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Abstract 

Considering the increasing international division of labor, as well as stakeholders’ growing 

awareness of sustainability, assuring that business practices are sustainable is a major challenge. 

Companies have to account for the fact that any misconduct at a supplier’s premises may have 

spillover effects that reach the manufacturer or retailer. Therefore, purchasing managers have 

to assure that their suppliers are compliant with sustainability standards. This, however, may 

induce higher purchasing costs and, as a consequence, force a trade-off between (short term) 

economic (i.e., purchasing cost reduction) and social/environmental sustainability criteria. How 

purchasing managers evaluate this trade-off is particularly interesting because they often 

receive performance-based salaries that incentivize the reduction of purchasing costs. Our paper 

sheds light on this trade-off by examining how much purchasing managers are willing to pay 

to assure compliance along different sustainability dimensions when selecting new suppliers in 

a mature market setting, namely Germany. Additionally, we identify potential (individual, 

professional, and organization-related) factors that may impact the purchasing managers’ 

willingness to pay (WTP), and examine their effects. Among the most surprising findings, 

purchasing managers on average are willing to pay a price premium for manuals that 

demonstrate compliance with the United Nationals Global Compact (UNGC). Furthermore, the 

results show that this WTP is mostly influenced (negatively) by self-enhancement (on the 

individual level) and/or obedience to authority (on the organizational level), but the effects of 

company, affiliation with the UNGC, gender, or years of experience have no influence. 

Moreover, the WTP is higher for the social than for the environmental dimension, and the 

marginal effect of accreditation on WTP depends on which combinations of dimensions are 

accredited. 

 

Keywords:  Willingness to Pay, Industrial Purchasing, Supply Management, Sustainability, 

Triple Bottom Line, Obedience to Authority, Sustainable Sourcing 
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1 Introduction 

Sustainability has emerged as an increasingly important topic for both practitioners and 

academics (Boyd et al., 2007; Johnsen et al., 2017; Walker and Phillips, 2009). In general terms, 

sustainability refers to a balance between social, environmental, and economic criteria in 

business (Montiel, 2008). Very often, these three dimensions are also reflected in what has been 

termed the “triple bottom line” (TBL) (Elkington, 1998). Werbach (2009, p. 111) contributes 

to this understanding specifying that the TBL emphasizes not only traditional measures of 

accounting that can be attributed to the economic dimension, but also the measurement of 

environmental and social performance. Companies face major challenges if they seriously 

pursue a TBL-approach to doing business: very often, increasing performance in one dimension 

comes at the cost of diminishing returns in another. More specifically, companies often face a 

trade-off between achieving (short-term) economic performance and performance in the social 

and environmental dimensions (Hahn et al., 2010, 2017).  

In Purchasing and Supply Management (PSM), this trade-off between the different 

dimensions of sustainability is particularly relevant. Decision makers in PSM organizations 

(i.e., purchasing managers) often face situations in which short term economic objectives (e.g., 

purchasing certain goods at the lowest possible price) are in conflict with social and 

environmental criteria. In this context, previous research has suggested studying individual 

managers and employees; in other words, those who actually have to take and/or implement 

such decisions (Walker et al., 2014). 

Moreover, one important feature makes sustainability considerations unique in a PSM 

context: the requirement to conduct business in a sustainable manner is not restricted to the 

immediate sphere of influence of a company, but is also extended to its upstream partners in 
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the supply chain. Considering that up to 60-80% of the total costs of a modern firm are directly 

with suppliers (Monczka et al., 2016; van Weele, 2009; van Weele and van Raaij, 2014), the 

upstream network plays a paramount role in the delivery of companies’ products and services. 

Organizations face enhanced scrutiny by a diverse range of stakeholders, such as governments 

and powerful non-governmental organizations (NGOs), to ensure that internationally accepted 

social and environmental standards are also met by their suppliers (Gualandris et al., 2015; 

Haddock-Fraser and Tourelle, 2010; Reuter et al., 2012); otherwise, they risk their economic 

performance (Reuter et al., 2010). 

Due to its position at the foremost frontier to suppliers, as well as the increasing volume 

of purchased goods and services relative to an organizations’ total expenditure, PSM has 

emerged as an important function in safeguarding organizations from being exposed to negative 

consequences resulting from unsustainable behavior on the part of their suppliers (Carter and 

Jennings, 2004; Foerstl et al., 2015; Handfield et al., 2002). The well-known example of Nike 

illustrates both the trade-off between sustainability dimensions as well as the extended 

responsibility for sustainable behavior: Nike was primarily held responsible for sourcing 

products (presumably at a lower cost) from a supplier who employed children at its premises 

(Zadek, 2004). Other prominent examples like Mattel (Eckert, 2007) and BP (Hayward, 2010) 

provide further anecdotal evidence for the important role of PSM in ensuring sustainability.  

In this paper, we focus on sustainability within the critical buyer-supplier dyad. 

Consider, for example, a manufacturer of consumer goods. If, as argued previously, the concept 

of sustainability spans beyond the company’s organizational boundaries, assuring responsible 

behavior on the supplier’s side should be a decisive factor in the manufacturer’s choice of 

suppliers and the design of supply contracts. The suppliers, in return, should react to these 

requirements by assuring certain levels of compliance with different sustainability dimensions. 
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Suppliers can decide to comply with different sustainability standards such as the UN Global 

Compact or the GRI Guidelines as a means of credibly demonstrating their sustainable behavior 

and commitments. The UN Global Compact, for example, distinguishes between four different 

sustainability dimensions (i.e., human rights, labor, environment, and anti-corruption). 

Additionally, suppliers may choose between different practices and measures to provide their 

customers with evidence for being compliant with these sustainability standards. The most 

basic level of assurance is a contractual clause, e.g., stating that a supplier complies with certain 

social or environmental standards. Still, enforcing contracts is a difficult task around the world 

(Bank, 2009). Buying companies are always confronted with the risk that suppliers behave in 

an opportunistic way (Williamson, 1975), which may lead to financial losses for the buyer 

(March and Shapira, 1987). In the context of sustainability, these losses may occur especially 

as a result of damage to the buying company’s brand and the related negative impacts on its 

image (Basu and Palazzo, 2008) caused by breaches of sustainability standards on the supplier’s 

side. As a more credible measure to limit negative externalities, a buying company may require 

that a supplier furnishes certificates from independent agencies to provide evidence for 

compliance with sustainability principles, or allows unannounced on-site visits (van Tulder and 

van der Zwart, 2006). We refer to this as accreditation in the following research. This may 

lower the buying company’s risks of incurring costs associated with the supplier’s opportunistic 

behavior and, because of the lowered risk, lower the total transaction costs related to the 

purchase. Effective measures to reduce the risk of the buying company (e.g., accreditation), 

however, require significant investments on the supplier’s side (Houston and Johnson, 2000). 

To determine the right set of measures for demonstrating compliance with sustainability 

standards, suppliers need to understand whether and how their customers (i.e., the buying 

companies) value such efforts. In this context, we have to recognize that a buying company 
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mainly delegates the decision of which supplier to source from to individual purchasing 

managers (who act as agents on behalf of the buying company). Therefore, the following 

specific research question arises: Are purchasing managers (of buying companies) willing to 

pay a price premium to assure compliance with sustainability standards?  

Two lines of reasoning central to this paper lead to different answers for the question of 

whether or not purchasing managers are willing to pay a positive price premium to assure that 

their suppliers comply with sustainability standards:  

(1) Purchasing managers typically face a dilemma: they are most commonly 

incentivized to seek the lowest purchasing price while ensuring certain product specifications 

and quality standards (Goebel et al., 2012). Very often, they receive performance-based salaries 

that are tied to some measure of purchasing cost savings. On the contrary, suppliers who provide 

extensive evidence for being compliant with sustainability standards may want to charge a price 

premium and, therefore, may not provide purchasing cost savings. Ensuring sustainable 

behavior on the supplier’s side may therefore be in conflict with a purchasing manager’s 

traditional set of objectives. In many studies, the relationship between the social and 

environmental criteria and “the basic prerequisite of economic performance in sourcing is not 

explicitly specified” (Schneider and Wallenburg, 2012). Purchasing managers may perceive 

“difficulty of balancing the need to satisfy stakeholders’ short term profit goals for longer term 

sustainability goals” and believe that sustainability might first require investments before 

payoffs are to be expected (Giunipero et al., 2012). Following this argument, a purchasing 

manager who is predominantly oriented towards cost savings will not be willing to pay a price 

premium to ensure sustainable behavior for a comparable product.  

(2) Another line of reasoning can be derived from Transaction Cost Economics (TCE). 

Houston and Johnson (2000, p. 1) state that “firms select the lowest-cost transaction structures 
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that effectively protect against partner opportunism […], ensure their partners fulfil contractual 

obligations, and provide a framework for dealing with uncertainties.” Both partner opportunism 

and dealing with uncertainties are important aspects in the context of suppliers’ compliance 

with sustainability standards. On the one hand, as highlighted previously, the buyer faces the 

risk of substantial negative consequences from non-compliant behavior of its suppliers; on the 

other hand, the buyer incurs costs for monitoring supplier compliance and for protecting against 

suppliers’ opportunistic behavior. Credible measures for supplier compliance (e.g. an 

internationally acknowledged accreditation) are likely to reduce these components of 

transaction costs. Consequently, from a firm perspective, a purchasing manager who acts on 

behalf of the company (i.e. as an agent) should be willing to pay a price premium for measures 

that assure supplier compliance corresponding to the perceived reduction in transaction costs. 

Additionally, we can also argue that a purchasing manager always faces the risk that certain 

selected suppliers will fail to comply with sustainability standards, leading to substantial 

negative personal consequences. Thus, a purchasing manager may relinquish economic 

incentives to achieve savings targets in order to secure his/her job by paying a price premium 

to assure that the selected supplier complies with sustainability standards. 

Existing studies in the context of measuring willingness-to-pay (WTP) for sustainability 

focused on the price premium consumers are willing to pay if certain sustainability attributes 

are attached to a product. These studies, however, only focused on Business-to-Consumer 

(B2C) relationships and were predominantly limited to one specific sustainability dimension 

(Auger et al., 2008; De Pelsmacker et al., 2005a; McClenachan et al., 2016). So far, WTP 

research in supply chain and operations research has been mostly focused on consumers (e.g. 

Abbey et al., 2015; Shang et al., 2017). 
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The results of these studies cannot be readily transferred to a Business-to-Business 

(B2B) context because purchasing decisions taken by purchasing managers may entail different 

consequences. They are also likely to be driven by a different set of objectives as compared to 

those taken by consumers of a specific product (Jackson et al., 1995; Stock and Zinszer, 1987). 

A consumer, for example, may not suffer any immediate consequences from non-compliant 

behavior by one or more parties in the supply chain, while, as outlined previously, purchasing 

managers may want to consider the potential negative effects for their own company when 

selecting suppliers and procuring products.  

In spite of the specific characteristics of a B2B relationship, so far very little is known 

about WTP for sustainability in an industrial purchasing context versus the aforementioned 

consumer purchasing context. There are yet no prior studies that examine the price premium 

purchasing managers are willing to pay for different dimensions of sustainability to protect 

themselves from the risk of non-compliant supplier behavior. This motivates the first part of 

the analysis presented in this paper: we are interested in whether purchasing managers are 

willing to pay a price premium to assure that their suppliers are compliant with sustainability 

standards. To determine the WTP for assurance of compliance with certain sustainability 

standards and the factors that influence the WTP, we conducted an empirical analysis with 59 

purchasing managers from multi-national companies located in Germany operating in different 

industry sectors. Thus, our study provides insights on purchasing managers’ attitudes in a 

mature market setting. 

Assuming that at least some purchasing managers exhibit willingness to pay a positive 

price premium (e.g., to reduce the transactions costs), we are also interested in the drivers and 

characteristics that influence this willingness. Shafer et al. (2007) show that individual values 

(e.g., self-transcendence values) influence decision-making with respect to social and 
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environmental accountability. In a B2C context, Auger et al. (2008) found that some 

demographic variables have an influence on the value customers place on social product 

features. On an organizational level, literature provides evidence that ethical culture influences 

the extent to which ethical or unethical decisions are taken (Treviño et al., 1998). Previous 

research has also suggested that on an individual level, both “buyers and suppliers identify the 

same sets of activities as being unethical” (Carter, 2000a). The question then arises whether 

individual, professional, or organization-related characteristics also influence WTP to assure 

certain sustainability standards. This is especially relevant from a managerial perspective: 

knowing the drivers of the WTP for sustainability allows companies to develop certain 

measures to enhance sustainable decision-making in PSM organizations.  

Investigations about corporate sustainable behavior may be subject to demand effects, 

i.e. “changes in behavior by experimental subjects due to cues about what constitutes 

appropriate behavior (behavior ‘demanded’ from them)” (Zizzo, 2010). This study aims to limit 

such demand effects in several ways. Building upon the different sustainability dimensions 

specified by the UN Global Compact (UNGC), we conducted a choice-based conjoint analysis 

to measure the price premium individual purchasing managers are willing to pay. Conjoint 

analysis is an implicit, indirect measurement approach where buyers have to make demanding 

trade-offs and concessions between different attributes of stimuli. Instead of specifying explicit 

priorities with respect to WTP for sustainability, respondents evaluate stimuli that present 

combinations of various attributes. The literature argues that this indirect measurement more 

realistically models buyer decisions and has a reasonable ability to predict behavior, particularly 

in a decision context where several purchasing attributes are involved (e.g., Green and 

Srinivasan, 1978).  



Accepted version status August 20, 2018 

9 

 

More specifically, it relates to the dilemma purchasing managers face when balancing 

profit and sustainability goals. As such, it is recommended as a method to limit social 

desirability biases in connection with sustainability questions (e.g., De Pelsmacker et al. 

(2005b); Kalafatis et al. (1999)) because the trade-off of product attributes makes it more 

difficult for respondents to “not respond truthfully but simply provide answers that make them 

look good” (Steenkamp et al., 2010). Second, we took several other steps to limit demand 

effects in our study such as conducting the study in a country context that is less prone to social 

desirability biases (Germany), conducting thorough pretests, obfuscating the study purpose 

without using deception and limiting interviewer bias. 

Methodologically, we used the results of the choice-based analysis to estimate the 

willingness-to-pay (WTP). In a second step, we included the WTP in a binary logistics 

regression analysis to determine the influence of individual, professional, and organization-

related characteristics.  

The remainder of this paper is organized as follows: in the next section, we provide a 

short overview of studies examining sustainability, the dimensions of the UNGC, and the link 

between sustainability and WTP. Thereafter, we outline our research methodology, sampling 

procedure, and analytical techniques. In section 4, we present the results of our analysis and 

provide a detailed discussion of their implications. Finally, we highlight managerial 

implications and outline limitations, as well as future research opportunities. 

2 Literature Review 

The research presented in this paper is related to three streams of research: research on 

sustainability in PSM, the measurement of WTP for sustainability, and characteristics that may 
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influence WTP. In the following sections, we provide a brief review of these areas and identify 

the research gap that motivates our research. 

2.1 Sustainability and the Purchasing Function 

Scholars have long acknowledged that supplier performance is to a large extent 

responsible for the quality, cost, and margin of products and services that buying firms offer in 

the market place, especially as a result of increasing outsourcing levels (Tsoulfas and Pappis, 

2006). A buying firm’s dependence on its suppliers’ performance has been extended into the 

topic of sustainability. Carter and Rogers (2008) state that the growing influence of 

sustainability concerns on corporate strategies requires the PSM function to address the social, 

environmental, and economic dimensions of sustainability. As such, they draw special attention 

to the link between TCE (i.e., determined by the risk of non-compliant supplier behavior) and 

sustainability. They refer to “the ability of a firm to understand and manage its economic, 

environmental, and social risks in the supply chain” (Carter and Rogers, 2008). According to 

Werbach (2009, p. 111), “through this perspective, environmental and social costs are measured 

alongside purely financial gauges.” The dimensions of the so called triple bottom-line 

(Elkington, 1998), however, have so far received imbalanced investigation in the purchasing 

literature. While the majority of contributions focus on environmental issues using different 

terms like ‘green supply,’ ‘green purchasing,’ or ‘environmental purchasing’ (Caniato et al., 

2012; Carter and Carter, 1998; Côté et al., 2008; Grandia et al., 2015; Hall, 2000; Hsu and Hu, 

2009; Kovács, 2008; Miemczyk et al., 2012; Mintcheva, 2005; Zhu et al., 2008), only a few 

focus on social issues under the umbrella of ‘ethical sourcing’ or ‘purchasing social 

responsibility’ (Carter, 2005; Carter and Jennings, 2004; Hutchins and Sutherland, 2008; 

Roberts, 2003). Integrating environmental and social issues in the fields of supply chain 
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management and PSM has recently received growing attention (Boyd et al., 2007; Carter and 

Rogers, 2008; Linton et al., 2007; Seuring and Müller, 2008; Wu and Pagell, 2011), 

highlighting the potential benefits of a combined approach (e.g. Bals and Tate, 2018; Beske et 

al., 2008; Carter and Rogers, 2008; Matos and Hall, 2007; Montabon et al., 2016; Pagell and 

Wu, 2009; Yawar and Seuring, 2015). Boyd et al. (2007) focus on the impact of monitoring 

levels along social and environmental dimensions. They argue that higher monitoring levels 

will not necessarily increase supplier compliance, although the information asymmetry between 

buyer and supplier will be decreased. Instead, close monitoring may even damage buyer-

supplier relationships. It can signal distrust on the part of the monitoring party, wherein a 

common reaction by the distrusted party is to engage in retaliatory behavior such as 

noncompliance. Linton et al. (2007) provide a comprehensive overview on sustainability issues 

in supply chains. They acknowledge that both natural sciences and social sciences need to be 

considered in the discussion of supply chain sustainability. In their extensive literature review, 

Seuring and Müller (2008, p. 1706) conclude that “an integrated perspective is required for 

future research where social issues in particular and the interrelation of the three dimensions 

need to be investigated much further.” Moreover, they state that “the quest for reaching the 

performance frontier has to include the environmental and social dimension as well, taking the 

trade-off debate to a further, broader level.” Although these authors mention a trade-off 

situation between the three dimensions of sustainability, with additional costs supposedly being 

a major barrier to sustainable actions, none of the studies actually explores whether or not 

purchasing managers are willing to pay a premium for compliance with sustainability standards.  
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2.2 Willingness to Pay for Sustainability 

Existing studies on WTP for sustainability have so far only been carried out in a B2C 

context (Auger et al., 2008; Elliot and Freeman, 2001; McGoldrick and Freestone, 2008). The 

research presented in this paper intends to close this research gap by measuring WTP for 

assuring sustainability in purchasing. Most of them focused on hedonic products such as 

chocolate or coffee (Arnot et al., 2006; De Pelsmacker et al., 2005a; Didier and Lucie, 2008; 

Loureiro and Lotade, 2005). While Arnot et al. (2006) found that “purchasers of fair trade 

coffee were much less price responsive than those of other coffee products,” De Pelsmacker et 

al. (2005a) found that “consumers’ buying behavior is not consistent with their positive attitude 

toward ethical products” when considering the characteristics of each individual.  

The focus of previous studies has been on three sustainability dimensions: (1) human 

rights, (2) labor, and (3) the environment. Two studies stand out having examined all three of 

these dimensions simultaneously. Didier and Lucie (2008) applied a BDM (Becker-DeGroot-

Marschak) lottery to estimate the WTP of consumers for chocolate with an organic and fair 

trade label. Loureiro and Lotade (2005) estimated WTP for fair trade, organic, and shaded 

coffee, applying a contingent valuation approach. Products with a fair trade label can be seen 

as being produced under the protection of human rights and labor standards according to the 

Fair Trade Organization (FLO, 2010). The organic label can be seen as a representative for the 

environmental dimension. De Pelsmacker et al. (2005a) examined WTP for fair trade coffee; 

however, they did not concentrate on the environmental dimension. In contrast, Auger et al. 

(2003), and Auger et al. (2008), focus on the environmental and labor dimensions, applying a 

choice experiment to determine the WTP for different products. To the best of our knowledge, 

the majority of other studies focused only on the environmental dimension (Arnot et al., 2006; 
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Elliot and Freeman, 2001), but there are some prior studies that estimated ethical price 

premiums in more general terms (e.g., McGoldrick and Freestone, 2008). 

The results of these studies reveal large differences in price premiums. While Didier 

and Lucie (2008) found a relatively low additional WTP of 2.4-3.3% for organic and fair trade 

labelled chocolate products, Loureiro and Lotade (2005) found a wide range of 4.9-48.1% for 

ethical and environmentally sound labelling programs with respect to coffee. Elliot and 

Freeman (2001) found that consumers would pay an ethical price premium of 28% for an item 

worth $10, while the price premium for an item worth $100 would only be 15%. Based on this 

discussion, we conclude that previous research on WTP for sustainability in B2C contexts does 

not contribute to answering the research questions stated in section 1. The results obtained from 

earlier studies are neither suitable for assessing the price premium a purchasing manager is 

willing to pay for assuring sustainability, nor do they provide insights and guidance on how to 

influence them. Different arguments provide support for this reasoning: first, the estimates for 

price premiums are largely varied, so a consistent pattern cannot be detected. Accordingly, 

retrieving a specific range of price premiums purchasing managers could be provided with 

when estimating their willingness to pay is difficult. Second, consumers do not face the risk of 

negative consequences when purchasing non-sustainable products. In contrast, purchasing 

managers may risk their job when sourcing from non-sustainable suppliers. Finally, incentives 

for buying sustainable products differ between consumers and purchasing managers. While 

consumers may purchase a sustainable product due to their internal beliefs, purchasing 

managers often receive economic incentives. This motivates the analysis presented in the 

remainder of our paper.  
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2.3 Individual Values and Characteristics Influencing Willingness to Pay 

Individual Values of Employees 

Because we are also interested in the factors that may influence WTP, not just 

purchasing managers’ WTP, we briefly discuss individual values and characteristics that may 

have an influence on the purchasing managers’ WTP. Individual values are defined as “an 

enduring belief that a specific mode of conduct or end-state of existence is personally or socially 

preferable to an opposite or converse mode of conduct or end-state of existence” (Rokeach, 

1973, p. 5). The extant literature has found that individual values are an important antecedent 

to decision-making and behavior in business and organizational contexts (England, 1967; 

Mayton et al., 1994). Ethical behavior and social responsibility (Meglino and Ravlin, 1998; 

Shafer et al., 2007; Weber, 1993), as well as environmental concern (Fukukawa et al., 2007; 

Schultz, 2001; Schultz and Zeleny, 1999; Stern and Dietz, 1994; Stern et al., 1995), are 

specifically influenced by individual values. Schwartz (1992, 1994) has presented a widely used 

and well-established typology and measurement instrument for individual values. More 

precisely, he identified ten motivational value types. These value types are interrelated 

inasmuch as they share motivational goals. As such, they can be grouped into four higher-order 

value types: self-transcendence (relating to universalism and benevolence), conservation 

(relating to tradition, conformity and security), self-enhancement (relating to achievement and 

power) and openness to change (relating to self-direction, stimulation, and hedonism) (for 

detailed definitions of the individual values see Schwartz (1994)).  

Shafer et al. (2007) found a significant relationship between self-transcendence values 

(universalism and benevolence) as well as conservation values (tradition and conformity) and 

the perceived importance of ethics and social responsibility. These results are also supported 
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by Fukukawa et al. (2007), who found similar results with respect to the relationship of values 

and attitudes toward social and environmental accountability.  

2.4 Individual Characteristics 

In a general context, Schlegelmilch et al. (1996, p. 35) argue that “socio-demographic 

and personality indicators have had only limited success in profiling consumers according to 

their environmental purchasing behavior.” Analyzing these influencing factors in the specific 

setting of measuring WTP in a B2C context, De Pelsmacker et al. (2005a) found that the 

indicator of gender does not have an influence on the WTP for fair trade labelled coffee. 

Although this result is in line with other studies that examined the influence of gender on ethical 

decision-making in a general context (e.g., Sikula and Costa, 1994; Tasalikis and Ortiz-

Buonafina, 1994), there are also some studies that provide evidence that gender can have an 

influence if and when interacting with income or age. Loureiro and Lotade (2005, p. 135) found 

that “female respondents with high income, and more sensitivity toward environmental issues 

are more likely to pay a price premium for fair trade and shade grown coffee.” Similarly, Auger 

et al. (2003) found that gender has an influence on the WTP for social product features when 

interacting with age. Another demographic variable many studies identified as a driver of WTP 

for sustainable product features is age. Results with respect to age were more consistent when 

compared to gender, revealing that younger participants have a higher WTP (Loureiro and 

Lotade, 2005; McGoldrick and Freestone, 2008).  

2.5 Professional Characteristics 

In addition to individual characteristics, professional characteristics may also have an 

influence on purchasing managers’ decision-making. Carter and Jennings (2002) find that 

purchasing managers have to focus on coordinating with suppliers in order to foster 

sustainability. This is the case especially when sourcing from emerging markets because 
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coordination with suppliers is inherently more difficult in those contexts (Amaeshi et al., 2008). 

Therefore, involvement with and knowledge about suppliers are important drivers of 

sustainability in purchasing (Ellram et al., 2008). Additionally, purchasing experience 

(Labuschagne and Brent, 2008), involvement with corporate social responsibility (CSR) 

(Pullman et al., 2009), and the percentage sourced from emerging markets are criteria that may 

influence purchasing managers’ decision-making. For example, a purchasing manager who 

sources mostly from emerging markets and has long-term working experience in the field of 

PSM, especially with respect to CSR, will dispose of more expertise than an employee who 

recently started working in this specific field. Accordingly, he/she has better knowledge of the 

possible consequences of non-compliant behavior and, therefore, will also consider stronger 

environmental and social criteria when selecting new suppliers. Finally, the purchasing volume 

a purchasing manager is responsible for (Ulaga and Eggert, 2006) and the number of employees 

reporting to the purchasing managers (Das and Narasimhan, 2001; Olsen et al., 2006) have been 

identified as factors that influence decisions taken by purchasing managers.  

2.6 Firm-related Characteristics 

The existing literature suggests that firm characteristics, e.g., turnover, number of 

employees, and industry sector, may influence the propensity to engage with sustainability-

related activities (e.g., Baden et al., 2009; Carter, 2000b; Hall, 2000). Larger firms, for example, 

possess better resources to adopt sustainable business practices or react to new market pressures 

(Hunt and Auster, 1990; Walley and Whitehead, 1994). In line with these results, Williams et 

al. (1993) found that small companies with less than 100 employees do not perceive 

environmental pressures as existent and, consequently, do not consider them as an important 

part of their business strategy. Furthermore, the industry sector of the focal firm may impact 

the sustainability-orientation of its business practices (Tate et al., 2010). Hall (2000, p. 459) 
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states that “consumer pressure is almost entirely focused on recognizable consumer goods,” 

which are predominantly produced by large, multinational firms. In turn, manufacturers of 

intermediate goods pay little attention to sustainability-related business practices brought 

forward by customer demand (Williams et al., 1993). Somewhat related to the previous line of 

reasoning, the distance from the end consumer to the focal firm may also be a decisive factor. 

The closer the company is to the end consumer, the more it will respond to customers’ 

immediate pressure to engage in certain sustainable business practices (Hall, 2000; Schmidt et 

al., 2017).  

In addition to the mentioned firm-related characteristics, companies are also 

characterized by their ethical culture. Treviño et al. (1998) identify four elements that constitute 

ethical culture: (1) ethical behavior of top management, (2) obedience to authority, (3) 

incentives, and (4) the implementation of a code of conduct (CoC). According to Treviño et al. 

(1999), top managers can actively influence the behavior of their employees by being role 

models of ethical behavior. At the same time obedience to authority has been found to 

significantly harm ethical culture. For example, Goebel et al. (2012) found that within “a 

purchasing organization with a strong focus on obedience to authority, purchasing managers 

may be more likely to only fulfill the instructions of a supervisor to select a new supplier at the 

lowest cost without questioning, for example, labor standards at the supplier’s plant.” 

Moreover, Weaver et al. (1999) provide evidence that the implementation of a CoC influences 

ethical behavior. Similarly, Treviño et al. (2000) also indicate that incentives (i.e., the 

application of rewards and punishment) are a powerful instrument to influence ethical behavior. 

In this context, ethical behavior has been clearly linked to decision-making with respect to 

sustainability. According to Svensson et al. (2010, p. 2) “one cannot have truly sustainable 

business practices without being focused upon being ethical.” Accordingly, ethical behavior 



Accepted version status August 20, 2018 

18 

 

and sustainability are “intertwined and inseparable [because] if one adopts an ethical stance 

then one should naturally be doing business in a sustainable way” (Svensson et al., 2010, p. 2).  

From the previous discussion, we can conclude that values and characteristics have been 

analyzed on a rather general level with respect to sustainability. So far, however, nobody has 

analyzed how these factors may influence the WTP of purchasing managers. Therefore, we 

include these factors in our analysis to obtain insight into the potential drivers of WTP to assure 

sustainability in a B2B context.  

3 Research Method 

First, we conducted four in-depth interviews with purchasing managers to specify an 

appropriate purchasing situation and to identify the relevant levels of assurance. Second, we 

conducted a pretest to identify the range of acceptable and realistic price premiums, as well as 

the level of sustainability dimensions important to purchasing managers. Third, the results of 

this preliminary analysis were then used to design a large-scale main study that employs choice-

based conjoint analysis (CBC) to estimate purchasing managers’ willingness to pay a price 

premium for different levels of sustainability assurance.  

3.1 Preliminary Study 

3.1.1 Purchasing Situation 

One of the key objectives of our preliminary study was to identify a hypothetical but 

realistic purchasing situation, which is both as representative as possible of the decisions 

purchasing managers face, while at the same being appropriate for conducting a conjoint 

analysis. Since previous studies (with consumers) have revealed that participants exhibit large 

differences in their WTP depending on the specific purchasing situation (e.g., Didier and Lucie, 

2008; Loureiro and Lotade, 2005), the definition of an appropriate purchasing situation was 
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particularly critical for our analysis. We conducted semi-structured in-depth interviews with 

four purchasing professionals to define a suitable purchasing situation. The interviewees came 

from industry and research. One professional worked as the head of purchasing in a leading 

international pharmaceutical company. Two professionals worked as consultants and trainers 

with purchasing managers from different leading companies. Additionally, we interviewed an 

academic who specialized in purchasing. All of the respondents in this initial phase of our 

analysis had been dealing with sustainability related issues for at least five years.  

The in-depth interviews revealed four essential factors for a purchasing situation in 

general, and with respect to sustainability in particular: (1) the strategic relevance of the 

purchased product, (2) the country from which the product is sourced, (3) the number of 

suppliers available, and (4) the volume and price of the sourced product. Strategic importance 

is a characteristic that signals purchasing managers to pay special attention to any of the 

product’s properties. The country of origin implicitly reveals information on the average level 

of compliance with sustainability standards and the risk of misconduct. For example, 

compliance with sustainability standards in emerging markets is assumed to be lower than in 

developed countries. Accordingly, the interviewees assigned a high-risk profile to countries 

from emerging markets. The number of available suppliers is also a decisive factor. A supplier 

in a monopoly position, for example, would limit options for forcing compliance with different 

sustainability dimensions because alternative sources are lacking. Therefore, we created a 

purchasing situation in which purchasing managers faced multiple new suppliers, each of whom 

provided distinct sustainability characteristics. Finally, the price and volume of the purchased 

product emerged as an important characteristic in the construction of a representative 

purchasing situation. Purchasing managers need to know the total amount to pay for a product 

in order to have a point of reference for the price premium. The in-depth interviews revealed 
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that a purchasing volume of €800,000 would be a feasible volume to which the majority of 

purchasing managers could relate, based on their professional experience.  

As a result of our initial interviews with purchasing professionals, we defined the 

following purchasing situation: purchasing managers have to source a product from one out of 

multiple new suppliers located in emerging markets, with high strategic importance for the 

purchasing firm, and which has a purchasing volume of €800,000.  

 

3.1.2 Levels of Assurance 

The second objective of the in-depth interviews was to identify relevant levels of 

assurance of compliance with sustainability dimensions. As highlighted previously, a supplier 

can take different measures to demonstrate compliance with sustainability dimensions. We 

intended to group these measures into distinct categories that constitute different levels of 

assurance for the purposes of this analysis; since there is no prior research that guides us in 

identifying the right levels of assurance, we chose to apply an inductive approach. We asked 

the purchasing professionals which levels of assurance they considered to be most relevant to 

assure compliance, and also asked them to group them into relevant categories ranging from 

low to high levels of assurance. We provided the purchasing professionals with the UNGC as 

a reference framework for the different sustainability dimensions because of its wide-ranging 

recognition and acceptance. Three levels emerged from our interviews with the purchasing 

professionals: (1) The lowest level of assurance was defined as the suppliers signing a contract 

with clauses that ensure compliance with one or more dimensions of the UNGC. This level was 

taken as a base case because it is common practice and induces no, or very little (additional), 

cost for the suppliers. As outlined previously, however, contractual clauses may be difficult to 

enforce and thus do not provide very strong assurance of compliant behavior on the supplier’s 
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side. (2) In addition to this base level, a “medium” level of assurance was identified by the four 

purchasing professionals: suppliers furnish manuals with guidelines to assure that they are 

compliant with one or more dimensions of the UNGC. By developing manuals, suppliers 

demonstrate that they take the subject seriously, but may also already induce higher costs for 

the suppliers. Still, it provides a more credible measure for demonstrating compliance than 

contractual clauses. (3) The highest level of assurance included the two lower levels while 

encompassing the idea that suppliers are audited and agree to unscheduled on-site visits in order 

to demonstrate that they are compliant with one or more dimensions of the UNGC. External 

audits, in combination with unscheduled on-site visits, imply considerably higher costs for the 

suppliers because companies have to establish processes to guarantee that their company is 

behaving sustainably and receive certificates from external auditing agencies; however, at the 

same time, they provide the most credible evidence for being compliant.  

3.1.3 Acceptable Price Premium 

After having identified an appropriate purchasing situation and suitable levels of 

assurance of compliant behavior, we conducted a paper-based pre-test. The main objective of 

the pre-test was to validate the purchasing situation and the levels of assurance, define the 

relevant dimensions of sustainability, and to define a relevant range for the price premiums. 

Knowing the range for feasible price premiums is a prerequisite for designing the stimuli for 

the conjoint analysis. A total of 18 purchasing managers participated in the pre-test. Participants 

were selected from different executive courses in purchasing (but not related to sustainability), 

which were held at the university of one of the authors. The respondents’ companies sourced, 

on average, 14% of the overall purchasing volume from emerging markets. The respondents’ 

average work experience in the field of purchasing was 14 years.  
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To identify an appropriate range for the price premiums, we applied a contingent 

valuation approach. We confronted the respondents with the purchasing situation outlined 

above and asked them to directly state how much they are willing to pay for alternative levels 

of assurance for the different dimensions of the UNGC. With respect to the level of assurance, 

we decided to ask only for the price premium of the lowest and highest levels of assurance, as 

they are most relevant for determining the lower and upper bound of the price range. The results 

revealed that the majority of the purchasing managers indicated a rather low price premium, 

ranging between 0 and 2%. A few participants, however, indicated a high price premium, 

ranging around 5%.  

WTP measurement with conjoint analysis necessitates that we estimate price utility 

functions based on the price range applied in the conjoint design. Thus, the accuracy of the 

price utility function depends heavily on the prices used in the design. Based on the results of 

our preliminary study, we chose 0%, 1%, 2%, and 5% as relevant levels. The price range chosen 

is an outcome of a tradeoff between more accuracy in the lower price range, which more 

participants indicated in the preliminary study, while at the same time accounting for potential 

higher price premiums that can only be captured by including them in the research design.  

3.1.4 Dimensions of Sustainability 

The second part of the pretest concentrated on defining the relevant dimensions of 

sustainability for our study. As described above, we built upon the UNGC, which defines four 

dimensions with a total of 10 principles. We adapted these principles to a purchasing context 

(see Table 1). 

Dimensions of UNGC Principles of UNGC 

Human Rights 

Suppliers support and respect the protection of internationally 

proclaimed human rights. 

Suppliers make sure that they are not complicit in human rights 

abuses. 
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Labor Standards 

Suppliers uphold the freedom of association and the effective 

recognition of the right to collective bargaining. 

Suppliers do not permit any form of forced and compulsory labor. 

Suppliers do not permit any form of child labor. 

Suppliers do not discriminate in respect of employment and 

occupation. 

Environmental 

Standards 

Suppliers support a precautionary approach to environmental 

challenges. 

Suppliers promote greater environmental responsibility. 

Suppliers develop and diffuse environmentally friendly 

technologies. 

Anti Corruption Policies 
Suppliers proactively work against corruption in all its forms 

including extortion and bribery. 

Table 1: Adapted Dimensions of UN Global Compact 

In general, we wanted to know whether purchasing professionals bear these factors in 

mind, and in particular, whether they only think of the four dimensions (meta-level) or if they 

would distinguish between individual principles. To examine this, we used a 7 point Likert-

type scale asking the 18 pretest respondents how important each principle is for their purchasing 

decisions, with 1 being ‘not important’ to 7 being ‘very important.’ We applied correlation 

analysis to analyze the four dimensions of the UNGC. Correlation analysis revealed high 

correlations between the single principles of each dimension. Therefore, we concluded that 

respondents do not (strongly) distinguish between single principles, but mainly focus on the 

four “global” dimensions of the UNGC. Based on these results, we decided to include the 

UNGC sustainability dimensions of human rights, labor, environment, and anti-corruption in 

our analysis.  

3.2 Main Study 

3.2.1 Dealing with demand effects 

Since purchasing managers’ reactions to sustainability topics relate to social norms, one 

issue of concern in this study may be demand effects (Zizzo, 2010). Zizzo (2010) distinguishes 

two types of demand effects. The first type is social desirability bias. The second type is 
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cognitive demand effects that may occur for two reasons. First, they may occur when “subjects 

try to make sense of the unfamiliar and incompletely defined experimental environment based 

on the instructions, cues and feedback they receive” (Zizzo, 2010) and, as a result, have biased 

responses due to the investigator’s influence. Second, the very act of belief elicitation, i.e. 

directing respondents’ attention to a specific variable of interest, may change their behavior 

with regard to this variable, i.e. changing their beliefs (Zizzo, 2010). Although demand effects 

cannot be completely ruled out in our study, we took several steps to limit them. In the following 

sections, we will outline in detail how we considered demand effects when we designed the 

study.  

3.2.2 Data Collection and Response Rate 

The main study consisted of two parts, namely the conjoint experiment and a 

questionnaire to gather additional information about the respondents and their companies. We 

used a third-party web-hosting survey service to collect answers for both parts.  

The data was collected in Germany in 2009. Although the data was collected a few years 

ago, we are confident that the dataset is still valid today, as the insights reflect and fit the recent 

context for several reasons. First, we do not expect that price premiums are subjected to strong 

volatility. Second, we have measured WTP in terms of relative values, i.e. percentages, and not 

in absolute terms. Therefore, we do not expect that effects, such as inflation, that may change 

reference prices will have an influence on the results. Finally, the study was conducted in 

Germany where macro environmental factors, such as the economic environment, have been 

quite stable since data collection. Moreover, the speed with which sustainability considerations 

have been taken up in research and practice has been rather slow (Pagell and Shevchenko, 

2014), and lack of compliance with sustainability standards is still a common issue in global 



Accepted version status August 20, 2018 

25 

 

supply chains (Blome et al., 2017). Thus, the general context in which the data was collected 

does not substantially differ from the current context in which companies operate. 

Germany seemed particularly suitable for our research purposes for two reasons. First, 

Germany is a highly globalized country with a strong economy (Gygli et al., 2018). German 

companies source products from all over the world and therefore, the results are relevant for 

many suppliers on a global scale. Second, as mentioned previously, sustainability is a topic that 

relates to social norms, so answers may be sensitive to social desirability biases. According to 

Steenkamp et al. (2010) German respondents are less susceptible to social desirability biases 

when compared, for example, to US respondents. Their study investigates how susceptible 

questions relating to environmental consciousness are to social desirability bias. The data for 

Germany indicates a negligible relationship between social desirability and environmental 

consciousness. Thus, social desirability biases may be less of an issue when conducting a study 

in Germany.  

Note that the results should be interpreted in the light of this country context.1 Country 

specific factors such as culture or economic development may influence the propensity to pay 

a price premium for sustainability (Shafer et al., 2007). As such, purchasing managers in other 

countries may not respond in the very same way.  

The recruitment of respondents was as follows: in a first round, we sent an individually 

addressed e-mail to 286 purchasing professionals who had formerly participated in different 

trainings and courses (which were not related to sustainability topics). The e-mail contained a 

short description of the study with a request to participate. We also announced a summary of 

the results and, to encourage participation, free participation at a closing event where the study 

                                                 

1 We thank an anonymous reviewer for this comment 
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results would be presented. In a second round, we called all participants to inquire if they 

received our mail and whether they would participate.  

If we received approval, we scheduled interviews and sent respondents a link to the 

questionnaire immediately before the interview. To ensure minimization of demand effects that 

may occur due to interventions of the interviewer, we developed an interview guideline and 

trained the research team. The interviewer introduced her/himself and mentioned that the study 

served as the basis for a new sourcing code to be developed. Thus, the purpose of the study was 

obfuscated without using deception, as recommended by Zizzo (2010) as one strategy to deal 

with demand effects.  

Respondents answered the questions individually, but the interviewer was on the line to 

assist the respondent in case she/he had any questions. The respondents entered their answers 

by themselves and the interviewer did not directly monitor the answers. Thus, we aimed to keep 

potential interviewer biases as low as possible. At the beginning of the survey, the interviewer 

explained that an important part of the survey would be a conjoint analysis. After that, she/he 

explicated the attributes included in the stimuli and the procedure of the conjoint analysis.  

We believe that this approach had several advantages. The duration of the interviews 

was relatively long (particularly because of the conjoint task) and took between 45-60 minutes. 

Accompanying the interviews on the telephone increased respondents’ motivation to fill out the 

whole questionnaire. It also helped to increase respondents’ understanding of the conjoint task 

and the various attributes that were included.  

A total of 59 purchasing professionals participated in our study, leading to a response 

rate of 20%. For CBC, Johnson suggests a minimum sample size of 



nta

c
 500, where 



n 

denotes the number of respondents, 



t  the number of tasks, 



a the number of alternatives, and 
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c the largest number of attributes for one level. In our analysis we have 
𝑛𝑡𝑎

𝑐
=

59𝑥16𝑥3

4
= 708, 

which exceeds the lower bound suggested by Johnson (Orme, 2014). Therefore, we conclude 

that sample size is large enough for our analysis.  

3.2.3 Measures and Stimuli Development 

We used choice-based conjoint analysis (CBC) to measure WTP for the different 

sustainability dimensions and levels of assurance. CBC combines conjoint analysis and discrete 

choice analysis (Louviere and Woodworth, 1983), posing several advantages (Desarbo et al., 

1995; Oppewal et al., 1994). First, CBC closely resembles a real purchase decision because 

respondents indicate their choice of a product profile within a choice set of alternatives. Using 

CBC instead of contingent valuation to measure the WTP for sustainable behavior aims to 

minimize a bias caused by social desirability which is likely to occur in this context (Auger and 

Devinney, 2007). CBC is supposed to be superior to contingent valuation, which has been used 

in the majority of previous studies linking sustainability and WTP (e.g., De Pelsmacker et al., 

2005a; Elliot and Freeman, 2001; McGoldrick and Freestone, 2008), because decision makers 

“are forced to balance features, instead of merely indicating the importance of a list of issues 

using unconstrained responses” (Auger et al., 2008, p. 183).  

Prior to the conjoint experiments, the respondents were introduced to the purchasing 

situation as defined in our pre-test. Additionally, we described in detail the four dimensions of 

the UNGC and the three levels of assurance in the introductory part of the questionnaire.  

We followed Huber and Zwerina (1996) for the development of the orthogonal design 

of the conjoint study. A total of 16 choice sets, each composed of three different stimuli and 

one no-choice option, were devised. Each stimulus reflected the characteristics of an individual 

supplier. The first attribute included the three levels of assurance identified in the in-depth 
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interviews. The next four attributes included the dimensions of the UNGC, each having attribute 

levels of yes or no. We included the price premium as the final attribute in the conjoint design 

with 0%, 1%, 2%, and 5% as attribute levels. 

3.2.4. Results Estimation 

We apply CBC analysis in combination with a Hierarchical Bayes approach, as 

proposed by Allenby and Ginter (1995) and Arora and Huber (2001). This is the standard 

estimation procedure for the parameters of a discrete choice model as, for example, illustrated 

by Allenby et al. (2005), Ding (2007), and Moore (2004). The notion ‘hierarchical’ refers to 

the fact that there are two levels of analysis: (1) individuals’ partworths are estimated, (2) 

aggregate measures as average partworth and partworth heterogeneity are derived. The 

parameters are estimated in an iterative manner (Allenby and Ginter, 1995) and are based on a 

multinomial logit model, which estimates the probability that a particular respondent will 

choose a particular alternative in a particular choice task (Ding et al., 2005).  

We used Sawtooth Hierarchical Bayes software v4.4.6 to estimate the relevant 

parameters. In each study, 10,000 preliminary iterations and another 10,000 draws per 

respondent were used in order to generate parameter estimates. The root likelihood was 0.58, 

meaning that our model is approximately 2.32 times better than the ‘pure chance’ (or ‘naïve’) 

model with four choice options in each task.  

4 Data Analysis and Results 

Based on the research questions, we shed light on the average price premium for 

different levels of assured compliance along the four dimensions of the UNGC for our entire 

sample population as a first step. In a second step, we provide insights into the choice behavior 

of individuals for different levels of assured compliance along the dimensions of the UNGC 
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with respect to the price premium to be paid. Finally, we investigate the characteristics and 

individual values that may influence the previously outlined choices.  

4.1 Price Premium for Compliance with the UNGC 

In our first analysis, we determined the average additional price premium that our entire 

sample population of purchasing managers would be willing to pay to assure the different 

dimensions of sustainability via the use of manuals and accreditation. We used the minimum 

level of assurance (i.e., a contract ensuring compliance with all dimensions of the UNGC) as a 

reference point and determined how much more the purchasing managers would pay for higher 

levels of assurance (i.e., through manuals or accreditation). We used standard procedures for 

estimating individuals’ WTP (Sichtmann et al., 2011; Wilken and Sichtmann, 2007). First, we 

approximated each respondent’s price utility function for a given combination of level of 

assurance and sustainability dimension through linear interpolation. Then, we set the WTP as 

the price premium leading to a utility of zero. Finally, we averaged this price premium across 

all respondents to obtain the average price premium for our sample population. Table 2 shows 

the average price premiums that purchasing managers in our sample are willing to pay for the 

individual dimensions of the UNGC by means of manuals and accreditation. 

 
Dimension(s) 

assured by contract 

Dimension(s) 

assured by manual 

or accreditation 

Price Premium for 

dimensions assured 

by manual 

Price Premium for 

dimensions assured 

by accreditation 

HR+LA+AC EN 0.39% 1.03% 

HR+LA+EN AC 0.42% 1.01% 

HR+EN+AC LA 0.60% 1.25% 

LA+EN+AC HR 0.14% 0.91% 

EN HR+LA+AC 0.90% 2.11% 

AC HR+LA+EN 0.95% 2.52% 

LA HR+EN+AC 0.88% 2.09% 

HR LA+EN+AC 0.48% 1.56% 

None HR+LA+EN+AC 1.53% 2.59% 

HR: Human Rights; LA: Labor Standards; EN: Environmental Standards; AC: Anti-Corruption 

Standards 
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Table 2: Price Premiums for Different Levels of Assurance Along the Dimensions of the 

UNGC 

 

Our results revealed an average price premium of 1.53% if suppliers assure compliance 

with all dimensions of the UNGC through manuals, and 2.59% if they do the same through 

accreditation. This confirms the results from the interviews conducted during our preliminary 

study. Purchasing managers not only differentiate between different levels of assurance and 

prefer, for example, accredited suppliers over non-accredited suppliers, but they also, on 

average, are willing to pay a price premium for higher levels of assurance of the dimensions of 

the UNGC. Although manuals are a more credible measure for demonstrating compliance with 

certain standards than contractual clauses, they cannot be enforced and are also difficult to 

verify. Still, the purchasing managers in our sample are, on average, willing to pay a price 

premium for manuals that demonstrate compliance with the UNGC. This is a surprising result 

which merits more detailed analysis and discussion. 

A contract may obligate the supplier to comply with the UNGC; however, as described 

previously, a contract cannot prevent misbehavior, leaving a high degree of uncertainty on both 

sides. The buyer cannot be sure if and how the supplier actually complies with the UNGC, 

while on the other hand, the supplier cannot be sure of meeting the buyer’s expectations. 

Manuals may substantially reduce uncertainty on how the supplier (intends) to comply with the 

UNGC. The buyer may judge, based on the presented manual, whether their expectations are 

reflected by the supplier. If not, he/she may renegotiate the contract or specifically ask the 

supplier to include additional measures; however, some uncertainty still persists at this level. 

First, whether the supplier actually follows the proceedings described in the manual remains 

uncertain. Second, the buyer cannot be sure if the measures fully comply with the expectations 

of its ‘responsible’ stakeholders who expect the company to take any reasonable measure to 
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protect the organization from any harm, including loss of reputation. The existence of a price 

premium for manuals suggests that the purchasing managers in our sample consider manuals 

as more credible measures than contracts to substantially reduce the risk of non-compliant 

behavior on the supplier’s side. The lack of enforcement of manuals and external validation 

does not appear to have severe limitations for their credibility. The average price premium of 

1.53% provides evidence that the purchasing managers consider manuals as effective means of 

protecting their companies from negative consequences associated with non-compliant 

behavior.  

Accreditation by an independent third-party auditor may significantly reduce the 

remaining uncertainty related to a supplier’s compliance with the UNGC. Unscheduled on-site 

visits allow the auditor to assess whether the supplier actually complies with specified 

standards. As an expert in compliance with the UNGC, the auditor will also be able to evaluate 

if the measures taken by the supplier reflect state-of-the-art methods. The same holds true for 

the supplier, who once certified by the auditor, can be trusted to meet widely accepted 

standards. Beyond reducing the risk associated with non-compliant behavior of the supplier, 

accreditation entails another important benefit: working (only) with accredited suppliers 

provides much higher and more objective credibility towards external stakeholders (especially 

customers). In case an accredited supplier fails to comply, the purchasing manager can still 

make use of accreditation certificates to prove that the company has done everything in its 

power to prevent misbehavior. Clearly, this proof is difficult to establish if only manuals for 

UNGC compliance are in place. This argument provides an explanation for the higher price 

premium for accreditation in comparison to manuals. Although manuals also provide assurance 

that a supplier is compliant, they do not serve as strong a proof as internationally acknowledged 

accreditation certificates do. We can attribute (at least some part of) the additional price 
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premium for accreditation to the fact that the involvement of a neutral third party is an objective 

legitimization directed towards stakeholders of the company. In a more general sense, we can 

identify two forces that drive the price premium with respect to the level of assurance: the 

reduction of uncertainty and the increase of external reputation. These forces may not only be 

influenced by the level of assurance, but also by the individual dimensions of the UNGC. 

Therefore, we will next discuss the evaluation of the individual dimensions of the UNGC.  

The different dimensions of the UNGC induce varying levels of uncertainty to both 

buyers and suppliers, who in return may induce differing price premiums. For example, a 

company may have a wide range of knowledge on technical measures to decrease its 

environmental impact and be able to express the environmental impact in numerous, widely 

accepted measures, but at the same time may not have any expertise with respect to the social 

dimension(s) of the UNGC. Thus, a higher level of uncertainty may be related to defining and 

taking proper measures to comply with the UNGC in the social domain.  

Analyzing the price premiums for individual dimensions of the UNGC, we observed 

that, on average, purchasing managers are willing to pay the highest price premium for the labor 

dimension (1.25%), followed by the environmental (1.03%), anti-corruption (1.01%), and 

human rights (0.91%) dimensions when assuring the particular dimensions by accreditation and 

all other dimensions only by a contract. In case suppliers only provide manuals, purchasing 

managers are willing to pay the highest price premium for the labor dimension (0.60%), 

followed by anti-corruption (0.42%), environmental (0.39%), and human rights (0.14%) 

dimensions when all other dimensions are assured only by contract.  

To understand and interpret these results, different factors that might influence the 

individual price premiums must be considered. Clearly, the price premium should reflect 

purchasing managers’ perceptions of the relative importance of the individual dimension. On 
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the one hand, this relative importance may be driven by the public attention that certain 

dimensions receive. Poor working conditions or child labor, for example, may be considered as 

one violation of accepted sustainability standards, which have a very negative impact if 

detected. On the other hand, it may also play a role that determines to which extent purchasing 

managers consider assurance of certain dimensions as credible.  

As outlined previously, firms can decide to comply with different sustainability 

standards, such as the UN Global Compact or GRI Guidelines. None of these standards, 

however, imply specific processes for how to comply with them (Williams, 2004). As such, in 

some cases the dimensions do not reflect specific indicators to measure to which extent a 

supplier is compliant with them. Therefore, companies might not fully trust accreditation of 

certain dimensions. The UNGC, for example, provides the following principle: “Businesses 

should work against corruption in all its forms, including extortion and bribery”. This principle 

does not provide as clear a measurable understanding as, for example, the prohibition of child 

labor. In contrast to well-established certifications for environmental compliance, such as 

ISO14001, a well-developed, established, and internationally acknowledged certification for 

social issues did not yet exist at the time of the data collection. ISO 26000 was only introduced 

in 2010, and even then as a voluntary guideline.  

In this sense, one possible explanation for the lower price premium for the dimension 

of anti-corruption (if assured by accreditation) might be the fact that control for anti-corruption 

is more difficult to realize than it is for environmental compliance. Respondents might therefore 

not have faith that continuous compliance with anti-corruption standards can be assured. In 

contrast, manuals might provide higher credibility because they describe specific procedures 

for how companies can deal with the topic. This might explain the slightly higher price premium 

when compared to the environmental dimension, in the case of manuals being provided for anti-
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corruption. A further explanation, especially with respect to the environmental dimension, is 

the economic benefit caused by improving environmental standards and assuring compliance 

with them (Carter et al., 2000; Montabon et al., 2000). Carter (2000b) found that “activities in 

order to facilitate recycling, reuse and resource reduction” have a positive impact on firm 

performance. As such, purchasing managers might be willing to invest because environmental 

compliance might lead to savings. Finally, companies assigning less importance to this factor 

might also explain the difference in price premiums. A corruptive supplier would not cast such 

a negative cloud over the purchasing company as it would for the violation of labor standards, 

for example.  

The lowest price premium is for the dimension of human rights, which can be explained 

by its nature. In general, human rights are attributed to a country rather than to a specific 

company, and they do not have as clearly defined guidelines as labor standards. Therefore, 

purchasing managers might expect that human rights are inherently covered by labor standards, 

or there is nothing much an individual supplier could do about this dimension in a particular 

region or country.  

Against this background, observing the price premium for both human rights and labor 

together and comparing them with the environmental dimension is important. Since human 

rights and labor may be attributed to the social dimension, this allows us to analyze the two 

non-economic dimensions of the triple bottom line. The results show that purchasing managers 

are willing to pay an average price premium of 1.31% to reduce uncertainty related to the 

supplier’s compliance with the social dimension (i.e., human rights and labor) through 

accreditation. Comparing this price premium to the environmental dimension (1.03 % price 

premium for accreditation), we observe that purchasing managers attribute a higher importance 

to the social dimension.  
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The comparison of the price premiums for assuring individual dimensions by 

accreditation and assuring all dimensions by accreditations provides interesting implications 

for suppliers who are already accredited for an individual dimension. Adding any individual 

dimension only yields a marginal increase in the average price premium buyers are willing to 

pay. As such, the combination of individual dimensions is decisive for receiving the highest 

price premium and gaining competitive advantages. For example, when assuring three 

dimensions by accreditation (human rights, labor, environment) and one by contract (anti-

corruption), the additional WTP amounts to 2.52%. Comparing this result to the price premium 

when all dimensions are assured (price premium of 2.59%) demonstrates that the additional 

accreditation for the dimension of anti-corruption would only provide a marginal price premium 

of 0.07%.  

Summarizing our findings, we can observe that, on average, buyers are willing to pay a 

price premium for the assurance of individual dimensions as well as their combinations through 

manuals and accreditation. From a potential supplier’s point of view, this already provides 

important information on whether or not to expect additional revenues when demonstrating 

compliance. These insights, however, are based purely on average price premiums across the 

entire sample and do not allow us to infer actual purchasing behavior. As outlined in our 

introduction, there are arguments for and against the propensity for purchasing managers to pay 

a price premium. Although TCE provides reasoning as to why purchasing managers should be 

willing to pay a price premium to assure compliance of their suppliers, they still may align their 

decisions along the classical purchasing criteria (e.g., price and time). Therefore, we analyze 

the individual buying behavior of the purchasing managers in our sample in the next section. 

4.2 Individual Choices of Purchasing Managers 
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To obtain more detailed insights into the respondents’ individual behavior, we analyzed 

the relative number of purchasing managers who would pay varying price premiums for 

suppliers that fulfil certain levels of assurance and certain dimensions of sustainability. To 

obtain these results, we determined how many respondents would be willing to pay a price 

premium of 1%, 2%, and 5% if compliance was assured through accreditation or manuals for 

all dimensions of the UNGC, in comparison to a contract only. The results are illustrated in 

Figure 1.  

 

Figure 1: Relative Number of Purchasing Managers Selecting a Supplier  

 

We observed that price elasticity in the range of 0% to 1% is very high. This indicates 

that a large fraction of the respondents in our sample exhibit either a very low WTP or are not 

willing to incur any additional cost for higher levels of assurance. Only 32.2% (13.6%) would 

expend an additional 1% of the purchasing volume for accreditation (manuals). In our sample 

of purchasing managers, we found one group to be very price sensitive and only willing to pay 

a very low price premium, while a second group had low price sensitivity and was willing to 

pay a substantial premium if compliance is assured by manuals or accreditation. Figure 1 shows 
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that this finding is consistent for both the assurance of compliance through manuals as well as 

through accreditation. These results also provide some additional insights regarding the average 

price premium determined in the previous section: the positive average price premium 

associated with accreditation and manuals is mainly driven by the group of purchasing 

managers that exhibit low price sensitivity and a high WTP.  

5 Discussing the Drivers of Willingness to Pay (WTP) 

Clearly, we want to know which characteristics distinguish the two groups of purchasing 

managers in our sample. In our survey we collected a number of individual values, as well as 

individual, professional, and firm-related characteristics of the respondents (see section 2.3). 

Some of these variables included in the regression model were measured with multi-item scales 

based on established measurement scales. These multi-item scales, as well as the sources, are 

shown in the Appendix.  

We applied binary logistic regression analysis to investigate the impact of the different 

characteristics on the WTP. The dependent binary variable was coded 0 if a respondent 

belonged to the group with zero or extremely low WTP (i.e., < 0.01%) for assuring all 

dimensions by accreditation, and 1 if the respondent belonged to the group with a higher WTP. 
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Parameter Estimate p-value Standard 

Error 

exp b Lower/upper 95% 

confidence interval 

of exp b 

Individual Values Altruistic values -0.208 0.438 0.269 0.812 0.480 1.375 

 Traditional (or Conservation) values 0.082 0.752 0.260 1.086 0.652 1.807 

 Self-Enhancement (or Egoistic) values -0.563 0.051 0.289 0.569 0.323 1.004 

 Openness to change values  -0.210 0.437 0.271 0.810 0.477 1.377 

Individual Characteristics Gender -0.595 0.416 0.731 0.552 0.132 2.312 

 Age -0.037 0.303 0.036 0.964 0.899 1.034 

Professional Characteristics Annual purchasing volume of interviewee 0.000 0.292 0.000 1.000 1.000 1.000 

 Number of employees reporting to interviewee -0.004 0.847 0.019 0.996 0.959 1.035 

 Percentage sourced from emerging markets by interviewee 0.015 0.410 0.018 1.015 0.979 1.053 

 Work experience in purchasing -0.057 0.238 0.048 0.945 0.859 1.039 

 Years involved with CSR -0.080 0.172 0.058 0.923 0.824 1.035 

 Involvement with suppliers -0.078 0.684 0.191 0.925 0.637 1.345 

 Knowledge about suppliers -0.044 0.858 0.244 0.957 0.594 1.544 

Firm-Related Characteristics Annual turnover 0.000 0.205 0.000 1.000 1.000 1.000 

 Turnover spent on CSR 0.153 0.660 0.347 1.165 0.590 2.300 

 Annual purchasing volume 0.000 0.255 0.000 1.000 1.000 1.000 

 Percentage sourced from emerging markets 0.025 0.242 0.021 1.025 0.983 1.069 

 Number of full time employees 0.000 0.238 0.000 1.000 1.000 1.000 

 

Number of full time employees of the purchasing 

department 0.000 0.663 0.000 1.000 1.000 1.000 

 Distance to end customer -0.164 0.348 0.174 0.849 0.603 1.195 

 Industry 0.152 0.404 0.183 1.165 0.814 1.665 

 Company is member of the UNGC -0.102 0.847 0.531 0.903 0.319 2.558 

Ethical Culture Ethical Behavior of Top Management -0.037 0.891 0.269 0.964 0.569 1.632 

 Obedience to authority -0.971 0.005 0.345 0.379 0.193 0.745 

 Incentives -0.055 0.839 0.268 0.947 0.559 1.602 

 Code of Conduct 0.142 0.621 0.287 1.152 0.656 2.023 

Table 3: Total Effects of Characteristic Variables
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We determined the total effects of the characteristics variables one at a time. The results 

of our analysis are displayed in Table 3. 

Although previous research in a B2C context found that individual characteristics (i.e., 

demographics) influence the WTP for sustainability (e.g., Auger et al., 2008; De Pelsmacker et 

al., 2005a), we could not find such effects in our data. We did not observe a significant influence 

of professional characteristics (e.g., years of experience in purchasing) for all but one firm-

related characteristic. The affiliation of a company with the UNGC also did not have a 

significant effect. Since our statistical analyses did not immediately yield any explanations, we 

carefully examined the different groups of purchasing managers. The group of price insensitive 

respondents represented a variety of different industries (that were also represented in the group 

of price sensitive purchasing managers). We even found instances in which respondents from 

the same department of a single firm belonged to both groups. Therefore, individual traits likely 

influence the WTP for sustainability. Our results partially support this assumption. Our analysis 

revealed a significant negative influence of self-enhancement values on the willingness to pay 

a price premium. The results suggest that a purchasing manager who assigns a high value to 

authority, wealth, and the influence on subordinates will be less willing to pay a price premium. 

Surprisingly, we did not find a significant effect of self-transcendence on WTP. In particular, 

this value involves green and social aspects (see the specific measurement items in the 

Appendix for this value). Obviously, these do not directly translate to sustainable behavior in 

an organizational context. This finding should of course be viewed in light of the limitations of 

this study (small sample size, specific cultural context of Germany, and focus on specific 

values).  

We also found that, on a company level, the existence of an ethical culture characterized 

by obedience to authority has a negative impact on the willingness to pay a price premium. 
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Both constructs (i.e., self-enhancement values and obedience to authority) reflect similar 

characteristics, albeit on an individual and a firm-specific level. Self-enhancement values by 

definition encompass a high emphasis on authority on an individual’s level, while obedience to 

authority as part of the ethical culture of a firm refers to a (very similar) characteristic at the 

organizational level. In our sample, a low WTP for sustainability may be attributed not only to 

an individual purchasing manager with high self-enhancement values (including obedience to 

authority), but also to an organizational culture that fosters obedience to authority. Surprisingly, 

we did not find a significant correlation between obedience to authority as an element of ethical 

culture and self-enhancement values. This suggests that both factors can have separate effects 

and are not necessarily present at the same time, i.e., a purchasing manager with low self-

enhancement values may exhibit a low WTP if working in an organization characterized by a 

high level of obedience to authority. 

6 Conclusions and Implications for Research and Practice  

We set out with the research question: Are purchasing managers (of buying companies) 

willing to pay a price premium to assure compliance with sustainability standards? We 

presented two lines of reasoning, one that PSM’s cost-orientation will prevent WTP, and the 

other, based on TCE, that there would be WTP. Looking at the main results, purchasing 

managers indeed show willingness to pay a substantial price premium for manuals that 

demonstrate compliance with the UNGC. Furthermore, the results show that this WTP is mostly 

influenced (negatively) by self-enhancement (on the individual level) and/or obedience to 

authority (on the organizational level), but neither by company, affiliation with the UNGC, 

gender, or years of experience. Moreover, WTP is higher for the social than for the 
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environmental dimension, and the marginal effect of accreditation on WTP depends on which 

combinations of dimensions are accredited. 

6.1 Limitations and Suggestions for Future Research 

We have identified key characteristics and values that show an influence on the WTP for 

sustainability; however, besides obedience to authority as a part of ethical culture and self-

enhancement values, we did not find any characteristic that influences WTP to assure 

compliance with sustainability standards. Therefore, future studies should focus on further 

characteristics that may positively or negatively influence WTP. One example is the Decisional 

Balance Scale (DBS) to investigate buyers’ trade-off between “the personal cost of a potentially 

higher-priced product against the social benefit of a potentially more environmentally friendly 

purchase” (McGoldrick and Freestone, 2008, p. 189). The DBS could contributes to the further 

understanding of cognitive and motivational aspects of sustainable decision-making of 

purchasing managers (Janis and Mann, 1977; Velicer et al., 1985). Following Holt and Laury 

(2002), future research could account for individual risk preferences and, correspondingly, the 

individuals’ assessment of the risk that a supplier would act unsustainably, and then become 

disclosed. Subsequently, evaluating the expected negative impact of either one of those factors 

on the firm might provide a better understanding of how individuals’ inherent preferences 

regarding risk and sustainability are affected by corporate values, e.g. moderated or 

emphasized. 

Similarly, more explicit consideration of the level of “greenness” inherent to the 

individual decision maker, in this case the purchasing manager, could be worthwhile. While we 

capture “protecting the environment and preserving the nature” as an item of the self-

transcendence value, we do not consider additional variables related to the “greenness” of 
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purchasing managers. For example, individual green behavior such as private recycling 

behavior (Marans and Lee, 1993), environmental actions at home (Tudor et al., 2007), private 

green purchasing behavior, or green attitudes, such as environmental awareness or attitudes 

towards the environment and environmental behavior (Coskun, 2018), could be examined.  

A second limitation is the consideration of only one theory. Besides TCE, we did not 

focus on a specific theory, such as attribution theory, crime theory, or prospect theory, which 

could explain our results in more detail. According to attribution theory, for example, an 

individual always evaluates who or what may be blamed for the outcome of a cause (locus of 

causality), how much he/she might be held responsible for an outcome (controllability), and 

whether the cause will remain constant or not in the future (stability) (Weiner, 1986). If a 

purchasing manager perceives that he/she will not be held responsible for an outcome, or the 

outcome might not have a substantial impact, he/she might not be willing to pay a price 

premium.  

A third limitation of our study is the regional boundary (Germany) in which it was 

performed. The related cultural context might have influenced our results (e.g., Copper et al., 

2000; Goffin et al., 2006; Shafer et al., 2007).  

Moreover, as the data is from 2009, WTP for sustainability may have changed along 

with increasing maturity of sustainability issues in companies and demographic changes in the 

workforce. As mentioned earlier, however, the speed with which sustainability considerations 

have been taken up in research and practice has been rather slow (Pagell and Shevchenko, 

2014). In addition, even if sustainability issues have become more important in the past decade, 

our analysis is a rather conservative estimation of the price premium. Such an interpretation 

increases the validity of the main message of our study, which is that purchasing managers are, 

in principle, ready to pay a price premium for different levels of assurance of sustainability. 
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Nevertheless, a replication of our study with fresh data, as well as in other cultural contexts, 

might deliver further insights. There is a possibility that the relative importance of 

environmental versus social issues might have changed. One suggestion would be to use the 

now available and more specific ISO 14001:2015, rather than the chosen UNGC, to further test 

the effects. 

Fourth, the results were estimated on the basis of the responses of 59 purchasing 

professionals. As such, the generalizability of our results is limited. The sample size is rather 

small, and future studies could attempt to increase the sample size to further study the effects 

of this research and potentially offer various alternative explanations. Furthermore, purchasing 

professionals came from different company levels as well as from different industries. Future 

studies should study a larger sample population and consider specific company levels (e.g., 

operative and strategic purchasing managers) in order to consider additional influencing factors 

that have explanatory power (Treviño et al., 2015).  

Fifth, we have outlined how we have tried to minimize demand effects in our study. 

Although we were very careful in limiting social desirability biases and cognitive demand 

effects, we cannot completely rule them out. This should be kept in mind when interpreting the 

study results. Future studies should be particularly careful when considering demand effects in 

their design, and make efforts to further reduce them. Attribution theory, mentioned above with 

regards to our second limitation, might be particularly useful in this context. 

 

Finally, we only considered the WTP of buying companies without analyzing the effect 

of accreditation of suppliers in our study. Therefore, future research might concentrate on 

studying the dyadic relationship. By obtaining information from both buyers and suppliers, 
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research would be able to define the optimal solution for the level of assurance and the 

dimensions of sustainability on both sides of the dyadic relationship.  

6.2 Managerial Implications 

From a managerial perspective, our results pose a significant challenge for suppliers, 

who would clearly like to know to which extent their (corporate) customers value an additional 

effort for demonstrating compliance with sustainability standards. Ideally, a supplier would like 

to have buyers with a positive and homogenous WTP for higher levels of assurance. This would 

enable the supplier to determine the optimal level of assurance and price premium for a given 

customer base. Although we can hardly generalize our results, they do suggest that a supplier 

will likely not face such homogenous buyers, but individual purchasing managers with 

individual preferences and WTP. In such situations, a supplier charging a price premium for 

certain measures demonstrating compliance with sustainability standards would be difficult. 

Even if a differential pricing approach may in general be feasible, our results suggest that the 

WTP is driven by characteristics pertaining to individuals and are not easily observable from 

the outside. Accordingly, a segmentation of the supplier’s customer base seems inherently 

difficult. 

From a buying companies’ point of view, our results provide insights for managers on 

how to better incorporate sustainability in the PSM function. Since our results indicate that self-

enhancement values play an important role in assessing the WTP for sustainability, companies 

should develop clearly defined guidelines that limit the freedom of action of each purchasing 

manager with respect to sustainability, e.g., by sanctioning non-compliant behavior. More 

specifically, these guidelines have to assure that purchasing managers’ decision-making with 

respect to social and environmental sustainability is not guided by egoistic and self-

enhancement values. Furthermore, our results suggest that the ethical culture of a company may 
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influence how purchasing managers evaluate the activities a supplier takes (i.e., in the sense of 

being willing to pay a price premium) to assure compliance with sustainability standards. 

Managers may be able to influence decision-making by adapting new incentive mechanisms 

that assign higher values to sustainability criteria, while at the same time putting less emphasis 

on economic criteria in order to positively influence the ethical culture of a company. Clear 

communication, e.g. a sourcing code, may additionally enhance employees’ understanding of 

the values that form the ethical culture of the company.  
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Appendix 

Driver group Parameter Items Source  

Individual 

Values 

Altruistic values 

A world at peace, free of war and conflict  

Fritzsche and Oz (2007), 

Stern et al. (1998) 

Social justice, correcting injustice, care for the 

weak  

Protecting the environment and preserving the 

nature. 

Traditional  

(or Conservative) 

values 

Honoring parents and elders, showing respect  

Family security, safety for loved ones 

Self-discipline, self-restraint, resistance to 

temptation 

Self-Enhancement  

(or Egoistic) values 

Authority, the right to lead or command 

Influential, having an impact on people and 

events 

Wealth, material possessions, money 

Openness to change 

values  

A varied life, filled with challenge, novelty, and 

change 

An exciting life, stimulating experiences  

Curious, interested in everything, exploring 

Ethical 

Culture 

Ethical Behavior of 

Top Management 

Top Managers in our organization... 

... regularly show that they care about ethics. 

Treviño et al. (1998), 

Weaver et al. (1999) 

... guide decision-making in an ethical direction. 

... are models of ethical behavior. 

... represent high ethical standards. 

Obedience to 

authority 

Our organization demands obedience to 

authority 

People in our organization are expected to do as 

they are told 

The boss is always right in our organization 

Incentives 

Management in our organization disciplines 

unethical behavior when it occurs. 

Penalties for unethical behavior are strictly 

enforced in our organization 

Unethical behavior is punished in our 

organization. 

People of integrity are rewarded in our 

organization. 

Ethical behavior is rewarded in our organization. 

Code of Conduct  

 

Purchasing professionals in our organization are 

required to acknowledge that they have read and 

understood the code of conduct. 

Our organization has established procedures for 

employees to ask questions about code of 

conduct requirements. 

The code of conduct is widely distributed 

throughout our organization. 

Purchasing professionals in our organization are 

regularly required to assert that their actions are 

in compliance with the code of conduct. 

 


