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Abstract

The purpose of this article is (1) To integrate framework for stakeholder pressures on
sustainable logistics practices (2) To present conceptual framework stakeholder theory and internal
drivers on sustainable logistics practices and effect to financial and environmental performance in
Thai food and beverage manufacturing in Small and Medium-sized Enterprises (SMEs). For academics
and practitioners alike, understanding the driving forces behind the adoption of sustainable logistics
practices and their effect on firm performance has become essential. The motivation and impact of
stakeholder demands on the adoption of sustainable logistics practices and the performance of SMEs
in the context of developing nations particularly Thai SMEs, however, remains largely unexplored.
Leveraging the stakeholder theory, internal motivations and firm performances which is divided into

two parts, namely environmental performance and financial performance.
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Introduction

The g¢lobe has changed significantly since the past due to a variety of factors.
Businesses now pay attention to social and environmental issues in addition to profit.
Customers' demands, in particular, have been influenced by environmental concerns since
they need to protect the environment, which forces all businesses to change their operations
in order to survive and remain competitive.

The constant development in industrialization has justified the demand for sustainable
practices that ensure environmental preservation. (Gereffi, 2010) This industrialization has
increased a considerable amount in a variety of industries, motivating firms to consider their
firms activities, particularly logistics activities to avoid destroying the environment. (Darnall,
Henriques and Sadorsky, 2010) Since logistics activities are considered to be a vital part of
business which are able to identify cost and profit of company. Logistics activities, for instance,
transporting goods has resulted in air pollution, noise, and vibration, all of which have resulted
in accidents. Furthermore, production operations can result in a higher-than-necessary usage
of energy and resources.

The negative effects of sustainable practices concepts on the environment have
drawn significant attention from a variety of stakeholder groups, governments, and
international organizations. Therefore, adopting sustainable practices will improve business
performance, build a corporate image (Baah, Opoku-Agyeman, Acquah, Issau, and Abdoulaye
2020), provide competitive advantages in international trade (Wattanapinyo and Mol, 2013;
Ueasangkomsate, 2019), and enhance financial performance. (Centobelli, Cerchione, and Singh,
2019; Agyabeng-Mensah, Afum, and Ahenkorah, 2020)

This has attracted the interest of practitioners and academics who aim to explore
more about the effectiveness of environmental policies in protecting the environment and
ensuring the future of the company through increased profitability and shareholder wealth. As
a result, achieving environmental sustainability is no longer an option for businesses, but rather
a need. Many organizations have blended many eco-friendly techniques into their logistics
activities, resulting in the establishment of sustainable logistics practices, in order to meet the
environmental needs of stakeholders to reduce environmental pollution and maintain society

safety. (Wang, Wang, Zhang and Zhao, 2018)
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According to Govindan, Kaliyan, Kannan and Haq (2014) Sustainable practices are systems
that generate products and services with less energy while simultaneously ensuring the
preservation of natural resources, less pollution, and worker and community safety. Since the
introduction and implementation of 1SO14000, Sustainable logistics practices particularly in
logistics activities in manufacturing process have gone from being optional to mandatory.
Moreover, the environmental standard has been established, this criterion, along with
stakeholder concerns for environmental protection, has witnessed a tremendous increase.
Despite these occurrences occurred in large firm in developed countries (Darnall el., 2010),
developing countries particularly food and beverage manufacturing in small and medium
enterprises (SMEs) are catching up in terms of eliminating negative environmental repercussions
in manufacturing and logistics methods. Although analyzing of previous scholars such as Gligor,
Holcomb and Feizabadi (2016) has focused on evaluating the effects of environmental practices
on entire business performance from both internal and external standpoint, employing metrics
that indicate internal and external gains and sampled in developed countries, not very great
number of literatures examines sustainable logistics practices in SMEs. Some of literatures has
highlishted influences of sustainable practice, literature has only focused on SMEs
manufacturer. (Baah, Opoku-Agyeman, Acquah, Agyabeng-Mensah, Afum, Faibil and Abdoulaye,
2021)

However, it is important highlighting that, while some businesses are unwilling to bend
to environmental demands, others are attempting to integrate sustainable practices into their
operations with limited resources. As well as there is lack of expertise in environmental
management (Lewis, Cassells and Roxas, 2015) lack of knowledges in logistics activities or export
their goods to the countries that emphasizing on environmental regulatory, particularly SMEs
in Thailand as they perceive those businesses are not make any impact on the environment.

However, according to the Office of Small and Medium Enterprises Promotion
(OSMEP), GDP of Thai SMEs accounted for approximately 40% of the country's GDP (OSMEP,
2022) which means that Thai SMEs remain a vital factor that drive the national economy.
Moreover, Thai food and beverage manufacturing SMEs is the most essential production field
which significant to Thai economics and they are linked to many ongoing industries. As well as
they generate gross domestic product (GDP) ranked No.1 in Thai SMEs industrial sector which
accounted for approximately 33 percent of GDP of food and beverage industry (312,848 million
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baht) and Thai food and beverage manufacturing SMEs has accounted for 5 percent of Thai
SMEs in total (OSMEP, 2019 and Krungsri Research, 2022).

Therefore, bad practices in one country might have a detrimental impact on another
country or continent, major efforts should be made to preserve it on a worldwide scale. In
addition, Thailand Development Research Institute (TDRI) (2019) has stated that researches
which are related with optimization of logistics management and sustainable supply chain
need to be studied from 2021 onwards. Besides, this issue has mentioned in Thai 20-year
National Strategic Plan (2017-2036).

As mentioned above, sustainable practices have gained widespread acceptance and
implementation in developed nations and large firms, efforts should be made to bring SMEs
up to the desired level of environmental sustainability. This assumption prompted the study
since most studies on sustainable logistics practices and how they affect overall company
performance have been undertaken in developed nations and large firms, with an emphasis
on the role stakeholder pressure plays in the adoption and implementation of sustainable

methods.

Research Objectives

1. To integrate framework for stakeholder pressure on sustainable logistics practices.
2.To present conceptual framework stakeholder theory and internal drivers on
sustainable logistics practices and effect to financial and environmental performance in

context of food and beverage SMEs in industry sector in Thailand.

Scope of Study

The aim of this research is to study the evidence from the perspective of a developing
country, and, more crucially, from the perspective of Thai SMEs, in order to show how rapidly
these businesses are growing in Thailand. Including seeks to provide a detailed perspective in
order to bridge current gaps in the literature by revealing the impact of stakeholder pressures
on sustainable logistics practices adoption, financial, and environmental performance, while

also determining the impact of sustainable logistics practices on financial performance, and
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environmental performance and assessing how internal drivers affect sustainable logistics

practices especially in food and beverage manufacturing.

Literature Review
Stakeholder Theory

A number of studies aimed at better understanding the implementation of sustainable
logistics practices have relied heavily on stakeholder theory (Freeman, 1999; Baah et al., 2021;
Singh, Del Giudice, Chiappetta Jabbour, Latan and Sohal, 2022; Nguyen and Adomako, 2022)
since air pollution that destroys lung health leads to respiratory disease, forcing organizations
to be more environmentally conscious because of pressure from stakeholders.

Organizations’ operations in today's business environments are strongly intertwined
with their stakeholders and society, as stakeholders might force firms to adopt certain practices
that have a negative impact on their resource base. Although stakeholder demands and
pressures have a considerable impact on corporate decisions, a corporation's decision to reject
these demands in recent years has been termed suicidal, especially when those stakeholder
groups have the ability to harm the firm's survival as mentioned by Freeman (1999). Freeman
(1999) stated that stakeholders are able to be affected or affect and firm’s decision and
actions. This is similar to the institutional theory by Deephouse (1996), indicated that firm
practices adoption is primarily influenced by social pressure and industry conventions.
Deephouse (1996) further identifies that a company's alignment with currently accepted
sustainable practices gives it legitimacy with stakeholders and stakeholders also fosters an
organization’s willingness to follow established industry regulations and practices.

Business nowadays’ activities have an impact on the entire society, and as a result,
businesses owe societal duties such as environmental preservation for future generations,
among other concerns, especially given how stakeholder-interconnected societies operate
today. (Kassinis and Vefra, 2006) Moreover, stakeholder endorsement, which entails obtaining
stakeholder support, loyalty, trust, and satisfaction, can be used to explain this legitimacy. This
in turn leads to the development of social and moral capital.

Some of studies has divided stakeholders into groups, for example, Kassinis and Vefra
(2006) had divided stakeholders into three categories which are latent stakeholders, expectant
stakeholders and definite stakeholders. Expectant and definite stakeholders have the most
important impact to organization which means that organization must respond to the demands
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immediately. Besides, Gonzalez-Benito and Gonzalez-Benito (2006) has categorized stakeholders
into three groups, namely, organizational stakeholders which is not crucial but they could be
affected if organizations aim to have competitiveness, while the last two categories are
community and regulatory stakeholder which are critically impact a firm’s survival since
organizational and regulatory pressures have an impact on sustainable logistics practices and
business performance.

Eesley and Lenox (2006) stated that firms are under increasing pressure from organizational
stakeholders to adopt and implement sustainable production techniques and it's important
because it allows stakeholders to understand their abilities, goals and objectives of the
organization. In addition, stakeholders have a habit of pressuring companies to adopt sustainable
practices. While the study from Baah et al. (2020) confirmed this increase in environmental
management is driven by stakeholder pressure. Accordingly, it is important to note that firms
need to build a good relationship with stakeholders by impressing stakeholders in order to
acquire a competitive advantage while simultaneously boosting performance. Apart from
these, firms need to avoid bad publicity and other regulation burdens otherwise media could
report any firm dose negative deeds. Recent literatures have studied sustainable practices
used by managers or employees may result in enhanced performance and sustainability.
(Agyabeng-Mensah, Afum and Ahenkorah, 2020; Zaid, Jaaron and Bon, 2018)

Based on the previous explanation, firms are encouraged to adopt and implement
sustainable production processes in response to stakeholder requests. Furthermore, there is a
belief that establishing and adopting sustainable practices demonstrates conformity to
accepted company behavior. As a result, divergence from these principles results in low
stakeholder approval and perception, lowering organizational legitimacy.

Internal drivers

Apart from stakeholder theory, a study from Hargett and Williams (2009) showed that
sustainable practices emerge within organization is influenced by the strategic vision of top
managers who find opportunities to improve work and production processes to reduce
environmental impact. In addition, employee training is considered to be an internal driver as

it could support employees to be able to be aware of the use of resources.
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Financial support and technology support are considered to be one of the drivers that
motivate the adoption of sustainable practices. Saeed and Kersten (2019) and Haverkamp,
Bremmers and Omta (2010) found that if organization has resources to invest in technology or
have the right tools, it would support the organization implement sustainable practices and
improve its business performance. Moreover, the study from Bourlakis , Maglaras, Aktas, Gallear
and Fotopoulos (2014) showed that differences in firm size (micro, small and medium sizes)
effects both financial and environmental performance.

Sustainable logistics practices

Many organizations particularly in developed countries, have adopted sustainable practices in
their production and logistics activities due to customers and stakeholders’ pressure as well
as environmental regulation. The adoption of sustainable practices can mitigate the damages
of natural environment which are caused by logistics activities (Darnall et al., 2010). The
sustainable logistics practices usually come into routine procedure or technological innovation
forms which included five steps as stated by many literature (TUZUN RAD and GULMEZ, 2017,
Tiwari and Khan, 2019; Kazemi, Modak and Govindan, 2019) - green purchasing, production,
transportation, packaging and reverse logistics, for instance, green transportation refers to
responsibility of distribution of goods or material and reduce the use of resources and materials
caused by depending on fossil fuels particularly transporting and warehousing raw materials,
inventories and reducing carbon dioxide or greenhouse gas emission (GHG). Green production
means reducing energy consumption from production activities as well as risks mitigation which
related to human health and reducing waste. Green packaging refers to technique and material
of packaging which protects human and animal health and environment. Reverse logistics
includes returning goods, reuse, recycle and waste disposal.

Environmental and financial performance

According to Hart (1995), a company can gain a competitive edge and other rewards
by having a positive impact on the environment and enhancing resource by which continuous
product enhancements, integration of innovation and cleaner production practices (Hart and
Dowell, 2011). These lead to competitiveness such as cost leadership, firm’s reputation,
legitimacy, long-term growth and maintain competitive positions in the future. Besides,
competitive advantages as mentioned can caused a sharp increase in environmental practices
in developing countries and the preservation of the natural environment is inextricably linked
to a company's success as mentioned by Hart and Dowell (2011). Moreover, the studies from
Baah and Jin (2019) have indicated that environmental measures such as noise or air pollution

prevention and clean technology in order to have a strong competitive position and
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sustainable performance. These measures also help to create satisfaction for the stakeholders
by preserving the environment in parallel of having good relationship with stakeholders.

Firm responds to demands from stakeholders in terms of sustainable practice, showing
that the perception and trust of stakeholders is organizational legitimacy, which is based on
stakeholder pressures, is essential for companies to demonstrate sustainable competitive
advantage and superior performance. In order to gain superior performance by organization,
Stainer and Stainer (1998) stated that organization performance indicators must be measured
by financial and non-financial indicators.

Zeng, Meng, Yin, Tam and Sun, (2010) stated that measurement of firm performance
assists them in determining whether or not established objectives were met, as well as
developing plans to improve or maintain it in order to strengthen and sustain the company's
going concern position. Many researchers have investigated the impact of sustainable practices
on environmental performance and financial performance.

Environmental performance is defined as a company's ability to combine financial and
non-financial resources to reduce the negative impact of its operations on the environment
and ensure environmental sustainability by reducing air pollution, harmful material consumption,
environmental accidents, and energy and resource conservation. Furthermore, environmental
performance is typically measured in terms of reduced energy and material consumption,
reduced air and water pollution, waste minimization and reduced use of poisonous and harmful
materials, environmental misshape minimization, and rate of renewable energy consumption.
(Cankaya and Sezen, 2018)

While, financial performance refers to how well a company's tangible and intangible
financial and nonfinancial resources perform together to meet its aims. Financial performance
measurement is critical to an organization since it is the reason for its existence as a profit-
making entity. The study used return on equity (ROE), return on investment (ROI), gross profit
margin, net profit, return on assets (ROA), and other metrics based on data accessibility and
the primary reason for a company's existence.

However, there are literatures that have positive and negative correlation between
sustainable practices and performance both long-term and short term. For example, Agyabeng-

Mensah et al. (2020) showed that there is an insignificant positive influence of sustainable
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practice on financial performance but there is a positive significant between sustainable
practices and environmental performance as well as positive relationship between environment
and financial performance. Accordingly, there is connection between financial and environmental
performance since environmental initiatives contribute to the development of capabilities and
competitive advantages, resulting in enhanced financial and environmental performance. Using
the theoretical framework outlined above as a foundation, table 1 has summarized linked

theories and relevant literature.

Table 1 Summarized linked theories and relevant literature

Regulatory stakeholder

pressure

Theory Main aspect Key references
Stakeholder Organizational Freeman (1999); Deephouse (1996); Baah et
pressures stakeholder pressure; al. (2021); Singh et al. (2022), Nguyen and

Adomako (2022) and Gonzalez-Benito and
Gonzalez-Benito (2006)

Internal drivers

Top management action;
Organization resource;

Firm size

Hargett and Williams (2009); Saeed and
Kersten (2019); Haverkamp et al. (2010) and
Bourlakis et al. (2014)

Sustainable

Green purchasing, Green

TUZUN RAD and GULMEZ (2017); Tiwari and

logistics production, Green Khan (2019) and Kazemi et al. (2019)
practices transportation, Green

packaging and Reverse

logistics.
Firm Environmental Agyabeng-Mensah et al. (2020) and Cankaya
performances performance and Sezen (2018)

Financial performance

Agyabeng-Mensah et al. (2020)

As discussed above, this research aims to investigate stakeholder pressures, internal

drivers, sustainable logistics practices on environmental and financial performance, The
framework model and research hypothesis have showed in figure 1. Research hypothesis are
consisted of 4 hypotheses; H1 is external drivers such as regulation positively and significantly

relates with internal drivers such as top management vision (a) and sustainable logistics and
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production practices (b). H2 refers to internal drivers such as organization resources and firm
size positively and significantly relates with sustainable logistics and production practices. H3:
Sustainable logistics and production practices positively and significantly relates with
environmental performance (a) and financial performance (b). H4 is environmental

performance and significantly relates with financial performance.

Stakeholder .
Environmental
ressures
P H1b H3a performance
Sustainable
Hla Ha
v logistics practices
Internal drivers H2 H3b| Financial performance

Figure 1 Conceptual framework

Conclusion and Discussion

Therefore, from the above literature review, there is the integration between
stakeholder theory, Internal driver, firm performance and sustainable logistics practices. This
study will focus on stakeholder pressures and internal drivers on the adoption of sustainable
logistics practices in the context of a Thai food and beverage manufacturing SMEs were
examined, as well as how this effects company performance given the extreme need for
sustainability amid the rapid growth of SMEs in Thailand. A further study will use mixed method
in order to provide a greater knowledge of complicated problems than either technique by
itself. This study will use quantitative method by conducting online survey. Questionnaire will
be sent to Thai food and beverage manufacturing SMEs through e-mail. The sampling list will
be obtained from Thai chamber of commerce and the Office of SMEs Promotion (OSMEP). The
sample size targeted will be 400 questionnaires. The intended sample size will be selected to
offer a representative of the population and to be depended on the sort of data analysis to
be conducted. While, qualitative approach will be applied which intends to use in-depth
interview with fives SMEs Entrepreneur, representatives from the Chamber of Commerce or
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from the Federation of Industries who own businesses in food and beverage industry and
sustainability experts. Data analysis will adopt AMOS to analyze data by using Structural
Equation Modeling (SEM).
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