recent studies, our study further confirms the important role of
national institutional context in shaping corporate responses toward
stakeholders' sustainability requests.

Second, it highlights the interaction between the internal organiza-
tion and the external environment of firms in shaping corporate re-
sponses to stakeholder pressures. Previous studies have clearly
articulated that corporate social responsiveness is shaped by the internal
organization (Delmas and Toffel, 2008; Ibrahim and Angelidis, 2011;
Darnall et al., 2010) as well as the external context of firms (Zhang and
Luo, 2013; Ioannou and Serafeim, 2012). However, the two streams of
research have developed in parallel with very limited interaction
(Aguinis and Glavas, 2012; Delmas and Toffel, 2008; Crilly et al., 2012).
This study illuminates the interaction between slack resources and
country-level sustainability performance, and shows that overlooking the
potential interactions between the internal organization and the external
context of firms can result in inaccurate, and maybe misleading, con-
clusions over the effects of these factors in driving/enabling firms to
address sustainability issues.

Third, the finding suggests that it is necessary to adopt a “time-
context dynamic perspective” (Rivoli and Waddock, 2011) on corporate
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sustainability management. Our findings indicate that, as the overall
sustainability performance of a country improves, the differences be-
tween the responses of firms with and without substantial slack resources
to stakeholders' sustainability requests decrease. This dynamic effect has
been illustrated elsewhere in the literature. Based on longitudinal data
from the oil and gas, mining, and forestry industries in Canada from 1986
to 1995, Bansal (2005) observed that slack resources had a significant
positive impact on corporate responsiveness to stakeholder pressures in
the early years, but that this impact weakened over time. Similarly,
Brammer and Millington (2004) found that corporate charitable dona-
tions were substantially determined by a firm's profits in the early period
of observation, but that this relationship weakened over time as firms
became increasingly responsive to stakeholder pressures. The finding of
the present study provides plausible explanation for these sets of obser-
vations in Bansal (2005) and Brammer and Millington (2004), and
highlights the need to take a dynamic perspective if one is to understand
and explain corporate sustainability management.

Fourth, this study adds to the limited empirical support for the insti-
tutional difference hypothesis developed by researchers such as Matten and
Moon (2008) and Robertson (2009), which proposes that significant
cross-contextual institutional differences between developed and devel-
oping countries can affect the nature, generation, and consequences of
corporate sustainability management. The main argument behind this
hypothesis is that firms do not simply follow the instrumental logic when
it comes to decision-making over sustainability issues, but that such de-
cisions are often made with reference to the broader institutional context
(Jackson and Apostolakou, 2010; Ioannou and Serafeim, 2012). While
the conceptual validity of the institutional difference hypothesis has been
solidly developed in several seminal papers (e.g., Campbell, 2006, 2007;
Matten and Moon, 2008), only a few studies, as Saka-Helmhout et al.
(2016) recently noted, have systematically tested its empirical validity.
In this study, we developed an aggregated country-level sustainability
performance indicator that reflected both the formal and the informal
institutions of each country and therefore provided a measure of
cross-country institutional differences. Applying this measure, the
finding of our study lends empirical support to the institutional differ-
ence hypothesis.

Lastly, our finding adds to the relevance of national context for the
research in operations and supply chain management. Prior studies have
shown that national context plays important roles for quality manage-
ment (Demeter et al., 2011; Pagell et al., 2005), supply chain integration
(Wiengarten et al., 2014), and environmental management (Power et al.,
2015). Our finding suggests that besides culture at the national level, the
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institutional environment at the national level can also exert significant
influence on corporate decision-making over the adoption and imple-
mentation of sustainability practices.

The finding of this study has two further implications for stakeholders
that are committed to improving supply chain sustainability (Kassinis
and Vafeas, 2006). Stakeholders need to develop appropriate strategies
that will effectively force firms to address their requests. In the context of
corporate sustainability, our finding suggests that the strategies that
stakeholders use to compel firms to improve their social and environ-
mental performance may vary depending on the national institutional
environment. In countries with low levels of sustainability performance,
stakeholders such as consumers, NGOs, and environmental activists may
need to focus first on firms that have considerable slack resources, since
pursuing firms with limited slack resources may not deliver substantial
results. In the longer term, once firms with considerable slack resources
have substantially improved their social and environmental perfor-
mance, this will contribute to the development of formal and informal
institutions that support sustainability more broadly (Rivoli and
Waddock, 2011). Thus, over time, stakeholder pressures will become
effective in driving firms with limited slack resources to address sus-
tainability issues. In contrast, stakeholders in countries with high levels
of sustainability performance can follow a more direct strategy because
firms in these countries are generally responsive to stakeholder pressures.

Moreover, our finding suggests an additional approach through
which stakeholders could advance sustainable development. As
Schneiberg and Soule (2005) have shown, collective stakeholder ac-
tions can encourage the establishment of new institutions. Therefore,
stakeholders could potentially contribute to sustainable development
through collective actions that encourage the establishment of new
institutions that support sustainability, since we have shown that such
institutions can increase firm commitment, especially among those with
limited slack resources. For example, NGOs and environmental/social
activists could contribute to the formation and diffusion of
industry-wide norms, such as the EICC code of conduct in the elec-
tronics industry, that are consistent with social equity and environ-
mental integrity. Helping to develop institutions that support
sustainability can further empower and legitimize stakeholders' re-
quests for improved social and environmental performance (Lee, 2011).
These two approaches, i.e., exerting pressure on individual firms and
encouraging the development of institutions, will reinforce each other
in compelling firms to contribute to sustainable development.

Our findings have implications for managers working at resource-
constrained manufacturers in countries with relatively low level of sus-
tainability performance. It may be logical that in the short term these
manufacturers are not that responsive toward stakeholder pressures,
given that they have relatively limited slack resources. However, as
stakeholders have made progress in compelling resource-abundant
manufacturers to improve their social and environmental performance,
sustainability will gradually become a norm (Rivoli and Waddock, 2011)
in the long term. When sustainability has become institutionalized,
overlooking stakeholder pressures will become a less viable option for
resource-constrained manufacturers, and they will have to address
sustainability-related requests from stakeholders. In other words, being
reactive may be a logical response for resource-constrained manufac-
turers in the short term, but it may not be a wise response in the long
term. As an alternative, these manufacturers should overcome resource
constraints to take a more proactive stance toward sustainability, to build
up the image as a prospector, and to reap the first-mover advantage in the
“sustainability market”.

To summarize, along with the recent studies highlighting the
important role of institutional environment for corporate and supply
chain sustainability (Glover et al., 2014; Dubey et al., 2015; Khor et al.,
2016; Rivoli and Waddock, 2011), our study suggests that managers
should take into account the institutionalization of sustainability to tune
their efforts with what is appropriate in the broader industrial and even
societal context.
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6. Conclusions: summary, limitations, and future research

This study has used institutional theory to specify country-level
sustainability performance as a boundary condition of slack resources
theory. Drawing upon primary data of IMSS VI and secondary data of
HDI and EPI, we show significant cross-country differences in the effect
of slack resources in moderating the relationship between stakeholder
pressures and corporate sustainability management. In developing
countries such as China and Malaysia, slack resources can significantly
moderate the relationship, whereas such a moderating effect largely
disappears in highly industrialized countries such as Germany and The
Netherlands. This study provides a more nuanced understanding of
slack resources theory. Moreover, it suggests stakeholders to take
different strategies to mobilize firms to contribute to sustainable
development.

Three main limitations of this study should be acknowledged. First,
we measured slack resources in terms of ROS, an indicator of the avail-
ability of financial resources. However, slack resources are accumulated
over long periods whereas our measurement (ROS) is a relatively static
reflection of the firms' slack resources. We encourage future researchers
to replicate our analysis with alternative measures of slack resources.
One option would be to use the model developed by Bourgeois (1981).

Second, a core argument used in this study is that institutions legiti-
matize stakeholders' sustainability requests. However, we did not delve
into the country-level institutions that are supportive of sustainable
development, such as the laws on social equity and environmental
integrity, and the norms, values, and shared beliefs that are consistent
with sustainability. Rather, we used an aggregated country-level indi-
cator of sustainability performance that reflected the existence and
quality of formal and informal sustainability-related institutions in a
country. Future researchers can explore whether formal institutions
(constitutions, laws, and policies) and informal institutions (norms,
values, and shared beliefs) have different roles in shaping corporate
responsiveness to stakeholder pressures.

Third, firms' adoption of sustainability practices is driven by multiple
factors, such as legislation, stakeholder pressures, economic opportu-
nities, and ethical motives (Bansal and Roth, 2000). In this study, we
focused on the effect of stakeholder pressures, but we did not control for
the effects of the other factors which can drive the adoption of sustain-
ability practices. However, there is no evidence showing that these fac-
tors are strongly correlated with the main explanatory variable of this
study, i.e., stakeholder pressures. As such, the risk of endogeneity caused
by omitting these variables should be low in our model. We encourage
future researchers to replicate our analysis to include more control var-
iables such as management commitment towards sustainability (Foerstl
et al., 2015, Luzzini et al., 2015).

Notwithstanding the limitations mentioned above, this study does
show the important role that national institutional context plays in
shaping corporate responses toward stakeholders' sustainability requests,
which is in line with several recent studies on this issue (Dubey et al.,
2016, 2017, Kanashiro and Rivera, 2017, Ferri and Ferri, 2017, Ortiz--
De-Mandojana et al., 2016). Taking in account these recent studies, we
suggest that national institutional context should be more consistently
and thoroughly investigated in future research on corporate sustain-
ability. It is generally accepted that institutions can shape the interests,
preferences, and actions of organizational and individual actors
(Dimaggio and Powell, 1983), and that organizational and individual
actors can draw on their institutional toolbox, the set of institutions in
their socioeconomic context, to justify their interests, preferences, and
actions (Greenwood et al., 2011; Mcpherson and Sauder, 2013). Further,
corporate responses to stakeholder pressure will involve
intra-organizational interactions among groups of individuals and func-
tional departments with different perceptions and interests (Delmas and
Toffel, 2008, Crilly et al., 2012). This suggests that researchers can look
inside the intra-organizational processes through which slack resources
are allocated (or not) to sustainability issues. Since the power
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relationships and politics within organizations are also largely contingent
on the dominant institutions in the organizational filed (Thornton and
Ocasio, 2008, Thornton et al., 2012), future researchers can advance the
understanding of corporate social responsiveness by exploring how
organizational actors use the multiple institutions in their
socio-economic context in the process of formulating corporate strategies
in response to stakeholders' sustainability requests.
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Appendix A

HDI and EPI for the 22 countries included in IMSS VI

Country Cases in IMSS VI Cases in this studya HDI 2013 EPI 2014 CLSP
Belgium
 29
 23
 0.881
 66.61
 1.547

Brazil
 31
 26
 0.744
 52.97
 1.274

Canada
 30
 28
 0.902
 73.14
 1.633

China
 128
 89
 0.719
 43.00
 1.149

Denmark
 39
 31
 0.900
 76.92
 1.669

Finland
 34
 29
 0.879
 75.72
 1.636

Germany
 15
 13
 0.911
 80.47
 1.716

Hungary
 57
 50
 0.818
 70.28
 1.521

India
 91
 82
 0.586
 31.23
 0.898

Italy
 48
 39
 0.872
 74.36
 1.616

Japan
 82
 77
 0.890
 72.35
 1.614

Malaysia
 13
 12
 0.773
 59.31
 1.366

Netherlands
 49
 45
 0.915
 77.75
 1.693

Norway
 26
 25
 0.944
 78.04
 1.724

Portugal
 34
 31
 0.822
 75.80
 1.580

Romania
 40
 37
 0.785
 50.52
 1.290

Slovenia
 17
 16
 0.874
 76.43
 1.638

Spain
 29
 23
 0.869
 79.79
 1.667

Sweden
 32
 29
 0.898
 78.09
 1.679

Switzerland
 30
 19
 0.917
 87.67
 1.794

Taiwan
 28
 23
 0.891
 62.18
 1.513

USA
 48
 32
 0.914
 67.52
 1.589
a. Responses with incomplete information were not used in data analysis.

Appendix B

Measurement Instruments for Stakeholder Pressures and Corporate Sustainability Management

Indicators Factor loading
Stakeholder pressures (Cronbach's α¼ 0.702)

Environmental pressure (Stakeholders call for environmentally friendly products and processes)
 0.856

Social pressure (Stakeholders pay attention to companies' commitment on ethical issues, human rights respect, labour conditions)
 0.842

Corporate sustainability management (Cronbach's α¼ 0.919)

Environmental certification (e.g., EMAS or ISO 14001)
 0.677

Social certification (e.g., SA8000 or OHSAS, 18000)
 0.736

Formal sustainability-oriented communication, training programs and involvement
 0.831

Energy and water consumption reduction programs
 0.757

Pollution emission reduction and waste recycling programs
 0.721

Formal occupational health and safety management system
 0.637

Work–life balance policies
 0.754

Suppliers' sustainability performance assessment through formal evaluation, monitoring and auditing using established guidelines and procedures
 0.752

Training/education in sustainability issues for suppliers' personnel
 0.797

Joint efforts with suppliers to improve their sustainability performance
 0.789
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