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A Conceptual Framework of Reverse Logisticdmpact on Firm Performance
Abstract

This study aims to examine theverse logistic$actors that impaatipon firm performance.
We reviewreverse logistics factors under three research stream&s(a)rcebased view of
the firm, including: Firm strategy, Operations managemeand Customer loyaltyb)
relational theory including: Supply chain efficiency, Supply chain ocllaboration and
institutional theory, including: Government support @wltural aignment We measured
firm performance with 5 measures: profitability, cost, innovativeness, pedceompetitive
advantage, and perceived customer satisfactMndiscuss implications for research, policy
and practice.

Keywords: Reverse logitics, firm performanceresourcebased view of the firm; relational
theory; institutional theory



1. Introduction

Reverse logistics are not always as mature as forward logistics and this isigosicant
environmental repercussions as well as loss of profitability and custonsfactain. This
study aims to examine threverse logistics factothat affectthe firm performanceDespite
the extensive literature on reverse logistics, there is a gap in our kigewtl@dvhat extent
they affect firm performance. There is a growing literature on asgabe impact of reverse
logistics upon firm performance, and, to our knowledge,ishise first study thagynthesise
threeresearch streanm(sesourcebased view of the firm, relational thepmnd institutional
theory)to developa researcimodel. This studycontributes to practitioners by offerinigem
insightshow todesign effective reverse logistics and integithem with forward logistics.

The remaining of the study is organised as follows: The following sectiaaw®wvhe
literature onreverse supply chaindast section discussessearchpolicy, andmanageria
implications and makes recommendations for future research in this area.

2. Literature Review

Studies about reverse logistics appear in the eighties and mostly deal witltakeetmui
operational issues such network design, optimisation, and prodysdoming Barnes,
1982). Rubio et al. (2008) reviewed 196 research articles on reverse logistics published
between 1995 and 2005 and found that 65% of them used mathematical models and 21% case
studies mainly dealing with the recovery of esfdife products and inventory management.
Efforts to synthesize the research in an integrated Hyaas€eld body of knowledge have been
limited and information is mostly anecdotal (Jayant et al. 2012). Bernon et al. (2011)
synthesized empirical findings and literaturgamding retail reverse logistics operations and
proposed that thegre multi-faceted and need to be managed as an integrated supply chain
activity. Ramirez (201p surveyed 284 Spanish firms and found that reverse logistics
management improves organizational performance conditioned by the creatiomstiédog
knowledge. Ye et al. (2013) surveyed 209 manufacturers of Pearl River Delta in China and
found that although product recovery had a significant positive impact on both economic and
environmental performance, product return had a negative impact on the fionsngc
performance and no effect on the firm’s environmental performance.

Apart from anecdotal studieshere islittle guidanceto what exteh reverse logistics
contributesto firm performanceThis studydraws onthree researchtreams of literaturéo
develop a reverse logistics modkglitially, we review studies from the resoufoased view
of the firm, relational theory, and institutional theoryhe factors that influence reverse
logistics are reviewed under three categories: firm factors, supply d¢hetors, and
institutionalfactors(Figure ).

<<Insert Figure labout here>>

2.1.ReverseSupply Chains
A forward supply chain can be viewed as the flow of producthaat@rialsfrom producers to
end consumers via intermediaries like wholesalers and retailers. The revyasbe chain
refers to the backward flow of products recovered from u3éexe are differentefinitions
of reverse logistics with somesgearcheremphasisingthe economic aspect of reverse



logistics(Ravi et al., 2005). Mutha and Pokharel (208@8)ued that reverse logistics can be
seen asa forward chainre-designed to manage the flow of products backwards from
customers tananufacturingor refurbishment andeproduction. Richey et.a(2005) pointed
out the environmental impact of returned products.

2.2.Reverse Supply Chain Factors

2.2.1. Firm Factors

According to the resourdeasedtheory firm resources and capabilities determine firm
performance and sustainable competitive advantage (Penrose, 1959; Peteraf, 1993).
Therefore, afirm should developlogistics strategyon its core competencies in order to
reduce costs and maximize their alaffer Olavarrieta and Ellinger, 199 Dowlatshahi,

2000; Wong and Karia, 2010; Ramirez et al. 2D1Reversdogistics strategy is of critical
importancein managing the reverse direction in supply ch&nasn consumer to producer

which counts for 1/5 in some industries (Dowlatshahi, 2005; Autry, )200& volume of

return goods is hard to predict, thereforRla strategy needs to dictate return policies and
proceduresind integrate them with forward logistics operati(@®ang et al. 2009).

Genchev et al. (2010) examined the reverse logistics usingsbarcebasedview (RBV)

and argued thatompaniesshould allocate their resources to developing reverse logistics
programs in order to avoid the potential negative impact on the bottom line. Conversely, if
adequate resources (tangible/intangible or progsabed/ knowledgbased) are targeted to
reverse logistics programs, companies may gain a tremendous positivaafineapact as
well as important relational implicationGonzalezTorre et al. (2010) kamined the effect of
various factors including financial and human resources upon the adopgoarianmental
oriented reverségisticsand found that constrains in firm resources hinder the adoption of
reverse logisticsRamirez (2012usedthe resourcéased theory to examine whether reverse
logistics improves firm performance conditioned by the creation of knowledg®andthat
thosecompanies which develop their capacity to generate new knowdedgeble taeduce

the uncertaintypf RL processeswhich in turn increases firm performance.

Therefore, we propose:
Propositionl: Reverséogisticsstrategyhasa positive effect on thefirm performance.

Operations management is concerned with all areas that affect the company orbasigily

A nonroptimised management process results in waste and increased operating/eekss.

et al. (2010) studiedeverselogistics strategieson firm profitability through operations
management on scrap steel industry and fahatlalthoughoperations managemealone

does not have a positive impact on profitability, the combined effect of production mix
efficiency and product route efficiency do have a positmpact on firm profitability.
Regardless of whether manufacturers choose to engage in product recovery te increas
production mix efficiency and product route efficiency, meet customer demands)cenh
brand image, opre-emptregulation, they face a strategic operational choice: contract with
third parties, establish joint ventures, or vertically integrate into revaspely chains?
(Toffel, 2004).



Thereare three models of reverse logistgerations:
Joint reverse logistics

Joint ventures in reverdegistics refers to horizontal alliance between firmamindustry

that carry out reverse supply chain operations such as establishing ange@gttire,
collaborative transportation and joint quality control (Kasper et al, 2011). A typuicdl |
revese supply chain contains four areas of collaboration: (i) waste disposal, (ii)
product/part/material in sales, (iii) cost sharing, and (iv) profit distributdmofom et al.,
2009).

Recent developments of RBV consider a firm's core competence to be its abrkigcto
quickly to situational changes and build further competencies or dynamic dasfikeece,

2007; Halldorssoret al. 2007). For example, Zhan and Chen (2013) examined dynamic
capabilities in international joint ventures and found that this hybrid organisafamnal
benefits from exploitation capability and exploration capability espgamiien the cultural
distance between partners is smialljoint ventures, efficiency may not only be explained in
terms of productivity, production migfficiency or product route efficiency, but also as the
ability to explore and exploit partner’s core competencies via contractaagaments as an
alternativeto building such competencies internally (Haakansson et al., 1999). Outsourcing
decisions araisually based on the idea of focusing on core competencies and outsourcing
complementary competencies to external partners. Joint venturing decisiobasace on
learning, uncertainty avoidance, hold-up risks, and scale.

Joint ventures can be a betteram&nism to manage uncertainty in reverse logistics which
can be higher than forward supply chains due to the following reasons: (1) theinncerta
timing and quantity of returns, (2) the need to balance demands with returns, (3) the need to
disassemble theeturned products, (4) the uncertainty in materials recovered from returned
items, (5) the requirement for a reverse logistics network, (6) the complicdtioaterial
matching restrictions, and (7) the problems of stochastic [random] routings fenasdbr

repair and remanufacturing operations and highly variable processing times

Close-loop logistics

Following RBV, there is a recent stream of research examining manufigotempetencies

and RL in particular as an ability to improve the profitabilifynanufacturers (Koufteros et

al., 2007; Weeks et al., 2010). RL can be seen a capability that allows manusactiwree
existing resources in alternative yet eeffectively and ecologically friendly way by
extending the product's normal life beyond its traditional usage (Lai, Wu, and Wong, 2013).
Combinng forward and reverse supply chains leads to the concept of -tbagegdupply
chains. Guide Jr. and Van Wassenhove (2009) defined dospdsupply chains as the,
“design, control, and operation af system to maximize value creation over the entire life
cycle of a product with dynamic recovery of value from different types and volumesmd re
over time” The management of closeop supply chains is a dynamic capability. For
example, closetbop supply chains must perform operations such as forecasting the return of
items intothe system, organizing recovery locations with the network, and managing the
inventory of both new and used items are just (Brito and Dekker, 28@4nrding to
Flapper etal. (2005), there are four types of cldeep supply chains: productienelated,
distributionrelated, useelated, and endf life. The productiofrelated closéoop supply
chains are characterized by obsolete materials, production scraps, andi@modatgcts
below preset quality levels. For example, NEC Computers, a subsidiary of the NEC



Corporation group, created the Notebook Server Recovery department to deal with repairs
that take longer than 24 hours as well as analyse the failures that occurred inigrazhatt

relay their findings back to the production departments along the chain to produce more
accurate forecasts (Geyer et al., 2005). Distribetédated closdéoop supply chains refer to
commercial returns of products that are sold with a return option, wrong deliveribe a
products are refused by customers because they are delivered too etoty late, or
otherwise not conforming to specification, and product recalls resulting froetysaf
problems. Return policies reinforce customer loyalty and can prove effective rie sales
directly from the manufacturers. Uselated closdoop supply chain refer to products
currently in use but in need if RL due to warranties and repair servicesyFmaltucts

close to their enaf-life are returned back to manufacturers to extract valuable and
components and rare materials for reuse. The sustainability of reversicdogisd the
environmental management of product life cycle can be considered as extdnsites
existing dynamic capabiids of closdoop supply chains.

Outsourcing reverse logistics

Within the scope of RBV, outsourcing is a strategic decision that entails corgraf non
strategic activities to thirgarties which are more capable firms to undertake reverse logistics
activities (EspineRodriguez and PadreRobaina, 2006). To this respect, companies do need
to develop RL capabilities and at the same time they free resources aatl toafmtus on

core competence. Azadi and Saen (2011) argued that the main advantagsoofcong
services in RL is thahird-party logistics 8PL) providers allow companies to get into a new
business, a new market, or a reverse logistics program without interruptingddloves; in
addition logistics costs can be greatly reduckdgozar (2008) stated five areas of
Outsourcing RL: (i) Specialized high value product collection and consolidation (i)
Commercial waste collection, sorting and marketing, (iii) Specialized commerci& was
collection, processing and marketing, (iv) Dealing wehsable packaging and pallet pools,
and (v) Green product validation. Serrato et al. (2007) developed a Markov decision model of
the outsourcing decision and found the presence of an outsourcing threshold aboveisvhich
optimal to outsource reverse logistics. Furthermore, the variability innretalumes
motivates outsourcing RL and when the return fraction is higher, outsourcingallisesre
smaller and the probability of crossing them is higher. Cheng and Lee (2010) useticAnaly
network proces$ANP) based on the RBV approach to help decision makers identify which
activities must be performed inhouse or outsourced.

Therefore, we propose:

Proposition2: Joint reverse logistigCloseloop logistics andOutsourcing reverse logistics
havea positive effect on Firm Performance.

Customer Loyalty

Extensive literature suggests that a consumer satisfaction induces a ceenpdtiintage for

the firm (e.g. Williams and Naumann, 2011; Siomkos et al., 2006). For example, Srivastava
et al. (1998) suggested that high customer satisfaction leads to an siocretdraash flows,

an increase in the volume of cash flows, and a reduction in risk associated with those cas
flows. Williams and Naumann (2011) conducted a longitudinal analysis of customer
attitudes in relation to various company performance metrics of one largené-dt00



company over a fivgear period and found that there are significant, and moelerateong
associations between customer satisfaction and a firm's financial and markethaede

such as revenues, earnings per share, and stock price. On the other hand, uncertain consumer
demand has been shown to be a barrier to in the retail sector (Reynolds and Hristov 2009).

In this study, we define customieryalty as the ability of the firm to stimulate and maintain
cognitive and affective outcomes of pgsirchase, which entails comparing consumer
expectations with actual product or service performance. A large body ofctesearfound

a strong, positive relatiship between customé&yalty and repurchase intention (Anderson
and Mittal, 2000; Cooil et al., 2007; Seiders et al., 2005). The adoption of reverse logistics is
following the trend of developing environmental friendly businesses. Therefrerse
logistics may increase customer satisfaction and create a basis for customsr. loyal
Consumer loyalty may improve profits through reduced consumer acquisition rod$tsvar
price sensitivity and higher price tolerance (Reichheld and Teal, 1996). HaZe(6123)
suggested that consumers’ satisfaction of green reverse logistics leade#sed levels of
loyalty to the firm.

Prahinski and Kocabasoglu (2006viewed the literature in reverse supply chains and
proposed thatservice quality and recovery trategies influence satisfaction and
dissatisfaction, which in turn influences repurchase intentions inetregse supply chains
Furthermore,improved service quality in theeverse supply chains positively influences
customer satisfaction andustomer atisfaction in thereverse supply chainpositively
influences repurchase intentioRamanathan (2011) examined the relationships between
performance of companies in handling product returns and customer loyalty and found that
handling product returns plays an important role in shaping customer loyalkywiarsk
products.

Therefore, we propose:

Proposition 3: CustomerLoyalty in Reverse Logistichas a positive effect oRirm
Performance.

2.2.2. Supply Chain Factors
Transaction Cost Economics & Supply Chain Management

Transaction cost economics (TCE) has been an established theory for anhiysiran
organization economises on transactions costs by selecting governancerestriban
minimise costgCoase, 1937; Williamson, 197%ccording to Williamson (281, p. 552),a
transaction occurs when a good or service is transferred across a technologically separable
interface’ The critical dimensions for describing transactions are: uncert&ietgency, and
asset specificity (Williamson, 1975). The theogslbeen tested empirically numerous times
and summarized in several tastudies (David and Han, 2004l Macher and Richman, 2008).
Criticism of transaction cost economics argues that the theory ibaeitled on cost
minimization providing little insightnto strategic marketing choices that are undertaken by
exchange partners who create and claim vaBreuthers et al. 2003). Brandenburger and
Nalebuff 0011 argued that firms rarely create value in isolation, but they align themselves



with customers, suppliers and other partrterso-develop markets ando-expand existing
ones.

Collaborative exchange relationshigie not static; rather thegvolvethrough development
processes (Eggert et al., 2006). In this respect, the coordination and integrasiguplyf
chains is a valuadded, dynamic capability thaan reduce transaction costs. Dwyer et al.
(1987) presented a process of collaboration evolutiath four stages: awareness,
exploration, expansion, and commitment. Zajac and Olsen (1993) prapstsge model of
inter-organizational processes with 3 stages: initialization, processing, and gecatidin.
On initialization stage partners weight exchange alternatives,apte project the egost
exchange costS his stage is a preparation stageh partners designing their supply chain
operations On processingstage,partnerslearn about and from each othatevelop supply
chain knowledge, which is an intangible assih high specificity,manage conflictierived
from transactioruncertaintyanddevelop trusthrough frequentsuccessful transactiorgkiu

et al., 2013 Supply chain eftiencycan be used to operationalize the processing siage
supply chain partners reduce transaction castshis stage(Blome et al.,, 2013b On
reconfiguringstage partnersassessheir supply chaimperformanceand attempt to improve it
by redefiningtheir supply chairstrategy and reshaqg the nature of relatiomia cultivating a
culture of collaboration than competitig@ao and Zhang, 2011Jhe characteristic of this
stage is théong-term orientation ofransactionghat necessitate the developmensopply
chain strategwnd itsintegraton with the business strategincelongterm business relations
impact upon the boundaries of tren (Williamson,1981).Supply chain strategy can reduce
transactions costs since asset specificitreasesand uncertainty decreases. Specifically,
Site-assetspecificity, such as ante investments in sites like distribution or warehensesc
to minimise transportation and inventory costs, increases giadeersdevelop a supply
chain strategyLamminmaki, 2005) Physical asset specificity, i.e. investmentsjpecialised
equipment, and machinery that lower transaction costs compared to outsourcing, also
increases.ntangible assetlike ‘greening’ thebrand name that generates brand loyalty and
repeated sales via a specifeverse channglChen, 2010)Regarding uncertaty, volume
uncertainty, which is created by poor forecasting of future demand pattereduced by
sharing of strategic information between retailers and manufacturdstlike new products,
retail stores, and customer preferen@dskhopadhyay and Setaputra 201Tgchnological
uncertainty stems from the lack of resources, information or intelligence to allow firms to
ascertaining the concurrent decisions and actions of their trading partaarbe reduced
with the strategic collaboration arouneherging technologief/ijayasarathy, 2010). Finally,
longterm collaborationcan protectcompanies fronbehaviouraluncertainty whichresults
from opportunisticbehaviourwhere one omore parties may resort tbehaviourssuch as
lying, cheating, deceitful concealment of information, or violating formal or nmébr
agreements to further their own self-interest (Crosno and Dahlstrom 2008).

Williamson (2008) recently pointed to the need for further elaboration of the divkebn

TCE and Supply Chain Management (SCM). Supply chain management has theebjecti
integrate and coordinate the supply chain of heterogeneous organisations intoge s
process. Coordination can be achieved via different mechanisms suctkasmechanisms,
contracts, and partnership arrangements, which lead to the increasing effiofeady
partners. Althoughhe origin of Operations Management is closely linked with the birth of
the company itself, supply chain management (SCM) was aliginntroduced by
conslltants in the early 1980and subsequently has attracted growing researchers’ attention
(New, 1997; Chen and Paulraj, 2004; Vlachos et al. 2008).-lfallme and Medind.opez
(2011) examined the evolution of supply chain discglmound three areas: Supply chain



integration, information management, and supply chain strategy. A growing bodyehewi
highlights the importance managing the supply chain in improving competits/dnes
reducing uncertainty and enhancing customer service (i.e. Burgess et al., 200@svand
Bourlakis, 2006 ; Arora and Raisinghani, 2012).

Efficiencyin Reverse Supply Chains

Efficiency of forward supply chains has been studied during the last two de@ades
Coppini et al. 2010; Bayraktar et al. 2009; de Souza and D’Agosto, .2B&®gral studies
have focused on the ‘bullwhip effect’, namely the natural tendency of decesdrdisision
making to amplify, delay and distort demand information movingreas: in a mak¢o-
stock supplychain(Wangphanich et al. 2010). However, efficiency in reverse supply chains
has not received considerable attention yet. Sharing demand and/or inventoryitdata w
retailers can improve the manufacturer's order quantityisters in multistage serial
systems, because knowledge asset specificity reduces the demand uncextaohtyyf the
supplier. For example, sharing peoftsales demand enables the manufacturer to improve its
forecast accuracy, refine deliver schiedyand reduce inventory cogiRyu et al. 2009). Lee

et al. (2000) quantified cost reductions due to information sharing-28%2while de Souza
and D’Agosto (2013jeportedthat1.21% cost reduction iscrap tire reverse logistics chain
Hsu et al. (2009) surveyed senior purchasing and operations managers and reported that
supply chain management practices mediate the relationship between operataimistyca
and firm performance. Vanichchinchai and Igel (2011) investigated the relagisreshiong
total quality management practices, supply chain management practices, arsddupmly
performance in the automotive industry in Thailand and fabattotalquality management
can be used as a foundation for implementing supply chain management and igprovin
firm’s supply performanceBlome et al. (2018 examined the antecedents of supply chain
agility and their effect on operational performance based on evidence collestethfge
scale mail survey targeting muiftational firms located in Germany and fouemdence of
supply chain agility mediating the relationship between su@rg demanside competence
and performance.

Therefore, we propose the following:

Proposition 4: Efficiency in ReverseSupply Chainsis positively related to Firm
Performance.

The advantages of collaborations have bdecumentedby various studies in the supply
chain literature (Christopher, 2005; van Hoed, al. 2008; Daugherty et al., 2009).
Collaboration reduces transaction uncertainty especially when it becomegisirBlue to
the nature of information uncertainty of the return products, manufactures finfictiltto
act proactively and predict upcoming reverse logistics activities. Infmmslharing reduces
reverse operations uncertainty as well as helps to overgdamning complexities in the
reverse supply chain (Hernandez, Poler and Mula, 20Edj. example, Web-based
collaborative return systems are commercial systems that aim to manage registgss lo
activities (Jayaraman et al., 2008These systems are deal on secure web servers that
consolidate data from suppliers, manufacturers, 4bandly logistics providers, repair depots
and customersand provide to supply chain partners visibildyer the flow of mateals,
inventory control, and coordination turn process.

Cao and Zhang (2011) studied supply chain collaboration and explored its impact on firm
performance using data collected through a Web survey of U.S. manufactunisgirfi



various industries. Results indicated that supply chain collaboration improvesocatiee
advantage and influence firm performance as well as that collaboratisatage mediates

the relationship between supply chain collaboration and firm performance &br fems
while it partially mediates the relationship for aiiem and large firms. Dobrzykowski et al.
(2012) explord four supply chain practices using a global survey of 711 firms in 23
countries and found that procurement capability was positively associated wth fir
performance. Vereecke and Muylle (2006) exaadisupplier and customer collaboration and
performance improvement by surveying 374 firms from the engineeringfalgsamustry
across 11 European countries and reported weak empirical support for the hypdthesiz
positive relationships between supplier collaboration and performance improvement.

Therefore, we propose:

Proposition 5: Collaboration in Reverse Supply Chsirs positively related to Firm
Performance.

2.2.3. Institutional Factors
Institutional theory

Institutional theory implies that a stromgotivating force behind firm behaviour is socially
based and proposes that an organization is bound to satisfy its social stakeRalgers ¢t

al., 2007; Burns and Wholey, 1993). Institutional theory can explaincempanies engage

in actions countering the efficiency arguments of traditional economic thought when
attempting to conform to sociaormsand stakeholders logic instead (Miemczyk, 2008).
Recent studies have provided empirical evidence that explaiddireh behaviours using
institutional tkeory (Hillebrand et al. 2011; Ye et al., 2013; McFarland et al., 2008).

Isomorphism is a key concept imstitutional theory and the maifactor leading
organizations to adopt similar structures, strategies, and processes. Adtef tastitutional
theory is that organizational isomorphism increases organizational legitirDaeplouse,
1996) which can defined as the perception that the actions of the organizational entity ar
desirable, proper or appropriate within socially constructed system of normss, ualiefs

and definitions (Kauppi, 20)3According to DiMaggio and Powell (1983) there anece

types of mechanisms towards institutional isomorphism: coercive, mimetic andthna

Coercive isomorphism is found when a powerful firm exercésesercion to serve its own
interest by demanding that partners adopt its favourable operational prgttices al.,

2010). Further, companies face coercive isomorphism from customers and government to
incorporate social, environmental and economic responsibility considerations ino the
operations (Sarkis et al., 2011). Conformingaercive isomorphism makes companies to be
perceived as more legitimate (Zhu and Sarkis, 2007). Howéverattempt to balance
conflicting demands by adoptingusiness operations out of coercive pressures does not
always lead to operational efficiencies (Miemczyk, 2008).

Mimetic isomorphismoccurs due to firms facing uncertainty are likely imitate the business
models of other firms perceived as successful and legitimacy. Learningofitters best
operational practices, benchmarking, and supply chain mimesis produce ‘stanparnsess

to uncertainty’ which reduce the risk of unexpected outcqédaggio and Powell, 1991,

p. 67) However, best practices do not produce the same results in every company due to
contextual mismatchewaking imitation lead to suboptimal results (Kauppi, 2013).



Normative isomorphisnoccurs due t@rofessionalizationa social move by members of an
occuypdion to define thequalifications ethics, and methods of their work to establish greater
legitimacy for their occupatigrcreating homogeneitgnd legitimacy over tim®iMaggio

and Powell, 1983).

Government Support

Whereas normative isomorphism produdegitimacy from shared values, government’s
coercive isomorphism seeks conformance to technical, process, or outputaleg(tiaylor

and Warburton, 2003 herefore acceptance of government support camnberpretedas a
response to coercive isomorgim to produce legitimadp norms about green supply chains
Porter (191) suggestedhat strict environmental regulation will have an innovation effect to
companies forced them to trigger the discovery and introduction of cleaner technalugjies
environnental improvement<ontrary to traditional economics view that companies had to
sacrifice part of the profits to reduce an externality like pollution, the Pdpaothesis (PH)
poses that companies benefit from making production processes and prodectsfroient
since they can achieve cost savings sufficient enough to overcompensate for both the
compliance costs directly attributed to new regulations and the innovation(fogisr and
van der Linde, 1995)Therefore, weHldesigned regulation can protect the environment and
increase the industry competitiveness at the same time.

Therefore, we propose:

Proposition 6: Government Suppomf reverse logisticss positively related to Firm
Performance.

Cultural Alignment

Based oninstitutional theory, conforming toogernment supportan be considereds a
response to coercive isomorphism, tharitural dignment can be interpreted as a response
to mimetic isomorphismDiMaggio and Powell, 1983)Companiexhoose to “model” their
supply chains after other organizations that they consider more progressitmategor
successful in managing reverse logistics. The operationalization of mimetiorgusm has
received little attention in operations management, especially in reverse $ofi{stigpi,
2013). Aligning reverse logistics to a business culture that is isomorphic to ecological
sustainability can provide the sougltiter legitimacy the institutional theory imposes.
Specifically, ®cietal and resource drivers impose industry to focus on ecological
sustainability (Zailani et al. 2012). Growing concerns about climate changes, local and
regional impacts of air, ground and water pollution from industrial activities have
significantly expanded the interamt between environmental management and operations.

Therefore, we propose:
Proposition 7: Cultural Alignmentof reverse logisticds positively related to Firm

Performance.

3. Discussion
This study contributes to the existing body of knowledge irHreeways:



First, it provides a theoretical framework to study RL practice@sedon three research
streams: Resourcebased viewof the firm relational theory and institutional theory
Particularly, sevenvariables were examined: Reverse logistics strategy, Operations
management, Customer Loyalty, Efficiency in Reverse Supply ChainsabGadtion in
Reverse Supply Chains, Government Support and Cultural Alignrdeimt ventures are
preferable whenrever® logistics requires transactigpecific investments sincehis
organisational formmitigates holdup risks better than markets or outsourgiglliamson

and Ghani, 2012)Joint ventures can be considered a$ybrid organisational form that
benefits fran the exploitation capability and exploration capabildf partners In addition,
Zhan and Chen (2013) argued that joint ventures are preferable when the cultural distance
between partners is small. Joint collaborations allow reverse logistics modeddetast On

the contrary, managing closémbp supply chains is a dynamic capability which currently
many companies seem to lacknother benefit of joint collaborations is that they increase
asset specificity in supply chatransactions and reduce supply chain uncertainty.

Third, dfective reverse logistics can have a positive impact on the environment as \Wed
financial performance. This supports the Porter Hypothesis (PH) wviledlitdesigned
regulation can protect the environment and incréasendustry competitiveness at the same
time.
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