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Abstract

Purpose — The purpose of this study is to examine how individual dimensions of green supply chain
management (GSCM) practices affect firms' financial performance directly and through environmental
performance. Furthermore, the authors investigate the contingent role of institutional pressures on the direct link
between GSCM practices and environmental performance and GSCM practices and financial performance.
Design/methodology/approach — Using a convenience sampling technique, data were collected from 238
textile firms in the province of Punjab, Pakistan. Hayes’ PROCESS macro was used to analyze the hypotheses.
Findings — The findings demonstrate that GSCM practices (green manufacturing, green purchasing, eco-
design, cooperation with customers and green information systems) have a significant direct impact on firms’
financial performance directly and through environmental performance. Additionally, institutional pressures
significantly moderate the nexus of GSCM practices-environmental performance and environmental
performance-financial performance.

Practical implications — Textile firms should implement GSCM practices not just because of the
pressure from regulatory bodies but also to elevate their environmental and financial performance.
Government should also play its role in influencing the organizations for the adoption of GSCM practices, as
its role is a significant one in preserving the environment.

Social implications — Because of less emission, energy usage and wastage, environmental performance
will be increased, which affect the society positively.

Originality/value — Along with studying the GSCM practices in the textile industry of Pakistan, drawing
upon the institutional theory, the contingent role of institutional pressures on two stages (first, between GSCM
practices and environmental performance, and secondly, between GSCM practices and financial performance) is
the novelty of this study.
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organizations to comply with environment-friendly business practices (Chuang and Huang,
2018). In response, for the past two decades, organizations have been demonstrating increasing
concern to preserve the environment (Sheu et al, 2005). Globalization, in contrast to localization,
increases the burden of organizations for improving environmental performance (Sarkis and
Tamarkin, 2005). Therefore, growing concern for the environment has gradually become
embedded into organizations’ corporate thinking, which consequently helps them to formulate
and align their strategies accordingly (Madu et al,, 2002). The growing pressure from government
and environmental regulatory institutions means that organizations are under intense pressure
regarding environmental protection.

The traditional view of environmental protection emphasizes trade-off between investment in
productive and non-productive anti-pollution equipment and overall an expensive approach
characterized by high cost and lower economic productivity (Chuang and Huang, 2018). Past
studies also suggest that complying with environmental regulations by using the traditional
approaches does not increase competitiveness (Reinhardt, 1998) and slows down productivity
(Christainsen and Haveman, 1981). In addition, past studies also suggest that environmental
performance has an insignificant relationship with firm performance (Rockness et al, 1986).
However, the contemporary view suggests that firms’ environmental performance effectively
eliminates waste and reduces energy use, thus enabling firms to save costs and achieve increased
performance (Sanchez-Medina ef al, 2015). Although compliance with environmental regulations
results in an increase in costs, the implementation also reduces the occurrence of subsequent costs
(Chuang and Huang, 2018). For instance, investment in energy, waste recovery and paper saving
would increase a firm’s overall operational efficiency, hence minimizing the likelihood of further
corresponding costs (Saxena and Khandelwal, 2012). Among contemporary approaches to
environmental protection, green supply chain management (GSCM) is one of the main emergent
practices adopted by firms to comply with environmental regulations and norms (Zhu et al,
2012). Therefore, organizations in Pakistan also see GSCM practices as potential solutions for
environmental regulation compliance. GSCM, also recognized as sustainable SCM (SSCM) and
environmental SCM (ESCM) (Seuring, 2004), integrates green manufacturing, green distribution,
green marketing, green purchasing, reverse logistics and green information systems (Chien and
Shih, 2007). Besides environmental compliance, organizations also seek to elevate environmental
performance (Saeed et al, 2018) as well as financial performance (Zhang and Yang, 2016), through
successful implementation of GSCM practices.

While there is extensive literature providing empirical support on positive linkage
between GSCM practices and firm performance, little is known about contingent factors that
might influence the nature and intensity of the relationship between GSCM practices and
performance (Dubey ef al., 2015; Li and Huang, 2017). Although a few recent studies in the
field of operations management and SCM have attempted to examine firm performance
through the lenses of institutional theory, these studies are not enough to infer and
generalize the application of institutional theory in the GSCM context. For example, Dubey
et al. (2015) investigated the contingent role of institutional pressure on the effect of
operational practices (total quality management (TQM) and customer relationship
management) on environmental performance. However, GSCM mainstream literature does
not provide specific insight into the contingent effect of institutional pressures in explaining
the potential role of GSCM practices in determining environmental and financial
performance. Further, most of the past studies analyzed the direct effect of GSCM practices
on firm performance (Chuang and Huang, 2018; Saeed ef al, 2018), which limits the
understanding of zow GSCM practices affect financial performance, because such research
models do not test the underlying mechanisms (Chan et al., 2016). Zhu et al. (2017) suggest
considering the underlying mechanism to obtain a complete picture of how GSCM practices



foster financial performance. Finally, GSCM is a multidimensional construct which
encompasses various aspects of internal and external practices. Thus, ignoring either the
internal or external aspect would fail to truly represent the GSCM practices (Kim et al., 2016).
Some studies also used GSCM as a second-order construct (Vanalle et al., 2017), while others
used it as a single accumulated construct (Yang, 2018), depending upon the perspective and
objectives of the study. However, the operationalization of GSCM practices either as a single
corresponding construct or as a second-order construct ignores the multidimensionality,
thus limiting our understanding regarding the role of each dimension as well as restricting
the generalizability of empirical findings.

The present study aims to fill the above-mentioned research gaps, to present a
comprehensive and concrete understanding of Zow and when GSCM practices are more
effective in increasing firms’ financial performance. The study contributes to the literature
in four main ways. First, this study operationalizes GSCM practices as firm activities
encompassing green manufacturing (Liu ef al, 2010), green purchasing, eco design,
cooperation with customers (Zhu et al, 2013) and green information systems (Esty and
Winston, 2009) and attempts to establish the relationships at the dimension level, thus
developing a concrete and comprehensive understanding of the role of each GSCM practice
in relation to environmental and financial performance. Therefore, this research highlights
the necessity for a GSCM framework to address firms’ sustainability concerns. Second, this
study posits environmental performance as a mediating mechanism that might help
academicians and practitioners to understand zow GSCM practices improve firms’ financial
performance. Although a few recent studies have investigated the relationship between
GSCM and environmental performance and found positive linkages (Chuang and Huang,
2018; Saeed et al., 2018), we believe that environmental performance is associated with
enhanced operational efficiency of the firms, and hence is expected to explain the missing
link between GSCM practices and financial performance.

Third, it draws upon the institutional theory to propose and empirically test the
moderating effect of institutional pressure so as to elucidate the effect of GSCM practices.
Past studies in GSCM have overlooked this important aspect (Dubey et al, 2015). It is,
therefore, rational to hypothesize that GSCM practices under the moderating effect of
institutional pressure will have an important impact on environmental and financial
performance, and this will then be effective in enabling the textile sector to adopt GSCM
practices. However, we suggest that a theoretical elucidation of the adoption stage is yet to
be established. Finally, this study widens the previous research work to adopt
environmentally friendly practices in the manufacturing industry via a sector-focused
investigation of the textile sector. The reason for analyzing the hypothesized framework in
the context of the textile sector is that scholars have carried out several research studies on
such industries as automotive, chemicals, electronic and electrical and oil and gas. However,
to the best of the authors’ knowledge, very few such studies have been conducted in the
perspective of the textile sector and have been limited to specific aspects of it, yet it is one of
the major sectors of industry and one of the foremost sources of carbon emissions.

Study context

Leaving aside its significant contribution to world trade, textile and clothing is one of the most
polluting industries in the world and is now receiving growing attention from the public
regarding sustainability issues (Bostrém and Micheletti, 2016). The production process of textile
and its related products is a highly complex one which involves technological fixes,
geographically long networks and working behaviors associated with ever-changing values of
production and consumption (Perry and Towers, 2013). Therefore, the production and
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consumption practices of the textile industry are raising serious concerns regarding their impact
on economic, social and environmental aspects. Due to the intense pressure to meet cost and cycle
time performance, the transformation of raw materials into finished products has a negative
impact on the environment (through emitting air and water pollutants), economy (idle capacity
and non-productive energy consumption) and social beings (exploitation of human resources
specifically when production is outsourced to low-cost labor states). As a result of the increasing
awareness, societal and governmental pressures and expectations of stakeholders for a low
impact of environmental and societal risks, textile and related firms are also attempting to
address sustainability challenges. Global firms such as fast fashion brand H&M, outdoor wear
brand Patagonia and luxury brand Louis Vuitton have implemented several practices across
their supply chains (SCs) to meet stakeholders’ expectations regarding sustainability (Shen et al,
2017). Firms who adopt operations and SC approaches add value to their business offerings and
access to several resources while non-compliance leads to legal restrictions.

The rest of the study is organized as follows: “Literature and hypotheses development”
presents a brief review of past studies and develops the hypotheses, while the
“Methodology” section presents the details about data collection and the selected method.
The “Results” section reveals the findings of the study, and “Discussion” includes the
theoretical and practical implications. This is followed by the conclusion and future
recommendations, as well as the limitations of the study.

Literature and hypothesis development

The idea of an environmental-friendly SC is based upon the triple-bottom line (3PL) theory, which
contains environmental performance, economic performance and social performance (Green et al,
2012). This theory states that people who run organizations need to improve profit for
organizations’ economic performance, and not destroy the planet through waste, but take care of
environmental performance. From the sustainability perspective, this study takes on the
environmental dimension of sustainability and emphasizes that GSCM practices could be
important for environmental performance and subsequent financial performance. Jadskeldinen
and Heikkild (2019) state that firms, for the past few years, have been competing and providing
value to the customers on the basis of their SCs. SC operations affect the environment directly and
indirectly. A direct effect occurs during when a firm uses practices and/or materials which result
in huge wastage during storage, transportation, processing, use and/or disposal. As mentioned
earlier, textile firms’ operations involve the use of several chemicals which increase the amount of
water and air pollution. For indirect impact, the actions and operations of upstream suppliers are
responsible for harm. However, the implications of GSCM practices increase the ability of firms to
address sustainability issues arising from both direct and indirect impacts. For example, eco-
design and green manufacturing could be valuable to enhances environmental sustainability by
minimizing production activities, lowering cost and reducing waste. Green purchasing would be
useful qualifying criteria in making (out)sourcing decisions, thus pressuring both direct and
indirect suppliers to provide environment-friendly parts and products. Hence, GSCM practices
increase the likelihood of environmental benefits by increasing the green impact at every stage of
a product, from production to consumption and disposal.

The growing concern for sustainability has resulted in practices which have shifted from
organizational level to firms’ SCs (Green et al, 2012). For manufacturers, GSCM is the managerial
approach to assimilating material flow and information during the SC, meeting customers’
demands with environmental-friendly products manufactured by environmentally friendly
processes. Using self-correcting initiatives, firms are attempting to develop socially and
environmentally responsible practices to enhance their public image and comply with legislation.
Firms that are making their SCs more aware of and fulfilling customer demands with the



minimum possible harm (or even no harm at all) to the environment need close ties with both
upstream and downstream partners. For instance, manufacturers sometimes call their suppliers
for innovative products, to redesign and (re)develop products to reduce costs and to exploit new
technologies. In some circumstances, manufacturers also rely on their suppliers to provide
services which they cannot develop internally. Thus, firms’ desire to reduce their environmental
impact is largely based upon their ability to manage complex SC relationships. These
relationships are established through strategic integration and collaboration at each level of SC. In
the absence of integration and collaboration, firms are unlikely to achieve the green multiplier
effect, thus failing to maintain internal well-being and environmental sustainability. Firms
emphasizing green also expect their suppliers to embed sustainable practices. For example, firms
with green purchasing intentions would include sustainability parameters during supplier
selection and certification (Zhu et al, 2015). Similarly, some foreign firms also evaluate their
suppliers’ suppliers (second-tier) when making procurement and outsourcing contracts.
Therefore, the SC strategies and objectives of responsible organizations reflect sustainability,
which helps them to develop sustained competitive advantages (Green et al, 2012). Likewise,
combining the green practices in SCM allows an organization not just to provide a competitive
advantage via cost leadership and differentiation that is hard for rivals to imitate, but also to
ascertain novel market options (Rao, 2002; Hazen et al, 2011; Narasimhan and Schoenherr, 2012).

Furthermore, government regulations regarding environment have been recognized as
antecedents to implementing GSCM practices (Qi et al,, 2010), well-developed nexus of influence
of green regulation on organizational competitiveness (Laosirihongthong et al, 2013). It is not
essential, by implementing GSCM practices, to establish a competitive edge and augment
financial performance. Several scholars argue that to implement green product design and GSCM
practices may lead to reducing waste, which will decrease the consumption of water, energy and
byproducts (Gupta ef al, 2015), and competitive advantages can be achieved and productivity
increased by using the green systems and technologies.

Institutional pressures

The institutional theory states that firms are social entities, besides being profit-making
entities, and recognize intense pressure to meet institutional expectations to obtain social
legitimacy and gain access to various important resources (DiMaggio and Powell, 1983),
because nonconformity with institutional expectations might endanger firm performance
and long-term development (Scott, 2008). The institutional theory also argues that external
forces persuade organizations to take analogous strategic initiatives (Scott, 2008). The
theory discusses firms from two aspects: social and economic (Ketokivi and Schroeder,
2004). The economic aspect focuses on firms’ endeavors to engage in economic activities to
maximize shareholders’ wealth. The social aspect highlights the institutionalization of “best
practices,” preparing the way for the formation of institutions on the basis of isomorphism
(DiMaggio and Powell, 1983). Institutional isomorphism submits that firms attempt to adopt
similar structures, processes and strategies in corresponding to constraint, uncertainty and
institutional expectations (DiMaggio and Powell, 1983; Yang, 2018). There are three types of
isomorphism: normative, coercive and mimetic (DiMaggio and Powell, 1983). Normative
isomorphism originates from professionalism and industry-specific norms of doing
business. Industries and occupations have founded various organizations which set
professional norms and affect the professions, thus controlling firms’ entry and business
continuity through enforcement of these norms (DiMaggio and Powell, 1983). Normative
pressure forces firms to go beyond legal requirements, considering the requirements of
professional/occupational bodies and complying with the standards of leading firms, by
being compelled by competitions (Tempel and Walgenbach, 2007). The concerns of
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stakeholders and professional organizations regarding environment are expected to compel
textile firms adopt green practices and, once adopted, these would also influence the
effectiveness of outcomes of GSCM practices.

Coercive isomorphism comes from “both formal and informal pressures exerted on
organizations by other organizations upon which they are dependent and by cultural
expectations in the society within which organizations function” (DiMaggio and Powell,
1983). Coercive pressures can be exerted on focal firms by their business partners, suppliers,
distributors, social groups and clients to protect the environment (Sarkis et al, 2010). Not
complying with the expectations of partners, social and pressure groups, the focal textile
firms might face restrictions from these organizations to access various resources such as
raw materials, labor, information, distribution and transportation. Under such pressure,
textiles firms would struggle to maximize the effectiveness of GSCM practices to achieve an
enhanced environmental performance (Lai and Wong, 2012). Hence, coercive pressure will
influence the effect of GSCM practices on environmental performance.

The third type is mimetic isomorphism, which states that firms try to imitate other
organizations in a situation of uncertainty (DiMaggio and Powell, 1983). There could be
several reasons for uncertainty (such as ambiguous goals, poor knowledge of technology,
complex structures), where organizations are not confident about formulating effective
business practices, and prefer to model themselves on best-in-industry organizations
(Christmann and Taylor, 2001), because imitating best-in-industry organizations is
relatively easy and practices of modeled organizations are well recognized. In sum,
institutional pressures compel firms to comply with regulations, standards and norms
necessitated by regulatory, market, environmental and competitive forces.

The study context

The textile sector in Pakistan plays a key role in the socio-economic development of the country.
Making a significant contribution to the gross domestic product (GDP), it is also one of the major
labor markets of the country. Like other emerging economies, Pakistan is also an important
country to which several multinational corporations, such as Zara, Nike and Polo, outsource their
production. Consumers around the globe are conscious of the ethical and social responsibilities of
the firms producing these products. The production process is accomplished in several phases,
involves multiple SC partners and focuses on intense use of chemicals and toxics along with
natural resources (water and air), and hence, it has detrimental effects on the environment. The
environmental impacts further contaminate working conditions, thus affecting social well-being.
These serious environmental and social concerns, besides regulatory pressures, demand that
textile firms ensure they have social and environment-friendly business practices. As discussed
earlier, the textile industry has long and geographically spread SCs which significantly affect
social and environmental well-being; therefore, we considered it important to investigate whether
in this sector the implementation of GSCM practices could be useful for environmental
sustainability. In addition, Pakistan is among those countries which are damaging their
environments badly. Hence, the findings of the study are likely to help managers and policy
makers, both local and global, to see how to bring sustainability through managing their SCs.

Conceptual framework

Figure 1 depicts the hypothesized link among the variables. Each of the dimensions of
GSCM practices has a positive link with an organization’s environmental performance and
financial performance with the moderating effect of institutional pressure. The five
dimensions of GSCM practices were chosen after a critical review of the literature. Overall,
GSCM practices are a central latent construct in the conceptual framework with green



Notes: GM = green manufacturing, GP = green purchasing, CC = cooperation with customers,
ED = eco-design, GIS = green information system, [P = institutional pressures,
EP = environmental performance, FP = financial performance

manufacturing, green purchasing, eco-design, cooperation with customers and green
information systems.

Hypotheses development

Green manufacturing and ovgamizations’ environmental and financial performance. Green
manufacturing is the production of good-quality products at the lowest cost by using
optimal resources which over a long period may lead toward competitive benefit
(Narasimhan and Schoenherr, 2012). Likewise, some organizations have eradicated their
waste and minimized their cost from the system through green manufacturing and lean
production initiatives (Zhu and Sarkis, 2004). Both lean manufacturing and green
manufacturing are already operating to minimize waste, reduce production phases and
enhance manufacturing efficiency (Prajogo et al, 2012), accompanied by an improved
organizational image and reputation (Porter and Van der Linde, 1995). Developed countries
have integrated lean manufacturing practices accompanied by eco-friendly production to
achieve an improved environmental and financial performance. Environment performance
is the effect of organizational activities on the natural atmosphere (Sharma et al., 1999), while
financial performance relates to reducing cost and increasing share value. The findings of
the studies conducted in the automobile sector reveal that green manufacturing has
considerably augmented the worldwide rivalry position of manufacturing organizations and
supplies (Subramanian and Gunasekaran, 2015; Tseng and Chiu, 2013). Baines ef al (2012)
assert that green manufacturing plays an imperative role in the adoption of GSCM practices
to minimize the dangerous consequences of production processes and also in supporting
organizations to promote efficiency in their systems, thus enhancing their environmental
performance and financial performance. This is supported by a wide range of literature
(Chien and Shih, 2007; Mangla et al., 2014; Murovec et al., 2012). The GSCM practices involve
collaboration with suppliers to eliminate cost by promoting reutilization of raw materials
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and also the manufacturing of products with less harmful waste, together with increased
efficient use of resources. In line with the above discussions, it is expected that green
manufacturing adds value to both environmental performance and financial performance.
Therefore, we hypothesize that:

Hla. Green manufacturing is positively associated with organizations’ environmental
performance.

HIb. Green manufacturing is positively associated with organizations’ financial
performance.

Green purchasing and firms’ environmental and financial performance. Green purchasing
involves the activities of sourcing-reduction and recycling in the SC (Carter et al, 2000).
Similarly, Min and Galle (2001) describe green purchasing as minimizing the sources of
waste and supporting the recycling of products. The findings of Carter et al. (2000) reveal
that implementing green purchasing activities not only minimizes pollution control cost,
along with organizational reputation in the market (financial performance), but also increase
organizations’ environmental performance. Kleindorfer et al (2005) assert that large
organizations practice more green purchasing than small ones, and that these practices
become the drift of organizational progress together with the support of eco-friendly
protection awareness. Green purchasing establishes a competitive edge, and for the time
being, it protects resources and increases firm performance (Zhu and Geng, 2001). Zailani
et al. (2015) found that eco-friendly (green) purchasing has a positive influence, both direct
and indirect, on firm performance. It saves the environment from dangerous and poisonous
material which, in turn, positively influences environmental performance. Green purchasing
is a dependable instrument for controlling pollution and thus plays a vital role in an
organization’s environmental and financial performance (Chen, 2005). It also establishes a
firm’s positive reputation and image in the market (Carter et al., 2000). Keeping in view the
above discussions, therefore, we hypothesize that:

H2a. Green purchasing is positively increase organizations’ environmental
performance.

H2b. Green purchasing is positively increase organizations’ financial performance.

Eco-design and organizations’ financial and environmental performance. Eco-design refers
to designing products which require less energy, are easy to recycle, recovery of component
parts is also easy and there is no harmful process in the manufacturing of such products (Zhu
et al., 2008). Product stewardship integrates the perspective of external stakeholders into the
eco-design development phases via a lifecycle analysis: the influence of an environmentally
friendly product can be estimated to the end of its life (Fiksel, 1993). The competitive benefit is
where an organization initiates an eco-friendly novelty in product design and enhances
advantages comprising inimitable production capabilities and obtaining royalties to license
green technology and establishes proprietary knowledge which results in sustainable
competitive advantage (Kleindorfer ef al, 2005). Likewise, Gronhaug and Kaufmann (1988)
highlight that eco-friendly product design has a significant effect on an organization’s survival
and plays the role of a weapon to establish a sustainable competitive advantage in the market.
Several organizations are using an eco-friendly element into their product design to achieve a
competitive benefit and distinguish themselves from their rivals (Reinhardt, 1998).
Undoubtedly, eco-design largely depends on customer management, supplier management and
internal management (Lin ef al, 2013). Organizations may decrease 80 per cent of dangerous



consequences for the environment from their processes and products because of effectively
adopting green design practices (Biiytikozkan and Cifci, 2012). Zhu et @l (2007) found that
environment-friendly design practices considerably minimized the negative impact on the
environment and also enhanced those organizations’ contribution toward sustainability. By
emphasizing eco-design, organizations may minimize the use of dangerous material in
products and also decrease resource usage in producing the products. Moreover, green design
also helps in the reuse, reproduction, recycling and disassembly of products. Eco-design has a
significant and positive influence on organizational performance, and likewise, customers are
ready to purchase environment-friendly products to obtain the environmental cost saving and
safety (Lin et al, 2013). The findings reveal that eco-design products have a positive association
with an organization’s environmental and financial performance (Lin et al, 2013) and provide a
competitive edge, and the adoption of eco-design practices enhances an organization’s image
and repute in the market (Hanim Mohamad Zailani et al, 2012). Additionally, eco-design
products decrease the cost of products and considerably foster product value (Porter and Van
der Linde, 1995). Hence, we hypothesize the subsequent hypotheses:

H3a. Eco-design is positively associated with organizations’ environmental
performance.

H3b. Eco-design is positively associated with organizations’ financial performance.

Cooperation with customers and organizations’ financial and environmental performance.
Customers are the significant stakeholders in the SC, and they possibly compel
organizations to decrease dangerous and negative influence in their practices (Freeman,
2010). Put simply, customers may affect organizational practices. Overall, customers’
pressure plays a positive role in the adoption of GSCM practices (Harms ef al, 2013). A
dynamic customer relationship increases organizations’ financial performance (Green and
Inman, 2005), and competitive pressure considerably fosters financial performance through
adoption of the GSCM practices. Geffen and Rothenberg (2000) found that close
collaboration with customers and suppliers resulted in a better environment performance, in
the context of the manufacturing sector. Vaccaro and Echeverri (2010) recommend that
corporate transparency regarding the eco-friendly sustainability steps taken by the
organization may certainly encourage customers to contribute toward environment-friendly
initiatives and additionally to collaborate with the organization. Producers cannot recognize
the eco-friendly needs of their customers when deprived of collaboration with them, despite
the participation of their useful feedback (Vachon and Klassen, 2008). Thus, we hypothesize:

H4a. Cooperation with customers is positively associated with organizations’
environmental performance.

H4a. Cooperation with customers is positively associated with organizations’ financial
performance.

Green information system and firms’ financial and environmental performance. A green
information system (GIS) denotes the utilization of an information system that may elevate
sustainable development and environment-friendly processes. It is the best use of organizational
activities regarding green practices and green innovation (Corbett, 2013). The implementation of
GIS helps information-sharing regarding environmentally friendly steps, throughout an entire SC,
in the form of coordination (Chandra et al, 2007). Likewise, GIS refers as the cornerstone green
management attempts and completes the reporting and coordination necessity for various SC
players (Khan and Qianli, 2017). The findings of Zhu and Cote (2004) demonstrate that
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organizations that implement GIS promote environmental performance in terms of quality,
efficiency and reduction in cost, which results in a competitive edge over rivals. Moreover,
organizations gain strategic and operations advantages when they identify and utilize relational
opportunities through green technology (Lin, 2013). It is hard to compare environmental
performance with an organization’s financial performance if the excellence of environmental data
obtained is unreliable (Nunnally, 1978). However, the GIS does not just positively influence
environmental and financial performance; it also considerably augments organizational financial
and environmental performance (Schniederjans and Hales, 2016). The latest studies focus
considerably on the significance of green information technology in manufacturing organizations
(Dao et al, 2011). The utilization of green information technology provides a competitive benefit
and augments performance which is not easy for rivals to imitate (Klassen and Whybark, 1999).
Likewise, the competitiveness and infrastructure competences elevate the firm but implement the
green practices (Ajamieh et al, 2016). The effective adoption of GIS throughout the SC can
augment organizational efficiency in the form of operational performance and financial
performance through the best allocation of resources (Daugherty et al, 2005). Furthermore,
successful implementation of GIS increases organizational sustainable development competences
(Dao et al, 2011), and therefore, GIS has an imperative role in the whole of an organization’s
performance (Yang et al, 2018). We assert that effective implementation of GIS enhances an
organization’s environmental and financial performance. Thus, keeping the above discussion in
mind, we propose that:

Hb5a. A GISis positively associated with organizational environmental performance.
Hb5b. A GISis positively associated with organizational firm performance.

Mediating role of environmental performance. The positive nexus between GSCM practices and
environmental performance has been proved in prior studies (Jacobs ef al, 2010). Nevertheless,
whether GSCM practices play an indirect role to increase financial performance through
environmental performance is still under question (Zhang and Yang, 2016).

The effective adoption of GSCM practices are expected to improve environmental
performance (Lee et al, 2012). By implementing GSCM practices effectively, firms inhibit the
contamination and significantly decrease wastage. This in turn allows firms to manufacture
the final product at a lower cost (Zhang and Yang, 2016). Green purchasing reduces
purchasing cost, green manufacturing and eco-design decrease waste and require less
energy and cooperation with customers and a GIS help firms to avoid the risk of
environmental accidents and consequent fines.

Various scholars assert that environmental performance will enhance firms’ financial
performance (Lee et al, 2012). Firms that provide distinct products with green
characteristics can assist organizations to be accepted as having environment-oriented
status, and this, therefore, provides benefits to the firms in terms of increased market share
and higher profit margins. However, improved environmental performance can decrease
costs linked with buying materials, energy usage, waste expulsion and penalties for
environmental accidents. Therefore, it is hypothesized that:

H6. Environmental performance mediates the positive effect of a) green manufacturing,
b) green purchasing, c) eco-design, d) cooperation with customer and e) GIS on
financial performance.

The moderation role of institutional pressures. GSCM might be used as an environmental
instrument to promote an organization’s environmental reputation and enable it to achieve
competitiveness in the domain of international business (Zhu et al, 2008). GSCM integrates



environmental regulations in the SC operation and design (Zhu et al, 2012). Environmental
principles have an important role in achieving eco-efficiency so as to gain the image of an
environmentally friendly organization and to incorporate these principles into the product
lifecycle (Tsoulfas and Pappis, 2006). It is necessary for a manager to comprehend the
relationships between GSCM practices and an organization’s environmental performance to
implement GSCM  successfully. Besides environmental pressures, regulatory and market
pressures foster an organization’s performance because these pressures motivate it to initiate
green purchasing and eco-design. The manufacturers who face high regulatory pressures use
green purchasing policies (Dubey et al, 2015). Competitive pressure considerably enhances the
financial advantages presented as a result of implementing GSCM practices (Zhu et al, 2012).
Wong et al (2012) analyzed the moderating influence of green operations and environmental
management on the performance of manufacturing organizations. Nevertheless, we additionally
expand this study from an institutional theory viewpoint. Institutional pressures compel
organizations to implement environmental management practices. Wu et al (2012) examined the
effect of GSCM drivers on GSCM practices with the moderation impact of institutional pressures
regarding Taiwan’s textile sector. Therefore, we propose that institutional pressures have a
moderating influence on the effect of GSCM practices on organizational environmental
performance and financial performance. Hence, someone may assert that there are reasons why
institutional pressures are not considered as mediators. Generally, scholars appear to blur the
distinctions between moderator, mediator (intervening) and control variables, although a critical
literature review and appropriate comprehension support more to resolve the problem. Likewise,
in this case, we have sufficient literature which strengthens the moderating effect of institutional
pressure. Kennedy and Fiss (2009) found that institutional pressures were the motivation for
adopting TQM in an organization. Liu ef a/ (2010) examined the moderating impact of
institutional pressures on an organization’s intention to adopt internet-based SC. Rogers et al
(2007) analyzed that institutional pressures force an organization to initiate supplier development
programs. Dubey et al. (2015) also found that institutional pressures moderate the effects of total
quality and supplier relationship management on the environmental performance of firms in the
Indian rubber industry. Based on the above discussion and with support from the literature, it is
reasonable to hypothesize that institutional pressures will also play a moderating role in GSCM
context. Therefore, it is proposed that institutional pressures will moderate the effects of GSCM
practices on the environmental and financial performance of textile firms. The moderation will
occur in such a way that under high institutional pressures, the relationship between GSCM
practices and environmental performance will be more positive, while under low institutional
pressures, the relationship between GSCM practices and financial performance will be less
positive. Hence,

H7a. Institutional pressures moderate the relationship between the dimension of GSCM
practices and organizational environmental performance.

H7b. Institutional pressures moderate the relationship between the dimensions of
GSCM practices and organizational financial performance.

Moderated mediation. Taking the linkages hypothesized by H6 and H7 into consideration, it is
reasonable to state that the mediating role of environmental performance in the nexus between
GSCM practices and firms’ financial performance depends on the moderating impact of
institutional pressures. For example, the path of environmental performance to firms’ financial
performance hypothesized in this study is moderated by institutional pressures. In other words,
the environmental performance (moderator) makes the mediating impact of environmental
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performance between GSCM practices and firms’ financial performance conditional upon the
significance of the institutional pressures. Therefore, we hypothesize that:

HS8. Environmental performance mediates the interactive effect of institutional
pressures and dimensions of GSCM practices on financial performance.

Methodology

Sample and procedure

To investigate further hypotheses, pre-developed and validated scales were adapted to measure
the GSCM practices, environmental performance, financial performance and institutional
pressures. Data were collected from the textile industry of the province of Punjab in Pakistan
because of its substantial role in the environment, implementation of green practices and
contribution toward GDP. We contacted and consulted the All Pakistan Textile Mills Association
(APTMA) and the Chamber of Commerce and Industries in different cities in the Punjab to
prepare the list of textile organizations as a sample. Initially, a list of 3,227 textile firms was
obtained. We further refined the list using two qualifying criteria: firm age and size. Firms less
than five years old and with fewer than 100 employees were excluded. The reason for using such
criteria was that newly established firms have several legal and financial exemptions which they
receive as business promotion initiatives. Therefore, it was less likely that newly established
firms would have implemented GSCM practices either fully or partially. For small-scale firms, the
small and medium enterprises development authority (SMEDA) is the regulatory body which has
designed relatively lenient and different governing policies to promote business activities at small
and medium scale. Hence, large-scale manufacturing firms are those which are operating globally
as well as nationally and their operations are more influential in terms of economic,
environmental and social well-being. After excluding firms on the basis of age and size, a list of
773 textile firms was obtained. We then targeted 387 (50 per cent) of the firms, which, according
to Krejcie and Morgan (1970), would be enough to represent the population.

This study is cross-sectional in nature, using primary data collected through a survey
questionnaire. Five graduate students voluntarily helped in the data collection process. A total of
387 questionnaires were distributed to selected firms located in Faisalabad, Lahore, Multan,
Gujranwala, Gujarat and Sialkot, as these cities represent a major portion of textile organizations.
Because we have firm-level variables, the unit of analysis was “firm” and respondents were the
senior managers (SC/procurement) who filled in the questionnaires. Out of 387 questionnaires,
247 were received, a response rate of 63.82 per cent. Of these 247, nine questionnaires were
incomplete, and therefore excluded. Finally, the responses of 238 firms, which were complete in
all aspects, were used for analysis. Figure 2 explains about research procedure.

Measures

The questionnaire design. The survey questionnaire consisted of three major parts
involving items related to GSCM practices, institutional pressures, environmental
performance and financial performance. The details are as follows.

GSCM practices. A total of 30 items was used to assess the five GSCM practices: green
manufacturing, green purchasing, eco-design, cooperation with customers and GISs. Practices
and items were chosen on the basis of scholars’ general agreement on these practices and items in
the GSCM domain (Dubey et al, 2015; Kalyar et al., 2019). The respondents were asked to rate the
extent to which their firm has adopted each practice in at least the past three years. A five-point
Likert scale was used, where 1 denoted “very low” and 5 denoted “very high”.




Green manufacturing was measured using seven items adapted from Shang ef al (2010). The
sample items included: “Production planning and control focuses on reducing waste and
optimizing materials exploitation,” “Process design focuses on reducing energy and natural
resources consumption in operations.” Green purchasing was measured using a six-item scale
adapted from Zhu et al (2008). The sample items included: “Eco-labeling of products,”
“Environmental audit for suppliers’ internal management” and “Second-tier supplier
environmentally friendly practice evaluation.” Cooperation with customers was assessed using a
four-item scale also adapted from Zhu ef al. (2008). The sample items included: “Cooperation with
customers for eco design” and “Cooperation with customers for green packaging.” Eco-design
was measured through a three-item scale, again adapted from Zhu et al. (2008). The sample items
included: “Design of products for reduced consumption of material/energy” and “Design of
products to avoid or reduce use of hazardous products and/or their manufacturing process.” A
ten-item scale was adapted from Esty and Winston (2009) to measure GIS. The sample items
included: “Information system reduces transportation costs,” “Information system tracks
environmental information (such as toxicity, energy used, water used, air pollution),”
“Information system provides information to encourage green choices by consumers”.

Institutional pressures. A 16-item scale was adapted to measure institutional pressures —
coercive, normative and mimetic (Zhu et al.,, 2013). The respondents were requested to rate
the importance of each pressure/driver on a five-point Likert scale, where 1 denotes
“unimportant” and 5 denotes “very important.” Coercive pressure contained six items,
including: “National environmental regulations (such as waste emission, cleaner production,
etc.)” and “National resource saving and conservation regulations.” Normative pressure
consisted of seven items, including: “Establishing company’s green image” and “Public
environmental awareness (community, NGO, etc.).” Mimetic pressure contained three items:

-~
First Step: List Prepared
Identified 3227 textile firms

—
— e
Second Step: List Refined
Considering firm age & size
773 Firms® List Prepared J

Third Step: Sample Size
Targeted 50%6 of the firms using

Krejcie and Morgan (1970)

Forth Step: Primary Data Collection
387 Questionnaires Distributed

~ =

Fifth Step: Questionnaires Received
247 Questionnaires were Received
9 Questionnaires were excluded (incomplete)
238 Questionnaires were Used )

Seventh Step: Hypotheses Testing
Haves” PROCESS Macro via SPSS
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Table I.
Respondents’ profile

“Green strategy of same product producers,” “Green strategy of substitute product
producers” and “Industrial professional group activities”.

Environmental performance. Environmental performance was measured using a six-
item scale adapted from Zhu ef @l (2008). The respondents were requested to rate their
perceptions regarding their firm’s environmental performance as compared to its foremost
rivals, by showing its extent of performance on a five-point scale, where 1 indicated “much
worse” and 5 indicated “much better.” The sample items included: “Reduction of air
emission,” “Reduction of solid wastes,” “Decrease of frequency for environmental accidents”
and “Improvement of an enterprise’s environmental situation”.

Financial performance. A three-item scale was adapted from Narasimhan and
Schoenherr (2012) to measure financial performance. The respondents were requested to
rate their perceptions regarding their firm’s environmental performance as compared to its
foremost rivals, by showing its extent of performance on a five-point scale, where 1
indicated “much worse” and 5 indicated “much better.” The sample items included:
“Decrease of cost for materials purchasing,” “Decrease of fee for waste treatment” and
“Decrease of fine for environmental accidents”.

Analysis and results

Respondents’ description. Table 1 presents comprehensive details regarding the
respondents’ demographics, the firms’ profiles, such as the city, and designations of the
representatives of the participant firms. The maximum number of participants came from
Lahore (69), followed by Faisalabad (61), as both are the big cities of the Punjab. Most of the
representatives were SC managers (141), followed by procurement managers (97).

Hypotheses testing. Table II presents descriptive results, coefficients of correlation
among variables of interest and values of Cronbach’s « as anchor of construct reliability. All
dimensions of GSCM practices were positively and significantly correlated with firm
environmental performance. For firm financial performance, only the association of green
manufacturing with financial performance was insignificant.

We used Hayes (2017) software to test the study hypotheses. As institutional pressures
moderate the direct effects of GSCM practices and environmental practices as well as the indirect
moderated effects of GSCM practices on financial performance, Model 8 — with 5,000 bootstrap
resamples — of Hayes (2017) was used because of its appropriateness in relation to the study. We
ran five models (one for each dimension of GSCM practices as the software allowed one
independent variable at a time) each with financial performance as dependent variable,
environmental performance as mediator, institutional pressures as moderator and dimensions of
GSCM practices as predictor. Table III displays the direct and moderating effects of each
dimension of GSCM practices and environmental performance. The results supported the positive
effect of green manufacturing on environmental performance (8 = 0423, SE = 0.066, p < 0.01);

Designation
Cities (%) SC manager Procurement manager
Lahore 29 40 29
Faisalabad 26 34 27
Multan 19 30 16
Gujranwala 11 17 9
Sialkot 8 8 11
Gujarat 7 12 5




however, the data did not support 15, stating the direct positive effect of green manufacturing on
financial performance (8 = 0.004, SE = 0.078, n.s.). The possible reason could be the involvement
of the huge cost associated with the installation of a new system and/or upgrading of the existing
manufacturing facility. The results fully supported H2a and H2b and suggested positive effects of
green purchasing on environmental performance (8 = 0.290, SE = 0.063, p < 0.01) and financial
performance (8 = 0.186, SE = 0.068, p < 0.01). The results supported H3g, i.e. eco-design affects
environmental performance positively (8 = 0.204, SE = 0.055, p < 0.01). Likewise, they showed
that cooperation with customers and GIS positively influences environmental performance (8 =
0413, SE = 0.071, p < 0.01) and (8 = 0454, SE = 0.078, p < 0.01), and financial performance (8 =
0318, SE = 0.079, p < 0.01) and (8 =0.230, SE = 0.087, p < 0.01).

Table IV provides the results of the moderating effects (only significant at mean and one
standard deviation above and below the mean) of institutional pressures. For environmental
performance, institutional pressures moderated the effects of green manufacturing (8 =
0.209, SE = 0.096, p < 0.01), green purchasing (8 = 0.290, SE = 0.063, p < 0.01) and GISs
(B =0.327, SE = 0.128, p < 0.05) such that these three GSCM practices result in increased
(vs poor) environmental performance when institutional pressures are high (vs low). For
firm financial performance, institutional pressures moderated the effects of only eco-design
(B =-0.248, SE = 0.079, p < 0.01) and GISs (8 = -0.348, SE = 0.135, p < 0.05) such that
these three GSCM practices result in poor (vs increased) financial performance when
institutional pressures are high (vs low).

Table IV presents the results of mediation and moderated mediation. The results provide
support for direct effect of environmental performance on financial performance. Because
the coefficients of all dimensions of GSCM practices were significant at zero standard
deviation of the moderator, this supports the existence of significant mediation. Thus, the
results provide empirical support for H6 (a, b, ¢, d, e¢). H8 stated that environmental
performance mediates the interactive effect of institutional pressures and dimensions of
GSCM practices on financial performance such that the indirect interactive effect will be
stronger for high (vs low) institutional pressures. Table V shows that environmental
performance mediates the moderated effects of green manufacturing, green purchasing and
GIS on financial performance. When institutional pressures were low, the indirect effect of
green manufacturing, green purchasing, cooperation with customers, eco-design and GIS on

Construct Mean SD 1 2 3 4 5 6 7 8
1. Green
manufacturing 3.675 0.876 (0.91)

2. Green purchasing 3287 1.001 0.209%* (0.92)
3. Cooperation with

customers 4.070 0.842 0.242*%*  0.189** (0.84)

4. Eco-design 3.255 1.118 0.209** —0.058  0.157* (0.85)

5. GIS 3.804 0.776 0.497*%* 0.073  0.301** 0.172** (0.91)

6. Environmental

performance 3572 0966 0.385%* 0.290** 0.361** (0.230%* 0.334** (0.90)

7. Financial

performance 3515 1.013 0.125 0.223%* (0.320%* (0.191** 0.299%* 0.301** (0.79)

8. Institutional

pressures 3.375 3.375 0.057 0.286*%* 0.092 —0.053 0.115  0.128* 0.005 (0.81)

Notes: N = 238; **p < 0.01; *p < 0.05, values of Cronbach’s « (construct reliability) are presented on
diagonal
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correlation and
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112 Mediator Outcome
’ Environmental performance Financial performance
Model detail B SE B SE
Model 1
Green manufacturing (GM) 0.423%* 0.066 0.004 0.078
466 Institutional pressure (IP) 0.131 0.087 —0.036 0.096
Environmental performance (EP) 0.331%#* 0.072
GM x IP 0.209%* 0.096 —0.156 0.106
s 0.176%* 0.10%*
AR? associated with interaction 0.017* 0.008
Model 2
GP 0.290%* 0.063 0.186%** 0.068
P 0.084 0.094 —0.109 0.098
EP 0.262%* 0.068
GP x IP 0.198* 0.084 0.105 0.088
R 0.108%* 0.121%*
AR? associated with interaction 0.021* 0.005
Model 3
Cooperation with customers (CC) 0.413%* 0.071 0.318%** 0.079
P 0.150a 0.089 —0.045 0.094
EP 0.2247+* 0.068
CC x IP —0.082 0.116 —0.185 0.121
R 0.142%* 0.153%*
AR? associated with interaction 0.002 0.009
Model 4
Eco-design (ED) 0.204%% 0.055 0.098a 0.057
P 0.209% 0.093 0.020 0.095
EP 0.285%* 0.066
ED x IP —0.018 0.078 —0.248** 0.079
R 0.073%* 0.143%*
AR? associated with interaction 0.0001 0.037%*
Model 5
GIS 0.454** 0.078 0.230%* 0.087
P 0.076 0.09 —0.020 0.095
EP 0.272%* 0.068
Table IIL. GIS x IP 0.327% 0.128 —0.348* 0135
Direct and 0143+ 0161
modera_tlng effects of AR? associated with interaction 0.024* 0.024*
dimensions of GSCM
practices Notes: **p < 0.01; *p < 0.05;%p < 0.10

financial performance was coefficient = 0.094, SE = 0.043, 95 per cent CI = 0.014 to 0.184;
coefficient = 0.042, SE = 0.030, 95 per cent CI = —0.010 to 0.108; coefficient = 0.105, SE =
0.049, 95 per cent CI= 0.028 to 0.217; coefficient = 0.062, SE = 0.027, 95 per cent CI = 0.020 to
0.122; and coefficient = 0.068, SE = 0.038, 95 per cent CI = —0.001 to 0.147, respectively.
When institutional pressures were high, the indirect effect of green manufacturing, green
purchasing, cooperation with customers, eco-design and GIS on financial performance was
coefficient = 0.186, SE = 0.049, 95 per cent CI = 0.099 to 0.294; coefficient = 0.111, SE = 0.042,
95 per cent CI = 0.042 to 0.205; coefficient = 0.080, SE = 0.036, 95 per cent CI = 0.021 to 0.165;
coefficient = 0.055, SE = 0.024, 95 per cent CI = 0.010 to 0.106; and coefficient = 0.182, SE =
0.054, 95 per cent CI= 0.084 to 0.294, respectively. The index of moderated mediation was




EP Financial performance
Moderator (IPs) Estimate (SE) 95% CI Estimate (SE) 95% CI
GM
-1SDIP 0.284 (0.09) [0.106, 0.461]
0SDIP 0.423 (0.066) [0.293, 0.552]
+1SDIP 0.561 (0.093) [0.379, 0.744]
Green purchasing
-1SDIP 0.159 (0.076) [0.008, 0.309]
0SDIP 0.290 (0.063) [0.167, 0.414]
+1SDIP 0.422 (0.091) [0.243,0.601]
ED
-1SDIP 0.264 (0.074) [0.118, 0.409]
0SDIP 0.098 (0.057) [-0.014, 0.210]
+1SDIP —0.067 (0.081) [-0.226, 0.092]
GIS
-1SDIP 0.236 (0.099) [0.039, 0.433] 0.462 (0.105) [0.254, 0.669]
0SDIP 0.454 (0.078) [0.299, 0.608] 0.230 (0.087) [0.058, 0.402]
+1SDIP 0.671 (0.130) [0.415, 0.927] —0.002 (0.143) [-0.283, 0.280]
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TableIV.
Conditional direct
effects of dimensions
of GSCM practices
(for significant
interactions only)

calculated to see if the difference between the above two coefficients was significantly different
from zero. The results revealed that the index of moderated mediation was significant for green
manufacturing (coefficient = 0.069, SE = 0.042, 95 per cent CI = 0.002 to 0.167), green
purchasing (coefficient = 0.052, SE = 0.030, 95 per cent CI = 0.004 to 0.123) and GIS
(coefficient = 0.089, SE = 0.041, 95 per cent CI = 0.016 to 0.176), thus suggesting that
environmental performance mediates the moderated effects of these three dimensions of GSCM
practices. The index of moderated mediation for eco-design (coefficient = —0.005, SE = 0.023, 95
per cent CI = —0.057 to 0.036) and cooperation with customers (coefficient = —0.018, SE= 0.029,
95 per cent CI = —0.084 to 0.036) revealed that the difference between the two coefficients was
not different from zero, thus implying that environmental performance did not mediate the
moderated effects of these two dimensions of GSCM practices on financial performance.

Discussion

There are two main objectives of this study. First, it investigates the impact of adoption of GSCM
practices across textile industry. Second, it examines if such impact gets strengthen or weaken
under institutional pressures. The results show that all the dimensions of GSCM practices have a
significant positive direct impact on an organization’s environmental performance. However, green
manufacturing and eco-design have no direct impacts on financial performance but rather have
fully mediated impacts through increased environmental performance. A possible reason for the
fully indirect effect could be the high costs associated with installation of new manufacturing
facilities or upgrading of existing ones, as well huge investments in redesigning products and
processes to make them eco-friendly. Such initiatives impose a financial burden which lessens a
firm’s profitability; however, it increases the environmental performance of the firm which in turn
improves its financial health. Firms endeavor to establish collaborative relationships with
customers, focusing on green purchasing, and implementation of GIS enhances firm
environmental performance as well as financial well-being. The results support past findings such
as those by Green et al (1998), who asserted that green manufacturing enhances the environmental
performance, and Rao and Holt (2005), who argued that green manufacturing augments
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Table V.
Conditional indirect
effect of dimensions
of GSCM practices

Moderator (IPs) Financial performance

Conditional indirect effect via EP Estimate (bootstrap SE) 95% bootstrap CI
GM

—1SDIP 0.094 (0.043) [0.014, 0.184]
0SDIP 0.140 (0.037) [0.073, 0.220]
+1SDIP 0.186 (0.049) [0.099, 0.294]
Index of moderated mediation 0.069 (0.042) [0.002, 0.167]
Green purchasing

—1SDIP 0.042 (0.030) [-0.010, 0.108]
0SDIP 0.076 (0.031) [0.026, 0.146]
+1SDIP 0.111 (0.042) [0.042, 0.205]
Index of moderated mediation 0.052 (0.030) [0.004, 0.123]
cc

—1SDIP 0.105 (0.049) [0.028, 0.217]
0SDIP 0.093 (0.038) [0.029, 0.179]
+1SDIP 0.080 (0.036) [0.021, 0.165]
Index of moderated mediation —0.018 (0.029) [-0.084, 0.036]
ED

—-1SDIP 0.062 (0.027) [0.020, 0.122]
0SDIP 0.058 (0.021) [0.024, 0.105]
+1SDIP 0.055 (0.024) [0.010, 0.106]
Index of moderated mediation —0.005 (0.023) [-0.057, 0.036]
GIS

—-1SDIP 0.064 (0.038) [-0.001, 0.147]
0SDIP 0.123 (0.038) [0.055, 0.202]
+1SDIP 0.182 (0.054) [0.084, 0.294]
Index of moderated mediation 0.089 (0.041) [0.016, 0.176]

organizations’ economic performance. According to Gholami ef al (2013), organizations’
environmental performance increases with the implementation of GIS, and according to Chien and
Shih (2007), GIS promotes organizations’ financial performance. Choi and Hwang (2015) found that
eco-design was an important determinant of both environmental and financial performance. It is a
reality that by applying GSCM practices in an effective way, organizational performance can be
increased. Scholars such as Longoni and Cagliano (2018) are of the view that if top management is
committed to implementing GSCM practices, organizations can achieve financial and
environmental success. Eco-design protects the environment of a company by recycling and
reproducing the products after the end of the product lifecycle. Eco-design not only increases firms’
environmental performance but also increases their financial performance in the long run.

More importantly, the findings revealed the important role of institutional pressures,
which boost firms’ endeavors for the implementation and outcomes of GSCM practices. It is
evident from empirical findings that under high institutional pressures, firm tend to embed
green practices so as to comply with environmental regulations and the expectations of
occupational, industrial and legislative institutions. Firms facing a high amount of
institutional pressures for environment protection and sustainability are embedding
practices of GSCM into their operations such that the embeddedness and impacts of these
practices on environmental performance are at a peak. However, firms reported no
significant contingent impact of GSCM practices on financial performance. In particular, the
implementation of GIS and eco-design imposed a high cost and influenced financial
performance negatively when firms were forced to prioritize environmental performance.



We further submit that manufacturing companies are also compelled by customers to
implement GSCM practices. Nowadays, customers are well informed about the dangerous
effects, including pollution, by manufacturing companies; therefore, organizations use green
purchasing to buy green materials which increase customers’ trust to buy their products,
which elevates their sales, and in turn, increases firms’ financial performance and of course
their environmental performance also. Additionally, according to the stakeholder theory,
stakeholders also influence companies to follow those practices which are beneficial for their
business success and survival (Freeman, 2010). Thus, firms that had already established
strong ties with customers to understand and satisfy their needs adopted green purchasing
practices to cut costs on materials and inventories and made investments into lean
production facilities. This is why, high pressures from occupational and legal institutions
did not influence the impact of these three practices on financial performance. So far as the
moderated indirect effect is concerned, the findings revealed that environmental
performance serves as significant mechanism for green manufacturing, green purchasing
and GIS to increase firms’ financial performance under high institutional pressures.

Theoretical implications and contributions

The present study provides several important theoretical implications and contributes to the
literature in the following ways. First, this study tries to focus on post-implementation of GSCM
practices in the textile context. Therefore, the study attempts to extend the work of Dubey ef al
(2015) and Wu et al. (2012). Second, this study uses a multidimensional perspective and uses past
literature to operationalize GSCM practices as green manufacturing, green purchasing,
cooperation with customers, eco-design and GIS. Using GSCM practices either as a single- or
second-order construct hinders a clear understanding of the role of internal and external practices.
It is possible that the effect of one practice is more obvious in certain contexts, while the outcomes
of other practices are either consistent or less obvious. Therefore, our study contributes to the
SCM Iiterature by explaining the potential role of each dimension of GSCM practices in attaining
better environmental and financial performance in the textile manufacturing context. Third,
besides an outcome, the study provides important insights into the mediating role of
environmental performance. Parallel to the traditional literature on operations and SC
management, this study empirically examined whether environmental performance serves as a
mechanism for GSCM practices to foster firm financial performance. The results are encouraging
and provide substantial support that firms can reap financial benefits by improving
environmental performance.

Fourth, this study draws upon the institutional theory, specifically integrating institutional
pressures and GSCM practices to enhance environmental performance in one model, and
synthesizing the effects that the literature had previously recognized to be independent. In the
present literature, GSCM practices and firm performance are rarely studied through the lens of
institutional pressures. The findings of the study imply that organizations are social entities and
have to respond to institutional pressures (i.e. normative, coercive and mimetic pressures) for their
own survival and competitiveness. Therefore, organizations’ decisions, actions and orientations
are not free from regulatory and occupational bodies, and their actions must be studied from an
institutional perspective. Finally, this study responds to recent calls to recognize the role of
institutional pressures, for example, Li and Huang (2017), and suggests institutional pressures are
an important contingent factor.

Managerial implications
The findings of the study also provide important implications for firms, particularly their SC
professionals. Managers of textile firms should embed environmental-friendly practices across
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the SCs. Firms’ management is advised to develop expertise in crafting and executing GSCM
besides other management skills, because SCs are the ultimate source of firm performance
outcomes. By testing empirically, the study established evidence that, once implemented, each
dimension of GSCM practices is imperative in eliciting environmental as well as financial
performance. In particular, the impacts of GSCM practices on environmental performance are
high under high institutional pressures; hence, the implementation of GSCM practices not only
helps firms to enhance their performance outcomes but also helps meet institutional expectations,
thus not endangering firm performance and long-term development. This study, therefore,
provides insights for managers and SC professionals that GSCM practices offer economic and
environmental compliance and have the probability to increase social well-being. Firms should
integrate and collaborate all SC partners — upstream and downstream — to successfully meet the
needs of their ultimate customers. In addition, the findings further strengthen the perception of
managers who believe in the implementation of GSCM practices to maximize environmental
performance outcomes as well as to comply with institutional expectations. The results also
resolve the debate on the post-implementation financial benefits of GSCM practices and clearly
provide empirical evidence that investment in the implementation of such practices repays in
terms of environmental and subsequently financial performance.

Because the past literature suggests that institutional pressures alone are likely to be insufficient
in bringing successful change to organizations (Delmas and Toffel, 2010), the findings of this study
could sound strange: namely, that firms perform better under the contingent effect of institutional
pressures. The findings related to institutional pressures suggest that obeying regulatory and
occupational agencies and compliance with environmental legislation would help to not only ensure
the “legitimacy” of firm but also increase firms’ ability to prevent environmental costs and reduce
operating ones. It is important to note that the present study focused on those textile manufacturing
firms of a developing country which had already adopted green practices in some form. Therefore,
the findings should be understood in a postimplementation context. Further, the institutional
pressures for environmental regulation should be crafted to promote environmental performance
outcomes of the firms rather than merely comply with such legislation.

Limutations and future directions

Despite its important contributions, however, the study is not without limitations. First, the study
focused on the textile industry only, and therefore, the generalizability of its empirical findings
and their application across other manufacturing sectors should be done carefully. Second,
institutional pressures were taken as whole to explore the moderating effect, which limits our
understanding regarding the moderating effect of each dimension of institutional pressures.
There is a possibility that a specific form/context of pressure could play a strong moderating role
as compared to the other form/context. For example, this study does not explain whether the
normative pressure moderates the proposed relationship as the mimetic pressure does. Likewise,
the normative pressures could moderate differently for textile manufacturing and rubber/
chemical firms, for instance. Researchers are, therefore, invited to explore both the moderating
role of each dimension of institutional pressures and across different industries.

Conclusion

The management of SCs is increasingly under pressure to gain environmental performance
outcomes through implementation of green practices. This study examines the moderating and
moderated-mediated effects of the dimensions of GSCM practices on the environmental and
financial performance of textile firms (after having implemented GSCM practices). The findings
reveal that green manufacturing, green purchasing and GIS yield increased environmental
performance under high institutional pressures. On the other hand, eco-design and GIS reduces a



firm’s financial performance because firms have to make their investments comply with
environmental regulations, thus increasing cost and reducing profitability, most likely in the short
term. In sum, the findings advocate the significant role of GSCM practices in eliciting
environmental performance of textile firms. In addition to that, environmental performance
mediates the interaction effects of institutional pressures and the three dimensions of GSCM
practices (green manufacturing, green purchasing and GIS) such that the indirect effect on
financial performance is more positive when institutional pressures are high. These findings
suggest that implementation of GSCM practices helps firms to comply with environmental
regulations imposed by regulatory, professional and/or societal institutions as well as assist such
firms to improve their environmental and financial performance outcomes.
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