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Abstract

Successful firms pursue organizational sustainability. The aim of this study is to explore the direct and indirect
factors affecting on organizational sustainability. Indirect factors being those that first influence competitive
advantage, and then affecting organizational sustainability. This study analyzes 145 articles retrieved from the
SDOL (Science Driect Online) database that were published between 2009 and January 2013. Papers were
retrieved using ‘organizational sustainability’ and ‘competitive advantage’ as keywords, searching on ‘Abstract,
Title, Keywords’, and subject headings of ‘Business, Management and Accounting’. The results identify that 13
indirect factors and 3 direct factors can have an impact on organizational sustainability.

Keywords: competitive advantage, organizational sustainability
1. Identification of Studies

This study examines two sets of factorSs that affect organizational sustainability, direct and indirect. Direct
factors influence organizational sustainability, and so ‘organizational sustainability’ was taken as a keyword,
searching on ‘Abstract, Title, Keywords’, in addition to the subject headings of ‘Business, Management and
Accounting’. Four articles published between 2009 and January 2013 were retrieved from the SDOL (Science
Driect Online) database. Indirect factors influence organizational sustainability through competitive advantage,
and again ‘competitive advantage’ was taken as a keyword to search on ‘Abstract, Title, Keywords’, in addition
to the same subject headings. A total of 364 articles were retrieved from SDOL, of which 145 published between
2009 and January 2013 were used.

2. Definitions
2.1 Sustainability

Sustainability has become a significant issue in the popular press, corporate boardrooms, political arenas and
academia. The United Nation’s 1989 Brundtland Commission definition of sustainability is ‘““meeting the needs
of the present without compromising the needs of future generations” and According to the OECD’s definition,
sustainability means“linking the economic, social and environmental objectives of societies in a balanced way”
and “about the consequences of today’s activities which meet the challenge of sustainable development and
require that the process through which decisions are reached is informed by the full range of possible
consequences, and is accountable to the public” (Farneti & Guthrie, 2009; Mohrman & Worley, 2010).
Sustainability shows both challenges and opportunities for organizations (Ceasar & Page, 2013), and it can
overcome economic pressures and fit the future needs of the environment (Wilkinson & Hill, 2001). The activists
of sustainable development which claims that as progress, but others may consider the level of progress as
inadequate to meet sustainable development needs and seek more dramatic change (Henderson, 2011).

There are six aspects to sustainability:

a) Causal ambiguity: Rival firms may not be able to imitate another firm’s resources and capabilities because
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they do not understand how these relate to competitive advantage.

b) Lead time: A set of factors that determine the amount of time from project launch until competitors have a
substantive response in place.

c) Path dependency: The choices made during the early stages of project planning and implementation that
have significant implications on current options, decisions and expected outcomes.

d) Role of history: Refers to unique historical conditions that allow a company to either acquire or develop
resources at low cost. New competitors who do not have these resources will have to pay a higher price in order
to obtain them.

e) Socially complex links: Social factors, which are beyond the ability of firms to control and influence in a
systematic fashion, that make it difficult to imitate another firm’s resources.

f) Time compression diseconomies: Refers to resources that are relatively easy or inexpensive to imitate, but
where the process is time—consuming (Dehning & Stratopoulos, 2003).

2.2 Competitive Advantage

Competitive advantage is an important concept in strategic practice and necessary for a firm (Baaij, Greeven, &
Dalen, 2004; Tollin & Jones, 2007). The strategic of competitive advantage is based on the enterprise’s scope of
competence and real means (Passemard & Kleiner, 2000). The organization has competitive advantage and can
use it to change environment (Appelbaum & Gallagher, 2000). The notion of competitive advantage illustrates a
private sector view that looks to maximize profits by outperforming competitors, as opposed to the public sector
where non-profit objectives are more often the goal (Henderson, 2011). Strong competitive advantage is a goal
of many organizations, which they are determined to maintain (Chang & Liu, 2009). Competitive advantage of
an organization or enterprise means the value a form (Byrd & Turner, 2001). A firm establishes competitive
advantage through its business strategy with regards to markets and developing capability (Griffiths & Finlay,
2004), and uses this advantage to enhance the value of its products and services (Chuang, 2004; Reed, Lemak, &
Mero, 2000).

Competitive advantage has two perspectives: industrial organization economics and the resource-based view of
the firm. Industrial organization economics shows how sustainable competitive advantage is based on the firm’s
strategic positioning within an industry. The resource-based view of the firm bases competitive advantage on
economizing on the firm’s core competencies. These core competencies, which are valuable, unique and difficult
to imitate, trade or replace, are fundamental to sustainable competitive advantage (Baaij et al., 2004).

2.3 Competitive Advantage-Sustainability

The concept of sustainable development involves economic, social and environmental factors and has emerged
as central to the thinking of any individual or organization with an eye for global economic development
(Henderson, 2011; Rodriguez, Ricart, & Sanchez, 2002). In addition, the overall competitive advantage of a firm
can actually be influenced by environmental factors (Wagner, 2005). This study considers what factors affect
competitive advantage and sustainability and constructs a model of the relationship between competitive
advantage and sustainability.

Companies must develop new resources, capabilities and activities to maintain their competitive advantages, and
competitive advantages will provide firm with a generic view of a sustainable business for a firm (Rodriguez et
al., 2002). A sustainability competency provides a differential advantage; this competency is relatively unique in
the firm’s market (Flint, & Golicic, 2009). The sustainable development can be achieved within the context of
competitive advantage. Sustainability development will be more quickly achieved if an organization can adopt
the sustainable event as a competitive tool in the market (Henderson, 2011).

3. Areas of Emphasis in Organizational Sustainability Research

Following a review of the research literature, related concepts were identified and the framework shown in
Figure 1 was developed. This framework arranges organizational sustainability research according to several
areas of emphasis containing direct and indirect factors that affect organizational sustainability.
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Figure 1. Direct and indirect factors to organizational sustainability

3.1 Direct Factors Affecting Organizational Sustainability

A sustainable business depends on economics, especially the economics of sustainability (Guest, 2010), and
Islam and Clarke (2005) demonstrate that sustainability is often associated with economics and aims at economic
growth. Sharma and Ruud (2003) indicate that corporate social and environmental performance develops
sustainability metrics. Social performance aims at development and expansion through multi-stakeholder and
cross-cultural collaborations between companies, governments, communities and non-governmental
organizations (NGOs). Environmental performance includes developing environmental strategies to describe the
external and internal drivers behind the environmental practices adopted by the organization and how those
environmental practices are assessed, and to monitor the connection between environmental practice and
profitability. Moreover, the purpose of corporate sustainability is to improve the economical, environmental and
social performance of companies (Bos-Brouwers, 2010), and these three aspects all act as indicators in the
assessment of sustainability therefore. Each indicator can assess the direction of development, in line with a
sustainable development path (Garnésjordet, Aslaksen, Giampietro, Funtowicz, & Ericson, 2012). Sustainability
is associated with emotional demands, through social and environmental requirements, as well as with rational
demands, from the economic viewpoint of the business (Gupta, Czinkota, & Melewar, in press)

3.2 Indirect Factors Affecting Organizational Sustainability

The previous section explains the influence of competitive advantage on organizational sustainability, and this
section discusses the indirect factors that influence organizational sustainability, that is, the constructs that
influence competitive advantage. The number of articles that explain the relationship between these factors and
competitive advantage are shown in Table 1.

Table 1. Numbers of articles of constructs towards competitive advantage from 2009 to 2013

Constructs Numbers of articles (From 2009 to 2013)
Dynamics capability 4
Innovation 9

Service innovation
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Knowledge management(KM)
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In fact, many factors that influence competitive advantage have been identified, but several have only been
discussed in one paper. Therefore, the factors included in Table 1 are those that have been discussed in three or
more papers between 2009 and January 2013, as retrieved from the SDOL database.

3.2.1 Dynamic Capability

Dynamic capability can be defined as ‘the capability of an organization to purposely create, extend, or revise its
resource base’ (Chen & Fong, 2012). It is the main source of competitive advantage for firms which can
integrate, learn, build and reconfigure their internal and external resources to adapt to changes in the business
environment and sustain that advantage (Gebauer, 2011; Li & Liu, in press; Wu, 2010).

3.2.2 Innovation

Innovation can create, support and maintain competitive advantage (Rios-Morales & Brennan, 2009). Therefore,
innovation is regarded as a key element in entrepreneurship as well as a source of competitive advantage (Tan,
Shao, & Li, 2013). Organizational innovation can improve a firm’s performance, but the organization needs to
accumulate knowledge in order to achieve innovation. Consequently, knowledge positively affects a firm’s
capability to be innovative (Ganter & Hecker, in press).

3.2.3 Service Innovation

Service innovation comprises service concept, processes and systems. The three concepts are based on using
knowledge acquired to meet customer needs. Thus, service innovation refers to a firm incorporating new
knowledge into a better service offer (Salunke, Weerawardena, & McColl-Kennedy, 2011). Hence, service
innovation can sustain competitive advantage (Heracleous & Wirtz, 2009; Salunke et al., 2011; Salunke,
Weerawardena, & McColl-Kennedy, in press).

3.2.4 Knowledge

Knowledge is created and remembered by individuals, and a company uses that knowledge in the production
process of goods and services (Dai & Liu, 2009). Therefore, knowledge is important to an organization; as
previously stated, it is knowledge that creates, supports and sustains a competitive advantage (Erickson &
Rothberg, 2009; Huang, Fan, Chern, & Yen, 2013; Javalgi, Dixit, & Scherer, 2009; Lin & Wu, 2010; Powell &
Ambrosini, 2012).

3.2.5 Knowledge Management (KM)

KM refers to a systematic and integrative process of documenting and disseminating knowledge resources
throughout an organization, in order to coordinate the pursuit of organizational goals (Zheng, Yang, & McLean,
2010). KM is essential to organizations, due to its potential to achieve, develop, maintain and enhance
competitive advantage (Matzler & Mueller, 2011; Tseng, 2012; Zheng et al., 2010). Thus, KM is an enabler for
organizational success (Matzler & Mueller, 2011).

3.2.6 Knowledge Sharing (KS)

KS is a core process of KM. It means making knowledge available to other people within an organization, so that
people obtain task information, know-how and feedback with regards to a product or procedure. Effective KS
can facilitate organizational learning and innovation, because, before combining existing and new knowledge,
relevant knowledge must first be acquired and then incorporated into the existing knowledge base (Matzler &
Mueller, 2011). Therefore, KS is a critical process in creating a competitive advantage (Matzler & Mueller, 2011;
Montazemi, Pittaway, Saremi, & Wei, 2012; Powell & Ambrosini, 2012).

3.2.7 Human Resource Management (HRM)

Four studies were found that explained the relationship between human resources (HR) and competitive
advantage, and HR involves strategic HRM and HRM systems (HRMS).

HRM implies that HR managers should attempt to enhance an organization’s competitive advantage. At the core
of strategic HRM is the pre-eminence of human capital in business strategy and competition (Munyon, Summers,
& Ferris, 2011). HRMS is the sum of the HRM policies and practices of a company, which are horizontally and
vertically aligned for the purpose of attracting, developing and retaining that company’s human resources.
Horizontal alignment refers to practices being integrated; vertical alignment refers to those practices that are
associated with internal and contextual factors (e.g., organizational strategy, culture) (Festing & Eidems, 2011).
HRM is a critical support activity that, when combined with other value chain activities, is key to a company
achieving and maintaining a competitive advantage (Buller & McEvoy, 2012; Calabrese, Costa, & Menichini, in
press).
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3.2.8 Product and/or Service

Service is a process that involves many activities which take place in the interaction between customers and
providers, goods and other physical resources, as well as systems and infrastructures representing the service
provider and involving other customers in order to resolve customers’ problems (Kohtaméki, Partanen, & Mboller,
2013). Successful new product development (NPD) is a key driver for sustainable competitive advantage (Mu,
Peng, & MacLachlan, 2009). The uncertainty in the NPD process is a result of changes in customers’ needs,
competition and technology, but successful NPD can generate vast profits and a strong competitive advantage
(Wei & Chang, 2011).

3.2.9 Human Capital (HC)

HC refers to the knowledge which employees take with them, and comprises not only knowledge, but also skills,
experiences and abilities that is individually and collectively held within the firm’s human resources (Beattie &
Smith, 2010; Buller & McEvoy, 2012). HC is regarded as the key source of competitive advantage for
companies (Bowman & Tomes, 2010). Family businesses also focus on HC, because their HC is most likely to
be an important factor in maintaining their competitive advantage, and the HC of family members is more
unique and complex than that of non-family members (Dawson, 2012).

3.2.10 Intellectual Capital (IC)

IC refers to those knowledge resources in the form of either employees, customers, processes or technology that
the firm can mobilize in its value creation process. Moreover, IC has become a critical concept for evaluating a
company’s worth. As the business environment becomes a more knowledge-based economy, the importance of
IC is increasing (Wu, Chen, & Chen, 2010), and it is vital for companies facing an intensely competitive
environment to increase their value by managing IC. Therefore, IC management is treated as a fundamental
factor for sustaining a competitive advantage in today’s business markets (Calabrese et al., in press; Lu, Wang,
Tung, & Lin, 2010).

3.2.11 Corporate Social Responsibility (CSR)

CSR refers to a company’s commitment to developing a sustainable economy and working with employees, their
families, the local community and society as a whole to improve the quality of life (Tsai, Hsu, Chen, Lin, &
Chen, 2010). CSR is a voluntary contribution by business to environmental, social and economic development
(Garay & Font, 2012). Companies now accept the conjunction of economic and social goals based on CSR, and
that CSR is a source of opportunity, innovation and competitive advantage (Perry & Towers, 2009). Hence, CSR
can improve competitive advantage.

3.2.12 Supply Chain

Due to the relationship between markets and sources, demand and supply has enhanced the strategic relevance of
supply chain management (SCM). It has become important for every company in today’s competitive world to
sustain an efficient and flexible supply chain (Biiyiikozkan & Berkol, 2011), and firms build collaborative
relationships with their supply chain partners to achieve this and maintain a competitive advantage (Nyaga,
Whipple, & Lynch, 2010). In fact, several studies, such as Ngai, Chau, and Chan (2011) and Nyaga et al. (2010),
indicate that supply chain management or collaboration with supply chain partners improves the competitive
advantage of companies.

3.2.13 Information Technology (IT)

Eight studies, published between 2009 and January 2013, were identified that help understand the relationship
between IT and competitive advantage.

The continual advances in IT have created new opportunities for companies to obtain a competitive advantage,
via operational effectiveness and/or strategic positioning. Reducing operational costs and having better
technology, people, processes, input and management can achieve operational effectiveness. Strategic
positioning can be achieved by delivering improved value to customers, which competitors cannot match (Phan
& Vogel, 2010). IT can improve performance and be integrated into business operations so that a competitive
advantage is created (Chun & Mooney, 2009; Masli, Richardson, Sanchez, & Smith, 2011).

4. Practical Implications of Organizational Sustainability Research

Several practical implications for competitive advantage and organizational sustainability can be drawn from this
and previous studies. First, according to Figure 1, an organization itself has an indirect effect on its own
organizational sustainability through its competitive advantage. The reason for this is that sustainable
development is based on competitiveness, and a business may develop new activities and capabilities that
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generate and maintain a competitive advantage (Mariadoss, Tansuhaj, & Mouri, 2011). Second, as demonstrated
by Mohrman and Worley (2010), economic, environmental and social elements, which are part of a company’s
external environment, have a direct effect on organizational sustainability. Sustainability means meeting the
demands of the present generation without compromising the ability of future generations to satisfy their own
needs, and one response to these economic, environmental and social challenges is government intervention
(Kuckertz & Wagner, 2010). Third, the results of this study show that knowledge is one of the most important
indirect factors influencing organizational sustainability. Knowledge is the key source of competitive advantage,
according to the resource-based view (Erickson & Rothberg, 2009; Javalgi et al., 2009). In addition,
heterogeneous knowledge among companies is the critical factor for sustained competitive advantage and
superior corporate performance (Dai & Liu, 2009). Thus, firms should build a system to encourage their
employees to create, manage and share new knowledge, and use them to develop new services and products.
Another important element in entrepreneurship and competitive advantage is innovation (Tan et al., 2013), and
the innovation-oriented firms apply this capability to achieve a competitive advantage (Lew & Sinkovics, 2012).
Innovation should aim to develop services and products that are unique and difficult to imitate in order to
maintain a competitive advantage (Li & Tsai, 2009; Watjatrakul, 2005) and prevent other firms becoming new
competitors. Those firms that develop several such services or products not only have a competitive advantage,
but also have more opportunities for sustainability.

Fourth, an organization should develop core capabilities, which can be used to create or maintain its competitive
advantage. Once an organization holds the monopoly in the market or becomes a member of an oligopolistic
market, it is less likely to be an organization that can be replicated, and so has the opportunity to maintain its
competitive advantage (Watjatrakul, 2005) and its organizational sustainability.

5. Conclusion

Based on the findings of this study, it is posited that the constructs of an organization or firm cannot help to
achieve sustainability directly, but external factors can do so. Therefore, an organization or firm should try to
apply its competencies or capabilities to creating or maintaining a competitive advantage, in order to obtain
sustainability.

This study collected research papers published between 2009 and January 2013 from the SDOL database and
listed and explained the factors that influence competitive advantage, and their interrelationships, which were
discussed in three or more of those papers. Nevertheless, several factors are an important influence on
competitive advantage, although they were studied only one or two times during the same period, such as
organizational culture (Dawson, 2012), brand management (Santos-Vijande, Rio-Lanza, Suarez-Alvarez, &
Diaz-Martin, 2013), customer relationship management (CRM) (Phan & Vogel, 2010), and technology systems
(Chen & Chen, 2009), and so on. The reason is that an organizational culture influences employees,
organizations and marketing management (Lund, 2003). Organizational culture has been examined with
performance and effectiveness of a firm (Lee & Yu, 2004), brand management satisfies the demands of firm’s
goal accomplishing (Beverland, 2005), CRM can create the value and satisfy buyer and seller, as well as achieve
organizational financial performance (Lambert, 2010; Hoots, 2005) and technology systems generate business
value and refer to the organizational performance (Morabito, Themistocleous, & Serrano, 2009). Other sources
of competitive advantage include cost advantage and differentiation (Mariadoss, Tansuhaj, & Mouri, 2011),
supplier issues (Guneri, Yucel, & Ayyildiz, 2009), outsouring (Lee, 2009).

This study focuses on those factors that affect competitive advantage, and subsequently influence organizational
sustainability, that is the factors that have an indirect effect on organizational sustainability. In future research,
the authors of this study intend to use empirical research to examine the direct relationships between these
factors and organizational sustainability.
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