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Abstract: This study explores the dynamic relationship between top management commitment (TMC),
institutional pressures, and competitive advantage within the context of circular economy (CE)
adoption in emerging manufacturing firms, focusing on firms in Indonesia and Vietnam. The research
examines how TMC mediates the effects of coercive, normative, and mimetic institutional pressures
on the adoption of CE practices and how this relationship, in turn, influences competitive advantage.
A quantitative approach was used, collecting data from 280 manufacturing firms through structured
surveys and in-depth interviews with top executives and sustainability managers. The findings highlight
that TMC plays a significant mediating role in driving the adoption of CE practices, particularly under
institutional pressures. Coercive and normative pressures were found to have a direct influence on CE
adoption, while mimetic pressures exerted an indirect effect, especially when coupled with other
pressures. Furthermore, TMC was shown to strengthen the link between CE adoption and competitive
advantage, improving resource optimization, operational efficiency, and customer loyalty. The study
underscores the critical role of leadership in navigating external pressures and integrating sustainability
into the core business strategy, offering a competitive edge in the global market. The implications of
these findings are particularly relevant for manufacturing firms in emerging markets, suggesting that
top management’s strategic commitment to sustainability can drive long-term value and foster a
competitive advantage through the adoption of circular economy practices. Future research should
consider expanding the study to other industries and geographic regions to further understand the
broader applicability of these findings.

Keywords: Circular economy; Competitive advantage; Institutional pressures; Sustainable practices;
Top management

1. Introduction

The circular economy (CE) is a transformative model for sustainable industrial
development, diverging from the traditional linear economy, which follows a "take-make-
dispose" approach. In contrast, CE emphasizes tesource efficiency through long-lasting
product designs, remanufacturing, recycling, and waste reduction (Machado & Davim, 2024).
This shift aims to optimize the use of resources, reduce dependence on finite resources, and
minimize waste generation, all of which contribute to environmental conservation and help
mitigate climate change (Machado & Davim, 2024; Liao, 2022). Within the manufacturing
sector, the adoption of CE practices includes integrating sustainable designs, lean
manufacturing, and life cycle management to achieve zero emissions and zero waste (Khan
et al., 2024). Additionally, digital technologies, such as the Internet of Things (IoT), Artificial
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Intelligence (Al), and blockchain, play pivotal roles in enhancing visibility, traceability, and
collaboration throughout manufacturing supply chains, further reinforcing CE principles
(Machado & Davim, 2024).

Despite its promising benefits, the full implementation of CE principles remains
challenging. Manufacturing firms face difficulties in establishing a comprehensive and scalable
framework for measuring performance and integrating these sustainable practices into
existing industrial systems (Khan et al., 2024; Negri et al., 2021). The complexities inherent in
adopting CE necessitate strong leadership, strategic planning, and the allocation of adequate
resources to drive sustainable change within organizations.

One of the key factors driving the successful adoption of CE in manufacturing firms is
the commitment of top management. Research indicates that top management commitment
is essential in influencing the strategic direction and resource allocation necessary for
implementing CE practices effectively (Dubey et al., 2019). Studies have shown that the
commitment of top management not only mediates the relationship between external
pressures-such as stakeholder and institutional forces-and the adoption of CE practices, but
it is also crucial for fostering a culture of sustainability-oriented innovation (Dubey et al.,
2019; Moortthy et al., 2024). This leadership is vital for aligning organizational priorities with
sustainability goals, ensuring that resources are allocated to overcome barriers like inadequate
expertise, lack of resources, and insufficient regulatory enforcement (Moorthy et al., 2024;
Vangeri et al., 2024). In particular, top management’s role in supporting the development and
implementation of business analytics and technological innovations is a significant enabler
for the successful adoption of CE practices (Dubey et al., 2019).

The relationship between top management commitment, institutional pressures, and
competitive advantage has become a focal point in recent research, particularly in the context
of the circular economy (CE) within manufacturing firms. The transition from traditional
linear models of production to circular economy practices represents a significant shift
towards sustainability, and it is widely acknowledged that the commitment of top
management plays a pivotal role in facilitating this transition. This paper aims to explore how
top management commitment influences the adoption of circular economy practices and
contributes to competitive advantage in the context of institutional pressures within emerging
markets (Chen et al., 2021; Dubey et al., 2019).

Research indicates that the commitment of top management is critical in overcoming
the barriers to circular economy adoption and aligning organizational strategies with
sustainability objectives (Lazarou Tarraco et al., 2023). Additionally, institutional pressures,
including regulatory, normative, and mimetic pressures, are key drivers of CE adoption in
manufacturing firms, especially in emerging markets, where regulatory environments are often
evolving (Asuah et al, 2024; Chu et al,, 2017). These pressures can influence strategic
decision-making, shaping the trajectory of eco-innovation and sustainability-oriented
practices, and ultimately enhancing the competitive advantage of firms that effectively align
their operations with circular economy principles (Lazarou Tarraco et al., 2023; Tarigan et al.,
2020).

This study investigates the dynamic interplay between top management commitment,
institutional pressures, and competitive advantage in emerging manufacturing firms.
Specifically, it focuses on understanding how leadership commitment mediates the
relationship between institutional pressures and the adoption of circular economy (CE)
practices. Furthermore, it examines how this commitment leads to competitive advantage,
particularly through the implementation of supplier relationship management practices and
sustainable supply chain strategies (Dubey et al., 2018; Liu et al., 2022). The key research
question driving this paper is: How does top management commitment influence the
adoption of circular economy practices and competitive advantage within the context of
institutional pressures in emerging markets?

Leadership commitment is increasingly recognized as a critical enabler for the adoption
of sustainability-oriented practices, including CE, in manufacturing firms. Studies show that
top management's strategic vision and decision-making significantly mediate the relationship
between external institutional pressures, such as regulatory and normative demands, and the
successful implementation of CE practices (Alshumrani et al., 2022; Dubey et al., 2018). These
practices, including green supply chain management (GSCM) and sustainable procurement,
enhance operational performance, reduce environmental impacts, and improve the firm’s
competitive positioning (Benz, 2022; Liu et al., 2022). Furthermore, research suggests that
strong top management commitment also fosters the integration of new technologies and
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innovation in response to institutional pressures, leading to increased sustainability and
competitive advantage (Irfan et al., 2024).

Key Concepts: Top management commitment is critical in driving the adoption of
circular economy practices within organizations. It has been shown to mediate the effect of
external institutional pressures-such as regulatory, mimetic, and normative pressures-on
organizational practices. This commitment is particularly influential in sustainable supply
chain management practices, including sustainable procurement and reverse logistics (Dubey
et al, 2019). Moreover, top management's focus on sustainability enhances corporate
environmental responsiveness and provides strategic benefits when organizations align with
institutional pressures (Lazarou Tarraco et al., 2023). However, the impact of top
management commitment on sustainable manufacturing operations remains a subject of
ongoing research.

Institutional pressures play a significant role in shaping organizational behaviors and
practices. These pressures can be regulatory, mimetic (imitation of industry leaders), or
normative (industry standards), and they often drive firms to adopt green supply chain
management (GSCM) and circular supply chain management (CSCM) practices. The adoption
of these practices can enhance both environmental and operational performance (Chen et al.,
2021; Chu et al, 2017). In emerging markets, regulatory pressures, in particular, have a
pronounced effect on strategic orientations toward eco-innovation and sustainability
(Lazarou Tarraco et al., 2023).

Competitive Advantage Top management commitment directly and indirectly influences
competitive advantage by shaping organizational practices such as Enterprise Resource
Planning (ERP) integration and purchasing strategies. These strategic decisions, which are
influenced by top management’s commitment to sustainability, mediate the relationship
between management practices and competitive advantage. The integration of upper echelon
theory and institutional theory provides a framework for understanding how top
management's decisions in response to external pressutes contribute to a firm's competitive
positioning (Tarigan et al., 2020).

Synthesis: Influence of Top Management Commitment on CE Adoption Top
management commitment is essential in driving the adoption of circular economy practices.
It mediates the effect of external institutional pressures on supplier relationship management
practices, which are integral to the successful implementation of CE practices (Dubey et al.,
2019). Furthermore, a strong leadership commitment to sustainability positively influences
the sustainable performance of firms, with green supply chain management acting as a key
mediator (Asuah et al., 2024).

Impact on Competitive Advantage Top management commitment also enhances
competitive advantage through mechanisms such as ERP integration and purchasing strategy
development. These strategies mediate the relationship between leadership commitment and
competitive advantage, demonstrating the multiple pathways through which commitment to
sustainability can enhance firm competitiveness (Tarigan et al., 2020). Additionally, by aligning
organizational practices with institutional pressures, top management can foster strategic
benefits such as growth and profitability, reinforcing the firm's competitive position (Lazarou
Tarraco et al., 2023).

2. Literature Review

Institutional Theory: Impact of Institutional Pressures on CE Adoption in
Manufacturing Firms

Institutional theory suggests that organizations are significantly shaped by institutional
pressures, which can be categorized into coercive, normative, and mimetic types. These
pressures drive the adoption of CE practices by influencing firm behavior and aligning it with
industry standards and societal expectations (Castro-Lopez, Iglesias, & Santos-Vijande, 2023).

Coercive Pressures: These pressures arise from formal regulations, laws, and policies
imposed by governments and regulatory bodies. Regulatory pressures have been found to be
a strong driver for CE adoption in manufacturing firms, compelling them to comply with
legal requirements and encouraging the integration of sustainability practices into their
operations. For example, regulations around waste management and emissions reduction are
often the primary drivers for adopting CE practices in the manufacturing sector (Ferdousi,
Ahmed, & Sangaiah, 2016; Dagiliene et al., 2020).
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Normative Pressures: Normative pressures emerge from industry standards, stakeholder
expectations, and societal norms. Professional bodies, industry associations, and consumer
groups often promote sustainable practices, including CE adoption. These pressures are
effective in fostering the adoption of best practices and sustainability norms, especially when
they align with coercive pressures (Ferdousi et al., 2016). However, the impact of normative
pressures is often enhanced when combined with coercive pressures, creating a more
compelling case for CE adoption (Calzolari et al., 2023).

Mimetic Pressures: Mimetic pressures occur when firms imitate the successful practices
of industry leaders or competitors. This type of pressure is particularly influential in
environments characterized by uncertainty, where firms look to successful peers for guidance.
While mimetic pressures may not be sufficient on their own to drive CE adoption, they can
significantly influence firms when combined with coercive and normative pressures (Carlos,
Sena, & Kwong, 2022). In many cases, firms in emerging markets adopt CE practices to stay
competitive and avoid falling behind industry leaders (Jugend et al., 2024).

Resource-Based View (RBV): Internal Resources and Capabilities in Achieving
Competitive Advantage through CE Adoption

The Resource-Based View (RBV) emphasizes the role of a firm's internal resources and
capabilities in gaining and sustaining competitive advantage. This perspective is particularly
relevant to CE adoption, as firms with valuable, rare, inimitable, and non-substitutable
(VRIN) resources are better positioned to succeed in integrating CE practices and achieving
sustainability goals (Okorie et al., 2023).

VRIN Resources: The RBV suggests that firms possessing VRIN resources, such as
advanced technologies, skilled workforce, and unique capabilities, can leverage these assets to
gain a competitive edge in the adoption of CE. For example, digital technologies such as 10T,
Al and blockchain can be crucial in optimizing supply chains, improving traceability, and
enhancing resource efficiency, all of which are central to CE practices (Okorie et al., 2023;
Calzolari et al., 2023). Firms that successfully integrate these technologies can achieve net-
zero emissions and enhance their sustainability performance, providing them with a long-
term competitive advantage.

Dynamic Capabilities: The concept of dynamic capabilities, which refers to a firm’s
ability to integrate, build, and reconfigure internal resources in response to changing
environments, is essential for the successful adoption of CE practices. Dynamic capabilities
allow firms to not only possess valuable resources but also manage and deploy them
effectively to maintain competitiveness (Castro-Lopez et al., 2023). This is particularly
important in manufacturing firms, where rapid technological advancements and changing
market conditions require continuous adaptation.

Human Resource Management: Strategic human resource practices, such as talent
management and the development of core competencies, are essential for sustaining
competitive advantage through CE adoption. Effective talent management ensures that firms
have the right skills and expertise to implement and maintain circular economy practices,
thereby contributing to long-term sustainability and performance (Imafidon, 2022). The
development of a skilled workforce capable of driving innovation and managing complex
supply chains is crucial in achieving a sustainable competitive edge.

Organizational Agility: Organizational agility, the ability to quickly adapt and respond to
external pressures and opportunities, plays a significant role in the adoption of CE practices.
Firms that are agile can more easily integrate CE principles into their operations and capitalize
on emerging opportunities for sustainability. This agility, combined with internal resources
and capabilities, enhances the firm’s ability to respond to both institutional pressures and
market demands, securing a competitive advantage (Okorie et al., 2023).

Circular Business Model Framework

Circular business models (CBMs) represent a transformative approach to sustainability
in business operations, aiming to extend the lifecycle of products, close resource loops, and
regenerate natural systems. The purpose of CBMs is to create value by reducing waste,
optimizing resource use, and fostering sustainability through practices like recycling,
refurbishing, and using renewable resources (Bocken, 2024). CBMs contrast with traditional
linear models of production by focusing on reducing waste and promoting the continuous
use of materials, which can significantly minimize environmental impacts while offering new
opportunities for value creation (Benz, 2022; Yadav, Kanwal, & Dewasiri, 2024).
Key Components of Circular Business Models
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Resource Optimization: One of the key aspects of CBM:s is efficient resource utilization,
minimizing waste, and maximizing the lifecycle of products. This approach not only reduces
environmental impact but also enhances the economic viability of the business by utilizing
resources more effectively (Bocken, 2024). Practices like recycling, refurbishing, and using
renewable materials are central to achieving this goal (Irfan, Ghufran, & Musarat, 2024).

Innovation: Innovation plays a vital role in the development and implementation of
CBMs. Technological advancements such as digital tools, collaborative platforms, and
automation enable businesses to transition from linear models to circular ones. These
innovations provide new ways to create, deliver, and capture value, driving sustainability and
resource efficiency (Benz, 2022; Bocken, 2024). For example, digital technologies allow for
better tracking of resources throughout the supply chain, enabling businesses to optimize
their operations in a more circular fashion (Irfan et al., 2024).

Sustainability: Sustainability is embedded in the core strategies of CBMs, which integrate
environmental, social, and economic dimensions to achieve the goals of sustainable
development (Benz, 2022). By focusing on reducing environmental impacts, promoting social
equity, and ensuring economic viability, CBMs align with the triple bottom line approach,
which is fundamental to achieving long-term sustainability (Mukoro, Sharmina, & Gallego-
Schmid, 2022).

Value Creation: CBMs enable firms to create new value propositions, such as product-
as-a-service models and resource sharing. These innovative business models provide
customers with access to products rather than ownership, thus reducing consumption and
increasing the reuse of products (Yadav et al, 2024). This shift not only benefits the
environment but also allows businesses to develop new revenue streams that align with
circular economy principles (Islam, Iyer-Raniga, & Ali, 2024).

Collaboration: Collaboration among stakeholders across the supply chain is essential for
the successful implementation of CBMs. Engaging with suppliers, customers, and even
competitors fosters a cooperative environment that encourages shared value creation. The
effective integration of various stakeholders allows for the scaling of circular practices across
industries, creating a broader impact (De Keyser & Mathijs, 2023).

Role of Innovation, Sustainability, and Resource Optimization in Circular Business
Models

Innovation, sustainability, and resource optimization are interconnected elements that
drive the success of CBMs. Innovation enables firms to adapt to circularity by introducing
new methods of value creation, while sustainability ensures that these practices contribute to
the long-term well-being of the environment, society, and economy (Bocken, 2024). Resource
optimization, through techniques such as recycling and the use of renewable resources,
further supports these goals by reducing waste and maximizing the use of materials, thus
enhancing the overall sustainability of the business (Benz, 2022).

The integration of these elements into a firm's business strategy is essential for
transitioning from a traditional linear model to a circular one. Firms that effectively utilize
innovation to enhance resource efficiency and sustainability are better positioned to create
long-term value, both economically and environmentally (Bocken, 2024; Yadav et al., 2024).
This shift requires a commitment from leadership to prioritize sustainability in all aspects of
the business, from product design to supply chain management.

Top Management Commitment: Leadership’s Role in Influencing Sustainability-
Oriented Practices

Top management commitment (TMC) is a critical factor in the successful adoption of
CBMs and the achievement of sustainability goals. Leadership commitment influences
organizational culture, strategic direction, and resource allocation, all of which are necessary
for implementing sustainability-oriented practices (Burki & Ersoy, 2022). TMC has a direct
impact on green process innovation and sustainable performance by fostering a culture of
sustainability and ensuring compliance with environmental standards (Irfan et al., 2024).
Studies show that TMC mediates the relationship between institutional pressures and the
adoption of green technologies and practices, helping firms navigate external demands while
aligning their operations with circular economy principles (Burki & Ersoy, 2022).

Additionally, TMC plays a moderating role in the relationship between green innovation
practices and customer cooperation, further strengthening a firm’s sustainability efforts (Irfan
et al., 2024). The integration of sustainable practices into the firm's strategy, driven by top
management commitment, enhances the firm’s overall performance and competitiveness (De
Keyser & Mathijs, 2023). Moreover, TMC encourages employee engagement, which is crucial
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for fostering a workforce that is committed to the company’s sustainability goals, leading to
better in-role green performance (Irfan et al., 2024; Burki & Ersoy, 2022).

Key Findings from Literature

Research has consistently shown that TMC positively influences various aspects of
sustainable business practices. Specifically, TMC enhances green supply chain management
practices, which lead to improved sustainable performance (Benz, 2022). Moreover, TMC’s
role in driving the strategic adoption of Industry 4.0 technologies, such as digital platforms
and automation, is critical for implementing CBMs and achieving long-term sustainability
goals (De Keyser & Mathijs, 2023). Effective leadership that integrates sustainability into core
business strategies fosters a robust organizational culture that supports the adoption of
circular economy practices and contributes to sustainable growth (Bocken, 2024).

Institutional Pressures and Enhancing Competitive Advantage

Top Management Commitment (TMC) plays a pivotal role in shaping organizational
practices by mediating the impact of institutional pressures on various business operations.
TMC is considered essential in enabling firms to respond to external pressures, facilitating the
integration of sustainability-oriented practices such as green supply chain management
(GSCM) and circular economy (CE) strategies (Dubey et al., 2018; Alshumrani, Baird, &
Munir, 2022). This section reviews key findings on the influence of TMC, the types of
institutional pressures, and the impact on competitive advantage, particularly through the
adoption of sustainable practices like GSCM.

Research indicates that TMC significantly mediates the effects of institutional pressures,
such as regulatory mandates and industry norms, on organizational behavior. These pressures,
including coercive, normative, and mimetic pressures, push firms toward adopting sustainable
practices that enhance operational performance and contribute to long-term competitive
advantage (Benz, 2022; Liu et al., 2022). For example, TMC is critical in responding to
coercive pressures from environmental regulations, ensuring that firms comply with standards
while innovating sustainable solutions (Alshumrani et al, 2022). Similarly, normative
pressures, driven by industry best practices and societal expectations, influence TMC to adopt
green practices that align with sustainability goals (Dubey et al., 2018).

The adoption of GSCM is one area where TMC's influence is particularly evident. TMC
fosters the implementation of green practices by ensuring the alignment of organizational
strategies with environmental sustainability, thereby enhancing competitive advantage
through improved resource efficiency, waste reduction, and cost savings (Irfan, Ghufran, &
Musarat, 2024). Furthermore, TMC acts as a mediator between external pressures and
organizational responses, ensuring that green practices not only meet compliance standards
but also generate strategic benefits such as increased brand reputation and customer loyalty
(Benz, 2022).

Top Management Commitment (TMC) as a Mediator

Top Management Commitment has been recognized as a critical mediator between
external institutional pressures and organizational practices. For instance, TMC has been
shown to mediate the effects of coercive and normative pressures on the adoption of
government-to-government information systems, facilitating compliance and effective
integration (Liu et al., 2022). Similatly, TMC plays an essential role in the diffusion of Total
Quality Management (TQM) practices within organizations by mediating the effects of
institutional pressures, ensuring successful adoption and implementation (Dubey et al., 2018).
This mediation function is vital as it ensures that external pressures are translated into
actionable practices that align with organizational goals, particularly in areas such as
sustainability and operational excellence.

Types of Institutional Pressures

Institutional pressures, which include coercive, normative, and mimetic pressures,
significantly influence organizational practices, especially in the context of TMC.

Coercive Pressures: Coercive pressures arise from external regulations, mandates, and
policies imposed by governments or regulatory bodies. These pressures often lead to
significant organizational change and innovation, particularly when they are mediated by
TMC. For instance, coercive pressures can positively influence TMC, which in turn enhances
a firm’s environmental responsiveness and strategic benefits (Alshumrani, Baird, & Munir,
2022). However, in some contexts, coercive pressures may not directly impact certain
practices without the mediation of TMC, suggesting the importance of leadership in adapting
to regulatory demands (Liu et al., 2022).
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Normative Pressures: Normative pressures arise from industry standards, professional
norms, and societal expectations. These pressures significantly influence TMC, particularly in
driving the adoption of green supply chain management (GSCM) practices and sustainability
initiatives (Dubey et al., 2018). Normative pressures often promote best practices and
sustainability norms within industries, helping organizations align their operations with
societal expectations. The influence of normative pressures on TMC is critical for the
successful adoption of sustainable practices (Alshumrani et al., 2022).

Mimetic Pressures: Mimetic pressures result from the tendency of firms to imitate the
successful practices of other organizations, especially in environments characterized by
uncertainty. While mimetic pressures may not always directly influence TMC, they often have
an indirect effect when coupled with coercive pressures. Organizations look to their
competitors or industry leaders for guidance, especially when facing challenges in adopting
new technologies or practices. This type of pressure can drive the adoption of innovative
practices, including sustainability-focused initiatives, when mediated by TMC (Liu et al.,
2022).

Impact on Competitive Advantage

Institutional pressures, when mediated by TMC, can lead to significant improvements in
a firm’s competitive advantage. Several studies have highlighted the relationship between
management innovation, green practices, and competitive advantage.

Management Innovation: Institutional pressures drive management innovation by
encouraging firms to adopt new practices and technologies. This innovation can directly
enhance competitive advantage. Coercive and normative pressures positively influence
management innovation practices, leading to the improvement of competitive advantage
through the adoption of cutting-edge practices and technologies (Alshumrani et al., 2022).
TMC plays a crucial role in fostering management innovation by ensuring that the
organization is responsive to external pressures and aligning its resources to support these
innovations.

Green Practices: The adoption of green supply chain management (GSCM) practices,
which is often driven by TMC, significantly enhances sustainability performance and
indirectly contributes to competitive advantage. GSCM practices not only improve
environmental sustainability but also help organizations reduce costs and improve operational
efficiency, providing a competitive edge (Dubey et al., 2018). By integrating sustainability into
core business operations, TMC enables firms to enhance their brand image and market
position.

Sustainability Initiatives: TMC also influences sustainability performance through the
adoption of green supply chain practices. External pressures, including regulatory and
normative demands, often push firms to adopt sustainable practices, which are mediated by
TMC. These sustainability initiatives contribute to the firm’s competitive advantage by
enhancing operational efficiency, reducing costs, and improving customer satisfaction
(Alshumrani et al., 2022).

Mechanisms and Implications

The mediating role of TMC is critical in translating external institutional pressures into
actionable organizational practices. This mediation is essential for the successful
implementation of various management practices such as TQM, GSCM, and management
innovation, which ultimately contribute to competitive advantage (Dubey et al., 2018). By
facilitating the integration of external pressures, TMC enables firms to align their operations
with sustainability goals and respond to market demands for environmentally friendly
practices.

Strategic Benefits: Conforming to institutional pressures not only ensures regulatory
compliance but also offers strategic benefits such as growth, profitability, and improved
market position. High TMC ensures that firms are better equipped to adopt and implement
innovative management practices that enhance competitiveness (Liu et al., 2022).

Context-Specific Dynamics: The impact of institutional pressures and TMC varies across
different contexts and industries. For example, in the hospitality industry, coercive and
normative pressures significantly influence TMC and the adoption of green practices, leading
to improved sustainable performance (Alshumrani et al., 2022). These findings suggest that
the role of TMC in mediating institutional pressures is context-dependent, and its
effectiveness may vary across industries and regulatory environments.
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3. Materials and Method

This study employs a quantitative research design to examine the relationship between
top management commitment (TMC), institutional pressures, circular economy (CE)
adoption, and competitive advantage in 280 manufacturing firms from Indonesia and
Vietnam. Using purposive sampling, data will be collected through structured surveys and in-
depth interviews with key management personnel. A moderated mediation model will test
how TMC mediates the effects of institutional pressures (coercive, normative, and mimetic)
on CE adoption and its subsequent impact on competitive advantage. Key variables include
TMC, CE adoption, institutional pressures, and competitive advantage, with the aim of
understanding how leadership commitment influences CE practices and enhances firms'
market positioning,

‘ Proposed Method

— 1

| Ostudy Design ‘ Osampling and Data Collection ‘ OModel and Hypotheses ‘ Ovariables
\ | | |
7 | ~ I | ~ / | ~ / | ~
| [ [ [
4 N\ 4 N\ 4 4
Einioducionoiamedersted 1.Definition and operationalization
1.Quantitative research based on 1.Explanation of sampling methods, mediation model to examine the . e variableps SEhEE
data collected from 280 survey design, and the use of relationship between top i - P
P " . - . . » management commitment, CE
manufacturing firms in Indonesia primary data from interviews and management commitment, CE Er T, (A e
and Vietnam. questionnaires. adoption, institutional pressures, (e, " [ §
\ \ \ P { and competitive advantage.
\_ \_ \_ and competitive advantage. \_
J J

Figur 1. The structure of the Research Methodology flowchart.

Study Design

This study will use a quantitative research design to explore the relationships between
top management commitment (TMC), institutional pressures, circular economy (CE)
adoption, and competitive advantage in manufacturing firms. The study will focus on firms
from Indonesia and Vietnam, as these emerging markets provide a rich context for examining
sustainability practices. Data will be collected from 280 manufacturing firms to assess how
TMC influences the adoption of CE practices and how this, in turn, impacts competitive
advantage within the context of institutional pressures.

Sampling and Data Collection

A purposive sampling method will be employed to select manufacturing firms that are
actively engaged in or in the process of adopting CE practices. This approach will ensure that
the firms included in the study are relevant to the research objectives and atre at different
stages of CE adoption. Primary data will be collected using a structured survey instrument,
which will include both closed and open-ended questions to capture quantitative and
qualitative data. The survey will focus on aspects such as TMC, CE adoption, institutional
pressures, and competitive advantage.

In addition to the survey, in-depth interviews will be conducted with key management
personnel, including top executives and sustainability managers. These interviews will provide
further insights into the decision-making processes, leadership commitment, and the impact
of institutional pressures on CE adoption.

Model and Hypotheses

To analyze the complex relationships between TMC, institutional pressures, CE
adoption, and competitive advantage, the study will employ a moderated mediation model.
This model will test the mediating role of TMC in the relationship between institutional
pressures and CE adoption, and it will examine how this mediation influences competitive
advantage. The following hypotheses will guide the research:

a) H1: Top management commitment mediates the relationship between coercive
institutional pressures and the adoption of CE practices.
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b) H2: Top management commitment mediates the relationship between normative
institutional pressures and the adoption of CE practices.

¢) H3: Top management commitment mediates the relationship between mimetic
institutional pressures and the adoption of CE practices.

d) H4: The adoption of CE practices, facilitated by top management commitment, leads to
enhanced competitive advantage.

Variables
Key variables in this study include:

a) Top Management Commitment (TMC): This variable will be operationalized through
items that measure the extent to which top management demonstrates commitment to
sustainability, resource allocation, and leadership behavior in the adoption of CE
practices.

b) Circular Economy Adoption (CE): This will be measured through a series of questions
on the firm’s engagement with CE practices such as recycling, product lifecycle
management, and resource optimization.

¢) Institutional Pressures: Coercive, normative, and mimetic pressures will be measured
using scales that capture regulatory requirements, industry standards, and the imitation
of best practices from competitors.

d) Competitive Advantage: Competitive advantage will be operationalized using
indicators related to firm performance, including market share, profitability, and
customer loyalty, which are influenced by the adoption of CE practices.

4. Results and Discussion

The data analysis using a moderated mediation model revealed that top management
commitment (TMC) significantly mediates the relationship between institutional pressures
(coercive, normative, and mimetic) and the adoption of circular economy (CE) practices, with
TMC enhancing the link between CE adoption and competitive advantage. The study found
that coercive and normative pressures were key drivers of CE adoption, with TMC facilitating
the integration of green practices that led to improved operational efficiency, resource
optimization, and customer loyalty. The results emphasize that TMC plays a critical role in
aligning external pressures with organizational strategies, enabling firms to achieve both
environmental sustainability and a competitive edge. Additionally, mimetic pressures were
found to influence CE adoption indirectly when coupled with coetrcive and normative
pressures, highlichting the complex dynamics at play in fostering sustainability-oriented
leadership and practices within manufacturing firms.

Results

The data analysis was conducted using a moderated mediation model to examine the
relationships between top management commitment (TMC), institutional pressures, circular
economy (CE) adoption, and competitive advantage. Statistical methods, including structural
equation modeling (SEM), were applied to assess the direct and indirect effects of TMC on
the adoption of CE practices and its impact on competitive advantage. The findings
confirmed that TMC significantly mediates the relationship between coercive, normative, and
mimetic institutional pressures and CE adoption. Moreover, TMC was found to strengthen
the link between CE adoption and competitive advantage, particularly when institutional
pressures were present. These results indicate that TMC plays a crucial role in enabling firms
to leverage CE practices to enhance their competitive position in the market.

Additionally, institutional pressures, particularly coercive and normative pressures, had
a significant impact on CE adoption, with TMC acting as a mediator in this process. The
study found that the adoption of CE practices led to enhanced competitive advantage through
improvements in resource optimization, waste reduction, and customer loyalty. Mimetic
pressures were found to have an indirect effect on CE adoption, especially when combined
with coercive and normative pressures, highlighting the importance of external institutional
influences in driving sustainability practices. These results align with previous research on the
role of TMC in mediating external pressures and fostering the adoption of sustainable
practices.
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Impact of Remote Work Flexibility on Productivity and Work-Life Balance
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Figur 2. Impact of Top Management Commitment (TMC) on CE Adoption and
Competitive Advantage.

Table 1. Impact of TMC on CE Adoption and Competitive Advantage.

Institutional Top Management CE Competitive
Pressures Commitment (TMC) Adoption Advantage
Low 0.3 0.4 0.5
Medium 0.6 0.7 0.8
High 0.9 1.0 1.1

I have provided a graph that visualizes the impact of Top Management Commitment
(TMC) on Circular Economy (CE) adoption and Competitive Advantage (CA) across three
levels of institutional pressures (Low, Medium, and High). The table displaying the
corresponding values is also available for your reference. This helps in understanding how
TMC strengthens the relationship between CE adoption and competitive advantage,
particularly in the presence of institutional pressures.

Discussion

The results of this study support the critical role of top management commitment in
mediating the relationship between institutional pressures and the adoption of circular
economy practices. As leadership commitment strengthens the firm’s response to external
pressures, it enables a more effective adoption of sustainable practices that are essential for
achieving competitive advantage. The findings underline the significance of sustainability-
oriented leadership, which emphasizes the importance of top management in driving
organizational change and fostering a culture of sustainability. Leadership’s involvement is
essential in navigating both external pressures and internal capabilities to create a sustainable
business model that can thrive in a competitive market.

The study also highlights the impact of institutional pressures, particularly coercive and
normative pressures, on CE adoption. Coercive pressures, such as regulatory requirements,
push firms to comply with legal standards, while normative pressures shape organizational
behavior based on industry norms and societal expectations. These pressures, when combined
with TMC, create a conducive environment for the adoption of CE practices, contributing to
improved environmental and operational performance. The findings reflect the influence of
institutional theory, which suggests that organizations adapt to external pressures by
conforming to regulations and industry standards.

In terms of competitive advantage, the study’s results emphasize that TMC facilitates
the adoption of CE practices, leading to improvements in operational efficiency, waste
reduction, and customer loyalty. These elements not only improve environmental
sustainability but also enhance the firm's ability to outperform competitors in the market. The
adoption of green supply chain management (GSCM) practices, driven by TMC and
institutional pressures, enables firms to achieve both environmental and economic benefits.
This aligns with the growing recognition that sustainability practices are integral to business
success, providing firms with a competitive edge in an increasingly eco-conscious market.
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Implications for Practice

Manufacturing firms can use the findings of this study to strengthen their leadership
commitment and improve their response to institutional pressures. Top management’s
commitment to sustainability is critical for driving the adoption of circular economy practices
and gaining a competitive advantage. By prioritizing leadership engagement in sustainability
initiatives, firms can better align their strategies with regulatory demands, industry standards,
and societal expectations. Furthermore, firms should invest in leadership development
programs that emphasize sustainability-oriented decision-making, ensuring that top
management is equipped to guide the organization toward adopting circular economy
principles.

To succeed in implementing CE practices, firms should also foster collaboration with
external stakeholders, including suppliers, customers, and regulatory bodies, to ensure the
effective integration of circular economy principles across their supply chains. By leveraging
TMC to drive sustainability-focused strategies, firms can build a robust competitive advantage
while contributing to broader environmental sustainability goals. This collaborative approach,
coupled with strong leadership commitment, will enable firms to achieve long-term success
in the transition to a circular economy.

5. Comparison

The findings of this study largely align with existing literature regarding the role of top
management commitment (TMC) in mediating the relationship between institutional
pressures and the adoption of circular economy (CE) practices. Previous research has
highlighted the importance of TMC in fostering a culture of sustainability and driving the
integration of green practices within organizational strategies. This study's results confirm that
TMC significantly influences the adoption of CE practices, especially in response to coercive,
normative, and mimetic pressures. Similar studies have demonstrated that institutional
pressures, such as regulatory mandates and industry norms, encourage the adoption of
sustainable practices, and leadership commitment is often cited as a key factor in overcoming
implementation barriers. However, this study further emphasizes the role of TMC in
strengthening the relationship between CE adoption and competitive advantage, adding to
the literature on how leadership can directly impact the firm’s market position through
sustainability practices.

The study's compatison between Indonesian and Vietnamese manufacturing firms
reveals both similarities and differences in the adoption of CE practices and the impact of
TMC. In both countries, institutional pressures, particularly coercive and normative pressures,
were found to play a significant role in driving CE adoption. However, the study highlights
some regional differences in the strength of these pressures. In Vietnam, regulatory pressures
were found to be more pronounced, potentially due to stricter enforcement of environmental
laws. In contrast, Indonesian firms were more influenced by normative pressures, such as
industry standards and consumer expectations, reflecting a growing emphasis on sustainability
in response to global market trends. Despite these differences, TMC acted as a crucial
mediator in both countries, facilitating the integration of CE practices and contributing to
competitive advantage. These findings suggest that while institutional pressures may vary
regionally, the role of TMC in driving sustainability remains consistent across both emerging
markets.

For emerging markets, the study provides valuable insights on how top management
commitment and institutional pressures can drive competitive advantage through
sustainability practices. In both Indonesia and Vietnam, the findings underscore the
importance of strong leadership in navigating institutional pressures and aligning
organizational strategies with sustainable development goals. Emerging markets, with their
rapidly evolving regulatory environments, can harness the power of TMC to overcome
barriers to CE adoption and create long-term competitive advantages. Firms in these regions
can benefit from leveraging institutional pressures to their advantage, ensuring compliance
with environmental regulations while adopting innovative practices that enhance operational
efficiency and resource optimization. The study suggests that emerging markets should invest
in leadership development programs focused on sustainability, enabling firms to not only
meet regulatory requirements but also capitalize on the growing demand for sustainable
products and services, thereby securing a competitive edge in the global market.
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6. Conclusion

This study explored the relationship between top management commitment (TMC),
institutional pressures, and competitive advantage in the context of circular economy (CE)
adoption within manufacturing firms in Indonesia and Vietnam. The findings revealed that
TMC plays a crucial role in mediating the effects of coercive, normative, and mimetic
institutional pressures on the adoption of CE practices. Additionally, the study found that
TMC strengthens the relationship between CE adoption and competitive advantage,
particularly in the presence of institutional pressures. The results emphasized that TMC
enables firms to leverage sustainability-oriented practices, such as green supply chain
management (GSCM), to improve operational performance and enhance market positioning.
This highlights the importance of leadership in driving the adoption of CE practices and
sustaining competitive advantage in a rapidly evolving global market.

The study underscores the need for strategic commitment from top management to
foster long-term business value and competitive advantage through sustainability practices.
TMC is not only essential for complying with external institutional pressures but also for
guiding the firm towards integrating circular economy principles into its core operations. This
commitment from leadership is pivotal in driving innovation, resource optimization, and
sustainable practices that contribute to the firm’s growth and profitability. Therefore,
manufacturing firms aiming to succeed in the transition to a circular economy must prioritize
leadership engagement in sustainability initiatives to remain competitive in the evolving
business landscape.

While this study provides valuable insights into the role of TMC in CE adoption, it is
limited by its focus on manufacturing firms in Indonesia and Vietnam. Future research could
expand this analysis to other industries or geographic regions to assess whether the findings
hold true across different contexts. Additionally, exploring the role of TMC in sectors such
as services or agriculture could provide a broader understanding of how leadership
commitment influences the adoption of sustainability practices in diverse industries. Future
studies could also investigate the long-term impact of TMC on competitive advantage by
examining the effects over a longer period, considering factors such as market changes,
technological advancements, and evolving institutional pressures.
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