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Abstract

Sustainability has gained considerable prominence in recent decades as the inevitability of change becomes increasingly ap-
parent. Family businesses constitute a significant and influential part of the global economy. Therefore, they are pivotal in
addressing the world’s sustainability challenges. Despite extensive research on sustainability in corporations and public firms,
there remains a dearth of comparable data concerning sustainability in privately owned family businesses. Through qualitative
interviews and cross-case analyses, this thesis investigates the procurement practices within family businesses, deriving com-
parative insights guided by Environmental, Social, and Governance (ESG) criteria. The findings evaluate family businesses
based on the ESG framework, visualising the development and integration of sustainable practices into the procurement pro-
cesses. The research highlights the indirect impact of sustainability on developing competencies that can confer a competitive
advantage. Additionally, it sheds light on the potential financial benefits reported by family businesses that have implemented
sustainability measures. Overall, the findings contribute to the existing academic research on sustainability in businesses and

family business studies.
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1. Introduction

1.1. Problem Relevance

Sustainability is “(...) meeting the needs of the present
without compromising the ability of future generations to meet
their own needs” (Brundtland & United Nations, 1987, as cited
in Keeble, 1988). This quote from the United Nations Brundt-
land Commission describes one of the critical challenges the
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world is facing today. Because of significant resource de-
pletion caused by the extensive population growth and eco-
nomic development, planet Earth is at the precipice of irre-
versible consequences. The two main drivers that are the un-
derlying cause of the environmental problems are the world’s
population, which has quadrupled over the last 100 years and
the global economic output, which has 20-folded, estimates
say (Grossman, 2013). On the verge of the problem lies the
Earth’s depletion of natural resources. The majority of natu-
ral and renewable resources have been classified as over-used
in the last decades (World Bank & FAO, 2009). Human activi-
ties such as industrialisation, deforestation, and mining have
also played a significant part in the overuse of resources such
as fossil fuels, timber, minerals, and water.

Sustainability is a megatrend for the industry that has be-
come reinforced in recent years, leaving the corporate world
with the need to implement new business practices to stay
competitive (Sheth et al., 2011). In the past decade, sustain-
able business practices have significantly increased interest.
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Before the financial crises of 2007-08, there was a prevailing
belief, as articulated by Milton Friedman, that the primary
objective of businesses should be to maximise shareholder
returns. However, the subsequent events revealed the inher-
ent unsustainability of this approach. It became clear that
specific organisations and individuals had neglected busi-
ness ethics, resulting in crises encompassing the environ-
ment, ethics, and the global economy. These occurrences
were a stark reminder of the need to prioritise ethical con-
siderations within business practices (Boons et al., 2013).
Especially the rise of public interest in sustainability topics
accelerated the pressure on companies worldwide to develop
a more socially responsible role (Gutberlet & Kern, 2007).

In 2006, the United Nations report first mentioned ESG as
a term (Dai & Tang, 2022). Since then, there has been a no-
table increase in non-financial reporting. During this period,
the emphasis has shifted towards maximising the impact on
the organisation’s stakeholders and the environment, not just
the shareholders (Sandberg et al., 2022). ESG ratings are
a set of objectively defined criteria that enable comparing
companies based on their sustainable practices, as per Sand-
berg et al. (2022). These ratings have gained significant mo-
mentum in recent years, with ESG-themed investment port-
folios estimated to be worth around $40 trillion, which at-
tests to their growing importance in the investment commu-
nity. Since its inception in 2006, ESG has gained widespread
recognition as the only measure of a firm’s sustainability and
social impact. This is evident in its adoption by businesses
and its acceptance among governments worldwide (Dai &
Tang, 2022). The COVID-19 pandemic has brought atten-
tion to ESG issues in supply chain operations, as the opacity
of international supply chains revealed due to significant in-
terruptions.

Consequently, there has been a growing demand for sup-
ply chain due diligence and accountability. Thus, the Ger-
man parliament passed the Supply Chain Due Diligence Act
in 2021, the latest directive in Germany concerning the sup-
ply chain issues occurring during the COVID-19 pandemic. It
mandates that companies assume accountability for any so-
cial and environmental problems that may arise during their
operations (Dai & Tang, 2022). In addition, on January 5",
2023, the European Union put the Corporate Sustainability
Reporting Directive (CSRD) into effect, representing a recent
instance of the enactment of sustainable legislation. This di-
rective is a testament to the EU’s commitment to enhancing
corporate sustainability reporting and disclosure standards.

Today’s world is approaching and, in many cases, already
surpassing the limits of the world’s natural resources to the
extent that immediate action is necessary (Grossman, 2013).
The responsibility to act extends to the economy, with busi-
nesses playing a crucial role in addressing these challenges.
Companies that conform to ESG criteria and allocate re-
sources towards long-term sustainable solutions can secure a
sustainable competitive edge (Grossman, 2013). As French
President Emmanuel Macron said: “Let us face it, there is no
planet B” (Wentworth, 2018, p. 1).
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1.2. Objective

As aforementioned, the global population has grown sig-
nificantly in recent decades, leading to a corresponding in-
crease in demand for food and beverages (Shahjahan et al.,
2022). In Europe, the food and drink industry is the largest
manufacturing sector in terms of turnover and employment
(FoodDrinkEurope, 2020). The industry is responsible for
almost 26% of global greenhouse gas emissions and has a
high usage of natural resources while facing social and gov-
ernance issues throughout the supply chain. Moreover, the
agricultural system prioritises maximum output, leading to
soil quality degradation, water pollution and many other en-
vironmental problems (Sandberg et al., 2022). However,
research on sustainability in the food and beverages indus-
try has been limited thus far, mainly because of the indus-
try’s complexity of regulatory restrictions and supply chain
requirements (Sandberg et al., 2022). Recent academic find-
ings have expressed the industry’s vulnerability to environ-
mental hazards, like weather crises, as the impact of climate
change has already led to a 3% reduction in global crop yield
(Fréna et al., 2019). These risks are dangerous to the indus-
try but, on the other hand, offer opportunities to promote
social fairness and reduce environmental impact by integrat-
ing ESG measures into the supply chain. For instance, food
waste is a significant problem in the food and beverages in-
dustry. Research has revealed that approximately 16% of all
food waste occurs within its supply chain (Shand & Johnson,
2019).

Family businesses are essential to the global economy and
have an extended and traditional role in national economies.
Globally, they account for about 80% of companies and of-
ten contribute a large share of the GDP in many countries
(Buchanan et al., 2023). With a concentration of almost
80%, the percentage of family businesses in Germany is sig-
nificant (Bergfeld & Weber, 2011). In contemporary society,
family businesses are frequently referred to as more stable
in times of crisis, possessing greater sustainability and main-
taining a long-term focus compared to non-family-owned
enterprises (Bauer, 2013; Machek et al., 2019). Given
the significant role that family businesses play in national
economies, research on this subject has been extensive. De-
spite research on various aspects of family businesses, such
as the impact of succession, management, and ownership,
sustainability, measured with ESG criteria, remains critically
understudied.

Sustainable supply chain management (SSCM) has been
a highly productive area of research in recent decades, with a
significant output on the topic (Carter & Easton, 2011; Carter
& Rogers, 2008; Seuring & Miiller, 2008). However, the link
between ESG criteria and SSCM has received relatively lit-
tle attention and is considered an understudied area, espe-
cially in family businesses (Dai & Tang, 2022). Furthermore,
despite extensive research from academic literature on sus-
tainability in family businesses, the findings do not present a
consistent picture (Bauer, 2013; Olson et al., 2003). On the
one hand, regarding sustainable business practices, research
has found family businesses often exceed regulatory require-
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ments (Lopez-Pérez et al., 2018). In contrast, other studies
indicate that family businesses do not outperform non-family
firms regarding sustainability (Chen & Hsu, 2009).

As the public interest in sustainability has risen con-
stantly, the urge to stand out in ESG reporting has become
vital (Parida & Wincent, 2019). More than ever, sustainable
business practices and communication are crucial factors in
maintaining customer attractiveness and competitiveness in
the economy today (Vatamanescu et al., 2021). As a re-
sult, a research gap in sustainable procurement was deemed
evident, specifically in measuring sustainability in family
businesses using ESG criteria. This paper seeks to estab-
lish a rating framework in which sustainable procurement
practices are rated based on ESG criteria. The objective
is to present a comparative perspective and facilitate the
widespread adoption of sustainable practices (Seuring &
Miiller, 2008). The need to integrate sustainable business
practices has been underscored (Ferreira et al., 2021; Le
Breton-Miller & Miller, 2016). The degree to which sus-
tainable procurement practices are established holds great
significance, especially given the substantial representation
of family businesses across various industries.

Germany, predominantly composed of family businesses,
provides a conducive environment for conducting research
and contributing to the academic landscape of sustainability
in family businesses. ESG criteria could be integrated as a
measurement tool for assessing and deriving best practices
and general assumptions on the sustainability of procure-
ment in the German food and beverages industry, thereby of-
fering a promising avenue for advancing research in the field.
Exploration of the sustainable practices of family businesses
holds promise for generating valuable insights and establish-
ing a starting point for assessing sustainability in the family
business landscape. The proposed research methodology en-
tails qualitative interviews with eight German food and bev-
erage family businesses, employing ESG criteria for mean-
ingful comparisons. The selected industry has been chosen
for its economic significance and to facilitate a more focused
and comparable analysis. As a result, two research questions
were formulated to guide the subsequent paper:

(1) To what extent have German family businesses
implemented sustainable procurement practices,
measured with guidance from ESG principles?

(2) What characteristics do family businesses pos-
sess that influence the implementation of sustain-
able procurement measures, and how can these
characteristics be integrated into a framework for
sustainable procurement?

The thesis is organised as follows: Section 2 presents a com-
prehensive review of the relevant literature about the inves-
tigated topics. This literature review forms the basis for de-
veloping the research propositions. Section 3 describes the
methodology employed in this study, with a particular em-
phasis on constructing the frameworks. In Section 4, the
study’s findings are analysed, interpreted, and synthesised.
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Finally, Section 5 provides a detailed discussion of the study’s
findings, its contribution to academic literature, the limita-
tions of the study, and suggestions for future research.

2. Theoretical Background and Proposition Development

Building upon the formulated research questions, the
upcoming section offers a theoretical foundation for the
topics under investigation. It will present a comprehensive
overview of existing scholarly studies about sustainability in
family businesses. Beginning with the definition of essential
and central terms of this study, the focus will lie on academic
research on family businesses in connection with sustainabil-
ity in the procurement process. Finally, this paper will delve
into SSCM, culminating in formulating two propositions to
guide the qualitative data analysis and provide the reader
with a clear research direction.

2.1. Definition of Terms

The section provides comprehensive insights into the key
terms utilized in this paper related to family businesses, the
concept of ESG, and the relationship between sustainability,
procurement, and family businesses. This section aims to en-
hance the reader’s understanding of the current academic re-
search on the subjects under investigation through clear def-
initions and explanations.

2.1.1. Definition of the Term Family Business

A century ago, the word “business” was equal to “fam-
ily business”, as the vast majority of companies were family-
owned (Aldrich & Cliff, 2003). According to Sharma (2013),
families are two or more individuals related by blood or mar-
riage and residing together while maintaining communica-
tion (Sharma, 2013). In this study, the term "family" refers
to the individuals related by blood, adoption or marriage, fol-
lowing its conventional definition. According to Donaldson
and Walsh (2015), a “business” is “(...) a form of cooper-
ation involving the production, exchange and distribution of
goods and services for the purpose of achieving collective value”
(Donaldson & Walsh, 2015, p. 188).

Family businesses play a crucial role in the global econ-
omy. They are the world’s oldest type of commercial or-
ganisation and constitute a substantial portion of businesses
worldwide. In Germany, for instance, family businesses make
up nearly 80% of all organisations, highlighting their sig-
nificant presence and importance in the country’s economy
(Bergfeld & Weber, 2011). One distinguishing feature of
family businesses is the inherent risk borne by the family it-
self. Research indicates that in 1996, family owners put over
US$86 trillion of family assets at risk for the survival of their
businesses (Olson et al., 2003). There is a lack of consen-
sus and precision in defining the term “family business”, and
a definitive and universally accepted description has not yet
been established (Cano-Rubio et al., 2017). Thus, this paper
makes use of the definition by Poza (2013) to describe family
businesses. It "(...) considers family businesses to constitute



1488

the whole gamut of enterprises in which an entrepreneur or
next-generation CEO and one or more family members signifi-
cantly influence the firm. They influence it via their managerial
or board participation, their ownership control, the strategic
preferences of shareholders, and the culture and values fam-
ily shareholders impart to the enterprise" (Poza, 2013, p. 5).
All definitions of family businesses revolve around the fam-
ily’s role in determining the firm’s vision and control mech-
anisms and creating unique resources and capabilities. The
family’s involvement is often seen as a competitive advan-
tage (Sharma, 2013). Extensive research has yielded signif-
icant findings, highlighting their advantages and disadvan-
tages compared to non-family firms. These findings suggest
that family businesses have unique strengths that contribute
to their success (Tagiuri & Davis, 1996). One such character-
istic are reduced agency costs due to the family’s involvement
in the executive stage (Habbershon & Williams, 1999). On
the other hand, next to creating a competitive advantage, the
same characteristics can also pose significant risks to family
businesses themselves (Sirmon & Hitt, 2003). Here, family
involvement can be the potential for conflict between dif-
ferent groups of family shareholders. Research has shown
that agency problems can be severe between controlling and
non-controlling shareholders in family businesses (Ali et al.,
2007; Le Breton-Miller & Miller, 2016). The distinctive capa-
bilities and resources that family involvement provides to an
economic entity were described by Habbershon and Williams
(1999) as “familiness”. These are best understood through
the lens of the resource-based view. This perspective empha-
sises the strategic significance of a firm’s resources and capa-
bilities, which can be difficult for competitors to replicate or
substitute. In family businesses, these resources and capabil-
ities are often tied to the family’s involvement and control,
precisely their human, social and financial capital (Ferreira
et al., 2021; Poza, 2013).

Financial Capital

Financial capital has negative as well as positive attributes for
family businesses. Since most shareholders in family busi-
nesses are family members, this approach fosters a longer-
term perspective on achieving financial stability rather than
pressure to deliver immediate financial returns or engage in
short-term thinking (Le Breton-Miller & Miller, 2016; Sirmon
& Hitt, 2003). This prioritisation of financial stability and
long-term orientation stems from the goal of creating last-
ing value for future generations (Machek et al., 2019; Poza,
2013). A characteristic of family businesses is the desire to
keep ownership and control without too much influence from
external capital providers (Harith & Samujh, 2020). Focus-
ing on long-term development and effective capital manage-
ment can lead to limited financial resources and risk-averse
investment decisions. Due to financial constraints, family
businesses might face challenges in funding innovation ini-
tiatives, which are critical for staying competitive in today’s
fast-paced business environment (Clauf et al., 2022). Fur-
thermore, their strong attachment to traditional values and
emotional ties to the business can hinder their ability to inno-
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vate and embrace change, resulting in negative implications
for their long-term financial stability and socio-economic im-
pact (Clauf$ et al., 2022; Machek et al., 2019). This may
result in slower growth or missed investment opportunities
for the family business (Machek et al., 2019; Sirmon & Hitt,
2003).

There is, however, also a contradictory view on the fi-
nancial independence of family businesses. The ownership
family may allow them to pursue their vision without being
constrained by economic considerations. This includes the
ability to make social investments that may not yield imme-
diate financial returns. The overlap of ownership and man-
agerial responsibilities in family businesses can significantly
reduce administrative costs and facilitate faster decision-
making. Quick decision-making is crucial in the economic
world, as missing out on specific investment opportunities
can mean a disadvantage in competition (Poza, 2013). Fur-
thermore, emphasising building a business for future gener-
ations leads to increased self-analysis, the ability to adapt to
changes without losing momentum, and a greater focus on
research and development.

Human Capital

Human capital refers to the skills, knowledge, training and
relationships of the employees and other individuals in-
volved. This term emphasises the importance of people as a
critical resource for the organisation’s success (Habbershon
& Williams, 1999; Sirmon & Hitt, 2003). Family businesses
typically have a trust and value-based culture that stems from
the close interpersonal relationships among family members.
As a result, family businesses often have a more profound
firm-specific understanding and stronger relationships with
external stakeholders, providing them with a competitive
advantage over non-family firms (Habbershon & Williams,
1999; Poza, 2013; Sirmon & Hitt, 2003). These practices
lead to a "win-win" approach, prioritising the interests of
all stakeholders, including society and other businesses (Le
Breton-Miller & Miller, 2016). Conversely, it can be argued
that maintaining strong and long-term relationships may
pose a risk and impede the agility of family businesses, as
personal relationships with external stakeholders may in-
fluence their willingness to embrace change (Donaldson &
Walsh, 2015).

Social Capital

Social capital focuses on the relationships between the or-
ganisation and individuals. It consists of structural, cogni-
tive and relational components, all of which are embedded
in a family (Bingham et al., 2011; Sirmon & Hitt, 2003).
Research shows the contrast between family-run and non-
family firms, particularly regarding their heightened corpo-
rate social responsibilities (Bingham et al., 2011; Block &
Wagner, 2014). It contends that family businesses frequently
cultivate solid connections and alliances with their local com-
munities and employees, increasing their influence on soci-
ety and emphasising their social responsibility instead of pri-
oritising profit maximization (Niehm et al., 2008). Family
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businesses’ distinctive features and competitive advantages
have contributed to the perception of sustainable and long-
lasting economic entities (Bingham et al., 2011; Machek et
al., 2019).

2.1.2. Definition of ESG

In previous decades, management executives often priori-
tised business decisions that focused on maximizing share-
holder value while disregarding environmental and social
factors (Sandberg et al., 2022). As a result, the concept
of ESG was initially introduced through a published report
by the United Nations in 2006 (Dai & Tang, 2022). Since
then, socially responsible investing has been a principle for
decades. Still, the lack of specific performance measurement
created a vast difference in approaches, thus creating more
confusion and a lack of comparability (Boffo & Patalano,
2020). Bergman et al. (2020) have defined ESG as “(...)
a means by which companies can be evaluated with respect to
a broad range of socially desirable ends. ESG describes a set of
factors used to measure the non-financial impacts of particu-
lar investments and companies” (Bergman et al., 2020, p. 1).
Over the past two decades, ESG has been widely adopted
in the investment industry, as socially responsible investing
(ethical or sustainable) has grown significantly (Dorfleitner
et al., 2015). ESG ratings are widely recognized as an effec-
tive way of evaluating corporate social performance and have
gained considerable importance for investors and company
management over the past few decades. The ESG framework
is predominantly used to assess companies and their poten-
tial financial performance, aiming to minimize risk by con-
sidering sustainable business practices. This investment phi-
losophy prioritises long-term growth while recognizing the
economic significance of creating financial return (Li et al.,
2021). In recent decades, the assets under management con-
sidering ESG factors have grown exponentially. In the US
alone, this represents 20% of all professionally managed as-
sets, equivalent to US$11 trillion (Boffo & Patalano, 2020).
Over the last 20 years, specialized rating institutions have
developed ESG rating criteria, with ASSET4 being one of the
most prominent providers of ESG ratings, owned by Thomson
Reuters (Dorfleitner et al., 2015). The criteria have evolved
and are not standardized, resulting in rating agencies using
varying standards to evaluate companies. Nonetheless, this
study is based on the standard criteria used by ESG rating
agencies while acknowledging the existence of differences in
their rating methodologies (see Table 1) (Boffo & Patalano,
2020; Escrig-Olmedo et al., 2019; Li et al., 2021).

ESG scores are categorized into two main types: one
type emphasises ESG reporting and the level of transparency
demonstrated by companies in this aspect, while the other as-
sesses the extent to which companies generate social returns
in addition to financial returns, thus considering the social
impact of potential investments (Boffo & Patalano, 2020).

ESG measures are used in the investment industry to eval-
uate companies and businesses to improve their social, en-
vironmental and governance contributions and overall sus-
tainability. Research suggests that considering ESG factors
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can enhance risk management, resulting in organisations’
more sustainable long-term performance (Boffo & Patalano,
2020). Despite this, academic literature has been divided
in the past, being unclear about the effect of ESG ratings
on the financial performance of businesses. Some suggest
that higher ESG ratings are associated with better financial
performance and can lead to a competitive advantage (Tal-
iento et al., 2019). Deriving from that, ESG practices cannot
only improve the sustainability of one’s business but also lead
to higher long-term growth, thus, better financial outcomes
(Kim & Kim, 2014; Sandberg et al., 2022; van Beurden &
Gossling, 2008). In the long term, investments made with
ESG criteria have resulted in positive outcomes for sharehold-
ers (Barnett & Salomon, 2006). On the contrary, academic
literature has found a negative correlation between social re-
sponsibility and financial returns. However, sustainable poli-
cies and business practices should still be adopted to main-
tain good relationships with all firm stakeholders (Taliento
et al., 2019).

2.2. Overview of the Current State of Research

The ensuing discourse offers a comprehensive overview
of the existing literature on sustainability in the context of
family businesses. Family businesses possess specific charac-
teristics that contribute to their positive relationship with sus-
tainability (Berrone et al., 2010; Claul$ et al., 2022; Ferreira
et al., 2021; Le Breton-Miller & Miller, 2016). Furthermore,
an overview of SSCM is provided.

2.2.1. Sustainability in Family Businesses

Le Breton-Miller and Miller (2016) have identified spe-
cific unique characteristics of family businesses that con-
tribute to their positive relationship with sustainability.

As noted above, a notable characteristic of family busi-
nesses is their long-term orientation, emphasising their
continuity for future generations. This long-term perspec-
tive fosters robust relationships with external stakeholders,
which can be attributed to the historical resilience of family
businesses (Berrone et al., 2010; Miller & Le Breton-Miller,
2005). Le Breton-Miller and Miller (2016) family businesses
are considered responsible corporate citizens. This rein-
forces their commitment to sustainability, as they maintain
a vital connection with their external stakeholders and a
vested interest in preserving the environment (Niehm et al.,
2008). The interest in the environment is caused as fam-
ily businesses focus on creating a sustainable future for the
firm (Berrone et al., 2013). Furthermore, it has been discov-
ered that family businesses rely on their human, social, and
financial capital to improve their sustainable contribution
(Ferreira et al., 2021).

According to Cui et al. (2018), family members serving
as CEOs exhibit stronger corporate social responsibility per-
formance than non-family CEOs. To mitigate rising agency
costs, recommendations are to implement long-term incen-
tives to align non-family CEOs with the values of the fam-
ily business and foster sustainable investments. Additionally,
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Table 1: ESG Framework (Source: Li et al. (2021))

Dimension Factors

Definition

Environmental (E) *GHG emissions

*Energy consumption and efficiency

* Air pollutants

Environmental matters that may have a positive or
negative impact on the financial performance or sol-
vency of an entity, sovereign, or individual.

*Workforce freedom of association
*Child labor

*Forced and compulsory labor
*Workplace health and safety

¢ Customer health and safety

Social (S)

*Discrimination, diversity, and equal

* Opportunity

*Poverty and community impact
* Supply chain management
*Training and education

* Customer privacy

* Community impacts

Social matters that may have a positive or negative
impact on the financial performance or solvency of
an entity, sovereign, or individual.

Governance (G)
¢ Accountability
*Transparency and disclosure
*Executive pay
*Board diversity and structure
*Bribery and corruption
e Stakeholder engagement
e Shareholder rights

*Codes of conduct and business principles

Governance matters that may have a positive or
negative impact on the financial performance or sol-
vency of an entity, sovereign, or individual.

Anderson and Reeb (2004) highlight that family firms’ mon-
itoring capabilities allow them to manage agency costs that
arise from non-family CEOs effectively. The strong sense of
ownership and commitment enables family businesses to en-
force their vision for sustainability throughout the organisa-
tion.

However, despite the positive associations between fam-
ily businesses and sustainability found in academic research,
there are potential drawbacks. One significant challenge is
the potential conflict among family members within the com-
pany (De Vries, 1996). De Vries (1996) highlights that many
owners can create distractions at the management level,
leading to inadequate leadership and potentially harming
stakeholders and sustainability-oriented business decisions
(Eddleston & Kellermanns, 2007). The greater the owner-
ship dispersion among family members, the more challeng-
ing it becomes to maintain a long-term orientation for the
business. Some family members may prioritise short-term
financial gains over long-term survival, leading to potential
conflicts that hinder the organisation’s long-term vision and
sustainable behaviour (Eddleston & Kellermanns, 2007).

Furthermore, the socio-emotional wealth perspective, as
highlighted by Berrone et al. (2010) and Le Breton-Miller
and Miller (2016), can serve as a limiting factor for the
sustainability performance of family businesses. Owners of-
ten perceive their family business as a source of social and
emotional well-being for their families, leading to a hyper-
conservative approach and reluctance to invest in business

renewal or growth because of the risk perspective (Patel &
Chrisman, 2014). In support of this, Harith and Samujh
(2020) found that owning families prioritise protecting their
socio-emotional wealth by minimizing reliance on external
capital providers. This reliance can impede investments and
hinder the implementation of sustainable business practices
because of pressure from external shareholders. It is worth
noting that family businesses also have the potential to pro-
tect their socio-emotional wealth by demonstrating better
sustainable performance compared to non-family counter-
parts, as argued by Berrone et al. (2010). This counters the
aforementioned challenges associated with socio-emotional
wealth that Harith and Samujh (2020) describe.

2.2.2. Sustainable Supply Chain Management

For decades, globalization and the increasing complexity
of supply chains have sparked a growing body of research
into environmental and social issues within the supply chain
(Seuring & Miiller, 2008). Exploring the possibilities and
advancements in SSCM to identify areas for improvement
and derive conceptual frameworks have only been a few of
the numerous topics of research (Brandenburg et al., 2014;
Carter & Easton, 2011; Carter & Rogers, 2008; Seuring &
Miiller, 2008). Over the past decades, managerial decision-
making has been marked by a notable shift towards inte-
grating social and environmental considerations, particularly
within supply chain management. This trend underscores an
increasing recognition of sustainable practices and respon-
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sible business conduct in the contemporary company land-
scape (Brandenburg et al., 2014). Supply chain manage-
ment, according to Seuring and Miiller (2008), “(...) is
the management of material, information and capital flows as
well as cooperation among companies along the supply chain
while taking goals from all three dimensions of sustainable de-
velopment into account, which are derived from customer and
stakeholder requirements” (Seuring & Miiller, 2008, p. 1700).
To provide various perspectives from academic literature on
SSCM, commonalities and divergent opinions across crucial
publications have been identified.

According to the analysis of 191 academic papers by Seur-
ing and Miiller (2008), a lack of clarity and focus on the social
dimension of sustainability is evident. Only 20 papers ade-
quately addressed social issues along the supply chain, while
140 articles emphasised environmental dimensions. Sup-
porting those findings, Carter and Easton (2011) also demon-
strated a predominant focus on ecological aspects of sustain-
ability. On the contrary, they found a shift in recent years,
evolving from focusing on environmental issues to a broader
consideration, including social and economic factors. Sup-
porting the implications, Brandenburg et al. (2014) state the
existing models‘ main foci lie on a single sustainability aspect
or a limited set of sustainability indicators, thus arguing for
a lack of integration among them. Suggestions and implica-
tions are that while sustainability research has placed signif-
icant emphasis on the environmental aspect, there has been
comparatively less attention regarding social dimensions in
existing literature (Seuring & Miiller, 2008).

Furthermore, as per Carter and Rogers (2008) and Beske
et al. (2014), an essential factor for success in the future will
be the collaboration between the companies across the sup-
ply chain. As per Beske et al. (2014), partner development
plays a critical role in ensuring the overall performance and
efficiency of the supply chain. They argue that the weak-
est link in the supply chain can be strengthened through
practical guidance and the development of partners. Focal
companies can collaborate with suppliers to establish sus-
tainable processes and implement effective governance struc-
tures. This can be accomplished by proactively encourag-
ing suppliers to engage in environmental and social activities
and assisting them with guidance and collaborative develop-
ment. This approach fosters strong supplier relationships and
creates strategic value for focal companies (Sanchez-Flores
et al., 2020). Supporting that, findings have shown that
the collaboration and close assessment of one’s supply chain
positively influences adopting sustainable business practices
(Macdonald, 2007; Matos & Hall, 2007). Without effective
partnerships and comparative evaluation, adopting sustain-
able business practices can be severely impeded (Sancha et
al., 2016; Soundararajan & Brown, 2016).

SSCM’s impact on financial performance has been a
highly debated topic in academic research. Although some
opinions vary, authors generally view sustainable purchasing
as having a positive economic impact (Carter et al., 2000;
Govindan et al., 2020; Wolf, 2014). However, Feng et al.
(2018) argue that SSCM only, in some cases, increases fi-

1491

nancial performance, depending on the practices and invest-
ments taken. It is important to note that those measures must
be considered long-term investments, and businesses cannot
expect a direct payoff. While Carter and Rogers (2008)
suggest the focus of focal companies should be on environ-
mental purchasing, Wang and Sarkis (2013) and Koberg and
Longoni (2019) extend those findings by proposing to pay
attention to social and governance practices as well. Overall,
sustainable supply chain practices are widely recognized as
positively impacting financial performance in the long term
by enhancing firms’ resilience to crises and enabling them
to operate effectively through challenging circumstances
(Govindan et al., 2020).

While prior studies have highlighted the distinctive sus-
tainability approach of family businesses, scholars have em-
phasised the importance of analysing individual firms instead
of relying on aggregated data to gain a thorough understand-
ing (Habbershon & Williams, 1999). Based on the preced-
ing literature review, it is proposed that family businesses
demonstrate a well-developed sustainability focus in their
procurement practices due to their strong relationships with
external stakeholders.

P1: Family businesses exhibit high sustainability
levels attributed to their focus on long-term per-
spectives, commitment to communities and exter-
nal stakeholders, and facilitating the adoption and
implementation of sustainable practices.

Academic research indicates that the close relationships typ-
ically maintained by family businesses with external stake-
holders can result in a reluctance to change suppliers regard-
ing unsustainable production practices.

P2: Close relationships and the absence of exter-
nal shareholder capital in family businesses do not
hinder the implementation of sustainability prac-
tices in procurement and facilitate supplier switch-
ing if necessary. These relationships foster collab-
orative development processes and joint establish-
ment of sustainability objectives, while family own-
ership strengthens the long-term emphasis on sus-
tainability.

3. Methodology

The subsequent section describes the methodology em-
ployed in this study to address the research questions. The
process of conducting academic research to aggregate data
for this study can be seen in Figure 1.

3.1. Research Context

The research context of this study focuses on the food and
beverages industry in Germany. Several factors support the
research context of the German food and beverages industry.

To begin with, the industry’s significant annual revenue
of €185.3 billion underscores its economic importance. With
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Research

« |dentifying a Suitable Industry

+ Selecting Family Businesses that are Meeting Selection Criteria
selection | * Contacting and Scheduling Appointments

+ Developing a Rating Framework
interview | * Creating the Interview Questionnaire, based on the Framework

+ Coding of the Interviews

Analysis

« Supplementing the Data with Internet Research

Evaluation

+ Evaluation and Derivation of the Results

Figure 1: Research Approach (Source: Own Creation)

a substantial workforce of 614,000 employees, the industry
holds a crucial position in the German labour market. The
sector has gained an exceptional global reputation for its
stringent sourcing standards and policies guaranteeing excel-
lent quality. The notable presence of numerous family busi-
nesses within the industry makes it a representative and in-
fluential component of the broader German family business
landscape (BMWK, n.d.).

Globalisation and recent crisis events, like the COVID-19
pandemic, have raised concerns regarding the sustainability
of global supply chains. Given the food and beverages indus-
try’s heavy reliance on agricultural inputs, ensuring sustain-
ability within the sector becomes paramount (Beske et al.,
2014). The industry is dynamic and driven by changing cus-
tomer demands (Vlajic et al., 2012). Consumers are increas-
ingly concerned about the products they consume, paying
attention to factors such as product origin and social prac-
tices, including labour standards (Beske et al., 2014). The
complexities of mass production and the industry’s dynamics
necessitate agility and close collaboration within the supply
chain, primarily due to the involvement of perishable food
products (Beske et al., 2014; Matopoulos et al., 2007). The
reliance of the food and beverages industry on agricultural
sourcing further underscores the imperative for sustainabil-
ity. Overall, the interconnectedness of supply chains within
the food and beverages industry and the significant presence
of family businesses make this industry a suitable research
focus.

3.2. Research Design and Sample

This study seeks to comprehensively understand the ex-
isting state of sustainability in procurement in German fam-
ily businesses. Orienting on the case study approach made
by Yin (1994), this paper uses a cross-case-analysis system to
derive findings and gain insights. This method is well-suited
as the aim is to examine the state of heterogeneity across

the industry’s family businesses regarding sustainability (Yin,
1994). For each case study, the selected research methodol-
ogy is the exploratory qualitative research approach (Ward
et al., 2018). This approach is well-suited for this study as
it allows for in-depth exploration and interpretation of the
collected data. The nature of the research questions and the
complexity of the subject matter make quantitative measures
less applicable, as open questions and individual answers
given by the interviewees are essential. Alongside develop-
ing a rating framework to assess the sustainability of the pro-
curement process, this study aims to draw insights from the
data, offering practical implications and recommendations to
address the challenges family businesses face.

An investigation was conducted on their official websites
to identify prospective companies in the food and beverages
industry that were potentially family-owned, supplemented
by direct inquiries through telephone calls. The research
specifically targeted indicators suggesting the businesses’ fa-
milial ownership structure. To encompass a diverse range
of family businesses, those with a workforce of up to 3,000
employees were selected for inclusion in this study. In this
research, family businesses are defined as aforementioned.
Thus, family ownership had to be present, regardless of
whether they were family managed. This criterion is in line
with the existing literature, which suggests that family busi-
nesses are more adept at monitoring and reducing higher
agency costs compared to non-family firms. Hence, the pre-
vailing assumption is that non-family executives have a lim-
ited impact on sustainability, either negatively or positively
(Anderson & Reeb, 2004). One of the family businesses
in this study was no longer majority-owned by the family
but still led and managed by the second-generation mem-
bers who remained involved. In total, eight interviews were
conducted to facilitate the research process.



P Schmidt / Junior Management Science 9(2) (2024) 1485-1510 1493
Table 2: ESG Rating Criteria (Source: Based on Escrig-Olmedo et al. (2019))
Environmental Social Governance
Responsible Renewable (Food) Supplier Local |Community | Compliance Brand
Investments | Energy / Water Waste Labour Sourcing | Relations with Communications
Reduction Standards non-binding
Management Regulations
and Usage
CO, Biodiversity Water and |Transparency| Raw Audits Business

Emissions in Preservation Land of Supply | Material Ethics
Supply Chain Pollution Chain Sourcing

3.3. Interview Questionnaire

This study had two main objectives: first, to develop an
ESG-based rating framework for assessing the sustainabil-
ity of family businesses in procurement; second, to create a
framework that establishes a connection between measures
and characteristics of family businesses that improve sustain-
ability. To initiate the process, a set of rating criteria was es-
tablished to provide a foundation for evaluating sustainabil-
ity (see Table 2). The requirements in Table 2 were derived
based on Escrig-Olmedo et al. (2019) and other academic
literature (Beske et al., 2014; Dai & Tang, 2022; Zhu et al.,
2008).

Each criterion is shortly explained in Appendix 2. The
questionnaire was designed based on the rating criteria to
enable a comparable and measurable assessment of the fam-
ily businesses. It comprises 20 open-ended questions crafted
to gather valid information. The questionnaire is structured
into four sections: introduction, environmental, social, and
governance. Each section includes questions that aim to con-
tribute to assessing sustainability in procurement and gather
detailed insights into the challenges and solutions encoun-
tered by family businesses. The introductory segment helps
set the context for further exploration (see Appendix 1).

3.3.1. Environmental Section

The environmental section of the interview comprised
five questions (see Table 3). These questions aimed to col-
lect information on different aspects pertaining to the envi-
ronmental dimension of sustainable procurement, with a spe-
cific focus on addressing the typical challenges faced by the
food and beverages industry. The questions sought specific
examples, metrics, and actions implemented by the family
businesses concerning these areas.

3.3.2. Social Section

The social section of the interview consisted of six ques-
tions (see Table 4). The topic focused on the social aspects of
sustainability in procurement. The questions covered areas
regarding supplier selection criteria, engagement with sup-
pliers and more.

3.3.3. Governance Section
The concluding section of the study comprised five ques-
tions that specifically addressed the governance dimension

of sustainability, with a particular emphasis on the intervie-
wees’ oversight of supply chains and relationships with sup-
pliers (see Table 5). The interviewees’ perspectives on sus-
tainable practices, including their adherence to legal regula-
tions, were explored. The interview ended with a compre-
hensive summary of the topics (see Appendix 1). Appendix
1 is divided into various sections, with the introduction and
conclusion indicated in light red, while a distinctive colour
represents each of the three pillars.

3.4. Interview Analysis

The interview ended with a comprehensive summary of
the topics (see Appendix 1). Appendix 1 is divided into vari-
ous sections, with the introduction and conclusion indicated
in light red, while a distinctive colour represents each of the
three pillars.

The data from the questionnaire were analysed in a two-
step process. The initial step involved analysing each family
business interviewed and examining the collected data. The
interviews were transcribed and coded during this phase to
extract valuable information. The primary objective was to
obtain data and establish a fair evaluation process to facili-
tate the comparison of sustainability in procurement among
family businesses. As previously mentioned, a set of 15 rat-
ing criteria was developed to assess the procurement process,
categorised under three main pillars: Environmental (E), So-
cial (S) and Governance (G). These criteria serve as a frame-
work for evaluating the sustainability performance of the pro-
curement process (see Table 2). Among them, six pertain to
environmental factors, five focus on social factors and four
on governance. The weight of each pillar was calculated by
dividing the number of criteria within the pillar by the to-
tal number of criteria (15). Consequently, the environmental
pillar accounts for 0.4 of the overall rating, the social pillar
for 0.33, and the governance pillar for 0.27. This weight-
ing scheme reflects the relative importance of each factor in
the procurement process. The rating scale for each criterion
ranges from -3 to 3, following the Likert scale, enabling a
more objective assessment. Based on the compiled data, in-
formation was documented for all eight family businesses re-
garding each criterion. After gathering data for each crite-
rion, comparing the best and worst outcomes was conducted
to establish ratings. Finally, each criterion was assessed based
on the collected measures to determine the corresponding
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Table 3: Questionnaire Environmental Section (Source: Own Creation)

1. How does "Business X" prioritize
and address CO, emissions in the
procurement process? Please provide
any specific examples or metrics used
to measure and mitigate these
emissions?

2. Are sustainable investments in
procurement taken? Why or why not?
What specific sustainable investments

did "Business X" make, and when?

3. Do You agree with the statement
that 16% of products are lost in the
supply chain due to overproduction
and other factors, is this an issue at
"Business X"? Why or why not?

4. What measures does "Business X"
have in place to contribute to waste
reduction? Have any measures and
processes been implemented with
suppliers to reduce waste and
minimize wastewater production?

5. Are issues in agriculture, such as
wastewater pollution, pesticide use,
deforestation, monocultures,
ecosystem destruction and more a
significant problem for "Business X"?
Why or why not? What actions are
taken with suppliers to address these
issues?

Table 4: Questionnaire Social Section (Source: Own Creation)

1. How does the supplier selection
take place? How is trade-off between
lower prices and more
sustainable/local suppliers handled?

2. To what extent do You consider
environmental and social aspects,
when purchasing raw materials,
packaging materials and other items?

3. Does "Business X" conduct audits,
has codes of conduct and closely
engage with its suppliers regarding
sustainability practices? How would
You describe the relationship with
Your suppliers?

4. How important is the development
and collaboration with Your
suppliers? What experiences and
challenges has "Business X"
encountered in this regard? Are there
any lessons learned or advantages
that You perceived because of being a
family business?

5. When choosing suppliers, how
important are labour standards to
Your organization? Does "Business X"
have specific guidelines, compliance
requirements and other criteria for
suppliers?

6. How has the COVID-19 crisis
impacted Your operations, such as
supply chain disruptions? Have you
identified areas for improvement
within Your supply chain and made
any sustainable changes to enhance
resilience in the long-term?

Table 5: Questionnaire Governance Section (Source: Own Creation)

1. Do you perceive sustainability as
an opportunity for "Business X" to
establish a long-term competitive

advantage or do the associated costs
outweigh the benefits in terms of

financial performance?

2. How has the implementation of the
Supply Chain Act in 2021 impacted
"Business X," and how prepared is the
company to comply with its
requirements? Have the new legal
regulations posed any challenges to
the organization?

3. Could You summarize the key
points that distinguish your
company’s sustainable performance in
procurement?

4. What would You say sets "Business
X" apart in terms of sustainability in
procurement, even when it is not
legally required? If applicable, why
and since when have You been
implementing these practices?

5. How transparent is your supply
chain, and to what extent do You
control Your suppliers? How would
You describe the relationships with
Your suppliers?

scores. These ratings are later transformed to a scale of O to
6 for further calculations, with 0 being the worst and six the
highest possible rating (see Table 6).

All the data is coded and examined for findings related to
each rating criterion. The final evaluation is presented in the

form of a spider chart that displays the scores of each fam-
ily business in each criterion. Additionally, a diagram was
created to provide a comparable representation of the rat-
ings (see Figure 2). Here the ratings are evaluated as follows
(see Table 7): The example calculation in Table 7 is based
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Table 6: Rating Scale (Source: Own Creation)

Likert Scale rating in Analysis

3 -2 -1 0 1 2 3

Rating for official score determination

O 1 2 3 4 5 6

Table 7: Comparable ESG Rating Score (Source: Own Creation)

Pillar E S G
Total Number of Rating Criteria 6 5 4
Weight of Pillar 04 033 0.27
Total Score 36 30 24
Base Score 6 6 6
ESG Rating for Pillar 24 198 1.62
ESG Rating "FB X" 6

on the highest possible score that each family business could
receive:

Total Number of Rating Criteria x 6 = Total Score

Afterwards, the rating is divided by the total number of rating
criteria to calculate the base score:

Total Score / Total Number of Rating Criteria = Base Score

In the final step of the calculation, the base score is multiplied
by the weight of its pillar:

Base Score x Weight of Pillar = ESG Rating for Pillar

In the end, the ESG ratings of each pillar are aggregated,
resulting in a maximum possible rating of 6, as seen in the
ESG Rating “Family Business X” (FBX) (see Figure 2).

The second and final step entailed conducting a compre-
hensive cross-case-analysis of the family businesses. It aimed
to identify potential challenges and examine measures im-
plemented to enhance sustainability in procurement while
recognising the specific challenges faced by family businesses
in this context. The primary objective was to uncover mean-
ingful patterns and derive actionable recommendations to
help family businesses improve their sustainability/ESG rat-
ing in procurement. Furthermore, the aim was to provide
valuable suggestions to other family businesses on overcom-
ing challenges and enhancing sustainability. As a result, a
framework was developed to visually represent these recom-
mendations and offer a comprehensive overview of the find-
ings.

Various analytical tools were employed throughout the
analysis to identify patterns and manage the substantial vol-
ume of data. The subsequent section will present and explain
the findings obtained from the data analysis.

4. Findings

The following section presents the findings and will be di-
vided into two parts. The first part aims to answer the initial
research question, deriving a comparable ESG rating based

on the gathered interview data. In the second part, cross-
case analysis will be conducted to provide further insights
into current research, assess specific claims and evaluate the
propositions. To ensure the anonymity of the interviews and
the data collected, each family business has been assigned a
numerical identifier representing them in the study, ranging
from FB1 to FB8.

4.1. ESG Rating Analysis

Figure 2 presents the aggregated overall scores for each
family business, providing a comparable rating across the
eight interviewed companies. Due to the extensive nature of
analysing each rating, this paper will highlight the key find-
ings for each criterion and the underlying assumptions. The
evaluations in this study are derived from the data collected
through interviews and website research. An objective rating
system was developed by comparing the performance of all
family businesses and assigning points accordingly. As seen
in Appendix 3, a spider chart displays the combined results of
all family businesses, while Appendix 4 provides an overview
of all criterion scores for each company. Appendices 5 to 12
also show individual spider charts of each family business, of-
fering a comprehensive view of their respective ratings. Fig-
ure 2 presents the overall scores for each pillar, providing an
overview of the family businesses’ performance.

FB5 achieved the highest rating with 4.9 out of 6 points,
demonstrating its strong position relative to the other busi-
nesses. The interviewee highlighted that FB5’s motivation
for founding the company was the limited availability of or-
ganic products. Sustainability and promoting healthy nutri-
tion have always been fundamental to FB5’s business phi-
losophy, as evidenced by the statement: "Sustainability has
always been ingrained in the DNA of our family business". FB5
demonstrated exceptional performance across all pillars, out-
performing other family businesses. In the environmental
pillar, FB1 achieved an equal rating. FB1 earned the second-
highest rating with 4.3 points, reflecting a 12% lower score
than FB5. This was primarily due to weaker performance in
the social and governance pillar. On the contrary, FB2 re-
ceived the lowest score, with 3.1 points, indicating a signifi-
cant performance gap of 37% compared to FB5.
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Figure 2: ESG Rating (Source: Own Creation)

The criterion with the highest aggregated rating is Re-
sponsible Investments, with 36 points, indicating that all
family businesses have made commendable efforts to en-
hance sustainability in their procurement processes. On
the other hand, the criterion of Transparency of the Supply
Chain received the lowest aggregated score with 25 points,
confirming the observations of scholars who highlighted
the weaker social dimension as a general issue (Seuring &
Miiller, 2008). The following sections will provide a detailed
analysis of each pillar.

4.1.1. Environmental Pillar Analysis

As previously mentioned, this pillar focuses on evalu-
ating the environmental practices implemented by family
businesses to promote sustainability and preserve natural
resources. It also examines the measures taken to reduce
carbon dioxide (CO,) emissions within the procurement
value chain. The individual ratings for each family business
can be found in the Appendices.

One notable standout in the responsible investments cri-
terion is FB7. This family business has developed expertise
in measuring Scope 1, 2, and 3 emissions, setting them apart
(see Appendix 11).

Furthermore, FB6 has made significant strides in reduc-
ing CO, emissions in their procurement process by opting
for train transportation of their sourced goods, stating “(...)
that definitely has positive effects, that’s quite a big lever”. This
change has resulted in substantial benefits, with a remarkable
reduction of 16,000 tons of CO, emissions since the imple-
mentation (see Appendix 10). Although FB2 and FB3 have
the lowest ratings, it is essential to note that they are not
detrimental. Both companies have implemented measures to
prioritise regional sourcing, with FB2 focusing on a radius of
150km and FB3 primarily sourcing from Germany or north-

ern Europe. However, unlike the other family businesses,
they have not implemented specific measures to reduce the
environmental impact of transportation.

Regarding the use of renewable energy, FB7 has demon-
strated commendable efforts by obtaining certification in
one of the world’s leading sustainable building standards.
This certification underscores their commitment to sustain-
able business practices and efficient energy usage (see Ap-
pendix 11). Additionally, FB4 has made significant strides
in developing core competencies in water-saving agriculture
compared to other family businesses. According to the in-
terview conducted with FB4, the interviewee mentioned,
“(...) in certain regions, we actively implement water-efficient
agricultural methods to reduce water usage” (see Appendix 8).

Preserving biodiversity is a crucial criterion within the
food and beverage industry, given the impact of agricultural
practices on land and ecosystems. The expansion of agri-
cultural land has led to deforestation and the proliferation
of monocultures, resulting in a decline in biodiversity over
the past decades. FB5 has received the highest rating for
their extensive efforts in this area. They have implemented
reforestation measures and only source from ecological agri-
culture, which adheres to strict regulations enforced by eco-
control bodies (see Appendix 9). Moreover, they have made
commendable efforts to address the issue of palm monocul-
tures, as asserted by the statement, "(...) sustainable palm
oil cultivation is possible without deforestation”.

In the context of waste reduction, all family businesses
have demonstrated expertise in implementing circular econ-
omy practices, utilizing recycled packaging materials, and re-
purposing food and production waste as animal feed. FB1
stands out by recycling its bottles and caps and actively work-
ing on innovations to make its labels recyclable (see Ap-
pendix 5). The interviewee from FB1 emphasised the signifi-
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cance of the circular economy to their business, highlighting
that “(...) even their purchased single-use bottles are made of
100% rPatt material®

FB1 and FB5 have implemented commendable measures
to reduce water and land pollution. At the same time, the
other family businesses have shown limited progress, mak-
ing this criterion the least developed within the environmen-
tal pillar. FB1’s efforts demonstrate their strong commit-
ment to and close connection with the local environment.
They collaborate closely with farmers to promote and incen-
tivize adopting ecological farming practices and jointly de-
velop measures to reduce pesticide usage. The interviewee
from FB1 characterized this relationship as a "(...) coopera-
tive partnership, rather than a traditional supplier relationship
(-..)”, underscoring the company’s exceptional commitment
to allocating resources and compensating their partner’s po-
tential reduced agricultural yields. Indeed, the absence of a
traditional supplier relationship makes FB1’s commitment to
environmental sustainability particularly remarkable.

Summarising the environmental pillar, evidence showed
the need to prioritise and strengthen efforts towards address-
ing water and land pollution. This is essential to safeguard
the fertility and cleanliness of agricultural land and ensure
clean water availability for future generations well-being.

4.1.2. Social Pillar Analysis

The social pillar received the fewest total points com-
pared to the number of criteria being evaluated. However,
except for FB2, all family businesses had a code of conduct in
place, which included requirements for social standards for
their suppliers’ employees. Notably, FB3, FB4, and FB5 made
extraordinary efforts by implementing a supplier evaluation
system and assessing factors such as the origin countries and
political situations (see Appendix 7, 8, 9). By conducting
annual evaluations of suppliers, family businesses can effec-
tively monitor and address social deficiencies and risks across
different countries. If a supplier’s rating falls below prede-
termined thresholds, it prompts the consideration of transi-
tioning to alternative suppliers. This proactive approach al-
lows businesses to maintain control and ensure their sourcing
practices align with sustainability goals and values. "From an
international perspective, GlobalG.A.P is available, (...) where
the audit results can be accessed in the GlobalG.A.P database
(...)", stated the interviewee of FB4. While not all family
businesses have a fully developed code of conduct in place,
progress has been made, as stated by the interviewee from
FB1, who mentioned that they “(...) are just in the develop-
ment of creating a new code of conduct as much has changed
in recent years”.

The issue of supply chain transparency remains a chal-
lenge for certain family businesses, as they rely on whole-
salers to source goods without having complete visibility into
the origins of these goods. Despite EU regulations requiring
the traceability of goods, a comprehensive overview is often
lacking. Companies may not know the production compa-
nies where the sourced goods were produced, except for FB5,
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FB7, and FB8. While laws and compliance regulations pri-
marily focus on the quality and cleanliness of goods, there
is less emphasis on social laws that demand responsibility
for the supply chain from a social perspective. Consequently,
transparency gaps persist, particularly regarding understand-
ing the social impact and labour conditions.

In terms of raw material sourcing, FB2 demonstrated
commendable efforts, stating that “(...) the majority of
sourced goods come from within the region” (see Appendix 6).
On the other hand, FB5 has made commendable efforts in
material sourcing by specializing in using paper packaging
across its entire product portfolio. As a result, they have re-
duced 7,000 kilograms of plastic film waste, demonstrating
their commitment to minimizing their environmental impact.

FB2 primarily sources locally within a 50-kilometre ra-
dius of their production facility, whereas other businesses,
such as FB1 and FB3, focus on local and regional sourcing.
While FB5 may not be able to source all its products locally,
they demonstrate a strong commitment to sourcing from lo-
cal small businesses in the region of origin. They aim to sup-
port and strengthen local farmers through collaborative part-
nerships. The interviewee from FB5 emphasised, "(...) it is
important for us to support suppliers and empower small farm-
ers through cooperation."

All family businesses prioritise strong community rela-
tions and actively engage in supporting local projects through
sponsorships and positive interactions with external stake-
holders. They take pride in their role as employers and strive
to impact their communities positively. FB2, for instance,
strongly focuses on integrating physically and mentally dis-
abled individuals “(...) not because we want to avoid disabil-
ity contributions, but because we firmly believe that everybody
deserves a chance”. Additionally, FB3 highlights their com-
mitment to local sourcing, stated: "When it comes to repairs
in our production facilities, we always try to engage local busi-
nesses”.

4.1.3. Governance Pillar Analysis

In the governance pillar, the compliance criterion with
non-binding standards evaluated the voluntary efforts made
by family businesses that are not legally required. FB5 stood
out with their extraordinary efforts, implementing a program
that pays a fee to certain suppliers, allowing them to make
sustainable investments. Additionally, the interviewee of FB5
stated that “(...) annually, approximately € 160,000 is do-
nated from the earnings of the products purchased with this
program. (...) since October, we have had a program that do-
nates 1 cent of every product sold to a foundation, which makes
an additional € 800,000 a year”. Instead of paying out the
sum as profits for the ownership family, it is invested in envi-
ronmental and social projects such as “(...) organic farming,
women’s empowerment, and climate protection”. FB1, FB4,
and FB7 also demonstrated significant efforts in this crite-
rion, having implemented projects and working groups to
develop their suppliers and implement other projects.

Audits are crucial in ensuring compliance with guidelines,
laws, and the code of conduct. Although there were instances
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where certain family businesses demonstrated inadequate ef-
forts, FB5, FB3, FB4 and FB7 stood out for their strong sup-
plier auditing practices. FB3, FB4 and FB7 go the extra mile
by involving a third party to audit their suppliers yearly or as
needed. Additionally, FB5 conducts risk assessments to de-
termine the necessity of on-site audits. All family businesses
emphasised their close and collaborative relationships with
suppliers, built over years of partnership. However, they fall
behind despite FB2, FB6, and FB8 requiring social and envi-
ronmental compliance from their suppliers.

The last criterion examined the moral principles and
values that guide decision-making in family businesses.
Whereas all family businesses focused on sustaining the
business for future generations, FB5 expressed the most ex-
traordinary business ethic. According to the interviewee,
their founding principle roots in the desire “(...) to make the
world a better place, piece by piece”.

After summarising the ratings, it can be concluded that
the concept of sustainability is deeply rooted in the philoso-
phy of most of the companies interviewed. However, there
has been a greater emphasis on environmental aspects in re-
cent years, while the social perspective of sustainability has
lagged. Nevertheless, in recent years a notable shift hap-
pened, as the family businesses are revising their code of
conduct and placing greater attention on social norms and
human rights. As the interviewee of FB5 emphasised: "The
ethical question in family businesses has been strongly followed
when it comes to the social aspect, and I can imagine that it has
always been better, compared to large corporates”. Progress
has been made, and new laws like the German government’s
supply chain act pressure businesses to enhance transparency
in their supply chains. However, challenges persist, espe-
cially in regions where issues are prevalent. There is still a
long way to go, but considering the various developments
and investments, the family businesses are on a positive tra-
jectory. The average score of 3.9 indicates a good average,
heading in the right direction, although specific areas still re-
quire further development. As the interviewee of FB1 noted,
"(...) sustainability is not a short-term trend. It will continue to
rise significantly and then remain of very, very high importance
in the long term”.

4.2. Cross-Case-Study Analysis

In this section, a cross-case analysis examines common
characteristics that influence sustainability in family busi-
nesses. The interview findings are compared to academic lit-
erature and translated into a framework. The cross-case anal-
ysis of all eight interviews revealed specific advantageous
characteristics and challenges that family businesses face that
do not align with existing scholarly literature. The qualitative
analysis identified six essential areas related to sustainability
in the procurement process of family businesses (see Table
8). The identified statements are presented and compared to
academic literature, ending in the development of the “Sus-
tainability Process Model” (see Figure 3).

P Schmidt / Junior Management Science 9(2) (2024) 1485-1510

4.2.1. Sustainability: Cost or Benefit

While implementing sustainable business practices brings
undeniable environmental and social benefits, it entails in-
vestment costs and requires substantial resource allocation.
Among most interviewed family businesses, there was a con-
sensus that the benefits surpass the expenditures (FB1, FB3,
FB5, FB6, and FB7). Furthermore, FB4 acknowledged the
potential for more significant benefits by comprehensively
analysing their procurement process, revealing existing in-
efficiencies and identifying opportunities for sustainable in-
vestments. The interviewee from FB1 pointed out: “With
many investments, there is medium- to long-term cost advan-
tages, and it starts with efficiency gains”. Moreover, FB5 is an
excellent example, as they have focused on sustainable busi-
ness practices for decades. The Interviewee of FB5 stated,
“(...) showing other companies that sustainable procurement
practices can have a pay-off demonstrates that such practices
can be rewarding for other companies”. FB7 emphasised the
non-financial benefits of sustainable practices, highlighting
their importance for the ownership family.

Nonetheless, all participants acknowledged that the
short-term costs are significant. FB2 and FB8 perceived the
expenses of sustainability to outweigh the benefits. FB8 ex-
plained this by emphasising: "(...) the regulations imposed by
the government result in high bureaucratic costs because even
the purchase of 100 pencils has to be reported". In recent years,
the political landscape has undergone significant changes,
introducing numerous laws and regulations. These changes
have resulted in heightened bureaucratic costs, particularly
for family businesses and other medium-sized companies.

Overall, most interviewed family businesses confirmed
the academic findings of Carter et al. (2000) and Feng et al.
(2018) that sustainable business practices indeed have a pos-
itive financial payoff. However, this is contingent upon mak-
ing suitable investments and considering the long-term per-
spective, as sustainable practices contribute to more crisis-
resistant business operations.

4.2.2. (Dis-) advantages of Relationship with Suppliers

The interviewees recognized the significance of their re-
lationships with suppliers as a critical distinguishing factor
contributing to their operational success. They highlighted
the substantial competitive advantages derived from their
close and personal connections with their suppliers. For in-
stance, the interviewee of FB4 stated: "Our primary focus is
on building enduring and sustainable relationships with our
suppliers, which facilitates seamless collaboration". FB5 and
FB6 further endorsed this perspective by emphasising that
such partnerships enhance resilience through close collabo-
ration, fair pricing, and personal connections. They under-
scored that these strong ties with suppliers enable them to
navigate crises because of their loyalty and personal connec-
tion to their family businesses. FB7 highlighted that personal
relationships enhance transparency and simplify gathering
environmental, social, and governance data. Additionally,
FB4 and FB5 emphasised the importance of high-quality re-
lationships in driving change, developing sustainable prac-
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Table 8 — continued

Topic | Sustainability: (Dis-) advantages of Financial Situation Impact of Impact of Family Other (Challenges)
Cost or Benefit Relationship with of Family Business Sustainability and Ownership on
Suppliers in regard to in regard to Family Businesses Sustainability
Sustainability in Family Sustainable on Agility and
FB Businesses Investments Resilience
FB4 | Chance to look Long-term partnerships Capital is not a Flat hierarchies Family businesses have the High costs and
and improve and collaborations foster concern due to a enable higher agility | ability to understand and bureaucratic
operations mutual growth and are healthy capital and sustainability empathize with the burdens arise as a
leading to highly advantageous, structure and increases enhanced challenges faced by its result of the
potential highlighting the cooperations with crisis resilience suppliers, particularly increasing number
improvements importance of close banks, eliminating smaller businesses and can of laws and
and benefits relationships and any issues related to provide financial support regulations that
sustainable collaboration | financial constraints while maintaining a have been
long-term perspective implemented and
are expected to be
FB5 Benefit from Strong personal Financial Sustainability and With no obligation to Fast
firm’s long- relationships facilitate the independence close supplier external shareholders, decision-making
standing development of provides a relations enhance family businesses have the processes and the
commitment | sustainable practices in the significant resilience in crisis autonomy to make pursuit of
to supply chain and enhance advantage for situations decisions and investments non-monetary
sustainability resilience during crises making decisions that may not prioritize interests, even
since inception that prioritize non- immediate financial gains when financial
monetary goals but contribute to gains are not
long-term sustainability evident, are
inherent advantages
of family businesses
FB6 Enhanced Good relationships have No significant Sustainability and Long-term perspective is High costs and
financial proven to be a source of differences are close supplier given in family businesses bureaucratic
performance resilience during observed in capital relations enhance and that enhances burdens arise as a
through challenging times structures between resilience in crisis sustainability result of the
sustainability family businesses situations increasing number

in the long run

and non-family
businesses

of laws and
regulations that
have been
implemented and
are expected to be

(Continued)



1501

P Schmidt / Junior Management Science 9(2) (2024) 1485-1510

9q 01 pa1dadxa are
pue pajuswa[dur
u93(q IARY
1B} suonensaal

pue smej jo

Jaqunu 3ulseaoul
93 Jo J[nsail

E SB 9sLIe Suapinqg

S9sSaUISNq A[TWe] 03
a3ejueape ue 3uiald ‘puey
J® ST 1oAouIn) dKo[dwa

sassauIsnq
AJrurej-uou pue
S9ssauISnq AJIurej
U99MI9(Q SIINIINIIS
[earded ur paaIasqo

sassaulsnq
Aurey pue Aqurej-uou

Slgouaq I2A0

Jnemneaing pasea1dap e ‘diysisumo 21 S9DUDIDJJIP [10q ur s[qenyea A[enba 1502 Y31y Jo
pue s1s0d Y31 Arurey a3 03 sang JuedyIUSIS ON a1e sdrysuone[a1 aso[D 9ouBRUIWIOPaI] 894
aAnDadsiad
w13-3uo[
$9ss9201d U eW-UOISIOAP syueq apis3uofe a1 ut jjo-Aed
ur duapuadapur suonenis 3unjiom ur UoneINSu0d 10J s9dUBYD
SI91S0J pue A[IqeureIsns SISLID UI 9JUSI[ISa1 SONSSI OU $90BJ PUB | 9ANRIOJR[[0D puk X1sauoy pue sijauaq
sajowo1d sassauIsnq 9DUBYUD SUOTIR[A1 a1nonmns [eded %ousredsuen se yons seale | [eDUBUG-UOU
Aqturey ur paureidut Ja1pddns asop Aq3fesy e surejurewt ur sogejueApe JUedYIugIs JuedyIudis
aAnDadsiad wisl-3uoy sy, pue A1iqeureisng Auedwod ayJ, SI9JJO 10BIUOD [BUOSIS] mnq ‘s1sod Y31 | /94
OURI[ISIY SIUSUIISIAU] sassauIsng g4
pue A8y uo 9[qeureisng ATrureq ur Aniqeureisns
Aiqeureisng sassaursng A[rureq 0} piedaI ur 03 p1eda1 ur sorddng
uo drysieumQ pue Afiqeureisng ssauisng Ajureq jo ynm diysuone[yg Jjouag 10 150D
(se8ualreyD) 1DYI0 Aqureq jo 1oedury Jo 1oedu] UONBNIIS [BDUBUL] Jo sadejueape (-SIq) :Aniqeuresng | oidog,

panunuod — g J[qel,




1502

tices, and fostering collective competencies. They also high-
lighted that due to stringent regulations and compliance rules
in Germany, cooperation cannot be sustained if products fail
to meet the required quality standards. However, FB3 ac-
knowledged the potential issue of subjectivity by establish-
ing personal connections. To ensure objectivity in supplier
evaluation, they have implemented specific processes that in-
volve multiple individuals in the assessment. As stated by the
interviewee of FB3: "We have two people looking at the sup-
plier’s evaluation to ensure objectivity". These measures aim
to minimize subjective biases and enhance the accuracy of
supplier evaluations. Furthermore, FB8 expressed a differ-
ent viewpoint, stating that there were no discernible differ-
ences between family and non-family firms regarding their
relationships with external stakeholders.

Berrone et al. (2010) and Le Breton-Miller and Miller
(2016) researched the high-quality relationships that family
businesses tend to develop with internal and external stake-
holders. They found that these mutually benefit both the sup-
pliers and the firm, aligning with this study’s findings. Fur-
thermore, the results of this study support the research by
Carter and Rogers (2008) and Beske et al. (2014), highlight-
ing the importance of collaboration and supply chain sup-
port in adopting sustainability practices and building com-
petencies. The family businesses recognized the benefits of
collaborative partnerships and the development of sustain-
able practices within the procurement process. Contradict-
ing the findings of Donaldson and Walsh (2015), who sug-
gest that such relationships may hinder agility and the firm’s
willingness to change, most family businesses emphasised
the positive impact of close relationships on their sustain-
ability efforts. Overall, the findings indicate that personal
relationships are advantageous regarding sustainability and
economic aspects. Consistent with Beske et al. (2014), fam-
ily businesses considered the support of their supply chain to
be beneficial, as it fosters loyalty and resilience, particularly
in crises.

4.2.3. Financial Impact of Sustainability

None of the family businesses confirmed that financial
constraints were imposed by their family ownership. FB2
highlighted the significance of maintaining a healthy capital
structure, stated, "(...) one particular effort we made is that
we have achieved a robust equity structure (...)", while FB4
added, “(...) we have a solid capital structure, which enables
us to support suppliers financially or provide backing for their
loans at banks". The interviewee from FB5 further reinforced
these statements: "As a result of our financial independence,
we have a great deal of freedom in decision-making and can
implement sustainability strategies that we deem appropriate".
In summary, the findings suggest that family businesses, with
their financial control and absence of external shareholders,
are not restricted by financial constraints when making sus-
tainability investments in the procurement process. Many
companies expressed that family ownership enhanced their
access to capital and allowed them to prioritise their vision
and values over purely financial considerations. The inter-
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viewee of FB5 stated the absence of external shareholders
as advantageous in making investments that did not pay off
financially but instead focused on social and environmental
value creation.

On the other hand, the interviewee from FB8 stated, that
“(...) it is not important if the business is a family business or
not, but what is important is the product and market the busi-
ness operates in". A sentiment supported by the interviewee
from FB6.

The findings of this study contradict the existing liter-
ature, particularly the arguments put forth by Clauf} et al.
(2022) and other scholars regarding the limited financial re-
sources and risk aversion of family businesses. None of the
family businesses, except for FB8, reported having financial
constraints. Academic literature suggests that focusing on
safeguarding the company leads to reduced innovation and
potential missed investment opportunities (Machek et al.,
2019). The study findings unveil that none of the family
businesses interviewed encountered financial limitations or
inadequate capital for essential investments. Furthermore,
FB2, FB4, FB5, and FB7 specifically emphasised the strength
of their capital structure, enabling substantial investments
without relying on external funding. These findings disrupt
the prevailing understanding and underscore the necessity
for additional research in this domain, expanding upon the
current literature.

In addition, the perspectives of Harith and Samujh
(2020) and Patel and Chrisman (2014) regarding social-
emotional wealth highlight conservative investment be-
haviour and aversion to risk. In contradiction to this view,
the family businesses interviewed in this study diverged from
such a perspective. They underscored that family ownership
amplified their commitments to sustainable investments.
Although they did not explicitly mention an inclination to-
wards higher risk-taking, they expressed heightened liberty
to invest in projects that might not yield financial returns.
This finding reinforces that the socio-emotional wealth per-
spective underscores the non-financial aspects cherished by
family businesses, culminating in enhanced sustainability
performance. (Berrone et al., 2010).

4.2.4. Agility and Resilience in Family Businesses

Agility and resilience are critical concepts in today’s busi-
ness environment, as organisations need to make prompt de-
cisions in challenging situations. Demonstrating resilience
is particularly important within the supply chain to ensure
uninterrupted production. An important finding from the
interviews is that family businesses possess greater agility
than large corporations. This perception is attributed to their
family ownership structure, flat hierarchies, and the own-
ing family’s active participation in the business’s daily oper-
ations. (FB1, FB2, FB3, FB4, FB5, FB7). The Interviewee of
FB4 stated: "We have a cooperative with which we collaborate
closely, and being a family business gives us the advantage of
being more agile”.

Moreover, it became apparent that sustainability acts as a
catalyst for enhancing the resilience of family businesses, par-
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ticularly amidst recent disruptions to supply chains caused
by various crises. The establishment of close and enduring
partnerships with suppliers, along with the adoption of sus-
tainable business practices, was found to be instrumental in
bolstering this resilience. As the interviewee from FB2 artic-
ulated: "We have implemented a CO,, recovery system, thereby
eliminating the need to procure carbon dioxide for our produc-
tion processes“. Corroborating this perspective, the intervie-
wee from FB5 affirmed the operationalisation of the procure-
ment, even during times of crisis, because "(...) the suppliers
are loyal to us as we invest in the relationship“. Furthermore,
attaining self-sufficiency in electricity can further strengthen
resilience and diminish reliance on external sources, as evi-
denced by the practices of FB2 and FB7.

Academic literature, as well as the findings of this study,
demonstrate that sustainability practices contribute to en-
hancing resilience (Govindan et al., 2020). Family ownership
and management also fostered agility through flat hierar-
chies and low agency costs, facilitating fast decision-making
processes (FB1, FB2, FB3, FB4).

4.2.5. Impact of Family Ownership on Sustainability

The influence of family ownership on sustainability can
be a double-edged sword, as it depends on the vision of the
owning family and the management of the business. Given
the introduction of new laws in recent years and the result-
ing demands for commitment to sustainable practices of the
public, there is no distinction between family and non-family
firms, as these laws apply to all.

Nonetheless, when the owning family embraces the tra-
ditional mindset of dedication, family ownership can be per-
ceived as advantageous. The interviews unveiled that all re-
spondents viewed family ownership as a strength for sustain-
ability, as family businesses commonly demonstrate a pro-
found commitment to their communities and the enduring
sustainability of their enterprises. Family businesses often
adopt a long-term outlook, prioritising generational objec-
tives over short-term or medium-term gains. As emphasised
by FB1: "Family businesses tend to have a strong sense of re-
sponsibility due to their close connection to their communities".
Extending on that interviewee of FB2 mentioned: ”(...) fam-
ily businesses think sustainable because they do not focus on
quarterly reports or executive terms, but instead on genera-
tions”, a sentiment echoed by FB6 and FB7. FB4 emphasised
that most of their suppliers are small- or medium-sized fam-
ily businesses, allowing for a deeper understanding of their
challenges and the opportunity to develop sustainable mea-
sures collaboratively. Furthermore, FB5 illustrated the inde-
pendence of family ownership enables the possibility of mak-
ing investments that may not yield financial returns. The in-
terviewee stated: “The moral aspect becomes crucial, particu-
larly in the realm of social sustainability. I believe that family
businesses have historically outperformed large corporations in
this regard”.

Le Breton-Miller and Miller (2016) have observed that
family businesses exhibit a long-term orientation and pri-
oritise sustainability over short-term gains, which aligns
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with the findings of this study. The interviewees expressed
their commitment to ensuring the business’s longevity for
future generations and their interest in environmental and
social sustainability (Machek et al., 2019). Finally, this study
further supports the findings of Habbershon and Williams
(1999) regarding the strong commitment of family busi-
nesses to their communities and external stakeholders.

4.2.6. Challenges of Sustainability for Family Businesses

During the interviews, several challenges were expressed
by the interviewees, particularly regarding the high costs as-
sociated with the increasing need for sustainable investments
(FB1, FB2, FB4, FB6, FB8). Additionally, FB2, FB4, FB6, and
FB8 highlighted the escalating bureaucracy costs resulting
from new laws and compliance regulations imposed by the
government. As illustrated by the interviewee of FB2: "When
I have to go through the same process for a pen, which is just
a merchandising item, as for all other products in the procure-
ment process, it becomes nothing but bureaucracy". Building
on that, the interviewee of FB4 stated: "In our case, the het-
erogeneity of family businesses comes into play, as we don’t have
a unified inventory management system, (...), thought should
be given to the structure of different types of businesses, rather
than only large corporates. This escalates the resources spent on
bureaucratic processes". In this context, the interviewee em-
phasises that the issue lies not in the essence of sustainability
itself but in the tendency of governmental policies to predom-
inantly cater to corporations with a standardized structure,
disregarding the distinct characteristics of family businesses.
This challenge has the potential to lead to inefficient utiliza-
tion of resources in the future, particularly in the upcoming
decade, and may pose a substantial competitive disadvantage
for family businesses. Appropriate measures must be imple-
mented to address these challenges, either by the govern-
ment or family businesses. These measures should bridge the
gap between regulatory requirements and family businesses’
specific needs and capabilities, fostering a more favourable
and supportive environment for sustainable practices.

4.3. Propositions and Framework

The findings derived from the interviews conducted
with family businesses provide evidence to support Propo-
sition 1. It showed apparent that all the family businesses
demonstrated a certain level of sustainability and showcased
strengths in one or more pillars. Notably, all the interviewed
family businesses emphasised the significance of maintaining
high-quality relationships with suppliers and other external
stakeholders, attributing this as an advantageous factor in
implementing sustainable business practices. Furthermore,
most family businesses underscored their long-term focus
and unwavering commitment to their communities. This
confirms the proposition that having a long-term vision fa-
cilitates sustainable investments, as it allows for a focus on
non-immediate financial pay-offs.

The study’s findings support Proposition 2, as all inter-
viewed family businesses affirmed the advantages of close
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relationships with suppliers in adhering to and advancing
sustainable business practices. While one family business ex-
pressed concerns about potential subjectivity in supplier se-
lection, they had implemented business processes to mitigate
this issue (FB3). It is noteworthy that all family businesses
emphasised the strict compliance regulations in Germany,
which compelled them to change suppliers if any quality or
social issues arose. Their decision-making process was free
from any form of personal favoritism. They actively sought
solutions and collaboration with suppliers to maintain the
business relationship, but if improvements were not feasible,
they were forced to switch suppliers. Additionally, seven of
eight family businesses acknowledged that family ownership
heightened their focus on sustainability. It gives them the
autonomy to pursue their visions without pressure from ex-
ternal shareholders. The strong connection of the owning
family with external stakeholders, driven by motives beyond
financial gain, further facilitated the implementation of sus-
tainable business practices.

To summarise, the findings of this study indicate that spe-
cific characteristics inherent to family businesses positively
influence sustainability in the procurement process. These
characteristics include the ownership structure, a long-term
vision, agility, and a genuine interest in supporting communi-
ties and regions. Furthermore, the absence of external share-
holders and the ability to access local banks’ capital based
on a favourable brand image provide additional support for
sustainability initiatives. Based on these findings, a frame-
work has been developed to emphasise the significance of
family business characteristics in enhancing sustainability in
procurement (see Figure 3).

Figure 3 showcases the key findings, emphasising the
potential of family businesses, to drive sustainability in pro-
curement. The study uncovers that family businesses derive
advantages from their ownership structure and streamlined
decision-making processes, which are facilitated by their flat
hierarchies. These advantageous characteristics of family
businesses are further elaborated in Figure 3. These at-
tributes, coupled with the preferred measures listed, can im-
prove sustainability in procurement and the overall supply
chain, consequently leading to a higher ESG rating. Fur-
thermore, the study highlights the long-term advantages of
enhanced sustainability, indirectly contributing to the com-
petitive edge of family businesses. The following concise
definitions offer a comprehensive overview of the indirect
impact that enhanced sustainability can exert on family busi-
nesses, illustrating the potential for these measures to yield
significant competitive-, as well as cost advantages.

* Resource usage pertains to reducing resources utilized
in production through implementing circular economy
practices. This ultimately generates long-term cost ad-
vantages and has a positive environmental impact.

 Sustainability bolsters resilience by ensuring an agile
procurement and supply chain process. Strong sup-
plier relationships enhance loyalty, enabling consistent
delivery to family businesses even during shortages.
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* Effectively utilizing an improved brand image can
serve as a powerful tool for employer branding and
customer attraction. Furthermore, it has the potential
to enhance long-term brand image, customer retention
rates, and foster customer loyalty.

* Investments can enhance supply chain independence
by utilizing by-products and developing in-house capa-
bilities to produce essential items like energy and gas.
This reduces reliance on external sources and mitigates
the impact of cost increases and crises.

* Centralizing data management facilitates streamlined
communication with entities such as the government
and aids in compliance with regulations, as all perti-
nent data is readily accessible, leading to decreased re-
source intensity. This decreases the resource intensity
of sustainability reporting.

Integrating sustainable procurement practices can im-
prove risk management by identifying and mitigating po-
tential environmental, social, and governance risks. This
highlights the overall advantage of sustainability in the pro-
curement process.

5. Discussion

In recent years, there has been a significant increase in
academic literature focusing on sustainability, indicating a
growing interest in these topics. However, the connection be-
tween sustainability and family businesses has been largely
overlooked. This study aims to bridge that research gap by
measuring privately held family businesses’ sustainability rat-
ings on the procurement process. The following section sum-
marises the study’s findings, outlines the implications, and fi-
nally presents the limitations of this study and future research
avenues.

5.1. Summary of the Findings
5.1.1. Research Question 1

Based on the cross-case analysis, several noteworthy find-
ings emerged, shedding light on sustainability in procure-
ment within family businesses. The formulation of the first
research question aimed to conduct a comparative analysis of
sustainability, based on ESG principles, in the procurement
process of family businesses.

The ESG rating assessment revealed that all family busi-
nesses allocated resources to sustainable initiatives. This
demonstrates their growing commitment for sustainable
practices in the procurement process, highlighting the busi-
ness sector’s role in this regard. Furthermore, the results in-
dicated that family businesses firmly focused on sustainable
investments and process implementations in the environ-
mental pillar. However, there was a lag in the social pillar,
particularly in areas related to transparency of the supply
chain. A noteworthy observation is that family businesses
that implemented sustainability measures years ago have
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Figure 3: Sustainability Process Model (Source: Own Creation)
Table 9: Influence of Sustainability on Family Businesses (Source: Own Creation)
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reported financial benefits, indicating the potential return on
these investments (see Figure 2). This highlights the signifi-
cance of adopting a long-term perspective when considering
and implementing sustainability initiatives.

In summary, the rating assessment showed that most fam-
ily businesses had made reasonable efforts in implementing
sustainability practices based on ESG principles, particularly
in the environmental pillar.

5.1.2. Research Question 2

Turning to the second research question, challenges and
advantageous characteristics that influenced sustainability in
family businesses were identified and described. By compar-
ing these findings with existing academic literature, a com-
prehensive understanding of the topic was achieved. These
characteristics and traits are presented in Table 9.

Six of the eight family businesses interviewed positively
viewed sustainability, acknowledging its long-term advan-
tages. Nonetheless, FB2 and FB8 raised concerns about the
potential cost implications of government regulations intro-
duced in recent years. The immediate apprehension revolved
around the bureaucratic burdens associated with extensive
reporting obligations. While larger corporations might find it
more manageable to meet these requirements, medium-sized
businesses, including family enterprises, could encounter dif-
ficulties ensuring compliance.

Throughout the study, it became clear that family busi-
nesses regarded their external stakeholder relationships as

the most advantageous characteristic for enhancing sustain-
ability in procurement. By maintaining strong and posi-
tive relationships with these stakeholders, family businesses
could gain support, share knowledge and expertise, and
collectively work towards achieving sustainability goals in
the procurement process. It is important to note that while
these relationships were personal, the businesses emphasised
that they did not face any constraints in holding suppliers
accountable for meeting quality standards and other re-
quirements. In cases where deficiencies were identified, the
existing laws and regulations did not allow for compromises.
However, it was evident that the family businesses sought
to provide support and opportunities for their suppliers to
improve and address any shortcomings before considering
alternative options.

Regarding the financial situation of family businesses on
sustainability, none reported challenges in accessing capital
for sustainable investments. On the contrary, their favourable
reputation and personal relationships with external stake-
holders enabled them to access money more quickly, partic-
ularly from local banks (FB2).

The agility of family businesses was attributed to their
flat hierarchies and the active involvement of the owning
family in the industry. Family businesses could make ag-
ile decisions without being constrained by extensive corpo-
rate policies, ensuring the smooth functioning of their pro-
curement process (FB2). Sustainability initiatives also con-
tribute to the resilience of family businesses by promoting
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self-sufficiency and reducing dependence on external suppli-
ers. They enhance their operational continuity and adapt-
ability through sustainable practices such as recycling by-
products from their production processes or developing in-
house competencies. This allows them to withstand crises
better and maintain uninterrupted operations. By fostering
independence and reducing reliance on external factors, fam-
ily businesses strengthen their resilience and increase their
ability to navigate challenging circumstances.

Lastly, it was evident that family ownership positively in-
fluenced sustainability in the procurement process. All family
businesses showed a genuine long-term commitment and in-
terest in ensuring the company’s continuity for future genera-
tions. In contrast to large corporations with shorter executive
terms driven by shareholder pressure and high agency costs,
family businesses were not constrained by such factors. This
allowed them to prioritise long-term sustainability and make
significant investments in the procurement process. Addi-
tionally, family ownership directly impacted employee reten-
tion, fostering strong commitment. This, in turn, indirectly
influenced the establishment of close and favourable connec-
tions and relationships with external stakeholders, ultimately
enhancing sustainability efforts.

Deriving from those findings, the framework presented
above highlights specific characteristics of family businesses
that serve as general competitive advantages compared to
non-family firms (see Figure 3). If these characteristics are
combined with specific measures to enhance sustainability in
the procurement process, they contribute to improved finan-
cial returns, brand image and more. As depicted in Figure 3,
this framework provides a comprehensive understanding of
how family businesses can leverage their inherent strengths
to drive sustainability and reap the associated benefits.

5.2. Implications
5.2.1. Implications for Academic Research

The findings of this study make a valuable contribution
to academic research in several ways. Firstly, they align with
existing literature on the long-term benefits of sustainability
measures in family businesses, corroborating the findings of
Carter et al. (2000) and Feng et al. (2018). The study empha-
sises that the positive impacts of sustainability outweigh the
associated costs, highlighting the importance of sustainable
investments in driving long-term success.

Secondly, the study sheds light on the significance of con-
sidering the social dimension within SSCM. As highlighted
by Carter and Easton (2011) and Brandenburg et al. (2014)
the focus of sustainability has predominantly been on a sin-
gle sustainability dimension, with more attention given to the
environmental aspect within SSCM in recent years. The find-
ings align with previous observations and highlight the need
for more attention to specific measures, such as transparency
within the supply chain.

Thirdly, the study contributes to understanding the ad-
vantages of family businesses concerning sustainability and
agility (Seuring & Miiller, 2008). Cooperation and the im-
mediate support of focal companies within the supply chain
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are essential for improving sustainable procurement prac-
tices (Macdonald, 2007). The research confirms that close
relationships with suppliers are perceived as catalysts for
agility and resilience, contradicting the notion that they im-
pede change or decrease agility. Adding to that, the findings
by Govindan et al. (2020), which suggest that sustainability
initiatives contribute to enhancing resilience, are supported
by this study. All family businesses in the study confirmed
this relationship, indicating that investments in sustainable
business practices improve process efficiency and promote
greater independence from suppliers. These insights bring
nuance to the current body of literature and underscore the
significance of professional partnership management and
transparency in supply chain relationships, thus highlighting
the distinctive advantage held by family businesses.

Regarding financial limitations, the research by Clauf3
et al. (2022) and other scholars suggest that financial re-
sources often constrain family businesses and tend to be risk-
averse in decision-making. The cautious approach observed
in family businesses, as mentioned by Berrone et al. (2010),
stems from their strong desire to safeguard the long-term
sustainability and success of the family business. However,
this study challenges these findings as none of the inter-
viewed family businesses reported financial constraints or a
lack of capital for investments. Some family businesses high-
lighted their robust capital structure and healthy financial
position, enabling them to make substantial investments in
sustainability without relying on external capital (FB2, FB4,
FB5, and FB7). These findings contradict previous research
and provide an extension by demonstrating that family busi-
nesses’ low debt financing and healthy capital structure em-
power them to make significant financial investments regard-
ing sustainability in procurement.

5.2.2. Implications for Practitioners

While all family businesses have made some level of ef-
fort in implementing environmental sustainability measures
in procurement, there is a noticeable gap in addressing the
social dimension. The findings imply that future focus should
prioritise enhancing social sustainability practices, as govern-
ment regulations increasingly demand reporting in this area.
While larger firms with a substantial workforce have been ob-
ligated to report thus far, smaller firms will also be impacted
in the coming years. Family businesses already invested in
sustainability and developed relevant competencies will be
better positioned to navigate this transition smoothly.

Furthermore, the findings of this study suggest that fam-
ily businesses possess specific competitive advantages com-
pared to non-family firms (see Figure 3). To effectively make
use of these identified advantages, prohibit challenges, and
utilize the framework, several actions can improve the ease
of adoption:

* Employing a full-time sustainability specialist facil-
itates staying informed about new regulations and
laws, enabling the organisation to remain proactive
and compliant.
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* Implementing a centralized data management system
is crucial for effectively adhering to new regulations
and laws introduced by governments. This ensures the
efficient allocation of resources and facilitates better
access to comprehensive company-wide data.

e Conducting a thorough supply chain analysis and es-
tablishing collaborative relationships with suppliers
helps identify areas for improvement and inefficien-
cies, thereby promoting innovation.

* Maintaining a long-term vision and ensuring alignment
between management and family ownership regarding
goals and objectives helps mitigate agency costs and
enhances sustainable decision-making.

* Acknowledging the indirect benefits of sustainable
measures can provide a strategic advantage (see Fig-
ure 3).

* Building and nurturing strong collaborative relation-
ships with external and internal stakeholders, fostering
employee loyalty and positive relationships, facilitates
continuous development and progress.

Aligning the identified competencies with the inherent
advantages of family businesses facilitates the implementa-
tion of sustainability measures (refer to Figure 3). Adapting
processes to reduce resource intensity in reporting and ensur-
ing thorough due diligence contribute to long-term benefits
and indirect advantages (see Figure 3).

In summary, while sustainability in procurement may en-
tail initial costs and resource-intensive processes, family busi-
nesses can leverage their inherent advantages and apply the
practical implications to implement the measures outlined in
Figure 3. This strategic approach can lead to a sustainable
competitive advantage in various domains over the long term
and minimise family businesses’ challenges.

5.3. Limitations

While this study has made valuable contributions to aca-
demic research, it is essential to acknowledge the limitations
of this study.

Firstly, the study focused specifically on family businesses
in the food and beverages industry, which may limit the gen-
eralizability of the findings to firms in other sectors. The
variations in products, sourcing regions, and other factors
within the food and beverages industry can also introduce
differences among family businesses that were not fully ac-
counted for. Additionally, the study concentrated on German
family businesses, and the findings may not directly trans-
late to other regions or cultural contexts. The cultural, le-
gal, and regulatory factors influencing sustainability prac-
tices vary across countries. Thus, the findings should be in-
terpreted within the specific context.

Secondly, the sample size of family businesses included in
the analysis was relatively small, which could affect the rep-
resentativeness of the findings. That could restrict the extent
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to which the results can be applied to a broader population
(Queiros et al., 2017). However, the rating scale developed
in this study can be broadly used and modified for further
research and industry evaluation.

Lastly, a limitation of the study is the potential presence
of biases in the responses provided by the interviewed indi-
viduals. Since only one person per family business was in-
terviewed, ensuring complete objectivity in the results is dif-
ficult. On the other hand, it is essential to acknowledge that
all findings in this study were derived from detailed expla-
nations and specific examples provided by the interviewees.
These examples served as evidence to support the observa-
tions and statements made by the participants. While the
data analysis conducted in this research provides valuable
insights and keeps the identified factors, it is essential to con-
sider the potential influence of other variables that have not
been accounted for.

5.4. Avenues for Future Research

This study focused on examining the sustainability of
family businesses in the procurement department and de-
veloping a comparative framework for assessing their sus-
tainability practices. This framework has the potential to
be applied to other industries and allows for comparisons
between family businesses and non-family firms in terms of
sustainability in procurement. Future research should con-
sider expanding the sample size to include family businesses
from diverse geographic locations, enabling a more compre-
hensive understanding of sustainability practices in procure-
ment. Moreover, employing qualitative research methods
could provide deeper insights into family businesses’ moti-
vations and decision-making processes concerning sustain-
ability. This would benefit policymakers, researchers, and
practitioners aiming to promote sustainable business prac-
tices.

Another area of research that warrants investigation is
the financial situation of family businesses. The qualitative
findings of this study have uncovered intriguing results that
challenge existing literature on the financial constraints ex-
perienced by family businesses. Further research in this area
could yield valuable insights into the economic dynamics of
family businesses and potentially offer additional evidence to
support these findings.

Sustainability has garnered increasing attention from
scholars and researchers in recent years, and its connection
to family businesses has been explored in previous studies.
However, this study aimed to bridge a gap by developing an
ESG rating framework specifically for privately held family
businesses to compare their sustainability efforts in procure-
ment. This framework can be adapted for future research
in various business departments, industries, or non-family
firms. The framework provides a structured approach to
evaluate sustainability in private companies, allowing for
consistent and standardized assessments across different
industries. It can help researchers and evaluators identify
strengths and weaknesses in sustainability performance and
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track progress over time. Moreover, it can assist in bench-
marking and setting targets for sustainable practices.

Finally, developing the rating scale and criteria provides a
valuable contribution to future research, as it can be adapted
and applied to various scenarios, industries, and sustainabil-
ity topics beyond procurement. The scalability and adapt-
ability enhance the usefulness of the rating scale in assessing
sustainability efforts in different contexts.

6. Conclusion

This study offers insights into the sustainability practices
in their procurement processes by conducting qualitative
cross-case analyses of eight family businesses. The find-
ings reveal that most family businesses have implemented
sustainable procurement measures, surpassing current legal
obligations. However, there is room for improvement in ad-
dressing the social dimension of sustainability in light of new
regulations. Furthermore, the study highlights the advanta-
geous characteristics of family businesses in implementing
sustainable practices, as outlined in Figure 3.

In light of the current state of environmental pollution
caused by companies, the global community, and the planet,
it is imperative to prioritise comprehensive sustainability de-
velopment. Although commendable efforts and investments
have been made, continuous progress is essential to uphold
and enhance sustainability, as the interviewee from FB5 high-
lighted: "We have now reached the status quo and want to
maintain it, so we must continually strive to sustain and im-
prove it ourselves®. Every business should strive for ongoing
growth, investment, process implementation, and innovation
to advance sustainability, as the demand will consistently rise
to secure a livable future for future generations. Significant
challenges lie ahead, particularly considering the potential
impact of upcoming regulations in Germany and the Euro-
pean Union. These regulations will affect large corporations,
family businesses, and medium-sized enterprises, emphasis-
ing the need for proactive measures and adherence to regu-
latory requirements at all levels.

In summary, this study finds that family businesses have
achieved satisfactory sustainability, as evidenced by their pos-
itive ratings in reducing environmental impacts and adhering
to governance practices. However, family businesses must ac-
knowledge and fulfil their responsibilities, considering their
substantial presence in the economic landscape. Moving for-
ward, they should continue their dedication to sustainability
and embrace their role as responsible corporate citizens.
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