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Structured Abstract

Purpose — This paper reviews the knowledge assets thatbeanapitalized for
successful Green Supply Chain Management (GSCM)leimmgntation in the
Romanian banking industry. GSCM is defined as tvaany’s ability to understand
and manage the environmental risks along the Suppéain (SC) (Carter and Rogers,
2008). Banks are very much members of the SCs (Mzi¢eand Wolfe, 2004), called
to integrate the environmental management into bp#rational and core commercial
activities and to manage the environmental risth@&ir supply chain (FORGE Group,
2000; International Finance Corporation, 2006; UNERance Initiative, 2009a).
Intellectual capital, or the ‘stock’ of knowledgesded equity firms hold, is recognized
as a key contributor to their competitiveness (Boat al., 1999), which may act as a
driver of environmental pro-activeness (Bernauealgt2006; Wu et al., 2007), as
well as an obstacle in the process to design apteimment GSCM (Post and Altman,
1994; Baresel-Bofinger et al., 2007), while orgatiznal learning is seen as the key
component in overcoming the organizational obstameenvironmental changes (Post
and Altman, 1992; Post and Altman, 1994; Andersmh\&olff, 1996).

Design/methodology/approach— This research paper describes the empirical
results of a cross-sectional design employed imrapte of 41 banks operating in
Romania with the purpose a. to explore the stagdesigning and implementing
GSCM practices in the Romanian banking sector;obdeétermine which GSCM
practices tend to be followed the most, c. which #e bank managers’ perceived
benefits from implementing GSCM practices, as aslperceived obstacles in GSCM
implementation in the banking sector; and d. wisathie relationship between the
aforementioned variables. For these purposes destatistical analyses were used,
including both descriptive and inferential statisti

Originality/value — This is the first study looking for GSCM issues time

Romanian banking industry. The results of this aede provide insights into what
extent knowledge assets could be capitalized fecessful Green Supply Chain
Management implementation in the Romanian bankimystry. Furthermore, it is
increasing the ecological awareness, the theoleivé managerial insights for an
effective implementation of GSCM practices in thenking sector. The analysis
reveals that GSCM practices (especially practigesthie immaterial flow) are
strongly and significantly correlated with percelgenefits and pressures. However,
this should be addressed in future research bedhespresent study offers only
correlational data and cannot establish causafide study also concludes that
bank’'s size and foreign/Romanian ownership do nfituénce at all the level of
GSCM practices implementation and related perceptigpressures, obstacles,
benefits) in the Romanian banking sector.

Practical implications — The findings of this paper point to the conabasihat the
banking sector in Romania is at a somehow advasteer of ecological adaptation in
the physical flow and at an early stage in the itemi@a and commercial flows. Based
on the literature and study’s findings, regardihg tole that the management of
intellectual capital and knowledge flow plays, seve@ecommendations are proposed
for enhancing the implementation process of GSCatfires in the banking industry
in Romania.

Keywords — Green supply chain management, banking, green vatiom,
knowledge assets, intellectual capital.
Paper type— Academic Research Paper
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1 Introduction

The literature points to the businesses’ need thigkly aware of the emerging
dynamic of environmental responsibility, as a vitiégrated part of a related business
strategy. Visionary companies that understand arwtagptively respond to the
environmental pressures will be better positiorethtthe companies that decided not
to take action yet (Baresel-Bofinger et al., 200Hpwever, the complexity of the
environment - business relationship makes it diffidor companies to effectively
tackle the environmental concerns and forces tleeimniovate and to develop specific
knowledge assets, competences and capabilitiesoan th easily and effectively
respond to the environmental pressures and oppteginThe supply chains (SCs)
may be the scenes of experimenting with new callecind collaborative initiatives
by promoting openness in the innovative procedsasnhay unleash new competitive
advantage leading through innovation capabilitiRiglly and Zook, 2002;
Chesbrough and Appleyard, 2007); one such innowatiitiative is the green supply
chain management (GSCM). Financing and purchad$manicial services, which are
also stages of SC, make the banks very much menobehe SCs (McKenzie and
Wolfe, 2004). The banks play a double role in gmegmhe society: directly - through
their physical flows, and indirectly - through th@émmaterial and financial flows
(Lundgren and Catasus, 2000). The banking indusstrgsponses to the need for
environmental sustainability lead to some voluntémitiatives (Gardiner, 2001;
Peeters, 2003), however it has proved slower tikapated and demonstrated by the
developments in other economic sectors (Thomps8884d; Lundgren and Catasus,
2000; McKenzie and Wolfe, 2004; de la Cuesta-Gawa2006; Sahoo and Nayak,
2007; Laukkanen et al., 2008). The banking indusgyconsidering itself an
ecologically friendly sector, with a limited greampact; however, the banks’
customers may have a huge impact on the naturakoemvent (Lundgren and
Catasus, 2000; Peeters, 2003). Managing the emuéntal risks of the investment
activities undertaken by the banks through lendaagvities is becoming a major
responsibility in banking. McKenzie and Wolfe (2Q0doticed that banks tend to
assess only their borrowers’ environmental riskkeyr fail to look at the entire
borrower's SC and assess its general creditwoshinand, in particular, its green
risks exposure. Moreover, the banks are not forwaoking at the opportunities
provided by the greening of the industry, are plgctoo much emphasis on the
reputational risk, while the credit risk is inseféintly addressed (Thompson, 1998a;
McKenzie and Wolfe, 2004). Instead, banks makergeteps mainly in their physical
flow of resources and almost ignore the financial anmaterial flows, although they
may achieve better social and ecological impactsgi®ening the latter flows of
resources rather than the physical one (LundgrdrCaasus, 2000).

Intellectual capital, or the ‘stock’ of knowledgeded equity firms hold, is now
recognized as a key contributor to their compeditass (Bontis et al., 1999). It acts as
a driver of environmental pro-activeness, througheeg capabilities and
innovativeness (Bernauer et al., 2006), and the alizhe intangible assets, especially
in research and development (Wu et al., 2007). o skills and knowledge may
hamper the process to design and implement GSCist @al Altman, 1994; Baresel-
Bofinger et al., 2007), while organizational leagiis seen as the key component in
overcoming the organizational obstacles to envirema changes (Post and Altman,
1992; Post and Altman, 1994; Anderson and Wolf&)9



The present study intends to fill in a gap in GS@&gearch in the banking industry
of Romania and to provide some conclusions on wnatsituation is in this highly
influential sector of the economy. The banking sty was chosen for the need to
explore new possible improvement directions in tmf financial and immaterial
flows (Lundgren and Catasus, 2000), also to expibiganks are targeting green
borrowers or leading environmental performers (Tphsom, 1998a) and how the
banks have adapted their lending policies in otdeake into account the ecological
issues (Thompson, 1998b); finally, for the bankghhdegree of exposure to changes
in environmental regulations, market attitudes high compliance needs (including
on environmental aspects). Research interest indR@none of South-East Europe’s
transient economies, has been very limited so/fdmile the country stands far behind
other European countries in terms of adopting GS@#ftices, intellectual capital
and company performance (Baresel-Bofinger et QD;/2, it remains into the political
focus of many latest initiatives of the Europeanmbassion for the improvement of
sustainability issues, such as the ‘Operationalgfiome South East Europe for
2007-2013’ (European Commission, 2007). Statisiit$sSCM in the banking sector
in Romania is missing. No member of the Romaniankivgy sector is on the list of
institutions that have adopted the Equator PriesipDnly one Romanian bank (out of
41 at the end of 2008) is a signatory of the Unikadions Environmental Programme
(UNEP) Finance Initiative statement. Otherwise, Rmmanian banks’ adherence to
the environmental guidelines of Equator Princiesl UNEP Finance Initiative are
indirect, through their parents: 9 - Equator Ppies; 19 - UNEP Finance Initiative
(Equator Principles Financial Institutions, 200NEP Finance Initiative, 2009b).

This paper describes the empirical results of aeguamong the banks operating
in Romania. The purpose was to explore the stagdesfgning and implementing
GSCM practices in the Romanian banking sectorgterchine which GSCM practices
tend to be followed the most, which are banks’ ngens perceived benefits from
implementing GSCM practices, as well as the peetkivbstacles in GSCM
implementation in the banking sector, and whichthis relationship between the
aforementioned variables.

This paper has two main aims. First, it reviews literature related to GSCM:
GSCM concepts, GSCM strategies and practices, iendfom GSCM
implementation, drivers and obstacles to implem8&CM, with a focus on the
banking industry. The role of intellectual capitéathin the GSCM framework is also
discussed in this section. Second, it describesnbthodology employed: sample
selection, measures and results. A wrap-up of #y@eps objectives and findings,
limitations of the study and suggestions for furthesearch are presented in the
concluding part.

2 Green supply chain management

The GSCM roots are to be found in the literaturelrassing the relationship
between the SCM and the natural environment ant$ igenerally accepted as
integrating the green thinking into supply chainnagement (SCM) (Hervani et al.,
2005; Srivastava, 2007). Different scholars haveigaed different scopes to the
GSCM definition, in line with the purpose of the@isearch (Hervani et al., 2005; Zhu
et al., 2005; Baresel-Bofinger et al., 2007; Stisag, 2007). According to Srivastava
(2007), GSCM includes the product design; selectbrsuppliers and purchasing;
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manufacturing processes; final product deliverynagement of the product end-of-
life. As per Sarkis (2003), GSCM consists of thedurct life cycle (environmental
design, process improvement, reverse logistics -); Riperational life cycle
(purchasing, production, product distribution, pagikg, RL) and green conscious
practices (reducing, reusing, remanufacturing, ckieg, disposal). Baresel-Bofinger
et al. (2007) suggest a more broad GSCM definitemm,a managerial approach to
create the link between the green consciousnesslbethges of the SC, through the
material purchasing and management; design of ptedand processes; production;
inbound, outbound and RL. The main influential delin GSCM are, according to
Srivastava (2007), green design of products andegsses, and green operations. Risk
management is increasingly recognized lately asgfarompanies’ sustainability, and
therefore connected with SCM. From this perspect@SCM is defined as the
company’s ability to understand and manage therenmiental risks along the SCs
(Carter and Rogers, 2008).

The design and implementation of GSCM are highlynglicated tasks, with
influence from multiple directions (company’s imat functions, external suppliers
and distributors, end-user customers) spread aonafifple geographical boundaries
(Hervani et al., 2005). Simpson and Samson (20B8) recognize the difficulties of
SCs in finding alignment across all their actordiures and goals unless there is a
relationship control to justify the investment levier all parties involved and
guarantee the investment implementation.

2.1 GSCM in the banking sector

Banks belong to networks of organizations whereitipet, processes and output
of all three flows (physical, financial and immaadr affect the other organizations
and are affected by the other organizations (Lugnigmnd Catasus, 2000). Managing
the environmental risk of their borrowers is theref a task that banks are
increasingly looking for lately (Thompson, 1998ahompson, 1998b; Furrer and
Hugenschmidt, 1999; Lundgren and Catasus, 2000; évzi¢ and Wolfe, 2004;
Aintablian et al., 2007; Sahoo and Nayak, 200%. per Aintablian et al. (2007),
banks may be effective monitors of the environmlerisk due to their comparative
advantage in screening and monitoring the environiatgerformances of borrowers.
In the process of granting credit facilities, bankkould also assess the
creditworthiness and environmental risks exposufethe entire borrower's SC
(McKenzie and Wolfe, 2004). As a consequence, tGeaPproach is fast gaining
momentum in the banking industry, which is callediritegrate the environmental
management into both operational and core comnieaci@ities and manage the
environmental risk in their SC (FORGE Group, 200@ternational Finance
Corporation, 2006; UNEP Finance Initiative, 2009a).

The literature on green issues in banking concesgtran two ideas. First, it claims
that understanding the role of the banking seatogreening the society requires
distinguishing the direct impact (of physical makflow - in-house operations) from
the indirect impact (of the financial flow - crediblicies and immaterial flow -
policies, culture, knowledge, information, etc.) thie banks on the environment,
although a clear-cut distinction is difficult to kea Secondly, it suggests that both the
direct and indirect impacts are to be considenedeshe banks play an environmental
role in both senses. However, as banks may achietter social and ecological
impacts by greening the financial and immateriaiv8 of resources rather than the
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physical one (Lundgren and Catasus, 2000), mosthef studies looked at the
environmental impact of the banks’ core businediviag respectively how the
environmental risk management is factored into ldraing decisions (Thompson,
1998a; Thompson, 1998b; McKenzie and Wolfe, 2004tablian et al., 2007; Sahoo
and Nayak, 2007).

The literature is therefore grouping the banks’ &5@actices in accordance with
their impact on the environment and the resourtmsst The practices with direct
environmental impact (physical flow) include, asr F#ORGE Group (2000), the
management of waste, energy, facilities, transf@mniployees/materials), procurement
and supply chain. According to Lundgren and Cat#2080), the practices under the
immaterial flow with indirect environmental impaate the on-going public dialogue
and engagement, as well as training and awarer@sg among employees. Under
the commercial (core) activities, the following gtiaes (with indirect environmental
impact) linked to the lending products are includeg Thompson (1998a):
incorporating environmental criteria into creditllipg; appraisal of the environmental
risk (direct, indirect and reputational) as parttod credit risk assessment; targeting,
treating differently from other companies, or inm@ way preferentially, the green
borrowers; avoiding (formally or otherwise) lendittgcompanies operating in certain
industries on environmental grounds. Sahoo and Né3@07) include under “green
banking” the following practices: encouraging lerglitowards green businesses and
businesses that have taken serious green stepagimgrithe environmental risks and
identifying new business opportunities in innovatacologically oriented products.

According to Thompson (1998a) and Thompson (199818, mitigation of the
indirect environmental impact, related to the Ieigdactivities, implies managing the
environmental risk, segmenting the market and etipipits opportunities, based on
environmental considerations. There is no unaninoty the definition of the
environmental risk, as shown in the studies by Th®on (1998a), Thompson
(1998b), Aintablian et al. (2007), Sahoo and Nag2®07). The authors have found
that bankers are mainly looking for the followitgee types of environmental risks:

1. the direct financial risk, which is the probdilof banks being held liable for
the obligations of insolvent borrowers to cleant environment contamination they
produced. This risk has materialized by now inltliéted States only. In Europe, it is
still limited,;

2. the indirect financial risk (the credit risk)caurred when the borrowers’
capacity to repay the loans is adversely affectethb costs incurred with fixing the
problems generated by environmentally related ssue

3. the reputational risk, which is the probabildf banks being associated with
environmentally unfriendly borrowers and projects.

The banker practitioners members of FORGE Grou dentified and described
all the above types of environmental risks defibgdhe academic literature, as well
as opportunities (financial, legal and reputatidfiat both operational activities, with
direct environmental impact, and commercial (cavigh indirect impact.

2.2 GSCM sdtrategies
The literature is generally proposing a continuumenvironmental strategies,
varying from less to greater pro-activity. Henriguend Sadorsky (1999) defines four

categories of strategies: “re-active”, “defensiv&igcommodative” and “pro-active”.
Kopicki et al. (1993), as cited in Srivastata (20G¥efined three categories of green

6



strategies: “re-active”, “pro-active” and “valueeséng”. As per Wu and Dunn (1995),
the business environmental impact cannot be judggdmore on a stand alone basis,
but from the holistic perspective of the SC. Ingllat, the view related to the
environmental challenge, has changed from burdesotoce of potential competitive
advantage. Under these contexts, van Hoek (199%9nmmends the value-seeking
strategy as the most relevant for greening suppamns. If the SC intends to assume
the responsibility of the ecological footprint & imultiple players, the integration of
the environmental initiatives into the businessatsgies and a high resource
commitment along the entire SC are mandatory.

Zhu and Sarkis (2007) classify the GSCM strategidie with the institutional
pressures that influence the company’s responségete the green challenge, into
“normative” (passing the responsibilities downstnedy introducing contractual
obligations in the agreements with the customesagthe SC), “coercive” (passing
the responsibilities upstream with the suppliers) amimetic” (the company mimics
the initiatives and actions undertaken by the ss&fcdé companies in their industry).
In comparison with the other authors, Simpson amehs®n (2008) are moving away
from the discussions built around reputational sstitutional pressures, and propose
the following GSCM strategies’ typology, built moaeound the implications that the
relationships, irrespective of being more coerciveollaborative, have on SCM:

- the simplest “risk-based” (risk minimization ancuation increase, involving
minimal resources, such as imposing 1ISO 14001 albadsC), with less competitive
advantage benefits to the SC companies;

- “efficiency-based” (suppliers are provided more poehensive performance
specifications and are required to implement emvitental practices that improve
their operations efficiency), with both economiaamnvironmental benefits;

- “innovation-based” (innovative green design, fuostlities, and characteristic
solutions for the product and after sales servinekding recycling, as well as for
developing environmentally conscious processes);

- “closed-loop” (the most complex, collaborative aggeh, referred to as RL in its
simplest form, that integrates the environmentalgumance to the entire SC).

According to Lundgren and Catasus (2000), the ban&amainly trying to reduce
their direct impact on the environment by usings&-based strategy, in relationship
with their suppliers and implementing minimum eowimental practices, such as
resources waste minimization. The indirect impaaotiar the immaterial flow is
addressed with green targeted communication andetiag strategies. As for the
financial flow, the bank strategies are limitedth® lending activities (outflow of
financial resources only) and consist of assestirgenvironmental performance of
borrowers. Thompson (1998a) also admits the impoetaof the role played by the
banks through their financial flow (the lending iaities), and defines three major
strategic approaches in managing the environmeisied of their borrowers. First,
banks may play thpoliceman role, scrutinizing if the borrowers are compliant with
the environmental standards. Second, banks maygeriggartnering with different
stakeholders, encouraging the borrowers to takengitiatives, assisting them with
information and support for managing the environtakerisk. Third, they may take a
more pro-active role by targeting loans to ecologically sound busingssg even
subsidizing such businesses (“green marketing”). pgds Thompson (1998a) and
Thompson (1998b), the strategies of environmeritkl management are meant to
mitigate three types of environmental risks (diréotlirect and reputational). The
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significance of the lending activities of the ban&slso recognized in the study by
Sahoo and Nayak (2007), which define “green barikstgategies as encouraging
lending towards green businesses and businessdstrataken serious green steps.

Porter and Kramer (2006) claim that integrating G&R the companies’ business
agendas requires strategic adjustments in the @ag@ams’ structure, reporting and
incentive systems. Research in the banking sectmfirms this need. Banks
demonstrating a pragmatic engagement with the catpsocial responsibility agenda
are faced with structural changes, which have fggmit implications for banks’
strategies and the financial industry’s structiedker, 2004). Banks are providers of
unpatented products and services that can be eespied; therefore they have
difficulties in identifying the basis for differéating themselves from the
competition. Corporate social responsibility maydre of the banks’ differentiator
factors along with service quality, image and repah, on the condition that
customers perceive that the use of corporate saesponsibility improves the
services provided (Ogrizek, 2002). Unfortunatehg titerature concludes that banks
are not forward looking at the opportunities pr@ddoy the greening of the industry,
are placing too much emphasis on the reputatioisil mwhile the credit risk is
insufficiently addressed (Thompson, 1998a; McKeremel Wolfe, 2004). Instead,
they make green steps mainly in their physical flofwesources (by using a risk-
based strategy, in relationship with their supgli@nd implementing minimum
environmental practices, such as resources wastienimation) and almost ignore the
financial flow (the banks strategies are limitedthe lending activities and assessing
the borrowers’ environmental performance) and thmaterial flow (limited to green
targeted communication and marketing strategieshdgren and Catasus, 2000).

2.3 Benefits from implementing GSCM

The research of the academic literature on the remwiental practices —
companies’ performance topic reveals controverfiadings. Research of Sarkis
(2001), Zhu et al. (2005), Zhu and Sarkis (2000nfb strong positive relationship
between GSCM practices and environmental performafithough there are studies
proving that GSCM may lead to better economic pemémce and enhanced
competitiveness along the integrated green SCsHek, 1999; Rao and Holt, 2005;
Zhu et al., 2005; Baresel-Bofinger et al., 2007p$h2008), there are still high
controversies around this topic (Zhu et al., 20B%resel-Bofinger et al., 2007;
Markley and Davis, 2007; Simpson and Samson, 2888;and Sarkis, 2007), as the
business performance of the companies that adepbedad range of GSCM practices
lags behind expectations (Sarkis, 2001). The rebeboking for the relationship
between GSCM practices and operational performascdimited; however, it
indicates positive relationship between the twoaldes (Zhu et al., 2005).

Overall, the benefits perceived by banks match ehesperienced by other
industries. Banks that integrate green issues fimdir business policy, promote a
business strategy relying on environmental prastige a differentiating factor and
correctly translate the green agenda into thewiees and marketing activities, may
benefit of competitive advantage (FORGE Group, 2@4rizek, 2002; Simpson and
Kohers, 2002) and high value borrowers (de la Gu€sinzales, 2006; Lee and
Sharpe, 2006). The risk-based strategy brings leettnomic and environmental
benefits (Lundgren and Catasus, 2000). The enviesah risk management mitigate
the three types of environmental risks (direct,jriext and reputational) faced in the
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banking sector (Thompson, 1998a; Thompson, 1998ho&and Nayak, 2007), while
improving profitability (Sahoo and Nayak, 2007). démtaking environmental

practices in banking brings also benefits to bawkents (Furrer and Hugenschmidt,
1999; de la Cuesta-Gonzéales, 2006; Aintablian et 2007) and the natural
environment (Furrer and Hugenschmidt, 1999). Tterdiure review conducted by
Peeters (2003) reveals that analysts bring theovidlg arguments in favour of
corporate social responsibility spending by finahcindustry: the “first-mover”

advantage; sell the image of good management;ecoeahpetitive advantage through
stakeholder management and reputation; create vhlestimulating product

innovation and better market knowledge.

2.4 Drivers and obstacles to implement GSCM

The academic literature points generally to the esagnoup of drivers that
influence the adoption of GSCM practices. Howeugiljne with its objectives, each
research is looking to particular pressures, wifiteheterogeneity in approaching the
subject opens window to some variations to pressutefinitions. The strategic
importance of the environmentalism is unanimouslyognised as the main driver for
the increasing interest for GSCM among researchsrasell as practitioners, followed
by business values (Srivastava, 2007); legislataguirements and pressures from
clients (Srivastava, 2007; Baresel-Bofinger et 2007); competitive pressures and
high demand for ethical standards (Baresel-Bofirge., 2007).

Zhu and Sarkis (2007) group the GSCM pressuresrdicepto the institutional
theory (therefore they call them institutional @me®s), into the following three
categories: a) normative (market), exerted by ttiereal groups or stakeholders with
vested interests in the company, the downstreanswners and customers; b)
coercive (regulatory), exerted by powerful stakdeod, such as regulators; and c)
mimetic (competitive), occurred when the companjest copy the actions of
competitors with outstanding results, on the prentimt they will also have success.
Bernauer et al. (2006) define the following deteramits of the green innovations:
regulatory (stringency and predictability), markgbmpetitiveness and customer
benefit) and firm internal (green capabilities,arativeness and the firm size). Wu et
al. (2007) found that the operational facilitiezesithe location in special industrial
parks and the size of the intangible assets (esibeni research and development) act
decisively as pressures for GSCM adoption.

The FORGE Group (2000) highlights that the envinental action in the banking
sector is driven by risks (financial, legal andutgtional), as well as opportunities.
However, the main driver is the increasing extesw@ltiny of banks’ performance
and commitment to environmental governance (thrdndftes and rankings) against
competitors. The scrutiny from both internal anteexal stakeholders is twofold: the
banks’ performance in terms of direct (operationatjpacts and indirect (core
business) impacts that result from the managenmmhtalivery of financial services
and products.

The process of adopting GSCM initiatives is hindeby significant obstacles.
Post and Altman (1994), proposed the classificatiothese obstacles into:

- industry obstacles, such as the environmental investments capital posssure
from competition, legislative constraints, lack wofformation, lack of technical
knowledge;



- organizational obstacles, such as the employee and management attitude, poo
leadership, poor communication and low operationaibility.

The authors conclude that, as opposed to the indaobstacles, the organizational
ones really make the difference in advancing towagdvironmental stewardship.
Adjacent conclusion was drawn by Murillo-Luna et(@007), on the occasion of their
empirical research on the Spanish industrial conegsarThe obstacles found by the
authors have been grouped imdernal (high prices, the competitive pressures, the
regulations complexity and rigidity), atternal (strategic, financial, organizational),
which are almost the equivalent of the industry anghnisational obstacles of Post
and Altman (1994). Murillo-Luna et al. (2007) loakat the barriers’ conditionality
and the firms’ green strategy pro-activity. Theurid that the companies’ pro-activity
is hampered by the internal barriers just from beigig the efforts; while the external
barriers count only in the most advanced stagéiseoécological adaptation.

According to Baresel-Bofinger et al. (2007) the tabkes in Romania may be
looked at from different perspectives, such as ephal, financial, macro and micro.
At conceptual level, the obstacles derive mainly from the lack of umdty on the
GSCM concepts, poor green education and awaremgbsbarriers in communication
between the business and academic communitiespfaekperience and information,
change resistance, lack of integration of the GS6id the company’s strategy. At
financial level, a high pressure for short-term profits was notedile the
environmental sustainability is assigned low ptiotevels. Atmacro level, there is a
poor coordination and coherence among the policgtruments and their
implementation, while amicro level there are low organisational capabilities and
expertise.

The obstacles perceived by the financial sectoegdly follow the same patterns
observed in the other industries, referring to walt and organizational structures
issues; change resistance; difficulties in balapcthe long-term nature of the
environmental opportunities and risks with the ficial markets’ short-term view;
poor awareness levels (FORGE Group, 2000). The HFOB®up'’s toolkit displays
two particular difficulties in the banking sectass per the lessons learned by the UK
financial sector: the significance of the indireatvironmental impacts over which the
financial institutions have limited possibilities &chieve a direct management control
and the banks’ global reach and impact.

3 Role of intellectual capital within GSCM framework

There is no widely accepted definition of intellgalt capital, which makes it
difficult for practitioners to wisely manage knowlge (Kocharekar, 2001), and for
scholars to analyze the knowledge field withoutcie clear statement of their
knowledge view (Jakubik, 2007). The tacit naturghaf organizational knowledge is
recognized and appreciated in academia and practleerthermore, the
conceptualization of the intellectual capital isdean a set of sub-phenomena and
from different disciplines perspectives, from aauiing, to human resources and
information management, training and developmesycipology and sociology, each
dealing with particular problems, such as measunenf®OI calculation, codification,
building on it, developing minds because of it, dmging power, out of which
measuring intellectual capital i®cognized as the most important of all (Bontis,
1999). The literature points generally to intelledt capital, respectively the
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knowledge (innovation and human intellect) embedadé@tin the organization as a

strategic resource within firms, key contributorth® process of value creation and
competitiveness (Nonaka, 1991; Bontis, 1999; Boatisal., 1999; Johnson, 1999;

Bontis and Fitz-enz, 2002; Bontis, 2004; Cabritd &az, 2006; Lerro and Schiuma,

2008). The research conducted so far on intelléatapital points to the need for

managers to rethink their attitudes towards thiangible resource and recognize that
strategically management and measuring of intelldatapital may turn as the most
important managerial activity (Bontis, 1999).

The intellectual capital is generally related asnpdsing the following three
elements: human, structural and customer (reld)iocepitals (Saint-Onge, 1996;
Bontis, 1999; Bontis et al., 1999; Johnson, 1998).per Bontis (1999), the human
capital's essence is the intelligence of the hurb@mngs in organizations, the
structural capital's essence is the knowledge enhb@dwithin the organization
routines, while the relational capital refers te #tmowledge flowing from suppliers,
customers, government, other stakeholders extarthé organization. Human capital
is the source of strategic renewal and innovatimwever, the structural capital is the
one allowing measurement and development of compaintellectual capital, while
relational capital is the most difficult componeitintellectual capital to develop due
to its external source. Studies looking for intetiiel capital in the banking industry
admit the existence of the same three elementsitefléctual capital (Saint-Onge,
1996; Cabrita and Vaz, 2006). Depending on theissu@ims and the methodology
employed in studying the relationship of intelledteapital with the value creation
process in banking, researchers looked eitherltthigde elements (Cabrita and Vaz,
2006), to the human and structural components (Mihn et al., 2006), or to the
human capital only (Mavridis, 2004; Mauvridis, 200&amath, 2007) and found that
intellectual capital’s elements positively influengerformance in banking.

Chen (2008:275) proposed the green intellectuaitalaponstruct, defined as the
intellectual capital about green innovation or emwimental protection, built on the
three elements of intellectual capital. In this teoy the author defines the ‘green
human capital’ as the “employees’ stock of knowksdzkills, capabilities, experience,
attitude, wisdom, creativities, and commitments, about environmental protection
or green innovation”. The ‘green structural capiial defined as the “stocks of
organizational capabilities, organizational comneitis, knowledge management
systems, reward systems, information technologytesys, databases, managerial
institution, operation processes, managerial pbpbges, organizational culture,
company images, patents, copy rights, and tradesnatc. about environmental
protection or green innovation”. The ‘green rela#b capital’ is the “companies’
accumulative interactive relationships with custesnesuppliers, and partners about
corporate environmental protection or green inniovdt The same construct was also
adopted by Baharum and Pitt (2009), but within tfaeilities management
organizations context.

According to Bontis (1999), the conceptualizatafnintellectual capital into the
three components suffers of looking at the orgditimal knowledge only from a
static perspective (i.e. a stock of knowledge),levtiie flow of knowledge should also
be dealt with within the organizational learningldi by researchers and practitioners.
As per the author, the process of managing thentrgtonal knowledge should
therefore encompass both the management of orgmmah learning flow and of
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intellectual capital stock. The literature reseacomducted by Garvin et al. (2008),
revealed three main factors essential for orgaioizal learning: a supportive learning
environment, learning practices and processesmwitbintext, and leadership behavior
providing reinforcement. The need for leadershipduwting strategic management of
the intellectual capital within context is also inlad in studies by Bontis (1999),
Bontis (2001), Bontis and Fitz-enz (2002), Smit302), as the main element that may
use organizations’ knowledge resources for bothnleg and innovation. Other
elements are the usage of proper tools to measrenanage knowledge (Bontis et
al., 1999; Mentzas et al., 2001; Curado and Bo@)7) and treating knowledge
according to its life cycle (Birkinshaw and Sheeh2®02). As per Kianto (2008), the
strategic capabilities, knowledge management, tawrploitation, connectivity and
learning orientation elements add to the leadersfgment and form the renewal
capability of organizations, which is able to imsucontinuous learning and
innovation.

The academic discourse in GSCM research streamdobked to the role and
relevance of knowledge resources for designing iamementing of GSCM. One
group of studies points to the intellectual cap#ala driver of environmental pro-
activeness, through green capabilities and inneeaéss (Bernauer et al., 2006), and
the size of the intangible assets, especially seaech and development (Wu et al.,
2007). The other group draws on the intellectugitehas obstacle to environmental
changes (Post and Altman, 1994), as it is the iteRemania (Baresel-Bofinger et al.,
2007) and the organizational learning as the kespmment in overcoming the
organizational obstacles (Post and Altman, 1992t Rad Altman, 1994; Anderson
and Wolff, 1996). Recent studies by Chen (2008) Badarum and Pitt (2009) have
referred to the green intellectual capital con@pémphasizing the significance of the
environmental strategies in their knowledge comptseand, moreover positively
influencing the companies’ competitive advantage.

The contexts used in the process of environmeudiataion of companies may be
the natural environment (Heimlich and Ardoin, 2088J the supply chains, as scenes
of experimenting with new collective and collabarat initiatives by promoting
openness in the innovative processes that may sinleaw competitive advantage
leading through innovation capabilities (Rigby addok, 2002; Chesbrough and
Appleyard, 2007). The innovation that attempts aunsble development, identifying
business opportunities among the pressures, itistitdizing the green values in the
entire company, systematic measuring of the enmiantal performance, overcoming
the barriers that might inhibit environmental iatives, is the most advanced phase
along “environmental learning curve” (greening twempany), according to Post and
Altman (1992) and Post and Altman (1994). Greewwaiion refers to all innovations
that induce a beneficial impact on the environméantspective of the fact that this
impact was the main purpose of the innovation dr(Bernauer et al., 2006). There is
limited research on green innovation in the banlgagtor. Peeters (2003) has looked
to the innovative markets and products enhancirg filancial industry’s role in
sustainable development. Particularly in the emritental sustainability area, he
found that the banking sector made some accompdistsrin micro-financing, social
responsible investing, green legislation, greenoasting and reporting, green
liability.
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4 Methodology

4.1 Sample selection

In order to fulfil the aims of the study (to examithe stage of designing and
implementing GSCM practices in the Romanian bankiagtor, which GSCM tend to
follow the most, which are banks’ managers perakibenefits from implementing
GSCM practices, as well as perceived obstacles $CIG implementation in the
banking sector, and which is the relationship betwthe aforementioned variables), a
cross-sectional survey-based study was carried ambng banks operating in
Romania.

Overall, 41 banks were approached and 28 agreeguhticipate in the study
(response rate = 68.3%). In each participating pbank person was assigned to serve
as a representative in order to complete and reéigrguestionnaire to the researchers.
Bank representatives were selected based on spexiferia. In particular, the
representative was either a senior level managex,noedium-level manager working
in risk management and/or compliance or relatignshanagement. Participants were
informed about the purposes of the study, and veedsabout the anonymity and
confidentiality of their responses.

4.2 Measures

A 40-item structured questionnaire based on previ@search was developed in
the Romanian language, and addressed several G®€EMes. Specifically, the
questionnaire included themes relevant to GSCMtjpexc of the bank (i.e., physical,
financial and immaterial flows based on LundgrerCétasus, 2000); the perceived
benefits from implementing GSCM practices in thekiag sector as well as GSCM
pressures (i.e., normative, coercive, and mimedgeld on Zhu & Sarkis, 2007); and
GSCM obstacles relevant to the conceptual and diahperspectives, as grouped by
Baresel-Bofinger et al. (2007). Also, several guest were used to obtain data on the
bank’s size (number of employees), and parent cstmiiei(i.e., Romanian or foreign).
The questionnaire was pilot-tested in a group oé fhank managers to ensure that
there were no problems with the comprehension efitbms, as well as with the
completion of the survey as a whole.

GSCM practices were measured by means of 14 iteesribing several
environmental practices, including practices in thhysical flow with direct
environmental impact (e.g., ‘does your bank impletmevaste management
measures?’); practices in the immaterial flow vifttiirect environmental impact (e.qg.,
‘Does your bank engage in on-going public dialogegarding environmental
issues?’); and practices in the commercial flowhwitdirect environmental impact
(e.g., ‘Does your bank incorporate environmentdteda into its credit policy?’).
Responses were recorded on a 5-point Likert sdate r{ot considering this practice,
to 5 = carrying out this practice fully), and imat consistency reliability was high
(Cronbach’sx = .86).

Perceived benefits by undertaking GSCM practiceewassessed by means of six
items (e.g., ‘Does your bank perceive that undamgkenvironmental practices
improves the cost/income ratio?’ and ‘Does your kbaerceive that undertaking
environmental practices improves brand positionindg@esponses were recorded on a
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5-point Likert scale (1 = not at all, to 5 = siga#ntly), and internal consistency
reliability was high (Cronbach's = .94).

Pressures to undertake GSCM practices were assbgsetcans of six items
reflecting normative (market) pressures (e.g., ‘®geur bank feel pressures from
your bank’s suppliers for environmental improvens@f)t coercive (regulatory)
pressures (e.g., ‘Does your bank feel pressurem fregulatory institutions on
environmental improvements?’); and mimetic (contpet) pressures (e.g., ‘Does
your bank feel pressures to keep pace with congpstienvironmental strategies?’).
Responses were recorded on a 5-point Likert sdater(ot at all, to 5 = significantly),
and internal consistency reliability of this scalas high (Cronbach's = .82).

Perceived obstacles in implementing environmentattices were assessed by
means of eight items reflecting conceptual levad.(€Does your bank perceive that
the lack of environmental experience and informmatiobstruct the process of
implementing environmental practices within younk) and financial level issues
(e.g., ‘Does your bank perceive that the high adsintegrating environment into
business process obstructs the process of impléameenvironmental practices
within your bank?’). Responses were given on a ibifdakert scale (1 = not at all, to
5 = significantly), and internal consistency relidp of this scale was high
(Cronbach’sx = .82).

Finally, the stage in designing and implementingimmmental management and
reporting system was assessed by means of fous iteny., ‘Has your bank completed
a review to identify environmental impacts?’ and a¥d your bank defined
environmental related procedures and systems?§pdteses were given on a 5-point
Likert scale (1 = not considering this practicebte carrying out this practice fully),
and internal consistency reliability was high (Qvaoh’so = .89).

5 Results

Three types of analysis were conducted: descriptiaéa analysis, bivariate
correlation and group comparison. The descriptiaa dnalysis helped in identifying
the mean scores for the scales used, as well as dbeesponding items. The
correlation analysis (Pearson’sassessed the relationship between the scaldweof t
study and several bank characteristics (i.e., sizethe bank and the bank’s
ownership). Finally, the group comparison was catell using t-tests and ANOVA's
with post-hoc comparisons, in order to explore itmpact of the bank’s size and
ownership (Romanian vs. foreign) on GSCM practipesssures, obstacles, and stage
of design/implementation.

5.1 Descriptive data analysis

This analysis reveals that the Romanian bankingosés at an early stage of
GSCM practice adoption, especially in the immateaiad commercial flows. The
practices in these flowdA = 2.53,SD = 0.94) lag behind the practices in the physical
flow, with a scale mean of 3.38) = 0.89; the range of the scales being between 1 =
not considering this practice, and 5 = carryinglit this practice fully). The most
advanced stages in the physical flow have beerheshin waste managememd &
3.79,SD = 0.91) and energy managemeht £ 3.64,3D = 1.02). Also, among the
practices with indirect environmental impact, enygle training and awareness raising
were the most advancel! (= 3.43,SD = 1.23), while incorporating the environmental

14



criteria into credit policy M = 3.14,9D = 1.55) and including the environmental risk
appraisal into credit risk assessment proceduves- (3.14,SD = 1.48) had lower
scores. Three practices in the commercial flow géting, treating differently
companies proving ecological friendly behaviorsg lwithin the range ‘not
considering’ and ‘planning to consider’.

Furthermore, the banks in Romania do not perceithat tundertaking
environmental practices brings significant benefithe scale mean is 3.130 =
1.00) on a five-point Likert scale. Brand positiogpiseems to be most likely to occur
(M = 3.46,SD = 1.26), whereas the possibility of new incomeatn is lower ¥ =
2.96).

Regarding the experienced pressures to implemer@MsPractices, only the
pressures from parent/shareholders scored higher Z.64,SD = 1.31 on a five-point
scale), followed by pressures from employekk < 2.25,SD = 1.07), regulatory
institutions and competition (both witkl = 2.18,SD = 1.05). The pressures from
clients and suppliers scored lowest (respectikly 1.68,SD = 0.77; andM = 1.75,
D =0.84).

Also, the perceived obstacles’ scale mean was gB7= 0.74). The biggest
obstacle in implementing GSCM practices seems tdheehigh cost to integrate
environment into businesM(= 3.25,3D = 1.14).

Finally, the items of the scale ‘stage in designiagd implementing an
environmental management and reporting system’qaite low at means ranging
from 2.14 @ = 1.32; bank has completed a review to identifwirmmental

impacts) to the highest at 2.680( = 1.27; bank has defined environmental related

procedures and systems). The scale mean was343 1.14).

5.2 Relationship between GSCM practices, perceived benefits, pressures
obstacles, and stage of GSCM practice design/implementation
The findings from the correlation analysis are présd in Table 1.

Table 1. Correlations between the study variables

1 2 3 4 5
1. Practices in the physical flow with direct elmvimental impact
2. Practices in the immaterial and commercial flovith indirect .522**
environmental impact
3. Perceived benefits by undertaking environmemtattices .340 .709%*
4. Experienced pressures to undertake environmprdatices A89** .644** 752
5. Perceived obstacles in implementing environnigmictices  .148 119 349 189
6. Stage in designing and implementing an envirariade .451* .882* 744** 665** .026
management and reporting system
7. Size of the bank in terms of employees .016 260 -.014 .034 -012 .08
8. Major ownership of the bank’s capital -.040 -135 -015 .111 .047 -2
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Table 1. Correlations between the study variables

1. Practices in the physical flow with direct elmvimental impact

2. Practices in the immaterial and commercial flovith indirect .522**
environmental impact

3. Perceived benefits by undertaking environmemtattices .340 .709%*

4. Experienced pressures to undertake environmprdatices AB9** .644** 752

5. Perceived obstacles in implementing environnigmictices  .148 119 349 189

6. Stage in designing and implementing an envirariade 451* .882* 744** 665** .026
management and reporting system

7. Size of the bank in terms of employees .016 260 -.014 .034 -.012 .08

8. Major ownership of the bank’s capital -.040 -135 -015 .111 .047 -2

* Correlation is significant at the 0.05 level @ied)
** Correlation is significant at the 0.01 level {@iled)

The key message derived from the correlation aiglgsthat GSCM practices
tend to be strongly and significantly associatethyperceived benefits, and pressures
to implement GSCM practices. Although it is impbésito establish causation with
the present correlations, as well as the crossesenature of our study, this finding
implies that perceiving more benefits from GSCMapies may act as a motivator for
the implementation of these practices. In a simikdn, the existence of pressures may
also serve as an alternative and potential initiefdGSCM practices in the banking
sector.

5.3 Effects of bank ownership and company size on GSCM practices

A series of independent samples t-tests indicdtatidwnership of the bank (i.e.,
Romanian vs. Foreign ownership) did not influenbe turrent status of GSCM
practices, nor perceptions and expectations reggrthie benefits, obstacles and
pressures (alp-values > .05). In similar vein, one-way ANOVA shedvthat the
aforementioned variables were not affected sigaifity (o > .05) by the size of the
company.

6 Conclusions

This paper has attempted to fill a gap in GSCMaedein the banking industry of
Romania and to provide some conclusions on whasituation regarding GSCM
implementation is, as well as on the knowledge tasdet can be capitalized for
successful GSCM implementation in this highly iefftial sector of the economy.
The paper explored the role of the banking industrgreening the society and this
industry’s response to the need for environmentatasnability, which was found to
be slower than expected and demonstrated by thelapeaents in other economic
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sectors (Thompson, 1998a; Lundgren and Catasuq); 206Kenzie and Wolfe,
2004; de la Cuesta-Gonzales, 2006; Sahoo and Nagak; Laukkanen et al., 2008).

The paper also provided evidence on the stage sifjgieg and implementing
GSCM practices in the Romanian banking sector, WwB&CM practices tend to be
followed the most, which are banks’ managers peeckebenefits from implementing
GSCM practices, as well as perceived obstacles S€I& implementation in the
banking sector, and what is the relationship betwtse aforementioned variables.
Two key conclusions can be drawn from the papastFit has been shown that
GSCM practices (especially practices in the imnaleflow) are strongly and
significantly correlated with perceived benefitsdapressures. This implies that
perceiving more benefits is likely to motivate thmplementation of GSCM
practices; accordingly, perceiving more pressucegotiow/respect GSCM issues
may lead to better/stronger implementation of GS@httices. However, this should
be addressed in future research because the prseyt offers only correlational
data and cannot establish causation. Second, ibearoncluded that characteristics
of the banks (i.e., bank size and foreign/Romanianership) do not influence at all
the level of GSCM practices implementation and tezlaperceptions (pressures,
obstacles, benefits) in the Romanian banking sector

The findings of this paper point to the overall clasion that the banking sector in
Romania is at a somehow advanced stage of ecolaayiegtation in the physical
flow and early stage in the immaterial and comnariiows. It therefore may be
concluded that there is potential for green inniovaaind intellectual capital about
green innovation in the Romanian banking sectokitap to implement GSCM
practices. Based on the literature and study’sriggl several recommendations may
enhance the implementation process of GSCM practicethe banking sector in
Romania: 1. the reconsideration of the banks’ moléhe sustainable development of
the economy and hence in increasing the pace ofemgnting an EMS in the
immaterial and financial flows; 2. the reconsidenatof the credit risk importance,
by moving the emphasis from the reputational riskrentowards credit risk; 3.
banks’ monitoring of the environmental risk in théorrowers’ supply chains; 4.
closing the gap between expectations and practigedénvolving the Romanian
Banking Association and the central bank, which mayher provide banks with
environmental guidelines on how to manage theiirédl environmental impact; 5.
closing the gap between banks’ parents’ environaleattions and local banks’
actions; 6. the careful consideration of the retaship between the GSCM practices
and the GSCM performance, before requiring borrewtr implement green
practices, especially under the current econortuason.
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