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Management Summary
Research Introduction

Polluting emissions are a growing concern for modern society as a whole. At this moment,
the icecaps of both poles are melting due to environmental pollution, with a rising sea level
as one of the casequences. In order to reduce these emission, reduction targets have been
established during the 2015 United Nations Climate Change Conference (COR2bj.the
major contributors to global warming is the global freight sector. The global freight gector
responsible of %% of the total carbon dioxide (@@mission on a world scalean den

Berg & de Langen, 20148ut, how can the global freight supply chain change its behaviour
to become more environmental sustainable?

Managing sustainability irhe supply chain is gaining attention from researchers worldwide
(for example: Carter & Rogers, 2008; Preuss, 2009; Van Tulder et al., 2009 and Yu, 2008).
Gimenez and Sierra (2013) found that managing sustainability in the supply chain is often
divided in tiree different topics(1) specific practices that are adopted by specific industries,
(2) the implementation of codes of conduct aii@) governance mechanismshis research

will focus onthe implementation of codes of conduct.

According to the World Bk (2002), a code of conduct (COC) can be used to increase

sustainable behaviour within companies and industrigst, with every change, certain
barrierspopdzL) ¢ KSy (GKS AYLX SYSydGlrdAz2y KFa aidl NISR
been done on the barers of implementing a code of conduct in the global freight supply

chain.

The objective of this research is tbhe objective of this research is to idenyithe industry,
organisational andcodebarriers for implementing a code of conduct aimed at the

reduction of CO2 in the global freight supply chain by analyzing barriers of implementation
of these codes at multinational companies in the global freight supply chain.

The central research questioné2 KI G | NS (G KS Ay RutZdddedriers 2 NBHI y A
for implementing a code of conduct aiming at the reduction of CO2 in the global freight
adzLJLX & OKI Ay KéE

To answer the central research question in a profound manner, the following specific
research questions have to answered:

SRQ1What are codes otonduct aiming at the reduction of CO2?

SRQ2What are industry, organisational, code barriers for implementation of a code of
conduct?

SRQ3What industry barriers, organisational barriers, code barriers and code

characteristics can be identified for the implementation of codes in the global freight
supply chain?
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Literature study

As mentioned, a code of conduct can change industry behawiodiincrease sustainability
within the supply chain (World Bank, 2008)common definitiorof codesused by
companies is the definition of the International Federation of Accountants (2007), where
/' hl Qa | NBY

APrinciples, val ue baviorthat gurdel therddcsions, proceduraslaeds o f
systems of an organization in a way that (a) contributes to the welfare of its key stakeholders,
and (b) respects the rights of al/| cons:

This definition outlinesthdB & LI2yaA oAt AGe 2F |y 2NHIYyAal GA2Y
outlines the organisation as an influencer of their stakeholders (Kapitein, 2004; Kolk and Van
Tulder, 2005).

In the literature it is found that a code of conduct exists out of sixNifley i &/ Qa ¢ @

1. Content Relates to the content of the code amtludes: employees, society,
shareholders, natural environment, ethical challenges, supplier responsibility and
competition.

2. Classification Relates to the categorization of the code and inchidpecificity and
compliance.

3. Control Relates to the control mechanisms of the code and includes: coercive forces,
normative forces, mimetic forces, thiglarty verification, sanctions, monitoring and
evaluation.

4. Code StrategyRelates to the strategy dhe code and includes internal codes,
specific supplier codes, general supplier codes, joint codification, prirayglesize
and sizeover-principle.

5. Costy wSfl iSa (2 GKS 02adG4a 2F G4KS O2RS I'yR
and oneoff paynent.

6. Communication Relates to the marketing opportunities of the code and includes:
Public identity, corporate citizenship, customer loyalty, productive workforce,
monitor reputation and green performance.

Post and Altman (1994) outlined two differetypes of barriers after extensive literature
research: (1) Industry barriers, that relate to unique barriers of the organizations
SYGANRYYSY(d FYyR 6HO hNBFYATFGA2YyFf oF NNRASNA
implement changeAlso, specificallfor codes that are some barriers identified in the
literature study:

1. Industry barriers Relates to barriers that are specific to the type of industry and
include outsourcing, capital costs, regulatory constraints, competition and technical
information / knowledge.

2. Organizational barriersRelates to barriers that are specific for the organization and
include attitude of employees, quality of communication, organizational strategy, top
management support and resources.

3. (Gode barriers:Relates to the spefc barriers with codes of conduct and include free
riding, transparency, lonrterm commitment and marketing opportunities.

vii



Methodology
The research design of this study is the executiomuaitiple case studies, because a case

study allows a research to explain multiple phenomena with one or multiple ¢Bseser
and McMaster, 2008¥-or the selection of the cases, a selection method fittbride &
Allenby (2004}s used.

Filter Criteria ‘ # of companies
0 { St SOGSR O2YLI yASa 27 374
CCWG and WBCSD.
1 Multinational companies in the above mentioned 145
DCt Qa o
2 Invited to Smart Freight Leadership Roundtable 20 25

Selected companies through filter model

From this selection method, 25 companies were target for this study. From these 25
companies, 5 multinational companies participated in the stddye other 20 companies
declined due to a lack of tim&rom these five companies, three companies are identified as
AKALILWISNE YR Gg2 O2 Y LINgkiidtheselfinelBompaRi&sytlirde ¥ A S R
experts are selected for the study as well. These experts have knowledge about either, the
global freight apply chain othe implementation of codes in another industry.

The data collectiowill be done in two stepgrirst, a questionnaire is send to the
participants that covers questions on the code characteristics and the implementation
barriers. As a fabw up of the questionnaire, interviews with all experts were conducted.
During the interview, the interview cycle of Terrier (2007) is ubokt interviews were
conducted through skype or telephon€he data is analysed through the identification of
key words, since the questionnaire uses structured questions.
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Results

The results of the study are presented in the following orcieite characteristics, industry
barriers, orgaizational barriers and codaarriers.

Summary code charactstic learnings

Content

w

€€

Generally, employees are found not be important in
environmental codes. Still it dependents on the valug
from the company. Core values of company B and
expert XA are employee development and worker
safety. Therefore, they find that employee statement
within codes are important.

The society is found to be important by all responder]
Generally, shareholders and the natural environment
are found to be important depending on the intrinsic
value of the company.

Other aspects that receive consideration athieal
challenges and competition. These variables depend
the geographical location and the industry in which tk
company or expert is active.

Qassification

Generally, a low specificity is preferred by companies
IyR SELISNIad [{t Q&4 LINBTS
due to their business characteristics.

Compliance is necessary to provide an extra push to
ensure code performance.

Control

Normative and mimetic forces are generalycepted
control mechanisms in codes, companies arpegts.
Generally, financial sanctions are found to be irrelevg
as a contromechanism for code performance, becau
DCt Q4 aK2dzZ R y20( 0O8thé 0 2
contrary, company A indicated that financial sanction
can create an extra push to ensure code performanc
Participation sanctions are not a preferred code cont
mechanism for all companies, but they are for two
experts. A reason could be thdtat freight companies
do want the benefits of participating in GFP program
but are less interested in binding codes

Monitoring and evaluation of the code performance i
generally seen as important by companies and expe

Strategy

Theindustry-wide strategy is preferred by all
companies and most experts. Industry participation i
found to be very important to tackle emissions within
the global freight supply chain. Due to the
fragmentation of the supply chain, it is important that
all actors in this chain are involved. If there is no
industry-wide approach you risk to exclude important

parts of the supply chain.




Summary Industry barrier learnings

Outsourcing () Whether outsourcing forms a barrier to the

AYLX SYSyGlr A2y 2F DCt Qa

O2YLX SEAGE 2F GKS O2YLI y

amount of global operations.

Capital Costs () Generally, costs are not a barrier during the

implementation as long ake business case to

participate in the program is strong. Organizations dg
want a return on their investment.

Regulatory Constraintg w The regulations of the branch organization and

government do not form a barrier to the

implementation. However, the empowerment of
government does form a barrier to the implementatio
because multinational organisations would like to
receive support fronthe government.

Competition () Generally, he adoption of the code by the competitior
IS not seen as bharrier for the implementation, but it
can be a barrier for a LSP.

() Generally, he cooperation with competitionvithin a
codeis also not seen askarrierfor the
implementation, but it can be a barrier for a LSP.

Technical information | w Generally, he skills of the workforce are not identified

/ knowledge as a barrier to the implementation, but it could form g
risk if different levels of knowledge exist ang code

members.Especially if code members are shippers a

[{t Qa D

Summary Organisational barrier learnings

Attitude of employees | w The attitude of employees does not form a barrier
during the implementation. But, the amount of
administrative workhas to be into consideration.
Joining a program increases the amount of
administrative work that has to be carried out by

employees.
Strategy of the () Generally, the strategy of the organisation does not
organisation serve as a barrier to the implementatioHowever,

there are concerns among the companies. The bigg
concern is the harmonization of strategy of differen
DCt Qa |yR GKS 20t ¥F2C
Top management suppor| w The lack of support by top management does not
form a barrier according to allbmpanies and experts
But, long term commitment and empowerment forn
a barrier among companies and experts.




Summary code barrier learnings

Non-compliance W Non-compliance does not form a barrier to the
AYLIX SYSY Gl GA2y @ 5dzS based
upon cooperation and a teamwork mentality by all
actors.
Sharing of information | w The sharing of information is identified as barrier to th
implementation. However, it contradicts with variable
corporation. Organisations are willing to cooperabef
R2 y20 ¢lydG G2 akKlFINB |ye
makes this particular corporation more difficult.
Lack of narketing () The marketing opportunities of a code do not serve as
opportunities barrier during the implementation. But, most companig
and expert indicate that the availability of good
marketing opportunities is extra push to participate in
the program. Multinational are consistently searching
corporate image boosterd.he marketing opportunities
of the code should not be the targef the code.

Conclusion
The conclusion answers the central main research question:

G2 KFEd FNB GKS Ay Rutzdidddrers driidbleryehting alcade of I
O2yRdzOU IFTAYAY3 G GKS NBRdZOOGAZ2Y 2F [/ hH AY

It can be concluded, according to the results of this study, that the industry barriers for
implementing a code of conduct aiming at the reduction of CO2 in the global freight supply
are outsourcingandregulatory constraints The organisational barrier fomplementing a

code of conduct aiming at the reduction of CO2 in the global freight supply chainleckhe

of top management empowerment and lortgerm commitment. The codéarrier for
implementing a code of conduct aiming at the reduction of CO2 in littead)freight supply
chain igransparency

Xi
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Recommendations

The following recommendatiorfer code developesin the global freight supply chagan
be made on the basis of the resutibthis study:

1 Content The following subjects should be coveliadhe codesociety, shareholders,
natural environment and supplier responsibility

1 Classificationthe specificity of the code should be low in order to have the most
industry participation. The compliance of the code should be high to ensure high
code erformance by all codenembers.

1 Control the most preferred control mechanism are thermative forces, mimetic
forces and participation sanctionSurthermore, amonitoring and evaluating system
is recommended.

1 Code strategythe code should be developed through joint codification with an

industry-wide perspective.

Coststo fund the code, a code fee can be charged to members.

Communication to improve the adoptability by businesses, marketing opportunities

from code partigoation should be present.

= =

Limitations
The following limitations were applicable to the study:

1
1

There was a low amount a&cent literature available on codes of conduct.

This study has used unstructured interviews. The questions that were asked per
company are generally the same, but differ upon the conversation and the amount of
information given by the respondents.

This research used a Likert scale ranging fre@&wthich is not common in research. This
decreases the validity of the research.

This research interviewed large multinational corporation on the barriers they
SELISNASYOSR RdzNRAy 3 i RiSsinkr¥asés herpdssibilityofip@sy 2 F
profiling by the respondents, because they do not want to look bad compared to others.
Thisstudy has only researched multinational organisations to have more coverage in
terms of size of the global freight supply chain. However, the global freight supply chain
consists out of various big and a lot of small players. These small players aré Iaft

this research.

Dueto time restrictions this research has focused on capital costs as the only costs that
exist as a barrier and did not look into transaction costs or any other institutional costs.
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1. Introduction

1.1Background information

Greenlouse Gas emissiomse a growing concern for modern society as a whole. At this
moment, the icecaps of both poles are melting due to environmental pollution, with a rising
sea level as one of the consequendesorder to reduce these emission, reduction targets
have been estdished during the 2015 United Nations Climate Change Conference (COP21).
Governments all around the world have agreed to take action on tackling emissions to stop
global warming. A results of the COP 21, was to limit global warming to less than 2 degrees
Celcius world wide (UNFCCC, 20T%).achieve this global target, international companies

and national governments have to cooperate on a global scale.

One of the major contributors to global warming is the global freight secto global

freight sectoris responsible of 5% of the total carbon dioxide (gmission on a world
scale yan den Berg & de Langen, 20IMMhich means that reduction of these emissions
couldhelp to reach the 2 degrees target set during the COP8Xeduce the environmental
pollution by the global freight sectpa change in the behaviour of the sector is needed
(Smart Freight Centre, 201@)ccording to McKinnon (2014), the freight transport via rail
and road is estimated to grow 230% to 420% depending on the GDP growthedbpiag
economies. With alarming predictorach as these, the freight supply chasunder

pressure from publicrad regulative forces to manage the sustainability in the supply chain
(Zhu et al., 2007).

Managing sustainability in the supply chainasngng attention from researchers worldwide
(for example: Carter & Rogers, 2008; Preuss, 2009; Van Tulder et al., 2009 and Yu, 2008).
Gimenez and Sierra (2013) found that managing sustainability in the supply chain is often
divided in three different topis: (1) specific practices that are adopted by specific industries,
(2)the implementation of codes of conduct aii@) governance mechanismshis research

will focus on the the implementation of codes of conduct.

According to the World Bank (2002)¢@de of conduct (COC) can be used to increase
sustainable behaviour withioompanies and industries. Codes of condaret set rules or
guidelines by companies, associations or other entities (OECD, T9@9)are commitments
between companies and other s to undertake activities collectively. This means that
codes can be used to gather companies to reduce emissions colleckil@lyover, various
studies have found a positive effect between environmental and financial performance
which can lead to a gher competitive advantage (Molirdzorin et al., 2009; Roa and Holt,
2005; McKinnon, 2014; Lai et al., 2011; McGuire et al., 1988).

A code of conduct is developed in four stag@3code content(2) code creation(3) code
implementation and4) codeadministration (Schwartz, 2005.QSa 4GS 6nHnanmu 0 adl G
most barriers come forward in the implementation stage of changsse barriers have to

be identified and overcome to be alie change industry behavioufhus, in this case the

barriers in theglobal freight supply chain need to be analysed in order to implement a code

of conductthat can reduce greenhouse gas emissidde research has yet been done on the

barriers of implementing a code of conduct in the global freight supply chain.



1.2Research Objective

In the abovementioned chapter the background and the problem that arose are identified.
In this paragraph the objective of the research will be outlinBuke objective of this
researchis to identify the industry,organisational and codebarriers for implementing a

code of conductimed at the reduction of COI the global freight supply chain by
analyzirg barriers of implementation othese codesat multinational companiesn the

global freight supply chain.

Next to the research gbctive, a research object can be identified. The research object
explains the phenomenon that is investigated in this research (Verschuren and Doorewaard,
2010). The object in this researchhaxrriers for implementing code of condudn the global
freight sector.

This research will be practie@iented explanatory research (Verschuren and Doorewaard,
2010). A practiceriented research focusesidhe gathering of new data by going out in the
field. Verschuren and Doorewaard (2010) did the following statement about practice
oriented research®¥t NJ -@iénte@®r8search is meant to provide knowledge and
information that can contribute to a successful intervention in order to change an existing
situatiz y Q

Within practiceoriented research, the intervention cycle is used. It consists out of the
following phases: problem finding, diagnosis, design change and evaluation. This research
will include theproblem finding and diagnosis. The restricted tinagfie and characteristics

of this research limit the research to only look at problem finding and diagnosis.

1.3Research Framework

The research framework pesented infigure 1. It contains information about the different
phases of the research as a whole. It also outlines the connectivity between parts of the
research. This research framework includes five different phases, that contain the following
steps:

Literature on »

codes of conduct
Codes of conduct
Literature on Framework

codes of conduct in
the global freight
supply chain

: Interviews with :
Literature on the global . Theoretical .| companies X Analyze | Conclusion &
freight supply chain results Recommendations
' Framework & experts

Literature on industry

barriers for
implementation

Literature on organization Barriers of
barriers for *| implementation

implementation Framework

D)
3

Literature on code
barriers for
implementation

Figurel; Overview of the research framework




(a): During the fist phase of the research project, literature oades of conduct, codes of
conduct in the global freight supply chain, the global freight supply chain, industry barriers,
organizational brriers and specific barriers aresearched. This will be done bgsk

research using the following scientific databaggeogle scholar, Web of science and

Scopus

(b): In the second phase of the research a theoretical framework will be made thtbagh
combination of both the literature on codes and the literature arrdters The theoretial
framework, will outlinea combination of different variables of both concepts.

(c): In the third phase, the previously credtéheoretical framework will be operationalized
Thisframework isused to create @uestionnaire and an interview his questionnaire is sén
to various companiethat later are interviewed based upon their answers given in the
guestionraire. The interviews are conducted according to the cycle of Terrier (2007).
show another perspeote than the companies, different experfill in the questionnaire and
are interviewedas well.

(d): During the fourth phase of this researdhe results of the interviews with the défent
companies and experts aemalysedThis is doneising keywods and key concepthat are
mentioned during the interview. The results of the companies and experts are presented
together so that a crossomparison between the results coulie made.

(e): The last phase of this research is the creation of the rebeawnclusion and the
recommendation for potentiatode organizationdn thisphasethe answers ¢ the main
research and the specific research questiansgiven. This phasdso includes the
discussion that provides critical analysis ohe literatureused in this studyit also includes
recommendations for further research in this field.

Next, the main research questions and the specific research questions are outlined.

1.4Research Questions

In this paragraph the central research question and the specific research questions will be
outlined. The specific research questions are necessary to answer the central research

guestions (Verschuren and Doorewaard, 2010). The central research questiis in

researchisd 2 K| 4 I NB oréaSsationAlRmzddéddrrers for implementinga

codeof conductaiming at the reductionof CO2y G KS 3JIf 20l f FNBAIKI a&d:

With help of the following specific research question the central reseaneistipn will be
answered:

SRQ1What are codes of conduaiming at the reduction of CO2
1 SRQ1.1: What are the characteristics of a code of conduct?
1 SRQ1.2What arethe characteristics of aodeof conduct aiming at the
reduction of CO2 in the glob&leight supply chaif

SRQ2What areindustry, organisational and codebarriers for implementation ofa codeof
conduct?



1 SRQ2.1What are the characteristics of industry specific barriarghe
context ofthe implementationof a code of conduét

1 SRQ2.2What are the characteristics of organisational barrierthe context
of the implementationof a code of conduét

1 SRQ2.3What are thecharacteristics of the codearriersin the context of
the implementing a code of conduet

SRQ3What industrybarriers, organisational barriers,codebarriersand code
characteristicscan be identified for the implementation o€odes in the global freight
supply chair?
1 SRQ3.1: What code characteristics can be identified in the global freight
supply chain?
1 SRQ2: What industry barriers can be identified in the global freight supply
chain?
1 SRQ3: What organizational barriers can be identified in the global freight
supply chain?
1 SRQ3.4Vhat codebarriers can be identified in the global freight supply
chain?

1.5 Research Strategy
The research strategy is a guide to help the decision making on the way of extracting
information for the research (Verschuren and Doorewaard, 2010).

The category of this research is a qualitative desk research. As seen in the research
framework, the theoretical framework forms the basis for the whole project. Literature
needs to be gathered in the first two phases (a & b) of the research in ordeedtecthe
theoretical framework. This theoretical framework will consist out of two different concepts:
code of conducts and barriers. Once the theoretical context of these concepts is defined, a
case study will begin. This case study will addneskinational companieshat have
implemented codes of conducts in the past to give the case study some context. Companies
that have experience with implementing fgit cades of conduct areraappropriatetest

group for the developed theoretical framework, becawseheir experience with the
implementation.It will also address experts on the codes and the freight sector to have
another perspectiveAfter, the case study is conducted the results will be analyzed and
processed in the report. This report will condéuand recommended on the findings of the
case studyThe total timeframe of the research is six months and will end in July 2016.
schematic overview of the research strategy can be seégune 2

Desk research [ Case studies } Content analysis

GO © & <

Figure2; Research Straggy







2. Theoretical Framework

This chapter will outline the development and operationalization of theoretical framework.
This chapter starts with an overview of green supply chain management literature.
Furthermore, this chapter focuses on codes of conduct in general and codes ofctamdu

the global freight sectoMext, the barriers for implementing change or improvement into an
organisation are discussed. At last, the development and operationalization of the
theoretical framework is outlined.

2.1 Green Supply Chain management

Supply Chain Management (SCM) is theanagement of material and information flow in a
supply chain to provide the highest degree of customer satisfaction at the lowest possible cost
(Business Dictionary, 2016 B)SCMfocuses on the cooperation between diffent

companies within the supply chain. Recent developments, such as outsourcing and
globalization have led to an increase in the importance of SCM on ethical, social and
environment issuesHabian and Hill, 2005). Buhi$ development only emergeatound

1990 (Maloni and Brown, 2006). Incorporating ethical, social and environmental issues in
supply chain literature is still W e #®ueyamds called green supply chain management.

Green supply chain management (GSCM) is developed from two diffeesraist (1) life

cycle assessment arfd) the integration of environmental issues within the whole supply

chain (Nikbakhsh, 2009). GSCM is definedasnt egr at i ng envi ronment al
chain management, including product design, material sngrand selection, manufacturing
processes, delivery of the final product to the consumers as well @d-Eiedmanagement of

the product after its wuseful I ife (Srivastayv

In the beginning of GSCM, research focused on sustainability in tersasedy, working
conditions and ethical problem€érter et al., 1998).ater, the focus shifted towards the
incorporation of sustainability practices within logistics (Murphy and Poist, 2002). This focus
shifted has led towards the development of GSCMwaldays, GSCM is researched in

specific industriegMaloni and Brown, 2006and specific countries (Preuss, 2009) and
contributes to the development of sustainability on a global scale.

Generally, topics that are discussed in GSCM artickethe integrdion and the effect of
sustainability in the supply chain (Walker et al., 20@&loni and Brown, 2006; Preuss,
2009. Bowen et al (2001) argue thtte integration of sustainability in the supply chaian
be realized through the cooperation of companibat focus on internal resource¥hey
alsoargue that focussing osustainability throughemission reductionsione of the first
steps toward<GSCMn a global scal€eThis argument is supported by McKinnon (2014).

According to the World Bank (2002)ssainability within an industry can be improved by
the implementation of codes of conduct within that industry. As mentioned, one of the
topics with GSCM literature is the implementation of codes of conduct. But, this topic has
not received as many tntion as the governanceithin GSCM (Gimenez and Sierra, 2013).
Therefore, this research focuses on the implementation of a code of conduct gidbal
freight supply chain. It also, focuses on the barriers that come with any implementation of
change withn an industry or business sector.



2.1Codes of Conduct

Concerned public and private actors expect commitment of corporations in terms of
transparency, maximizing profits, ethics, integrity, social context and the environment
(International Federation oAccountants, 2007; Ingenbleek and Meulenberg, 2006; Nash

and Ehrenfeld, 1997). As a side effect of globatmragovernments of developed economies
put pressure on businesses to develop mechanisms to tackle conflicts and safety issues in an
awayfrom-home production situation (Buller and McEvoy, 1999; Jackson, 2000). Together
with the demanding social and environmental pressure from external parties it has led to the
development of Codes of Conduct by organizations (Henceforth COC) (International
Federation of Accountants, 2007; Kapitein, 2004). Codes are commonly used to change
organization and indusy behaviour (World Bank, 200Zyodes of conduct are set rules or
guidelines by companies, associations or other entities (OECD, 1888mmon definition

used by companies is the definition of the International Federation of Accountants (2007),
GKSNE / h/ Q& | NBY

APrinciples, values, standards, or rules of
systems of an organization innay that (a) contributes to the welfare of its key stakeholders,
and (b) respects the rights of all consi

CKA&d RSTFAYAGAZR2Y 2dzif AySa GKS NBaLRyaAoAfAGe
outlines the or@nisation as an influencer of their stakeholders (Kapitein, 2004; Kolk and Van
Tulder, 2005). Therefore, COC have become one the most important tools in a CSR strategy

by organizations, NGOs, business associations and social pressure groups (Van &ljder et
2008). Codes are widely adopted by organizations and usually form the basis for their
environmental performances through CSR reports.

First of allCOC enable corporatisto manage their sociological and environmental impact,
implement costefficiey & ¢ a0S YIFylI3a3SYSyid aeadSvya FyR RAA
and Roth, 2000). Erwin (2011) concludes that high quality codes can lead to and are part of

high corporate green performanc@®n top of thisSethi (2003) suggest some success factors

for COC

{1 Establishing an independent monitoring system
1 Transparency of information and achievements
1 COC entering assistance by COC leaders

1 Commitment by COC leaders

Code effectiveness depends on the implementation of COC within companies or sectors
(Allen andDavis, 1993; Stevens, 2008). Generally, codes are adopted in order to (1) monitor
the corporate reputation, (2) communicate green COC, (3) commit to environmental issues,
(4) commit to societal challenges, (5) enable management of globalization and (6) to
improve the organisational climate (Preuss, 2010; Adams et al., 2001; Van Tulder et al.,
2009; Wright and Rwabizambuga, 2006). It often provides a moral compass for international
corporation.



Codes argenerallynot bound to one industry or one business sector. International
organisations in agriculture, footwear, retail, chemical and coffee all execute multiple or
single codes operating in daily business practices (Kolk and Van Tulder, 2005; World Bank,
2003).

In the coffee sector, the Common Code for the Coffee Community (4C) is the certifier of the
mainstream industry (Kolk, 2005). The code requires companies to improve environmental,
social and economic performances. Also, 4G s@timum targets for partigating

companies to achieve. The scope of 4C serves fharfarm (e.g. harvest improvement,

social improvements) to the trading of coffee. The code aims to establiskhéomgand
continuous developing relationships between actors in the supply chatarrrs of

verification, the 4C code relies on a system of-ssdfulation and external auditing. First
participating corporations perform a sedssessment and then apply for a third party audit.
The implementation of 4C increased the shared recogniticsupply chain related problems

by participating corporations (Kolk, 2005).

Another sector/industry specific code is Responsible Care by the chemical industry.
Responsible Care sets out targets for policy, guiding principles and six codes of conduct.
Thesecodes cover aspects such as: Community awareness, research and development,
manufacturing, transportation, distribution and hazardous waste (Moffet et al., 2004).
Responsible Care is not only a set of rules, but applies as a moral and ethical attitnele of
participating members. Furthermore, it sets to change the corporate culture of the chemical
industry. Objectives of Responsible Care are to increase public trust, improving
environmental performances, strengthen a positive relationship with governrferihe

industry as a whole (Moffet et al., 2004). One of the most important factors to the success of
Responsible Care is the commitment of chemical CEOs to the code. Still, the development of
Responsible Care influenced by the continuous battle betwesétimg high and low

requirements for participating members. In terms of auditing and monitoring, Responsible
Care also uses a mixed system of-sadfulation and external auditing to ensure the
effectiveness of the code (Moffet et al., 2004). Neverthel&esponsible Care is often
recognized as the first code of cormtuhat adopted an industry wide approach.

But, what are the characteristics of these codes that can change industry behaviour? How
are they build up and what are specific code elements? Sthdytries to answer these
guestions.

2.1.1Classification

Within literature there are various ways to classify and categorize different c@tgsolk
and Van Tulder (2005) suggested a framework to classify codes in two dimensions: specificity
and conpliance. Specificity relates to the content of the code in terms of issues, focus,
international standards and guidelines and measurability. Compliance relates to
independent monitoring with the possibility to sanction roanforming members. It bases
upona good extend of literature and empirical researElrthermore,(2) Kolk and Van
Tulder (2005) suggeanother classificatiorFirst, oe that focuses on the improvement of
corporate social responsibilifCSRperformances. These codes are often established by
NGOs and adopted by governments, international organizations and environmental
organizationsSecond, on thafocuses on the influence of other actors (Suppliers,



employees, etc.) and is adopted by corations, industry and trade associations and sector
leaders

Another classification of codes is suggested3)WWright and Rwabizambuga (2006). They
suggest a division of codes in three categories: internal, external andgéitgl. Internal

codes focus othe internal activities of the company and the external codes focus on the
pressure of external stakeholders. Thpdrty codes are classified as (1) principle codes, that
are only inspirational; (2) commitment codes, relate to specific procedures; (B

codes, relate to operational and legal issues and includeaworiormity sanctions. As last,

(4) Preuss (200) suggests that there are also two classificatiohsodes: on the hand codes
that can range from specific stipulations towards genergiutitions. And on the other

hand, codes that can range from salganisational level to a sup@ganisational level.

Within the supraand sub2 NB I YA &l GA 2y g2 Nj| Q02 F > OR RE&l & @A 04 S
companies. Preuss (2010) indicates that there arenadhe codes, that cover all aspects of
the companies and there is a differentiated model were different codes cover different
aspects of the busess. The differentiated moded bften preferred in the situations with
flexible supply chains (Preuss, 2010

Box 1; Literature learnings on classification

1 Specificity Specificity relates to the content of the code and; Kolk and Van
! Compliance compliance to the independent monitoring Tulder (2005)
1 Improvement of | Codes consist out of two types (focuses): (1) co¢ Kolk and Van

CSR performance that focus on the improvement of CSR Tulder (2005)
1 Influence on performance and (2) a code that aims to influeng

other actors other actors.
1 Internal Internal codes are only used with the orgaation. | Rwabizambuge
 External External codes are used for the pressure of (2006)
§ Thirdparty stakeholders and thirgbarty codes not developed

by the company, but implemented by them.

1 Specific to Stipulations relate to theomplexity of the content Preuss (2010)

general of the code. Sub and supra relate to the level,

stipulations within the market play field, that the code is
1 Subto supra implemented.

organizational

2.1.2Code Strategy

As the classification of the code, there are difference in the strategies codesepursu

Different supply chains need a different approach, because companies outsource activities
and engage in other natural and social environments through increasing globalization
(Tulder et al., 2008). Tulder et al. (2008) suggest that the globalizatiomersdsing

importance of the international supply chain led to a concern in the scope of corporations in
terms of legal and moral issues. They suggest a model that links the strategy of the particular
code of conduct to chain liability eesponsibility {@able 1).



\ IN-ACTIVE REACTIVE ACTIVE PRO/INTERACTIV

Codes of Conduct strategy:

Type: Internal codes Specific General supplier | Joint codification

supplier codes| codes initiatives:

dialogues
Specificity \ low m/high m/low high
Compliance  [ENY m/low m/high high
Implementation gl m/low m/high high
likelihood
CHAIN LIABILITY > < CHAIN RESPONSI

Tablel; Supply chain strategy &odes of conduct strategy. Source: Van Tulder et al., 2008.

In the case of chain liability, companies rely on partners to implement codes and often adopt
codes with low specificity and compliance. There is no actual effort to change the whole
supply chainThe organisations mostly rely on inted codeslin the case of chain

responsibility, the company makes an effort to change the behaviour in the whole supply
chain by integrating a code with general business processes. A big difference between
liability and responsibility is the amount of cooperation that is needed. Chain responsibility
relies on the cooperation between various key players in the supply chain, where chain
liability lacks any form of cooperatioA. chain responsibility approach requirefomt

codification code strategy.

Ingenbleek and Meulenberg (2006), in their research for the agriculture industry, call for a
different approach to code strategy. They suggest that eoldeonduct organisations (CCOSs)
develop and implement codes for gamable agriculture. They have identified four types of
CCO(1)idealists,(2) case solverq3) sizeseekers, an@4) window dressers. All types are
categorized according to the level of requirements and the range of sustainable
requirements. Linked tthe types of CCO, Ingenbleek and Meulenberg (2006) saw two
different development patterns of codes within tleeganisations (Tabl®); Principle over

size and size over principle. Both development patterns have different characteristics in
terms of start apital, charity and subsidies, marketing budget and growth pace.

' Principle over Size ' Size over Principle

Characteristics | |

Start capital: Small Large

Major source of capital: Charity and subsidies Corporate funds

Requirements: Permanently high Initially low, subsequently
increasing

Marketing budget: Relatively large (labeling) | Relatively small (business
to-business)

Growth pace: Initially fast, subsequently | Initially slow, subsequently

stabilizing taking off

Table2; Development patterns in COC by CCO. Source: Ingenbleek and Meulenberg (2006).

With the implementation of a certain code strategy, company challenges become inevitable.
Most corporations are implementing their code of conduct in a vertical supply chhinhw
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means that suppliers are strugglin@enerally, orporationsput pressureon compliance

with their codes to tackle, for example, child labour in their asrayn-home factories

(Risso, 2012). In this relationship, suppliers are often bound to contthaggreements with
corporations to implement and execute the corporate code of conduct. Most suppliers will
face increased costs that are not shared by all supply chain members. Risso (2012) suggests
that supply chain leaders should share and discuss codesler to decrease costs and

improve the competitiveness of suppliers and corporated. a eege&ch indicates that this
harmonisation could decrease inefficiency and costs. It could also improve the monitoring of
codes throughout the whole supply dnaespecially in a market situation. Monitoring the
codes through the whole supply chain suggests a certain controlling mechanism, because
COC are build on a system of gelfjulations of an individual organisation, industry, sector

or supply chain (Griefl997).

Box 2; Literature learnings on strategy

1 Principleover- Relate to the start capital, major source of Ingenbleek

size capital, requirements, marketing budget and | and

9 Sizeover- growth pace of the code. Meulenberg

principle (2006)

1 Strategy Relates to the strategy taken by the code. It | Van Tulder
stretches from internal codes to joint et al., (2008)
codification.

2.1.3Control

To maintain code performances, a degree of control on the execution of the code is
important. Codes are based up@ system of selfegulation, but selegulation in its purest
form, does not imply sanctions on n@onforming members of the code. In order to control
the non-conformity among code members within a code, King and Lenox (2000) suggest
three institutiond mechanisms for industries:

1. Coercive Forceg?ublicly confronting noftonfirmative members
2. Normative ForcesStandardizing COC throughout the supply chain.
3. Mimetic ForcesBenchmarking or copying the industry leaders

In practice, controllingnon-conformity is often very difficult (King and Lenox, 2000). Even
executing the above mentioned forces, controlling members that are not committed to the
code is difficult if there are no independent organisations that control the performance of
members.Nowadays, most codes use sanctions and third party verificaticontrol the
performance of itsnembers (Nash and Ehrenfeld, 1997; Kolk and Van Tulder, 2005). This
does not mean that all issues concerning the performance of the code are resolved. Still,
monitoring code performance comes with a couple of challenges. For example, the
regulative power of COC falls short compared to government regulations (Sobczak, 2006).
Also, current COC lack specific and concrete improvement targets. Monitoring and
evaluding these improvement targets seems difficult for corporations (Emmelhainz and
Adams, 1999; Sethi, 2003). Generally, COC set broad, vague and weak targets to have an
error margin in the implementation of the code. It also indicates, that corporationsaidg w
the status of being a good corporate citizen, but do not want the implementation difficulties

11
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performancecauses problems (Wright and Rwabizambuga, 2006). Interiady

commitment to any code of conduct is not communicated throughout the whole

corporation. Employees are not aware of these commitments, which is harmful to the

impact of the code on the corporation. The compliance to any code is not part of the

corporae reward system, operational aspects and culture (Sethi, 2003). The reputation

effect of implementing COC is often neglected by companies. The reputation effect includes

the improvement of public identity, corporate citizenship, customer loyalty, prosgacti

workforce, influence on regulation and risk reduction (Sethi, 2003; Kolk and Van Tulder,

2005).

Box 3; Literature learnings on control

1 Control Relates to the management of the code and | Sethi (2003)
includes issues such as monitoring, evaluation
and sanctions.

1 Reputation Relates to the reputation and marketing effect! Sethi (2003),
codes and it includes elements such as public; Kolk and Van
identity, customer loyalty, productive workforce Tulder
green performance. (2005), Erwin
(2011)

2.1.4Content

Next to the classification, strategy and control of codes, the content of the code is
important. General content that is covered in codes are statements about: employees,
society, shareholders, natural environment and ethical challenges (Ka@d, Preuss,

2010). These five elements are the most common content elements of a code of conduct.
Logically, because most codes address environmental issues that are based upon the triple
bottom line (People, Planet & Profit) approach (Preuss, 2010)h©ather side, some types

of content are generally not discussed in codes. For example, dedication and responsibility
towards suppliers and competitors are generally not discussed in codes (Kapitein, 2004).
Also, codes contain statements about princigie &xecutive company values. An example

of such a principle is sustainability. In 2004, Kapitein analysed the content of codes of the
200 largest companies and stated that transparency, honesty and fairness are one of the
most stated principles. They geradlly cover teamwork, responsibility, open communication
and innovation, but do randomly mention effectiveness is any of these aspects.
Measurability of the effectiveness of those aspects is still a grey area for companies.
Companies generally do not meoii concrete targets for all dimensions/aspects of the code
that decreases their credibility (Farrell and Farrell, 1998). This is also acknowledged by
Preuss (2010). He argues that the reason for the lack of concrete targets is that codes cover
ethical isses such as legislation, fairness and commitment to environmental protection.
These aspects are generally hard to measure.

In terms of contenbf COC, Kapitein (2004) conducted a study on the COC of the 200 largest
corporations in the world. He analyse@3 different codes of different corporations and
distinguishes three clusters of codes (1) the stakeholder statute, (2) values statement and (3)
employee conduct. The stakeholder statute, the responsibility towards stakeholder, is
mentioned in 72% of the@C. The value statement, communication of corporate values, is
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discussed in 49% of the analyzed COC. The employee conduct, the rules for employees, is
expressed in 46% of the COC. Although codes cover different aspects (e.g. employee
conduct, sustainabilit and social factors) there are some codes that have a specific scope of
interest. Most researched is child labor (see: ILO, 2003; Yu, 2008; Kolk and Van Tulder, 2005;
World Bank, 2003; Diller, 1999). Another specific scope of interest is in Occupataitl H

and Safety (OSH) (see: Tulder et al., 2008; ILO, 2003; Preuss, 2010).

Box 4; Literature learnings on content
i Content Relates to the content that is covered by the code. Kapitein
Usually involves: Employees, Society, shareholder, (2004), Preuss
Natural environment, etc. (2010)

2.2 Codesof conductin the global freight supply chain

The aim of this research is the global freight supply chain (also referred to as the freight
sector). Therefore, part of literature study researches codes in the global freight supply
chain. First, characteristics of the global freight supply chain areedt

The global freight supply chain consists out of various key players. These key players are:

{ KALIWISNBEE [23AaGA0 { SNBAOS t NEOARSNE oO6[{tQav
transported by these key players in different modes: road, aa,a®& inland waterways.

Figure3 providesa schematic overview of the global freight supply chain and their key

players.

/

\
Cargo Logistic Service Providers, Freight Forwarders, Carriers Customer
owner

Transport Modes:
Air, Sea, Road, Rail, Inland waterways

o /1 3 79 1

)

Transhipment Centers:
Ports, Terminals, Airports, Cross docks, Distribution centers, Warehouses

\ © Smart Freight Centre /

Figure3; Schematic overview of the global freight supply chain. Source; Smart Freight Centre, 2016.

An ugent matter in the global freight supply chain is the reduction of CO2. The freight
supply is one of the fastest growing industries that contributes to environmental pollution
and increasing CO2 emissions (Piecyk, 2010; Fuglestvedt, 2008). In his rEsgéstvedt
(2008) compared the increase in CO2 emission of the freight supply chain with the global
average between 1990 and 2000. He concluded that emissions of the global freight supply
chain increased with 25%, where the global average increasedl@®th Alarming indicators
such as these call for action in the global freight supply chain.
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CO2 emission reduction the freight sector is generally initiated by the shippers, because they
FNE GKS 2¢6ySNABR 2F (GKS 3I22Ra D providéaidl logigkicdh LILIS NB&
service to the shipperd-urthermore, the shipperalso influence their carriers to reduce
GKSANI / hu SYAaaA2yad /I NNASNRZ | Oldz- ffe& GNIY
the shippers directly (McKinnon, 2014; Tongz®009; Stefansson, 2006). A big incentive to

actually reduce CO2 emissions are the reduction of costs for the whole supply chain (Roa

and Holt, 2005).

Generally, big shippers have the power to change the behaviour of the supply chain (Styhre
etal, nMHUO® ¢23SGKSNI 6AGK bDhQasxz (GKS FTNBAIKG &S
sector with the use of codes. Codes in the freight sector are called Green Freight Programs
O0DCt Qavd® DCt Qa I NB RSTAYSR la F2ftft26ayY

& L y R-dmimbeddhip programs thampower cargo, owners, LSPs and carriers to improve fuel
efficiency and reduce emissions through targets, actions, emissions accounting, and collaboration,
FYR NBO23IyAlT S odzaAySaa STF2NILa GKNRAZAK tFo6Sta |y

DNBESY CNBAIKG t NRPINIYa FINBE ISySNrtfte Sadlofa
NBLINSASYGlrGA@Sad DCtQa AY G2 NBRdzOS / hu SYA
LINEINI YO DCt Qa Oly KIF@S || RAFTFSNOwodeoff 2 0dza Ay

transport. Therefore, companies that are active in different countries and use different
modes of transport to ship their goods, can participate in multiple prograrable3
outlines an overview of the different programs.

Type of Prgram Examples

National Green Freight Programs 1 Americas:SmartWay, Transporte Limpid
1 Asia PacificChina Green Freight
Initiative, Green Freight India, Exo
Station, Green Logistics Partnership
9 Europe:Ecostars, LCRS, Lean and Gre
Objectif CQ, WBCSD.

Maritime Freight 1 Clean Cargo

Air Freight 1 Air Cargo Carbon Footprint

Land Freight 1 SmartWay, Green Freight Asia, Green
Freight Europe

Transhipment Centres T N.A.

Table3; Green Freight Program overview. Source: Smart Freight G201ré)

Tobeabletoanalyde DCt Q&4 { YI NI CNBAIKG / SYidNB 6Hnmp
with on three different pillars(1) Governance and Fundin(?) Program Scopand 3)
Program Components

From this study it stated that most programs are indudéag and controlled vth the help of
various governmental actors. The programs analysed in this study are partially funded by
governments, but some programs ask a code fee, management fee or aoffopeyment.
Furthermore, it can be concluded that there is great diversity agnoodes in the
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depending on the focus of the program. Not very program has a focus on all supply chain

players. As last, all programs use different targets, repostgtes and labels. Thus, there is

great diversity among programs in components.

However, there is no hdepth research conducted on the classification, control, strategy and
content of Green Freight Programs.

Box5; Literature learnings on COC in thibgal freight sector

1 Industry The global freight industry is one of the major Piecyk, 2010;
programs | contributors to increasing emissions around the globa;j Fuglestvedt,

Therefore, the freight industry focuses on emissions | 2008 Smart

NBERdzOGA2Y GKNRdzZZK DCt & Q® Freight Centre

(2015)
 Program DSYSNIffteéx DCt Qa ¥F2 Odza 2 SmartFreight
focus They usually vary in the geographical focus. Programg Centre (D15)

range from national to international and from air freigh
to maritime freight.

1 Cost Describes the way the code funds their activities. Usu; Smart Freight
OKNRdzZAKXZ YSY0oSNEKALDFFSS Q Centre (2015)
payments. However, it is common that codes are free
charge.

2.3Barriers

During the implementation of codes within industry barriers of some kind can slow down the
process. Therefore, research into the relationship between codes and barriers is needed.
First, a general introduction to barriers will be discussed. After thad,ghidy will focus on
industry, organisational and code barriers.

With the implementation of any industry or organizational change, barriers will be exposed.

Thus, it is inevitable that the implementation of codes of conduct is obstructed by some

baried ® 5Q9adS SiéG Ffd® ownmMHUO RA&OdzZA&ASR (g2 LA
Revealed barriers are barriers that are generally considered by business when innovating or
OKIFy3Ay3d o0dzaAySada AGNF G§SIASE D caAPani®sSNANA y I o NN
change their innovation or business strategurthermore Marin et al. (2015) suggested

that there are three different groups of barriers: (1) cost barriers, related to funding and

uncertain returnon-investments, (2) knowledge barriers, at#d to unqualified personnel,

unqualified business partners or technological lag, (3) market barriers, related to uncertain
demands and no incentives for performance improvements.

A more internal and external approach towards organisations is takétoktyand Altman

(1994) Theyoutlined two different types of barriers after extensive literature research: (1)

Industry barriers, that relate to unique barriers of the organizations environment and (2)
hNBFYAT FGA2YyFE  6F NNR S NE capasity to impl@nert ch&hgelithis 6 KS 2
research will use the proposed barriers of Post and Altman, because they use an industry

and an organizational approach that fit the characteristics of the research.
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2.3.1Industry barriers

Industry barriers reflectite external barriers that are present around any organization.
These barriers contain technical information, outsourcing, capital costs, competition and
regulatory issues and cannot be influenced by individuals or solely operating companies
(Post and Altmia, 1994). Generally, organizations do not want to share any information
about business practices in the supply chain. They fear that this vulnerable position, will lead
to misuse by competing companies (Walker et al., 2008). Outsourcing can serve asra barr
because of the complexity in the supply chain leading to multiple international operations
and jurisdictions. Outsourcing also includes theadignment of metric that cause a lot of
inefficacies within the supply chain. Capital costs can form adsalrecause mostly
organizations expected a set raté-return on all their investments. The capital costs also
depend on the sector in which an organization is active. Nevertheless, the governance and
regulatory structure of the industry form the lasttoeer. This is influenced by the conflict of
power, the political considerations of the organization (Brown, 1978; Hitt et al., 1993; Barki
and Pinsonneault, 2005), and the restrained attitude of local government (Jgrgensen et al.,
2003).

Box 6;Literature learnings on Industry barriers

7 Outsourcing The complexity of supply chains combined with the
inefficiency of using different measurements.
1 Capital costs Set rateof-return and the high costs of the initial investmer,

1 Regulatory constraints: Regulations, governance and standards that effect the wa;
doing business.

{1 Technical Inability to implement improvements or to keep up with the
information/knowledge! pace of technological change.
1 Competition The market power of competition that effetite ways of

managing targets and business practices.

2.3.20rganizational barriers

Literature (Hillary, 2004; Post and Altman, 1994) points out that industry specific barriers
influence the progress of organizational improvement, but organizationaldraactually
hinder the implementation of the improvements. Organizational barriers can be controlled
directly by the organization (Glenn Richey Jr et al., 2009). Zilahy (2004) suggests that
bureaucratic hierarchy within the organization hinder the implenation of improvements.

It slows down the decision time and the responsiveness towards different improvements.
Also, Ravi and Shankar (2005) discuss the impact of improvements on the organization.
Improvements, in multiple ways, call for adaptation of #teff and internal process. This
may also function as a barrier to improve.

Post and Altman (1994) suggest that organizational barriers consist out of the attitude of
employees, poor internal communication, organizational history and lack of top
managemat skills. The attitude of employees is important for the implementation of
change, because they are usually the executive force of the improvement or change.
Brunninge (2009) relates the organizational history paradigm to the current strategy of the
orgarizations. The history of the organization impacts the current strategy of the
organization and can therefore, hinder the implementation of any change or improvements.
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The most important organizational barrier is the lack of top management. This issue is
commonly addressed in the literature (Post and Altman, 1994; Zilahy, 2004; Zhu et al., 2008;
Kasim and Ismail, 2012; Verclasteren, 2001; Stone et al., 2004; Glenn Richey Jr et al., 2009).
Zilahy (2004) suggests that the goal of top management should beected with the goals

of the change or improvement. In this way, top management is stimulated to enforce the
implementation of change or improvements. This enforcement of implementation is

OKI NI OGSNAT SR o6& GKS YI yI 38 dieatationEtoBeetal, aSddA
2004). If, top management is unconnected, uncaring and uncommitted to the improvement

or changeticould hinder the process (Post and Altman, 1994). Therefore, managersaneed
total understanding oftie external stakeholder pregre and reward individuals that show
commitment to the organizations implementation of improvements (Buregin and Kessler,
2000; Stone et al., 2004).

Box 7; Literature learnings on organizational barriers

1 Attitude of employees | No compliance towards orgdni- G A 2 y Q& A Y LINJ

change.
1 Quality of The hierarchical distance between top management and
communication work floor.

! Organizational history | Organizational history has influence on the current
organisational strategy.

1 Top management Unconnected, uncaring and uncommitted to the
2NBFYATFGA2YyQa AYLINROSYSy

1 Resources The available resources to implement the improvement or
change.

2.3.3 Code barriers

The barriers identified by Post and Altman (198 aimed the external and internal
environment of the organization on an abstract level. They can be applied to every company
in every industry with every change. But, in the case of implementing codes within
organisations specific barriers arise. Theagiers only arise with the implementation of

COC in organisations. Therefore, this section will focus on the specific code barriers.

.dzZAft RAY3 2y GKS FT2NOSa 4dz33SadSR 6& YAy3a | yR
forward as the number one baer of implementation. When there is no coercive power,
LI NHAOALN GAy3 2NBEFIYATIGA2ya OFy WCNBS wARSO
potential free ride problem can push future members or users of the same COC. Free riding
is the reason why the RBponsible Care program switched from a seljulating constructing
towards a thirdparty auditing. Kolk and Van Tulder (2005) suggested three specific barriers
for the implementation of COC: the complexity and amount of existing codes used by
organizatiors, topdown approach of organizations and the insufficient understanding of
COC. Also, ILO (2003) suggests that the implementation of COC could be hindered by
suppliers of the organizations. Because of the complexity and amount of existing codes,
suppliersare unable to clearly manage all different codes. Prakash Sethi (2003) discusses
four different barriers:

1. Organizations cannot commit to code leaders with uniform standards, monitoring

and verification.
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2. If not all organizations commit to the highest pitds code, the free riding problem
will occur and will damage collective reputation.

3. If there is no longerm commitment by top management to the code.

4. If there is no common reputation of participating companies.

But, most importantly Prakahs Sethi ()0dd¢ KS O2 YLI ye Q4
strongly and unequivocally committed to implementing the code. Executive performance at
all levels of management, including code compliance, must be closely linked to management

performarce, evaluation and compeatson.

Communication or marketing opportunitiese found to be a very important characteristic
of a code (Sethi, 2003; Kolk and Van Tulder, 2005; Ex@iri,) Communication or
marketing allows an organisation to control their corporate reputation. Increasing this
corporate reputation is one of the main reasons companies adopt codes of cofdhur, a
lack of marketing opportunities could serve as a barriehi® implementation of a code

within organizations.

Box 8; Literature learnings on organizational barriers

1 Freeriding

In the absence of coercive power, organisations will try to
maximum output and minimum input of the implemented
codes.

1 Transparency

When cooperating in a code of conduct, organizations ust
need to be transparent in their business activities and
information to be able to grow together.

1 Longterm
commitment

No longterm commitment of top management to the
implementatian of the code.

1 Lack of marketing
opportunities

Still, marketing is an important aspects of a code. If there
no marketing perspective of the code, it will be harder to
implement. Organizations usually want to communicate th
participation in such coeks.

18
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2.4 Theoretical framework

In this paragraph the theoretical framework of this research is compaoskelr that,
assumed relationships between codes and barriers are outlifiew. @ragraph will end with
a schematic overview of the theoretical framework as drawn from literature.

2.4.1Code of Conduct elements

The theoretical framework is build up from the previous shown literature study. All elements

that are shown in the overviewg tables at each paragraph are combine€ignre 4 on

page 21 The firstconcept in this research are the elements of codes of conduct. From the

f AGSNI GdzNBE &aiGdzRe8 GKS a2 OFftftSR Wc/ Q O2RS TNI
theoreticaloverhk Sg 2F O2RS St SYSydao ¢KS F2ft26Ay3a [/

1. Content:Employees, Society, Shareholders, Natural Environment, Ethical challenges,
Supplier responsibility and Competition.
ClassificationSpecificity and Compliance.
3. Control:Coercive, Normative and Mimetic forces, Thirgarty verification,

Sanctions, Monitoring and Evaluation.
4. Code strategylnternal codes, Specific supplier codes, General supplier codes, Joint
codification, Principle over Size and Size over principle.
Cost: Free of charge, Membershifpesand Oneoff payment.
Communication:Public Identity, Corporate Citizenship, Customer loyalty, Productive
workforce, Monitor reputation and Green Performance.

N

o g

2.42 Batrriers
The secona@oncept in this research are bars.Figure4 indicates that there are three
types of different barriers; Industry barriers, organizational barréerd code barriers.

1. Theindustry barriersconsistof the following sukbarriersthat are organized
according to importance

Capital costs

Competition

Outsourcing

Regulatory Constraints

Technical information / knowledge

= =4 -4 4 -4

no

Theorganizational barrierconsist of the following subarriersthat are organized
according to importance

Top management support

Resources

Attitude of employees

Quality d communication

Organizational strategy

= =4 4 -4 2

3. Thespecific codéarriersconsist of the following subarriersthat are organized
according to importance
i Transparency
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Longterm commitment
Freeriding
Lack of marketing opportunities

2.4.3Assumedelation betweercodes and barriers

In this section the relationship between industry, organizational and CO@iband code
characteristics ardiscussedlt is assumed that certain relationships between code
characteristics and barriers exigthe mosimportant relationships are stated below:

1.

The relationship betweeresourcesand thecosts of the codeObviously, the cost of
the code determines theesourceghat organizations have to spend to either join
the code, participate in the code or investtireir own process through the code.
Competitionand Joint codificationhave a clear relationship. Within a joint
codification strategy, companies have to collaborate with their competitor in order to
create the code of conduct or participate in a code.

Technical information / knowledgeelates to thespecificityof the code. The extent
of specificity determines the level of technical information / knowledge that is
necessary to implement or execute the code. A code with more specific demands
generally rguires more information and knowledge.

The relationship betweefree-riding andcompliance The extent of compliance
within a code relates to freeiding. Freeriding becomes more difficult when the
compliance of the code is higher.

The same is identifeefor the relationship betweeiree-riding and control. The
amount of freeriding decreases if there is more control in terms of sanctions,
monitoring and evaluation. It becomes more difficult for companies to slack code
performances.

Marketing opportunitiesrelate tocommunication The level of communication of a
code determines the marketing opportunities of a code. A code with more
communication possibility will generally have more marketing opportunities.
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6C model - code elements

Content

*  Employees L]
* Society L
¢ Shareholders d
¢ Natural Environment e
* Ethical challenges )

* Supplier responsibility  ®
*  Competition

* Specificity
* Compliance

Control

* Coercive forces .
¢ Normative forces .
*  Mimetic forces .
* Third-party verification e
e Sanctions .
*  Monitoring .

¢ Evaluation

\_

Generic code characteristics and barrier framework

Code Strategy

Internal codes

Specific supplier codes
General supplier codes
Joint codification
Principle over Size

Size over Principle

Classification Cost

Free of charge
Membership fee's
One-off payment

Communication

Public Identity
Corporate citizenship
Customer loyalty
Productive workforce
Monitor reputation
Green performance

Assumed code elements that have a casual relationship with barriers

Control Communication Classification

+ Coercive forces «  Public Identity «  Specificity

* Normative forces + Corporate citizenship ~ « Compliance

* Mimetic forces «  Customer loyalty

«  Third-party verification «  Productive workforce Code Strategy

+ Sanctions «  Monitor reputation * Joint codification
*  Monitoring «  Green performance

* Evaluation

Cost

* Free of charge

*  Membership fee's
*  One-off payment

Industry Barriers

Capital Costs
Competition

Outsourcing

Regulatory Constraints
Tech. Info / KnowledgeJ

Figured4; Theoretical Framewdr

Organizational Barriers Code Barriers

Top management support
Resources

Attitude of employees
Quality of communication

& Organizational strategyJ

Transparency

Long-term commitment

Free-Riding
Lack of marketing

L opportunities

_J

21




2.50perationalization

In this paragraph the operationalization of the previ@mwntheoreticalframeworkis
discussedThe operationalization process is necessary to transform the framework from
theory to practiceln order to analyse the theoretical framework, variables that explain the
individual aspects of the concepts are necessary. Most of the variables are aflolipealip
from the theoretical framework. These variables come from theermactical side of the
theory and thus do not require to be transformed in into practical variables.

1. Outsourcingis measured in the degree of outsourcing.

2. Technical information’ knowledge: is measured in the skills of the workforce,
because it represents the knowledge that is needed to participate in the industry as a
company.

3. Attitude of employees The attitude of employees is measdras the attitude of
employees.

4. Quality ofthe communication Is measured as thguality of thecommunication

between top managemerdnd the work floor.

Organizational strategyis measured as the strategy of the organization.

Freeriding: is measured in the neoompliance by code members.

7. Transmrency is measured in the willingness to share information with other code
members.

8. The lack of marketing opportunitiess measured as the lack of marketing
opportunities.

o o

For the code characteristics the content of the 6C model is used and thus the variables are
measured in the following way:

1. Content is measured to the degree employees, society, shareholders, natural
environment, ethical challenges, supplier respongibdind competition.
2. Classificationis measured to the degree of specificity and compliance
3. Control is measured to the degree of coercive, normative and mimetic forces.
Furthermore, it is measured to the degree of thipdrty verification, sanctions,
monitoring and evaluation.
Code strategyis measured in an industwyide or a tailormade approach.
CostAd YSIadaNBER Ay FTNBES 27T -odfaymedE. ST YSYOSNEF
6. Communicationis measured in the degree of marketing opportunities.

a s

Although, most of the theory is practical oriented, some parts are not workable in their
current shape and stay rather abstrache following abstract are split up into measurable
variables with the help of literature.

1. Capitalcostsare the set rateof-return on one or multiple investments. Still, this
definition for capital costs is too general and abstract for practical applications.
Investopeda (2014, referred to capital costs a&: X i KS SELISYRA G dzZNBE 2 F
assumption of a liability in order tdotain physical assets that are to be used for
LINE RdzOG A @S LJdzNLJ2 & SCGonsEeing theiactidl 8dpect8of 2y S & S| N
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D C t tieddllowing investments are relevant when joining a program: human
capital, green technologies, digital management egst and a code fee.

2. Regulatory constraintare set laws set by institutions such as the government. In
this research it is not only the government that has influence on the sector but due
to the fragmentation of the logistics supply chain, branch orgahika2 ya | YR b Dh Q
have influence as well.

3. Top-management supports split up in two different forms: lack of support and lack
of longterm commitment. The lack of support is not fundamental to the success or
failure of the implementation of codes, but thergterm commitment is (Sethi,
2003). This does not mean that support is irrelevant. Support forms the basis for a
longterm management commitment (Sethi, 2003).

Furthermore, some variables that are outlined in the theoretical framework can be
expressedn other variables. The following variables from the theoretical framework are
already expressed in other variables:

4. Resourcessexpressed in Capital costs. The resources of the organization are related
to the capital costs. If the capital costs arearier for the implementatiorthanit is
assumed that the organization has low resources for the implementation.

5. Longterm commitmentis expressed in the support of top management, because
this concept is split up in lack of support and lack of {rghn commitment.

6. Costis expressed in capital costs, because of the capital costs is paying a code
fee.

7. Communicationis expresseth the marketing opportunities of code.

To have a profound understanding of the different variables, a qualitédivehat extent is
guestion is used. The measurement of this extent is done with a likert scale f&figure
5 and figure6 show a schematic oveiew of the operationalization. The questions and
measurements are further explained in the methodology in chapter 3.
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Figure5; Operationalization of the barriers framework
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