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Abstract Green Supply Chain Management (GSCM) has received increasing atten-
tion, at least in recent decades. During this time, it has become apparent that are signif-
icant complexities in its management. From both a practical and research perspec-
tive, there is a need to simplify and understand this complexity. To further deepen 
the understanding of the problem, institutional theory, which consists of three insti-
tutional pressures, namely government pressure (coercive pressure), market pres-
sure (normative pressure) and competitive pressure (mimetic pressure), was used to 
investigate the relationship between institutional pressure and GSCM practices in 
the manufacturing industry in Malaysia. Data were collected using questionnaires 
in different Malaysian manufacturing companies. The hypotheses were tested using 
SmartPLS 3. The results from the 118 respondents showed that the command and 
control instrument and competitive pressure supported the hypothesis, while the 
economic incentives instrument and market pressure did not support the hypothesis. 
Finally, the enactment of stringent environmental regulations by the government was 
found to be most effective in promoting the adoption of GSCM practices. 

Keywords Green supply chain management (GSCM) · Institutional theory ·
Institutional pressures · Sustainable development · PLS-SEM 

1 Introduction 

Changes in the industrialization of supply chain management (SCM) are happening 
very fast, which has a negative impact on the environment and ecology. These issues
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have led to many climate change agreements between nations to act in a more envi-
ronmentally friendly manner. In response to the increased pressure to become more 
environmentally friendly, manufacturing companies are moving away from a tradi-
tional profit-driven approach to a more balanced approach where both economic 
and environmental needs are simultaneously pursued as key business objectives [1]. 
There is no doubt that implementing environmental objectives in the supply chain 
requires a holistic approach [2]. Green supply chain management (GSCM) is one of 
the innovations that should be practiced in the industry to overcome the problem. 
GSCM is a combination of environmental thinking and SCM that includes product 
design, material sourcing and selection, manufacturing processes, delivery of the 
final product to the consumer, and end-of-life management of the product [2, 3]. 
The goal of green supply chain management is to minimize waste and pollution by 
integrating environmental thinking into product design [4]. 

In many countries, green innovation has already taken hold. But how many indi-
vidual companies are addressing this issue? Are they willing to incur more costs 
for environmental certification such as ISO 14001? Although GSCM research has 
come a long way, there are still gaps, including but not limited to the identification 
of GSCM antecedents, their impact on supply chain performance, and barriers from 
stakeholders, suppliers, and consumers [5]. Abdullah et al. [6] stated that despite the 
given value and benefits, manufacturers’ contribution to green practices falls short of 
expectations. Due to the difficulties involved, many manufacturers are discouraged 
from engaging in innovation and remain stuck in familiar routines. 

External pressure is the main driving force in getting companies to adopt GSCM 
practices. Based on several previous findings, [7–12], GSCM has become more 
important due to pressure from various stakeholders, such as government regula-
tions, government support, consumers, and competitors. These stakeholders exert 
pressure and motivate companies to minimize the risk of pollution in the supply 
chain to become an environmentally responsible company [13]. 

The findings of [11] show that this pressure encourages the adoption of environ-
mentally friendly practices in China. In Malaysia, the awareness of environmental 
issues is still at moderate level [6, 14]. Therefore, this study aims to determine 
the relationship between institutional theory and GSCM practices in the manufac-
turing industry in Malaysia. This theory consists of three institutional factors, namely 
coercive pressure which consists of two instruments: first, command and control 
instrument and second, economic incentive instrument. The second pressure is the 
normative pressure with market pressure as the variable in this study and finally the 
mimetic pressure with competitive pressure as the variable [15].
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2 Literature Review 

2.1 Green Supply Chain Management (GSCM) 

Since the early 1980s, when the first concept was introduced, the term SCM has 
been used to describe the planning and control of raw materials, the flow of informa-
tion and logistics activities within a company and also externally between companies. 
Over time, the focus of SCM study has broadened. Originally, SCM focused more on 
material flows. More recent studies emphasize other aspects of SCM such as perfor-
mance, risk, and integration. In addition, there is an increasing focus on information 
flows, internal and external relationship networks, and supply network management 
[4, 16]. 

Due to environmental issues, many countries are striving for green innovations, 
and GSCM is one of the green innovations. In today’s world, GSCM has become 
an increasingly complex challenge for companies. Suppliers, customers, regulators, 
stakeholders, and organizations are increasingly demanding solutions and responses 
from companies that cause significant environmental impacts in their production 
cycle [17]. 

There are 22 different definitions of GSCM by Ahi and Searcy [4], but the most 
commonly used definition in the literature is by Srivastava [18], who defines GSCM as 
the integration of environmental thinking into SCM, including product design, mate-
rial sourcing and selection processes, delivery of the finished product to consumers, 
and end-of-life management of the product after its useful life [17]. Srivastava 
[18] added that the scope of GSCM ranges from reactive monitoring of general 
environmental management programs to more proactive practices implemented 
through various Rs which are reduce, reuse, rework, reclaim, recycle, reprocess, 
remanufacture, reverse logistics and more. 

2.2 Institutional Theory 

Institutional theory is concerned with the deeper and more efficient aspects of institu-
tional structure. It looks at the processes by which systems, including schemes, rules, 
norms and routines, are developed as authoritative social guidelines for behaviour 
[15]. Organisations are part of a social system with their own unique culture and 
values, apart from having a production system. Organisational decisions are based 
on cultural values, norms and behaviours under the influence of the external environ-
ment. When all organisations in the same industry adopt the same institutionalised 
practises and decision-making approaches, it shows that they are trying to become 
verified. Institutional theory is used to understand the types of external factors that 
compel an organisation to adopt or apply a new practise [1]. Based on institutional 
theory, this study assumes that organisational decisions depend on the social structure 
in which the organisation operates both externally and internally [19].
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The pressures for GSCM practises in this study use an institutional theoretical 
framework of DiMaggio and Powell [15], which consists of three isomorphic pressure 
factors, namely coercive pressure, normative pressure, and mimetic pressure. Each 
of these three pressure factors offers testable hypotheses relevant to the study of 
green supply chain management antecedents. Many researchers have recognised the 
importance of institutional theory in explaining corporate behaviour. Institutional 
theory proposes that organisations can improve their ability to grow and survive in a 
competitive environment by satisfying their stakeholders [5]. 

Government Pressures as Coercive Pressure 
DiMaggio and Powell [15] stated that coercive isomorphism arises from the pressures 
exerted on a dependent firm by other organisations, as well as the cultural expecta-
tions of the society in which it operates [19]. In this research, government legislation 
is defined as coercive pressure that drives Malaysian GSCM production practises to 
improve their performance. Coercive pressure is usually an important factor driving 
the environmental management practises of producers in developing countries like 
Malaysia. The government is the overarching organisation that can influence the 
actions of an organisation [20]. Although government legislation can be an encour-
agement for GSCM practises, managers usually assume that the government exerts 
the strongest external pressure on the organisation’s environmental initiatives. Organ-
isations must comply with these environmental legislation, otherwise they face legal 
action, penalties or, in the worst case, exclusion from the market [11]. Following Li 
[5], other researchers show that innovation-friendly rules provide ample incentives 
to encourage organisational environmental innovation practises. While there is some 
empirical evidence, the results are mixed [5, 21]. 

There are two types of instruments that influence government regulation, namely 
command and control instruments and economic incentives for GSCM practises. In 
the command and control instrument, the authorities or governments give instruc-
tions to the public or organisations through the enactment of laws, the development 
of behaviours and the use of enforcement machinery to make people comply with 
the laws. The command and control instrument in environmental policy essentially 
involves setting standards to protect or improve the quality of the environment [22]. 
Economic incentive instruments rely on market prices and relative price changes to 
change the behaviour of public and private polluters in ways that support environ-
mental protection or improvement [23]. Some researchers believe that economic 
incentive instruments are more effective than command-and-control instruments 
because they provide more benefits to the organisation. In this case, the basic message 
is more important than the choice of basic instruments. Other researchers argue 
that there is no single rule that is suitable for all cases, but that a combination of 
policy instruments should be made depending on the different circumstances of each 
instrument. For example, with the implementation of command-and-control poli-
cies such as environmental regulations, emission standards, product restrictions and
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economic incentive instruments such as better taxes, trade permits and subsidies for 
environmental innovation [5, 21]. 

Market Pressure as Normative Pressure 
According to DiMaggio and Powell [15], normative pressure comes from profes-
sional pressure. Normative pressure arises from certain norms and standards that are 
formalised by the approach based on the expectations of the environmental culture. 
Various groups can be a source of normative pressure, including educational institu-
tions that teach cognitive behaviour, professionals from industry groups and associ-
ations, non-governmental organisations (NGOs) with a special interest in particular 
industries, and also the general public. In addition, suppliers and customers are also 
one of the main components of this pressure [1]. 

Li [5] added, market demand can exert strong pressure on companies’ environ-
mental initiatives and can be an important normative pressure. Customer demand 
analysis focuses on identifying, understanding and responding to customers’ needs 
and developing products that meet their expectations [24]. Li [5] also noted that 
previous studies identified two reasons for companies to produce green prod-
ucts. First, there is an increasing demand for green products from end consumers. 
According to this, retailers who want to green their supply chain take into account 
customer pressure, and if customer pressure does not affect companies, they may not 
be willing to practise GSCM. The other reason is the initiatives within the company 
to protect the environment [11]. 

Market pressure can come from two types of consumers. First, from the pressure 
from overseas customers. With the increasing economic globalisation from seller’s 
to buyer’s markets, companies need to adopt environmental practises to meet the 
demand for exports and sales to overseas customers and partners. This in turn leads 
to a green multiplier effect, where the requirements for green products and materials 
must also be adopted by suppliers [25]. Second, domestic customers. Awareness of 
environmental issues leads domestic customers to want to buy more and more green 
products, so companies need to take measures to implement GSCM [5]. 

Competitive Pressure as Mimetic Pressure 
Mimetic pressure is a company’s default response to uncertainty [15]. Environmental 
practises have become an area where companies can gain a competitive advantage 
over their rivals as more and more companies nowadays have high quality goods, 
good customer service and other competitive advantages. Other studies have also 
examined the need for companies to pay more attention to changes in their competi-
tors’ environmental strategies. In order to gain a competitive advantage, more and 
more environmentally friendly products are being offered in the market nowadays. 
Many companies are starting to use environmental innovation as an important differ-
entiation tool to improve their efficiency, product quality and green image. However, 
there are some problems in understanding competitors’ strengths, weaknesses, capa-
bilities and strategies and identifying their technologies to meet the demand of target 
customers [5].
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According to Ye et al. [19], competitive pressure puts pressure on companies to 
adopt reverse logistics. As reverse logistics management becomes a standard practise 
and thus an appropriate capability, companies will support and sustain these compet-
itive practises. Moreover, as more companies establish environmentally friendly 
production facilities, they will put pressure on their upstream suppliers to improve 
their environmental performance. The growing competition and expectations trig-
gered by the widespread use of reverse logistics and recovery measures will put 
pressure on top managers to address reverse logistics practises. As reverse logistics 
is part of the GSCM, this pressure may encourage Malaysian manufacturers to adopt 
environmentally friendly practises. 

From the above arguments, the framework in Fig. 1 was derived and the following 
hypotheses were developed to be tested in this study. 

H1a Government command and control environmental regulations are positively 
related to green supply chain management practises. 

H1b Economic incentive instruments are positively related to green supply chain 
management practises. 

H2 Market pressure is positively related to green supply chain management 
practises. 

H3 Competitive pressure is positively related to green supply chain management 
practises. 

Fig. 1 Research framework
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3 Methodology 

In this quantitative study, stratified random sampling was used to collect data. Data 
was collected through email from various manufacturing companies in Malaysia. 
The 118 respondents who answered the questionnaire were from 21 different manu-
facturing industries with green certifications such as ISO 9001, ISO 14001, MyHijau, 
etc. 

The questionnaire consists of three parts, namely demographic information, 
GSCM practises and institutional pressure. GSCM practises were measured using an 
already established instrument that has been shown to be reliable and valid in previous 
research [26]. The instrument consists of fourteen items. Each question was scored on 
a five-point scale, with 1 representing ’not considered’, 2 representing ’considering’, 
3 representing ’currently considering’, 4 representing ’beginning implementation’ 
and 5 representing ’successful implementation’. Three-part questions on govern-
ment pressure, market pressure and competitive pressure were used to measure the 
construct "institutional pressure". All questions were in the form of a 5-point numer-
ical Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree) [5, 19]. The 
hypotheses were analysed using the PLS-SEM method. The decision to accept or 
reject the hypothesis was made and supported by the researcher based on the t-value. 

4 Results 

Convergent validity means that a measurement should be positively correlated with 
alternative measurements of the same construct. The average variance extracted 
(AVE) and the outer loadings of the indicators were determined to establish the 
convergent validity of the model [27]. The average variance extracted (AVE) is 
a leading measure of convergent validity. It measures the unidimensionality of 
a construct to avoid systematic measurement error [28]. Table 1 shows that all 
constructs yield a AVE of more than 0.5 and can thus be considered acceptable 
[28]. 

A look at Table 2 shows that the moderate and strong relationships with GSCM 
practises are the command and control instrument CCI (0.434) and competitive pres-
sure CP (0.328). And, the economic incentives instrument, EII (− 0.163) and market 
pressure, MP (− 0.131) respectively. 

To run the PLS-SEM algorithm in SmartPLS, a few parameters need to be set. 
Figure 2 shows the results after the estimation is complete. The impacts on green 
supply chain management practises are command and control instrument (CCI) 
(0.431), economic incentive instrument (EII) (− 0.194), market pressure (MP) (− 
0.134) and competitive pressure (0.327). Path coefficients above 0.2 are significant 
according to the rule of thumb and path coefficients below 0.1 are usually not signif-
icant (Hair et al. 2014). The finding that the economic incentive instrument and 
market pressure provide a direct path to green supply chain management practises
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Table 1 Convergent validity 

Construct Item Outer loading CR AVE 

CCI CC127 0.952 0.951 0.907 

CCI26 0.953 

CP CP35 0.908 0.936 0.829 

CP36 0.904 

CP37 0.92 

EII EII28 0.904 0.922 0.798 

EII29 0.868 

EII30 0.908 

GSCM GS12 0.834 0.953 0.594 

GS13 0.835 

GS14 0.816 

GS15 0.795 

GS16 0.768 

GS17 0.812 

GS18 0.838 

GS19 0.796 

GS20 0.814 

GS21 0.616 

GS22 0.786 

GS23 0.689 

GS24 0.677 

GS25 0.664 

MP MP31 0.759 0.913 0.724 

MP32 0.879 

MP33 0.881 

MP34 0.879 

Note CCI Command and control instrument; EII Economic incentive instrument; CP Competitive 
pressure; GSCM Green supply chain management; MP Market Pressure 

that is below 0.1 was of concern, so further analysis such as a multi-group analysis 
was planned at a later stage to understand the real-life phenomena compared to the 
theory. 

Bootstrapping is used to identify the supported relationships of the structural 
model. To support the decision, the T-value must be greater than 1.6457. Table 2 
shows that two factors support the decision and the relationship with GSCM practises, 
namely the command and control instrument and competitive pressure. On the other 
hand, the economic incentive instrument and market pressure do not support the 
relationships.
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Table 2 Summary of hypotheses testing of initial PLS path model 

Hypotheses Relationship Std.Beta Standard 
error 

t-value Confidence 
interval 

Decision 

5.00% 95.00% 

H1a CCI— > GSCM 0.434 0.119 3.625 0.226 0.614 Supported 

H1b EII— > GSCM − 0.163 0.121 1.596 − 0.443 − 0.051 Not 
supported 

H2 MP— > GSCM − 0.131 0.127 1.051 − 0.366 0.057 Not 
supported 

H3 CP— > GSCM 0.328 0.133 2.459 0.11 0.55 Support 

Note * p < 0.05  

Fig. 2 Hypothesized PLS path model 

5 Discussion 

The first research objective was to determine the relationship between government 
pressure and GSCM practices in the manufacturing industry in Malaysia. As shown 
in Table 2, H1a (command and control instrument) supports the hypothesis that there
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is a positive relationship with GSCM practices. This is in line with the findings of Ye 
et al. [19] who found that command and control instrument is an effective driver of 
GSCM practices. Esfahbodi et al. [29] found that under institutional pressure, coer-
cion related to compliance due to the influence of those in power is the most important 
driver of manufacturing firms’ environmental initiatives. However, hypothesis H1b 
(economic incentive instrument) showed that the hypothesis was not supported. The 
results are consistent with Li [5] who observed that the economic incentive instrument 
is not well established in China and remains weak, so it does not provide sufficient 
incentives for manufacturers to adopt GSCM practices. Abdullah et al. [6] also noted 
that although the government in Malaysia supports manufacturers through loans, 
subsidies and grants to encourage firms to adopt environmentally friendly practices, 
the control and pressure of regulations and incentives are rather inconsistent. This is 
demotivating for manufacturers. 

The second research objective was to determine the relationship between market 
pressure and GSCM practices in the Malaysian manufacturing industry. As shown 
in Table 2, hypothesis H2 (market pressure) indicating that there is an insignificant 
relationship with GSCM practices. The results are also consistent with Vanalle et al. 
[13], who found no positive relationship between normative pressure (market pres-
sure) and GSCM. Yusuf et al. [24] found that the purchase of an eco-friendly product 
in Malaysia is not primarily because of the environmental benefits, but consumers 
purchase the product because it fulfils the desired functions and requirements. 

The third research objective was to determine the competitive pressure from 
GSCM practices in the manufacturing industry in Malaysia. As shown in Table 2, 
hypothesis H3 (competitive pressure) is supported and shows a positive relationship 
with GSCM practices. The results are consistent with Hsu et al. [30] who found that 
competitive pressure also has a positive influence on green product practices. Several 
other studies have also found that competitive pressure has a direct impact on the 
adoption of green product practices [5, 11]. Companies’ improvements in the inter-
national market are indirectly reflected in the domestic market, as green products 
are also marketed in Malaysia. This puts pressure on upstream suppliers and their 
domestic competitors to improve their environmental practices as well [19]. 

6 Conclusion 

The purpose of this study is to determine the relationship between institutional pres-
sure and GSCM practices in the manufacturing industry in Malaysia. The study 
found that only two factors positively influence the practices, namely command 
and control pressure as coercive pressure and competitive pressure as mimetic pres-
sure. Malaysian manufacturers seem to adopt green practices when there are strict 
environmental regulations to avoid being penalized by the government. They will 
also adopt green practices for competitive reasons to gain a competitive advantage. 
However, the economic incentives instrument in the form of coercive measures has 
little influence on the decision to adopt GSCM practices. This could be due to the
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fact that government regulation and support is rather inconsistent. The same is true 
for market pressure as normative pressure coming from consumers. Low consumer 
environmental awareness means that manufacturers do not need to set higher stan-
dards for environmentally friendly products. In general, this result will help policy 
makers to enact strict regulations, researchers to conduct further studies on the causes 
and drivers of GSCM, and manufacturers in Malaysia to incorporate green features 
in their traditional products. This will also have an impact on raising awareness of 
green products among consumers in Malaysia. 
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