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Abstract: An extensive economics literature has examined business environmental 

management to identify characteristics and external institutional stakeholder pressures that 

influence management decisions. Frequently, it is assumed that profit pursuit is the goal, and 

organizations subject to the same pressures respond similarly. Studies have identified a 

narrow set of influential stakeholders, but have revealed that organizations respond 

differently to them. Recent research shows that an important moderating influence is the 

manager’s attitude toward environmental protection, which may explain differing 

organizational responses, and that managers may perceive the ability to obtain utility beyond 

increased profit from engaging in strategic environmental management. A comprehensive 

framework for assessing moderating perceptions is lacking, but recent research combining 

institutional theory and utility maximization shows increased explanatory power and exposes 

the relative importance of manager perceptions. This paper synthesizes economics and 

management literature on institutional determinants of environmental management, utility 

maximization, and attitudes and behavior to illustrate the usefulness of an integrated 

approach for both disciplines. 
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1. Introduction 

An extensive economic literature examines the motivations for environmental management, 

particularly voluntary or “beyond compliance” efforts [1–11]. This literature describes how businesses 
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and industries are increasing sustainability efforts in response to changes in the marketplace. High-profile 

environmental incidents that incur substantial recovery costs (e.g., the 2010 BP Gulf of Mexico spill) 

and extreme natural disasters that expose systemic vulnerabilities (e.g., the March 2011 earthquake and 

tsunami in Japan) have generated negative publicity and increased public pressure on responsible 

companies and government agencies alike [12–15]. Meanwhile, regulatory agencies are addressing 

budget reductions, resource limitations (e.g., information gathering and enforcement capacity), and 

inadequacies in traditional regulation by pursuing flexible, cost-effective approaches [9,16].  

In examining businesses’ responses to these changes, research has demonstrated that organizations 

choose a wide variety of voluntary environmental management strategies, ranging from participating  

in formal voluntary environmental management programs (VEPs), to implementing any number of 

wide-ranging individual environmental management practices (EMPs). Literature has also provided 

useful information about which types of organizations choose different types of strategies, and conditions 

under which organizations can profit financially by voluntarily exceeding regulatory compliance [9,17,18].  

Importantly, mounting evidence indicates that financial profit is not the only (nor even necessarily 

the primary) motivation for voluntary environmental management. While contrasting with some 

common views about business practices—namely, that rational firms seek primarily to increase profit 

and shareholder value [17,19], this evidence supports long-standing economic theories. As Simon, 

1993 [20] notes, economics assumes that people maximize utility (the perceived use, value, or benefit 

obtained) beyond increased financial profits, and that economic gain is not the dominant human motive. 

Businesses are demonstrating this by stating a variety of motivations for voluntary environmental 

management—not all of which directly relate to profit. Businesses report engaging in voluntary 

activities to accomplish the following [15,21–23]:  

 Reduce costs, increase efficiency, or increase productivity (gain competitive advantage) 

 Manage risks 

 Address stakeholder interests: customers, investors, regulators, environmental groups 

 Satisfy perceptions of personal or social responsibility (i.e., “do the right thing”)  

One approach used to examine motivations for environmental management incorporates 

institutional and neo-institutional theory (examining the influences of various stakeholders) into  

profit-maximization frameworks. This specific approach merits review for several reasons. First, it has 

been widely used [6]. Second, it is robust, yielding fairly consistent results across numerous studies [6]. 

Third, studies have identified both a fairly narrow set of consistent determinants of environmental 

management (e.g., customers, regulatory pressures) and which determinants are most relevant to 

different types of organizations (due to the moderating influence of organizational factors)—each of 

which is informative for policy [6,7,9,17]. Finally, recent extensions to this approach have examined 

the pursuit of utility beyond profit potential—with promising results. Some studies have incorporated 

managers’ attitudes toward environmental protection—not commonly examined empirically in the 

environmental economics literature—with findings indicating that these attitudes are among the most 

important determinants of voluntary environmental management, in that they substantially moderate 

other influences. The strategic management literature also has found attitudes to be an important driver 

of environmental strategy, but has not often related attitudes to institutional pressures.  
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This paper proposes that our understanding of the motivations for voluntary environmental 

management can be enhanced by examining institutional influences within a utility maximization 

framework in lieu of a profit model [24–26]. This approach helps address the common refrain that our 

understanding of business environmental management remains partial due to the lack of a 

comprehensive framework within which to evaluate factors for respective influence [17,27–29]. Using 

institutional theory and profit maximization together has identified important, consistent, determinants 

of environmental management, but our understanding of how these determinants are moderated by 

motivations other than the pursuit of profit is limited. Meanwhile, Simon (1993) [20] states that 

economics recognizes utility but is silent as to what utility is. The combined approach could increase 

our understanding of moderating influences while also providing insights into some types of utility 

managers derive from voluntary environmental management. 

This paper draws primarily on economics, and secondarily on strategic management literature, 

integrating concepts to create a comprehensive discussion of moderating influences on environmental 

management. Although this discussion emphasizes economic theories and findings, Rumelt, Schendel, 

and Teece (2009) [30] note that strategic management literature has drawn heavily on economics, and 

the intent is to provide insights useful to both lines of inquiry. The next section reviews institutional 

determinants and moderators of environmental management when profit maximization is the assumed 

objective. Section 3 describes a conceptual model combining institutional theory and utility 

maximization. Section 4 presents empirical studies incorporating management attitudes as a 

moderating factor. Section 5 provides a brief summary discussion, and Section 6 concludes that our 

understanding of business environmental management may be enhanced by integrating analytical 

frameworks, and specifically examining managers’ attitudes. 

2. Institutional Theory and Institutional Determinants of Environmental Management  

Originating with “green” organizational theorists, institutional theory emphasizes how social and 

cultural pressures influence organizational structures and practices, and has been shown to be relevant 

for describing sustainable organizations. This theory argues that organizations subject to similar social 

frameworks of norms and values tend to behave similarly to achieve social legitimacy—where 

‘legitimate’ organizations are those whose behavior is considered desirable or appropriate by the affected 

community. Institutional theory argues that organizations recognize the importance of social approval 

to long-term viability, challenging the view that rational firms are strictly profit-seeking [25,28,31].  

Studies typically use models including: (1) relevant characteristics of the organization,  

industry, market, and community; and (2) measures of stakeholder pressures, commonly including 

customers, environmental interest groups, investors, competitors (or level of competition), and 

regulators [7,8,10,11,17,21,25,32–45]. Findings are fairly consistent, identifying a common set of 

determinants of environmental management and showing that organizations are responding to 

institutional pressures (also referred to as external motivations). These factors are typically described 

as “objective”, because for the most part they are institutionalized or established outside a given 

organization’s control (e.g., industry regulation), or comprise accepted standard practices (e.g., 

maximizing shareholder value), and the organization may take them as given [28]. 
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Models include organizational and market characteristics because such characteristics have been 
found to moderate the effects of external stakeholder pressures on environmental management 
decisions. For example, a small company and a multinational corporation may respond to customers 
differently because the multinational corporation may serve a more diverse customer  
base [7,8,10,11,17,21,25,33,35–46]. Dependent variables typically comprise one of the following:  
(1) the adoption of one or more EMPs, such as conducting periodic internal audits and modifying 
processes; (2) participation in formal VEPs sponsored by government agencies, industry, trade 
associations, or other groups; or (3) certification to a standard, such as ISO 14001. Common practices 
and programs are well-documented elsewhere and are not discussed in detail here [5,7–11,47,48].  

This paper describes only those determinants (institutional influences/external motivations) of 
environmental management and the moderating factors (market, industry, and organizational 
characteristics) that have been most consistently identified as significant, and which are relevant to 
suggested future research. Institutional influences are described in Section 2.1, and moderators  
in Section 2.2. Findings discussed in the text are also summarized in Table 2, following these  
two subsections.  

2.1. Institutional Influences (External Motivations)  

Table 1 below summarizes the motivations for environmental management associated with key 

institutional influences. Relevant findings for each institutional factor are summarized in the sections 

following the table.  

Table 1. Common Motivations Associated with Key Institutional Influences. 

Investors 
Environmental Interest 

Groups 
Customers Regulators 

 Reduce risks due to 

accidental spills or 

releases 

 Avoid boycotts or 

sanctions 

 Attract 

environmentally 

conscious customers  

 Preempt future 

regulations 

 Enhance shareholder 

value 

 Partner with these 

groups in strategic 

development or 

policy discussions 

 Avoid losing 

environmentally 

conscious customers 

 Influence current/future 

regulations (e.g., 

developing standards 

adopted by authorities) 

 Reduce cost of capital   Obtain price premia 

for differentiated 

products 

 Obtain relief under 

current regimes (e.g., 

reduced inspections) 

 Protect personal 

reputation of manager-

investors 

   

Opportunities for Competitive Advantage 

 Reduce costs, increase efficiency, and increase productivity 

 May be achieved through any number of efficiency strategies (e.g., process improvements, waste 

reduction, employee productivity)  

 May be associated with the above stakeholder groups (e.g., strategic coordination with regulators, 

favorable terms offered by investors) 

 Dependent on organizational and market characteristics (e.g., facility size, industry concentration) 
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2.1.1. Investor Pressures  

Previous studies show that investor interests—shareholder and other—are affected by 

environmental performance, and that investor pressures for improved performance tend to be positive 

determinants of environmental management efforts. Both shareholder pressures and susceptibility to 

investor pressures, as proxied by sales-asset ratio (with a lower sales-asset ratio being the determinant), 

have been found to be significantly related to environmental management system (EMS) 

comprehensiveness [25,32]. Empirical findings also suggest that a company’s stock price is sensitive to 

its environmental performance, and by inference, to its environmental management effort. Studies typically 

show a positive association between stock price and good environmental performance [9–11,49,50]. 

One theory for this association is that shareholders urge companies to avoid the financial liabilities 

associated with environmental risk, possibly because they view themselves as “not simply token” 

owners—risking reputational damage when the companies they invest in cause environmental  

harm [44,51]. Barnea and Rubin, 2010 [52] argue and show that managers may seek to overinvest in 

corporate social responsibility out of self-interest (e.g., to improve their own reputations) if they have 

an equity stake in the company.  

Another theory is that good environmental performance may reduce the cost of capital, due to the 

reduced risks from environmental incidents. Sharfman and Fernando, 2008 [53] found a lower 

weighted average cost of capital for companies with proactive environmental strategies.  

These companies had greater leverage with debt markets more willing to provide financing. Other 

authors cite increasing environmental screening in investment funds and increased involvement in 

policy development by social investment groups as further evidence of investor pressure for reduced 

environmental risk [15,51].  

The demonstrated positive relationship between investor pressures and environmental management 

intensity, and growing interest in socially responsible investing, suggest that a viable policy direction 

would be to support access to credible information about environmentally proactive companies to 

foster informed investments.  

2.1.2. Environmental Interest Group Pressures/Voluntary Pollution Prevention and Reduction  

With major environmental incidents and mounting global environmental stresses attracting public 

interest, environmental interest group boycotts or sanctions may be perceived as a threat by businesses, 

particularly large emitters [13,14,23]. Businesses can mitigate threats by contributing financial and 

other support to environmental interest groups, and collaborating with them to improve corporate 

social responsibility [54]. Case studies show that interest group involvement can significantly 

influence organizations’ implementation of VEPs, but that results depend on the effectiveness of the 

corporation-interest group collaboration [55].  

Empirical findings are mixed. Studies of large companies have found interest group pressures to be 

significant determinants of voluntary environmental management, and that states with strong 

environmental group membership and high emissions levels showed greater emissions reductions over 

time [41,44]. In contrast, in a study predominated by small-and medium-enterprises (SMEs) [3,56,57] 

and including both manufacturers and nonmanufacturers, Ervin et al., 2012 [17] found that 
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environmental interest group pressures were not a significant determinant of environmental 

management. These contrasting results support the idea that environmental interest groups may be 

perceived as a greater threat by large emitters. However, few studies have examined the role of 

environmental interest groups in shaping environmental strategy at SMEs; additional research  

is warranted. 

2.1.3. Customer Desire for Environmentally Friendly Products and Services or Willingness to  

Pay (WTP)/Differentiation  

The premise here is that companies seek to attract environmentally conscious customers either to 

avoid losing business to more environmentally friendly competitors, or to command higher prices for 

green products and services [23,58–60]. Environmental product differentiation depends on the 

presence of barriers to entry and mobility in the industry (often a regulatory function) or imitation 

(e.g., holding patents). When such barriers exist, organizations may be able to capture a price premium 

for providing more public good characteristics (lower environmental impacts) in their products or 

services, regardless of whether they provide the greater private benefits (e.g., appealing style) typically 

associated with product differentiation.  

Willingness to pay (WTP), though, has not been consistently evident in the marketplace [58]. 

Studies of retail consumers reveal that they state preferences for socially responsible brands, respond 

to ecolabels, and are willing to pay higher prices for some environmentally friendly goods. In one 

example, Aerni, 2011 [61] found that consumers purchased more organic than either conventional or 

genetically modified (GM) breads when products were labeled, but that consumers were price 

sensitive. Consumers purchased more GM bread when it was less expensive than the organic product.  

However, willingness to pay depends on the type of product or service, the type of consumer, and 

the consumer’s motivation. Numerous studies have found greater willingness to pay higher prices for 

organics among women, particularly mothers with young children. Willingness to pay is often 

presumed to be based on self-interest (e.g., health benefits) [39,61–67], but socially responsible 

consumers may also be motivated by altruism. Elfenbein and McManus, 2010 [62] found that auction 

items that yielded charitable contributions commanded higher bids and higher closing prices than 

identical products with no charitable component, reflecting that consumers receive utility beyond their 

personal use (the satisfaction of providing a public benefit) from the purchase [68,69].  

In industrial markets, product differentiation strategies have historically differed from consumer 

markets, with industrial differentiation driven more by total cost reduction and less by branding and 

image. Industrial suppliers generally must demonstrate that the reduced environmental footprint of 

their products or services in turn reduces the environmental impacts of their industrial customers, 

thereby reducing their customers’ environmental management costs for activities such as compliance 

and disposal [23,58].  

Accordingly, findings for customer influences on environmental management in the industrial 

market are mixed. Previous literature reviews concluded that customer pressures had not exerted a 

large effect on business environmental management as of the turn of the century [10,11]. Consistent 

with earlier results, Wu and Wirkkala, 2009 [70] found that while retailers were more likely to have 

overcomplied with mandatory environmental requirements, results were not statistically significant.  
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However, more opportunities to enhance an organization’s reputation and capture price premia for 

differentiated products and services are arising in industrial markets. Developers may be able to 

command higher rents and sales prices for green properties, while companies leasing space may save 

on utility costs, while also signaling their environmental intent to stakeholders [71]. Empirical 

estimates find that rents for certified green office space in the United States are a minimum of 3%–5% 

higher than comparative unrated space, and that sales prices for rated buildings can be up to 16% 

higher than for comparable conventional properties, controlling for other factors. Studies also show 

that companies operating in green buildings report reduced absenteeism and increased productivity, but 

to date, these effects have been difficult to quantify [71,72].  

In other findings, Darnall, Henriques, and Sadorsky, 2008 [25] and Khanna and Anton, 2002 [38] 

each found consumer pressures to be a determinant of EMS comprehensiveness. Jones, 2010 [21] 

found that customer pressures determined participation in VEPs, but not the implementation of 

individual EMPs. These results support the idea that VEPs appeal to organizations seeking to signal 

their environmental efforts to stakeholders through product labels and program publicity campaigns. 

Public recognition is a primary benefit of VEPs, so these programs are expected to have greater appeal 

to organizations that are more visible to consumers [5,6].  

From a policy standpoint, research on consumer preferences and companies’ responses to them is 

relevant because policymakers are central to the consumer-producer relationship. Public agencies set 

standards for residential, commercial, and industrial buildings, emissions, wastes and recycling, as well 

as consumer goods, such as major appliances, so these agencies influence both the availability of 

environmentally preferable alternatives and consumer interest in them. As public agencies strive to 

achieve community-wide environmental protection, they can enable consumers to make informed 

choices and assist companies in signaling their environmental achievements to consumers. Formal 

VEPs, including certification schemes (e.g., Energy Star), can meet both purposes. VEPs typically 

require participating organizations to meet specific performance standards or adhere to particular 

procedures intended to achieve a desired level of environmental protection, and simplify consumers’ 

choices by differentiating the environmentally preferable alternative [73–75].  

These programs, though, need to provide credible information and guidance for consumers [9]. In a 

study of curbside waste collection in Italy, De Feo and De Gisi, 2010 [76] found that while citizens 

perceived themselves as properly managing waste, recyclables, and compost, workers reported 

numerous compliance problems, revealing a need for information and education. Other authors argue 

that agencies should support socially responsible consumerism by providing information and 

education, sponsoring efficiency incentives, and modifying infrastructure. Findings show that 

individuals are more likely to find information campaigns to be relevant and meaningful if they are 

sponsored by local authorities than for-profit businesses [77,78]. 

Studies also find that agencies need to provide public oversight and clear standards in order to 

achieve adequate environmental protection. Mandatory requirements may be required in residential 

markets, where reliance on consumer goodwill may be inadequate. In a survey of United Kingdom 

citizens, Fudge and Peters, 2010 [78] found that despite high awareness of the relationship between 

energy consumption, greenhouse gas emissions, and global warming, few individuals routinely made 

efforts to reduce energy in their daily lives. Respondents generally prioritized comfort and 

convenience over energy efficiency, indicating that information and education are not likely to be 
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sufficient to induce behavioral changes. Similarly, De Feo and De Gisi, 2010 [76] reported that  

one-quarter of waste collection workers felt that information was not sufficient to reduce collection 

problems, and that penalties for noncompliance would be necessary. 

Overall, it appears that customer pressures exhibit enough complexity and variation that it is 

difficult to determine a definitive influence on environmental management. Pressures vary between 

retail and industrial markets, and opportunities to command higher prices for environmentally 

preferable alternatives vary depending on good or service offered, and the type of customer. However, 

there is potential for regulatory agencies to help create more consistent opportunities. Research 

informing the design of VEPs that address consumer and producer behavior in a coordinated manner 

would be helpful. 

One potential starting point is to examine spillover effects. Studies of spillover effects reveal 

opportunities to leverage the knowledge gained through implementing voluntary environmental 

management in the workplace for the residential and consumer markets. In a study of waste 

management at three Swedish workplaces that had adopted an EMS, Andersson et al., 2012 [79] found 

that source separation at work spilled over into the home environment, with the level of home activity 

correlated with employee awareness of the EMS. Employees with greater awareness exhibited more 

waste prevention and source separation at work, and a significant increase in source separation in the 

home, after the EMS had been implemented at their workplace. The authors hypothesize that spillover 

effects result in part because engaging in environmentally proactive behavior influences attitudes 

toward environmental protection, which then inspires additional environmentally conscientious 

behaviors in other areas.  

Given that every individual—whether a regulator, business manager, or employee—is also a 

consumer, studying how professional knowledge and work habits affect consumerism—and vice 

versa—may reveal leverage opportunities for policy intended to achieve a community-wide level of 

environmental protection. Additional research into the complex ways that regulatory agencies, 

businesses, employees, consumers, and residents each contribute to creating the market for “green” 

products and services should be prioritized.  

2.1.4. Regulatory Pressures  

Regulators are clearly an important stakeholder group and source of institutional pressure because 

of their authority and enforcement capability, their ability to provide technical assistance, information, 

and positive publicity for environmental achievements, and their role in creating a market for 

environmentally preferable products and services [28]. It makes sense, then, that studies nearly 

universally have found regulatory pressures to be among the most significant determinants of 

environmental management effort and environmental performance [10,11,13,18,21,25,30,32,34,42,44,48,80].  

Given the importance of regulation, a large literature has been developed to explain how 

organizations can work within prescriptive regulatory systems to gain competitive advantage. 

(Competitive advantage is described in the next subsection, but is discussed here as the reason 

typically offered for exceeding regulatory compliance.) Opportunities exist because despite being 

designed to achieve consistent emissions targets, specific standards can vary dramatically across 

industries and organization types. This occurs in part because individual standards are often considered 
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as distinct conditions, rather than components of larger regulatory programs [81,82]. Further, 

inefficiencies exist because pollution is waste, and properly crafted (i.e., flexible) regulation can be 

used to encourage innovation to reduce such waste [83,84]. These opportunities and inefficiencies can 

therefore foster an interactive relationship between organizations and regulators.  

According to Lyon and Maxwell, 2004 [2], after an issue is identified and proposed regulation is 

discussed publicly by opinion leaders, organizations may attempt to preempt future regulations by 

voluntarily reducing environmental impacts. Later, when laws are crafted, organizations may seek to 

influence impending regulations, perhaps through developing new technologies or processes and 

encouraging the regulator to adopt the new standard. Finally, as regulations are implemented and 

enforced, organizations may seek to reduce regulatory inspections and other enforcement actions by 

voluntarily exceeding requirements. 

Strategic behavior is not limited to organizations—regulatory agencies can restrict both output and 

entry in an industry, thereby increasing profitability for existing firms. Frequently, this occurs through 

grandfathering, where differential requirements are mandated for new businesses [85]. Conversely, 

regulators may seek to improve their own position by adjusting requirements (e.g., lowering 

compliance costs, offering technical assistance) to attract business or investment to their jurisdictional 

region [86,87].  

Evidence shows that organizations may gain competitive advantage by exceeding compliance in 

certain situations, and that regulators may exert significant influence over competitive advantage by 

implementing regulatory strategies that create entry barriers, transfer rights to existing firms, or create 

other benefits for top environmental performers. However, despite the extensive literature, regulatory 

pressures merit more in-depth scrutiny because research exhibits some common limitations. First, most 

studies have examined large producers, creating an underlying assumption that organizations are 

subject to some form of environmental regulatory framework that would affect environmental 

management decisions. SMEs and nonmanufacturers that fall below regulatory thresholds for 

permitting and reporting would likely violate this assumption. 

Second, regulatory pressures are often assessed with a single indicator, such as the number of 

annual inspections. Regulatory influences have not typically been measured using composite indices, 

but when such measures are used in studies of heterogeneous samples, results are less  

consistent [17,21,88,89]. For example, Jones, 2010 [21] classified organizations as highly, moderately, 

or lightly regulated based on a collection of specific regulatory attributes such as the number and type 

of regulatory permits held by the organization. In contrast to previous research, organizations subject 

to greater regulatory constraints were less likely to participate in VEPs, while the relationship between 

regulatory constraint and EMP adoption was nonlinear—moderately regulated organizations adopted 

more practices than the other groups. By way of explanation, VEPs may not provide sufficient 

flexibility to appeal to highly regulated facilities that prefer to develop tailored solutions for their 

operations. The nonlinear relationship for EMPs may suggest that beyond a certain threshold of 

mandatory requirements, organizations have implemented sufficient environmental management to 

perceive little benefit from additional efforts. It is also possible that, assuming that the greater the 

regulatory burden, the greater the compliance costs, that the most highly regulated organizations lack 

sufficient financial resources to exceed compliance. 
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These recent findings suggest that additional research into regulatory pressures is needed. So few 

studies have included SMEs that little is known about either their relative contribution to 

environmental impacts, or their needs for information and assistance. Research could help determine 

whether current regulation is adequately addressing SME impacts, and help identify compliance needs. 

These recent findings comparing different types of environmental management are also showing that 

regulation has different effects on different strategies (e.g., VEPs compared to EMPs). Studies 

involving such comparisons appear to be limited [17,18,21,35]. Additional research regarding the most 

effective initiatives for different industries or market segments would be useful for policy design. 

2.1.5. Competitive Advantage/Cost savings  

Evidence is mounting that companies are taking strategic environmental approaches to develop 

cost-effective beyond-compliance abatement methods in order to gain competitive advantage.  

For example, Ervin et al., 2012 [17] found that the potential to gain competitive advantage through 

proactive environmental management significantly influenced both the adoption of EMPs and the 

implementation of specific pollution prevention practices. These findings are consistent with earlier 

research [38,40,42,44,45,48]. Explanations are found in traditional business and economic theories: the 

more a company can reduce costs and increase productivity, the greater advantage it has over 

competitors. But, opportunities depend on various factors, including the regulatory pressures described 

in the previous section, and also market characteristics—industry concentration in particular [90].  

Findings for industry concentration are mixed, but in some cases, both competitive and 

noncompetitive organizations can profit from voluntary environmental management. Stoeckl,  

2004 [9] finds this is the case for the following: (1) competitive firms able to take advantage of  

cost-reducing VEPs (they can retain a substantial portion of the savings in the short-run); and  

(2) organizations in highly concentrated industries that are able to raise short-run costs and long-run 

benefits (they can pass on a large share of cost increases).  

Organizations in concentrated industries that have developed cost-effective abatement strategies 

may be more likely to exceed compliance with regulatory standards because they can persuade 

regulators to mandate the higher standards, putting competitors at a disadvantage [91,92]. Also, by 

comparison, organizations in “unconcentrated” industries may not benefit from a cost advantage if a 

VEP is implemented simultaneously by competitors. In that case, competitive organizations will  

have no opportunity for differentiation [9]. Conversely, there is some evidence that industry 

concentration has a negative effect on innovation, suggesting that companies with more competitors 

may pursue environmental strategies in an effort to remain competitive or to improve their market 

position [9,15,93].  

Conventionally, competitive advantage gained through strategic environmental management has 

been demonstrated through case studies where organizations innovated technologies and  

processes [15,23]. This limits the applicability of findings, given that some organizations (e.g., SMEs, 

organizations without R&D) may lack sufficient resources to innovate technologies and processes. 

Simpson et al., 2004 [94] found that SMEs perceived little opportunity to gain competitive advantage 

through environmental differentiation, and exhibited more reactive, compliance-oriented 

environmental management. 
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However, new insights may be attained by expanding research to include human resource 

efficiencies—an opportunity available to organizations of all sizes. The importance of employee 

contributions to organizational success in general has long been recognized, but specific employee 

contributions to environmental achievements, and their effects on competitive advantage, have 

received less attention. Where these contributions have been examined, companies have cited 

improved employee productivity, reduced absenteeism, and the ability to attract more qualified 

employees at competitive salaries as motivations for environmental management. This phenomenon 

appears to be due both to the fact that employees prefer to work for companies with values similar to 

their own, and also because companies that make environmental protection a priority also tend to view 

social issues as an important business responsibility [15,58].  

In the empirical literature, Darnall, Henriques, and Sadorsky (2008) [25] found that employee 

commitment (encompassing both individual contributors and managers) was positively correlated to 

both EMS comprehensiveness and business performance at both large and small organizations.  

Boiral, 2007 [95] found that even in highly automated processes, employee participation in technology 

selection and operation can reduce emissions. The authors found that emissions varied across 

aluminum processing facilities with similar operations, and that 20%–70% of the variation could not 

be accounted for by major differences in technologies. The differences were attributed to employee 

training, experience, and involvement.  

Although the evidence demonstrates the importance of employee contributions, these contributions 

have not commonly been rewarded with economic incentives [23]. Jones, 2007 [96] examined a 

sample of large and small organizations operating in a mix of manufacturing and nonmanufacturing 

sectors, and found that only 6% of respondents reported offering employee incentives for 

environmental improvements. Management compensation, though, has been linked to environmental 

performance. Berrone and Gomez-Mejia, 2009 [97] found that good environmental performance had a 

positive impact on a CEO’s compensation, and that, over the long term, CEO compensation had a 

positive effect on environmental performance. Companies reward pollution prevention more than  

end-of-pipe controls because of the greater skills and expertise required, and the greater potential for 

cost-savings and improved business performance. 

In summary, competitive advantage is an important determinant of environmental management, but 

our understanding remains limited due to the research emphasis on large producers and organizations 

with innovative capacity. One topic for future research is employee productivity. Productive 

employees are an asset to any organization, and with the potential for spillover effects mentioned 

earlier, there may be substantial potential to enhance community-wide environmental protection by 

stimulating employees to contribute to environmental improvements. 

2.2. Moderating Factors (Market, Industry, and Organizational Characteristics) 

The following subsections describe the organization and market characteristics most consistently 

found to moderate the effects of the external influences described above. Other characteristics have 

been studied, with less consistent findings. Table 2 in Appendix A summarizes the studies described 

here, and contains references to numerous studies, which have included additional moderating factors. 
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2.2.1. Size and Global Market Participation 

Organization size as measured by number of employees is consistently found to be positively 

associated with business environmental management, with several arguments offered in explanation. 

Larger companies may: (1) have greater monetary and personnel resources available to devote to 

voluntary activity; (2) realize lower marginal environmental management costs through economies of 

scale; (3) perceive greater potential for gains in market share and profits from attracting 

environmentally conscious customers; and (4) be more “visible”, with actions (or lack of) attracting 

more attention. Managing more employees or facilities involves greater costs, so it may be more 

efficient to implement standard policies across the organization, whether or not they are required by 

regulation. Conversely, managers of smaller organizations may perceive their organization’s impacts 

to be negligible, lack the time and funds to exceed compliance, and—absent stakeholder attention—have 

little incentive to adopt voluntary measures [7,9,11,33,44,49]. 

Among empirical studies, Nishitani (2009) [36] and Nakamura, Takahashi, and Vertinsky, 2001 [33] 

each found size to be a significant positive determinant of ISO 14001 certification among 

manufacturing firms in Japan. Montiel and Husted, 2009 [35] examined EMS certification among 

Mexican manufacturers, and found that ‘institutional entrepreneurs’ (companies that take a leadership 

role in legitimizing issues relevant to their industry and crafting standards) were significantly larger 

than late adopters. Johnstone et al., 2007 [34] and Henriques and Sadorsky, 2007 [98] both found size 

to be a significant determinant of the presence of an EMS, while Darnall, Henriques, and Sadorsky, 

2008 [25] found size to be related to EMS comprehensiveness. Khanna et al., 2007 [18] found that 

facilities with more employees were more likely to participate in formal VEPs. Johnstone et al., 2007 [88] 

found that facilities with more employees were more likely to have taken pollution reduction actions and to 

report reductions in air pollution, water pollution, and solid waste. Arimura, Hibiki, and Johnstone, 

2007 [99] found that facilities with more employees spent more on environmental R&D [100–102].  

Findings for multinational corporations (MCs), which tend to be large [101], typically show a 

significant positive relationship between global market participation and voluntary environmental 

management. Multinational corporations have been found to be more likely than other organizations to 

implement EMPs; to have a more comprehensive EMS; to engage in environmental disclosure; and to 

demonstrate awareness of stakeholder interests [25,98,103] In contrast, Khanna et al., 2007 [18] found 

that facilities owned by MCs were more likely than other facilities to participate in VEPs, but not to 

implement more individual EMPs. Possibly, formal programs appeal to MCs because VEPs offer 

greater standardization and public recognition than individual practices [6,18]. 

With literature showing larger companies engaging in more extensive environmental management, 

it follows that policy should aim to encourage more activity among smaller organizations. Although 

any individual organization may have seemingly minor impacts, collectively, the effects of small- and 

medium-enterprises (SMEs) are substantial. As a proportion of the global market, SMEs are estimated to 

comprise 90% or more of all businesses and to account for 50%–60% of all employment [3,49,89,104]. 

In the United Kingdom, SMEs have been estimated to be responsible for about 60% of CO2 emissions [94].  

Specific policy recommendations, however, require more research. Large production facilities have 

been investigated much more frequently than SMEs, and management literature describes several ways 

these organizations differ, limiting the applicability of findings for large producers [3,4,17,46,94,105]. 
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SMEs may have very limited operations, highly entrepreneurial attitudes, personalized or intuitive 

management styles, and focus more on the internal aspects of social responsibility such as worker 

health and safety. Conversely, large companies may use more formalized planning and uniform 

standards, and emphasize external aspects of social responsibility such as signaling adherence to 

international standards to stakeholders [3,4,104,105].  

Few studies explicitly investigate specific barriers to voluntary environmental management, but 

among available findings, the most frequently reported issues are time, cost, and a lack of perceived 

benefits to investing in environmental strategies [3,4,9,17,21,32,43,44,46,106,107]. Findings show that 

such issues may disproportionately affect SMEs because these organizations: (1) have difficulty 

keeping abreast of regulatory requirements and supporting compliance costs; (2) experience lower 

consumer demand for environmental improvements; and (3) may lack an organizational network  

(e.g., trade association) that supports voluntary environmental management [21,94,104,105,108]. More 

research specifically addressing barriers to voluntary environmental management would be helpful. 

2.2.2. Public Companies/Publicly Traded Status  

Findings for public companies traded on stock exchanges consistently show that such companies 

undertake more voluntary environmental management than private companies [10,11]. Findings show 

that public companies are more likely than private companies to implement pollution prevention 

practices and general EMPs; use environmental cost accounting; participate in VEPs; have a formal 

EMS or a more comprehensive EMS, and to maintain dedicated environmental staff [17,21,25,98,99]. 

One explanation is that shareholders exert pressures on companies to avoid the financial liabilities 

associated with environmental risk [44]. In addition, companies that publicly report financial 

information and industrial organizations that report emissions to regulatory agencies may take 

advantage of existing infrastructure to include environmental information in public reports [109]. 

Although consistent, these findings have limited applicability for comprehensive policy. While 

conventional profit-maximization research captures the effect of public status—synonymous with a 

focus on profit and shareholder value—the concepts of “exclusively profit seeking” and “shareholder 

primacy” are becoming outdated. Traditionally, shareholders have often been viewed as 

homogeneous—interested only in maximizing risk-adjusted returns—but in fact investors have varied 

preferences, including differing perspectives on business ethics and social responsibility [13,19]. In 

addition, the proportion of public companies is small—less than 10% of the U.S. and global  

markets [19,21,102,110].  

Research emphasizing private companies would provide more broadly applicable findings to inform 

policy; however, such research is constrained by a lack of publicly available information, so policies 

that increase the availability of private company data to facilitate analysis should be prioritized [9,15,17].  

Table 2 below summarizes key findings for influences and moderators described in the  

preceding text. 
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Table 2. Summary of Findings for Key Institutional Influences. 

Concepts/Theories Brief Summary of Findings 

Investors 

Investors (shareholders and others) seek to reduce 

financial liabilities associated with environmental 

risks [44]. Good environmental performance may 

reduce the cost of capital, due to reduced risk [53]. 

Shareholder pressures and susceptibility to other investors have been 

shown to be positively associated with EMS comprehensiveness 

[25,32]. Stock prices are typically positively associated with good 

environmental performance [9–11,49,50]. 

 

Environmental Interest Groups 

Organizations, particularly large emitters, may seek to 

avoid boycotts or other sanctions instigated by poor 

environmental performance [13,14,23]. 

Empirical findings are mixed. Environmental interest group pressures 

have been found to be a significant determinant of the presence of an 

environmental plan at large organizations [44]. Findings for SMEs 

have not found a significant association [17]. States with greater 

numbers of environmental group members per capita have shown 

greater emissions reductions over time [41].  

Customers 

Organizations may seek to retain or gain market share 

or command higher prices by offering 

environmentally preferable products and services.  

The ability to command higher prices may depend on 

barriers to entry and mobility in the industry, and 

barriers to imitation by competitors [30,67]. 

Willingness to pay has not been consistently demonstrated in retail 

markets, and depends on the product and type of consumer [39,58,61–

67]. 

Findings in industrial markets are mixed; earlier literature often found 

only weak customer influences [10,11,70]. More recently, some 

studies have found a positive association between consumer pressures 

and the comprehensiveness of the organization’s EMS [25,38].  

Regulatory Pressures 

Regulators have authority and enforcement capability, 

provide information and assistance, and can create or 

influence “green” markets [28].  

Organizations may be able to obtain competitive 

advantage by voluntarily exceeding compliance, 

which may reduce costs [2]. Regulators may attract 

businesses to their region by adjusting requirements 

for top performers [87].  

Findings nearly universally indicate that regulatory pressures are 

among the most significant determinants of environmental 

management strategy [17,18,21,25,34,42,44,48]. 

Research is affected by common limitations. Studies are often limited 

to large manufacturers (creates the underlying assumption of a 

regulatory framework; studies typically use single indicator (e.g., 

number of annual inspections). Findings are less consistent with 

composite variables [21]. 

Competitive Advantage 

The premise is that the more a company can reduce 

costs and increase productivity, the greater advantage 

it has over competitors. Strategic environmental 

approaches include developing cost-effective 

abatement methods. 

Potential to gain competitive advantage is often found to be significant 

determinant of proactive environmental management 

[17,38,40,42,44,45,48]. 

Findings for industry concentration are mixed. Some studies find 

organizations in concentrated industries more likely to exceed 

regulatory compliance [91,92];others find that industry concentration 

has a negative effect on innovation [15,93]. Findings apply more to 

large firms; SMEs perceive less opportunity [94]. 

Firm Size/Global Market Participation 

Larger companies may have greater resources to 

devote to voluntary activity; SMEs may lack 

incentives if less visible to stakeholders 

[4,7,9,11,33,44]. 

Firms with more employees and multinational corporations engage in 

more proactive environmental management than SMEs [18,25,33–

35,88,98,99,103]. Applicability of findings to SMEs is uncertain 

[3,4,17,21,46,94,105]. 

Public Trading Status 

Shareholders pressure companies to avoid the 

financial liabilities of environmental risk [44]. Firms 

already publicly reporting information may leverage 

existing infrastructure to include environmental 

information [109]. 

Public companies consistently engage in more proactive 

environmental management than privately held firms 

[10,11,17,21,25,98,99].  
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3. A Conceptual Model Combining Institutional Theory and Utility Maximization Theory  

The research described in Section 2 identifies common institutional influences on environmental 

management, and shows that organizations subject to similar institutional pressures pursue differing 

strategies [7,9–11,25,28]. At least two arguments to explain this variation involve managers’ 

perceptions. Some research posits that managers at different facilities—even within the same 

company—make different decisions because they have different perspectives on how institutional 

pressures affect environmental and financial performance [28]. Other research argues that managers 

with strong environmental values may receive the equivalent of monetary incentives from these 

potential effects of voluntary environmental management: positive publicity, regulatory relief, positive 

public relations, favorable investment terms, and opportunities to gain competitive advantage. Each of 

these benefits could reasonably be expected to directly or indirectly contribute to increased profits 

through cost reductions, increased efficiencies, or increased revenues [17]. However, the research 

described so far has not included the moderating influence of manager’s attitudes. This section describes 

how combining institutional and utility maximization theories can address the limitations of each used 

separately (noted in the introduction), and assess the important effects of managers’ perceptions.  

Using utility maximization can capture a full range of managers’ motivations—both those 

mentioned above as well as moral concerns that may not directly relate to a perceived monetary 

equivalent [111,112]. This distinction is relevant because altruistic actions and reactive actions (e.g., 

responding to environmental interest group pressures) may have different financial effects. When an 

organization engages in voluntary activity for the purpose of increasing demand for products or to 

reduce costs, the effect on financial performance would be expected to be positive. If the organization 

acts defensively (e.g., to avoid a boycott or sanction), the policies required to defray the threat increase 

costs, possibly having a negative financial impact. In addition, these differing motivations may lead to 

differing choices of voluntary environmental management strategies, reflecting, for example, the desire 

to signal stakeholders or not [112]. Since different motives may yield different choices, using utility 

maximization can address the question as to why organizations facing the same level of institutional 

pressures adopt varying strategies [113,114].  

By way of illustration, Figure 1 on the following page graphically depicts institutional influences on 

and moderators of environmental management strategy [7,17,89]. The chart shows relationships 

between: (1) external motivations/institutional factors (described in Section 2.1); (2) the moderating 

influence of industry, organizational, and market characteristics; (3) the moderating influence of 

manager’s attitudes/perceptions; (4) the organization’s environmental strategy; (5) the resulting 

environmental performance; (6) any profit or intangible benefits obtained; (7) and the overall utility 

obtained. The outer frame of the chart illustrates that all decisions and processes take place within the 

conditions and capacity of the natural environment—at least as far as the manager understands these 

environmental conditions to affect the organization, or has a personal interest in environmental 

protection [7,17,89,115].  
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Figure 1. Moderating Influence of Manager’s Attitudes toward Environmental Protection.  

 

The first element in the figure represents the external motivations/institutional influences that are 

described in Table 1 and the text in Sections 2.1.1–2.1.5. This element represents the pressures 

stemming from different stakeholders such as investors, environmental interest groups, customers, and 

regulators, as well as the opportunities for the organization to gain competitive advantage through 

strategic environmental management. The motivations for environmental management represented in 

this first element include the various opportunities (e.g., potential to obtain favorable interest rates),  

and challenges (e.g., potential sanctions by environmental interest groups) associated with  

different stakeholders. 

Organizational and market characteristics are shown here as a “first filter” moderating external 

stakeholder pressures (institutional influences) because different firms face different levels of pressure, 

and have different resources available with which to respond to influences [9,28]. For example, as 

described earlier, a large company may attract more attention from, say, environmental interest groups, 

rendering those groups more relevant to a large organization than to a smaller firm. Likewise, the 

larger organization may have more resources with which to respond to such groups, or may face 

greater impacts in the event of a sanction (e.g., negative publicity), than a smaller organization. This 

depiction of external motivations moderated by market, industry, and organizational characteristics 

reflects the approach incorporating institutional theory into profit-maximization models. From there, 

the manager would be expected to make environmental management decisions that directly or 

indirectly contribute to profit. 
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In expanding beyond the profit-maximizing rationale, manager’s perceptions are shown as a 

“second filter”. Research indicates that the manager’s perceptions of both the external motivations and 

their capacity to respond influence the actual environmental strategy implemented [17,28,33]. That 

strategy, in turn, produces results, which may affect profit, provide intangible value, or both. Blue is 

used to highlight those elements that would not be included in a profit maximization model. Under 

profit-maximization, manager’s attitudes would be limited to perceived opportunities for profit or 

competitive advantage, while intangible benefits would be excluded.  

The diagram is necessarily oversimplified. The dotted lines indicate a few potential feedback loops, 

but many more feedbacks are likely present. Those shown indicate that profits/losses may be 

reinvested in the environmental strategy, or may serve as a performance metric to determine 

modifications. Presumably any intangible results would also feed back into strategy decisions, 

although a literature search did not reveal sufficient information to propose such pathways here. 

Also omitted are the numerous, overlapping information feedback loops, which would affect 

manager’s attitudes and perceptions. Environmental management decisions depend on access to 

information on numerous elements: institutional influences; market and organizational characteristics; 

relevant conditions of the natural environment; and performance data from existing strategies. 

Information access and attributes, therefore, create another factor influencing environmental 

management decisions. Simon, 1955 [116] notes that past decisions influence present and future 

alternatives, and that part of the utility obtained may be information acquired as a result of 

implementing a particular strategy.  

What becomes clear in diagramming even the basic influences on motivations for environmental 

management is that decisions are affected by many factors, not all of which can be accommodated by 

focusing on short-run profits. Yet, traditionally, business investments have been assessed under what 

has been termed a “technocentric view”. This view assumes that current ecological conditions persist 

through the given planning horizon, with investments based primarily on financial factors such as 

return on investment and payback period [115].  

One reason for this is uncertainty about the future. In the absence of credible information about 

future costs and benefits, organizations use higher discount rates [17]. Managers can have a risk-averse 

perspective, which favors short-run returns, supported by such commonly used estimation methods as 

net present value (NPV). NPV applies higher discount rates when returns appear to be less certain, 

thereby capturing possibilities that returns may be lower than expected, but not appropriately reflecting 

the possibility of returns being higher than expected [115]. 

Importantly, uncertainty may disproportionately affect SMEs, given that empirical studies generally 

find that that these organizations have higher discount rates than large companies, possibly even being 

so high that SMEs effectively rule out considerations of long-run profits altogether [9]. Although the 

combined research approach suggested in this paper does not specifically address time preferences for 

money, short-run versus long-run planning, or the uncertainty inherent in environmental issues, 

appropriate strategic environmental management includes short- and long-run planning. It is 

conceivable that, given the flexibility of the utility maximization framework, researchers could probe 

managers’ perspectives on long-run strategy. Any insights gained, such as the types of information 

managers seek for such long-range planning, would be useful for policymakers. 
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4. Empirical Findings for Managers’ Attitudes as a Moderating Factor 

A few studies have replaced profit-maximization models with utility-maximization models while 

retaining the institutional framework [17,33,117]. Empirical findings show that (1) utility-maximization 

models generally increase explanatory power; (2) management attitudes toward environmental 

stewardship are among the strongest influences on environmental strategy; and (3) managers’ 

perceptions of institutional pressures affect environmental management decisions. Therefore, 

integrating institutional and utility maximization theories may meaningfully increase our 

understanding of voluntary environmental management decisions, and prove useful for policy 

decisions [17,21,33,111,112]. 

Ervin et al., 2012 [17] examined a suite of institutional factors and managers’ attitudes toward 

environmental protection using a sample of over 680 facilities of various sizes operating in a variety of 

industries. The authors posit that manager utility depends on the organization’s profits, environmental 

performance, and managers’ attitudes toward environmental stewardship. Managers who were more 

altruistic were expected to engage in voluntary action even without potential to increase profit, whereas 

other managers were expected to balance profit potential with other benefits such as positive public 

recognition or regulatory relief. The authors assessed the effects of organizational characteristics and 

customer, environmental interest group, competitive, investor, and regulatory institutional pressures on 

two decisions: to adopt EMPs or to adopt specific pollution prevention practices. 

Results showed that organizations were more likely to adopt both more EMPs and specific pollution 

prevention practices if upper management believed that their organizations had a moral responsibility 

to protect the environment, should conserve natural resources, and that strategic environmental efforts 

provide potential for competitive advantage. These management attitudes were the strongest positive 

determinant of EMP adoption (even more so than regulatory pressures), and their inclusion increased 

explanatory power. Models consisting of organization, industry, and market characteristics explained 

15% of the variance. (Comparable estimates for institutional influences under profit-maximization 

have explained 10%–40% of the variance [25,40].) When management attitudes and other institutional 

factors were added, alternative specifications explained between 47%–52% of the variance.  

Nakamura, Takahashi, and Vertinski, 2001 [33] examined the effect of organization characteristics 

and management attitudes toward environmental protection on the level of environmental commitment 

at nearly 200 Japanese manufacturers. Environmental management decisions were assumed to be 

based on potential profits, the costs involved, and the intrinsic value the manager derived from 

environmental stewardship. 

Surprisingly, organizations where managers expressed stronger beliefs about environmental 

vulnerability to human impacts and the importance of living in harmony with nature were less likely to 

have implemented a formal environmental policy. Possibly, this indicates that formal recognition is not 

important to managers who hold deeply personal beliefs about environmental protection. In contrast, 

managers who felt a responsibility toward the environment, and who felt they had some control over 

impacts, were more likely to view environmental objectives as an integral part of business operations. 

Feelings of responsibility toward the environment were also a determinant of ISO 14001 certification. 

These attitudes were among the strongest determinants for both the presence of a formal policy and the 

level of policy integration, with civil and government pressures exerting relatively less influence. 
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Including both institutional factors and attitudes explained 42% of the variance; models excluding 

these factors explained 22% [33].  

A large management literature also demonstrates the importance of managers’ attitudes [118]. The 

“CEO effect”, which describes how upper management attitudes exert an important influence on a 

broad range of business strategies and performance measures, has been well documented [119–121]. 

This effect is apparent in environmental management research as well. In a study of individual and 

institutional drivers of environmental stewardship in the U.S. wine industry, Marshall, Cordano, and 

Silverman, 2005 [108] found that winery managers have strong personal beliefs about 

environmentalism, and wineries have cultures that link environmental stewardship to the long-term 

sustainability of their organizations. Cordano and Frieze, 2000 [122] found that managers’ beliefs that 

pollution prevention was worthwhile and that regulation was important were significantly positively 

associated with preferences for source reduction activities.  

Given that both the economics and management literatures are demonstrating the importance of 

individual manager’s attitudes, this is an important area in which to expand research.  

5. Summary Discussion 

Although policy typically is intended to change behavior, and not necessarily attitudes, the 

interrelation between the two is complex, and measuring attitudes is a first step toward understanding 

the role of perceptions in environmental management decisions. In a meta-analysis of the determinants 

of environmental behavior, Bamberg and Möser, 2007 [27] state that proactive environmental behavior 

is actually one component of a nexus of psychosocial variables: attitude, level of perceived control, 

sense of moral responsibility, and behavioral intention. The analysis supports the notion that proactive 

environmental behavior is a mix of self-interest and social motivations, and that a more complete 

understanding of such behaviors requires taking both motivations and morality into account. In a 

discussion of how executives respond to crisis, Brockner and James, 2008 [123] note that the more 

attainable the objective and the more potential value that is perceived, the more likely managers are to 

perceive opportunities associated with proactive behavior. However, perceived attainability also 

depends on learning capacity and controllability, which vary by individual and organization. In 

evidence presented here, Ervin et al., 2012 [17] and Nakamura, Takahashi, and Vertinsky, 2001 [33] 

each found that moral responsibility was a significant determinant of proactive environmental 

management, with Nakamura, Takahashi, and Vertinsky, 2001 [33] finding this was also the case  

for controllability. 

A thorough discussion of the interrelationship of attitude and behavior is beyond the scope of this 

paper, but the preceding information demonstrates the relevance of perceptions and the importance of 

assessing them, given that voluntary behavior depends on a willingness to be proactive. This position 

is supported by other authors who propose further research into managers’ attitudes toward different 

stakeholders because these attitudes explain some of the differences in environmental strategies 

observed at different organizations subject to the same level of institutional pressures [89,124]. Some 

authors also posit research should be conducted to investigate whether the values of the manager and 

the organization are aligned, for at least two reasons: (1) both sets of values influence environmental 

proactiveness [124]; and, (2) the identification of employees and executives with organizational goals 
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has a major role in economic motivation [20]. For SMEs, manager and organizational values would be 

assumed to be in alignment, although attitudes would still be unique to each organization. Jamali et al., 

2009 [3] go so far as to suggest that small business owners cannot be separated from their 

organizations with respect to values, policies, and day-to-day operations. They have more management 

discretion, freedom, and autonomy compared to large companies, and their ethics often influence their 

socially responsible organizational practices. And yet, this does not mean that SME operations will be 

more sustainable than large organizations. Gadenne et al., 2009 [104] found that SME managers who 

felt they lacked the time and financial resources to address environmental issues were less likely to 

have positive environmental attitudes.  

6. Conclusions  

Perhaps the primary contribution of this literature synthesis is that it supports positions earlier 

advanced by Simon, 1993 [20]: first, individuals matter, and second, individuals—and, by extension 

the organizations which they manage—are not necessarily a homogenous, profit-seeking group, which 

some strands of literature have traditionally held them to be [19,51]. Scholars from various disciplines 

have questioned the use of models that assume strict profit-seeking behavior, pointing out that both 

literature and real-world outcomes (i.e., poor market performance over the past ten years) have 

demonstrated the need for revised frameworks [13,19].  

Simon [20] stated that new theories would incorporate altruism, and the position of this paper is that 

studies incorporating institutional theory, altruism, and other attitudes are increasing our understanding 

of the motivations for environmental management. Moreover, existing methodology—institutional and 

utility maximization theory—can be leveraged to advance research in this area, potentially in both the 

economics and strategic management literatures. Although such research constitutes only one potential 

path forward, this paper proposes that it is a logical extension, given the availability of existing 

theories and methods.  

The usefulness of this approach is that it captures responses to objective influences (institutional 

influences) and moderating perceptions (perceived utility) and is flexible enough to retain a  

profit-seeking rationale or to measure purely altruistic motivations. Furthermore, research using  

this integrated approach shows increased explanatory power over profit-maximizing frameworks  

and demonstrates that managers’ attitudes are among the most important influences on  

environmental strategy. 

The integrated approach suggested here is only one possible approach to expand research to address 

numerous limitations. Other modifications are needed to extend the applicability of findings to policy 

design for the broader marketplace or community.  

First, policies are needed to overcome information limitations, both to address long-run uncertainty, 

and to improve access to information on SMEs and private companies. Information is more readily 

available for public companies and larger organizations that meet thresholds for mandatory emissions 

reporting, creating gaps in the information needed to develop broad-based policy.  

Second, studies should include SMEs, specifically by investigating their relative contribution to 

environmental impacts, and the barriers inhibiting voluntary environmental management at such 

organizations. However, as described in the previous section, SMEs may be as diverse as the managers 
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who operate them, posing particular issues for policy. Researchers have concluded that a “silver 

bullet” is not likely to emerge, and that a range of policy options addressing diverse needs is expected 

to be required [17,125,126]. Still, a greater understanding of common barriers to environmental 

management, if research reveals such commonalities, would help to target policy efforts.  

Finally, research should be expanded to investigate how the various institutional factors interact and 

overlap, as described in Section 2.1.3. Policymakers could benefit from information demonstrating 

how comprehensive initiatives could address multiple market segments (e.g., consumers, businesses).  

Conflict of Interest 

The authors declare no conflict of interest.  

References and Notes 

1. Voluntary environmental management is defined here as “environmentally friendly actions not 

required by law” [2]. The term “corporate environmentalism” is not used because small 

businesses dominate the marketplace. Some authors argue that terms including “corporate” and 

the research focus on multinational corporations create an underlying expectation for greater 

social involvement by large companies, limiting the discourse [3,4]. The term “corporate” is used 

in citations where needed for consistency. Otherwise, the terms business environmental 

management and voluntary environmental management indicate the strategic environmental 

efforts of organizations of all sizes. Organizations are referred to as such, or as businesses, 

companies, or—for single locations—facilities. 

2. Lyon, T.P.; Maxwell, J.W. Corporate Environmentalism and Public Policy; Cambridge 

University Press: Cambridge, UK, 2004. 

3. Jamali, D.; Zanhour, M.; Keshishian, T. Peculiar strengths and relational attributes of SMEs in 

the context of CSR. J. Bus. Ethics 2009, 87, 355–377. 

4. Lepoutre, J.; Heene, A. Investigating the impact of firm size on small business social 

responsibility: A critical review. J. Bus. Ethics 2006, 67, 257–273. 

5. Khanna, M.; Brouhle, K. The Effectiveness of Voluntary Environmental Initiatives.  

In Governance for the Environment: New Perspectives; Delmas, M., Young, O., Eds.; 

Cambridge University Press: Cambridge, UK, 2009; pp. 144–182. 

6. Koehler, D.A. The effectiveness of voluntary environmental programs—a policy at a crossroads? 

Policy Stud. J. 2007, 35, 689–722.  

7. González-Benito, J.; González-Benito, O. A review of determinant factors of environmental 

proactivity. Bus. Strat. Env. 2006, 15, 87–102. 

8. Annandale, D.; Morrison-Saunders, A.; Bouma, G. The impact of voluntary environmental 

protection instruments on company environmental performance. Bus. Strat. Env. 2004, 13, 1–12. 

9. Stoeckl, N. The private costs and benefits of environmental regulation: Which firms have the 

most to gain? Bus. Strat. Env. 2004, 13, 135–155. 

10. Alberini, A.; Segerson, K. Assessing voluntary programs to improve environmental quality. 

Environ. Res. Econ. 2002, 22, 157–184. 



Sustainability 2013, 5 2714 

 

 

11. Khanna, M. Non-mandatory approaches to environmental regulation: A survey. J. Econ. Surv. 

2001, 15, 291–324. 

12. Carpenter, S.R.; Arrow, K.J.; Barrett, S.; Biggs, R.; Brock, W.A.; Crépin, A.-S.; Engström, G.; 

Folke, C.; Hughes, T.P.; Kautsky, N.; et al. General resilience to cope with extreme events. 

Sustainability 2012, 4, 3248–3259. 

13. Welker, M.; Partridge, D.J.; Hardin, R. Corporate lives: New perspectives on the social life of the 

corporate form: An introduction to Supplement 3. Curr. Anthropol. 2011, 52, S3–S16. 

14. Kirsch, S. Guest editorial: Sustainability and the BP oil spill. Dialect Anthropol. 2010, 34,  

295–300. 

15. Esty, D.C.; Winston, A.S. Green to Gold: How Smart Companies use Environmental Strategy to 

Innovate, Create Value, and Build Competitive Advantage; Yale University Press: New Haven, 

CT, USA, 2006. 

16. Freeman, J.; Kolstad, C.D. Prescriptive Environmental Regulations versus Market-based 

Incentives. In Moving to Markets in Environmental Regulation: Lessons from Twenty Years of 

Experience; Freeman, J., Kolstad, C.D., Eds.; Oxford University Press: Oxford, UK, 2007;  

pp. 3–18. 

17. Ervin, D.; Wu, J.; Khanna, M.; Jones, C.; Wirkkala, T. Motivations and barriers to corporate 

environmental management. Bus. Strat. Env. 2012. doi:10.1002/bse.1752. Available online: 

http://onlinelibrary.wiley.com/doi/10.1002/bse.1752/full/ (accessed on 26 February 2013). 

18. Khanna, M.; Koss, P.; Jones, C.; Ervin, D. Motivations for voluntary environmental 

management. Policy Stud. J. 2007, 35, 751–772. 

19. Stout, L.A. The problem of corporate purpose. Issues Governance Stud. 2012, 48, 1–14. 

20. Simon, H.A. Altruism and economics. Am. Econ. Rev. 1993, 83, 156–161.  

21. Jones, C. Exploring new ways of assessing the effect of regulation on environmental 

management. J. Clean. Prod. 2010, 18, 1229–1250. 

22. Carpentier, C.L.; Ervin, D.E. Business Approaches to Agri-environmental Management: 

Incentives, Constraints and Policy Issues; Organization for Economic Cooperation and 

Development (OECD): Paris, France, 2002. 

23. Reinhardt, F.L. Down to Earth: Applying Business Principles to Environmental Management; 

Harvard Business School Press: Boston, MA, USA, 2000. 

24. As an alternative to utility maximization, some research has combined institutional theory with a 

natural resource-based view of the firm. This natural resources view assumes that organizations 

respond to external pressures in differing ways based on their access to resources and the 

complementary capacities they have developed. Under this view, employee commitment may be 

considered a capacity, and the level may be assessed, but the motivation (e.g., altruism or 

deriving a monetary equivalent from certain types of utility) is not typically addressed [25,26]. 

This paper proposes using utility maximization to capture a more complete range of motivations. 

However, this is not to suggest that other approaches are not viable. 

25. Darnall, N.; Henriques, I.; Sadorsky, P. Do environmental management systems improve 

business performance in an international setting? J. Int. Manag. 2008, 14, 364–376. 

26. Hart, S. A natural-resource-based view of the firm. Acad. Manag. Rev. 1995, 20, 986–1014. 



Sustainability 2013, 5 2715 

 

 

27. Bamberg, S.; Möser, G. Twenty years after Hines, Hungerford, and Tomera: A new  

meta-analysis of psycho-social determinants of pro-environmental behavior. J. Environ. Psychol. 

2007, 27, 14–25. 

28. Delmas, M.; Toffel, M.W. Stakeholders and environmental management practices: An 

institutional framework. Bus. Strat. Env. 2004, 13, 209–222. 

29. Sharma, S.; Ruud, A. On the path to sustainability: Integrating social dimensions into the 

research and practice of environmental management. Bus. Strat. Env. 2003, 12, 205–214. 

30. Rumelt, R.P.; Schendel, D.; Teece, D.J. Strategic management and economics. Strateg. Manag. 

J. 1991, 12, 5–29. 

31. Jennings, P.D.; Zandbergen, P.A. Ecologically sustainable organizations: An institutional 

approach. Acad. Manag. Rev. 1995, 20, 1015–1052. 

32. Anton, W.R.Q.; Deltas, G.; Khanna, M. Incentives for environmental self-regulation and 

implications for environmental performance. J. Environ. Econ. Manag. 2004, 48, 632–654. 

33. Nakamura, M.; Takahashi, T.; Vertinsky, I. Why Japanese firms choose to certify: A study of 

managerial responses to environmental issues. J. Environ. Econ. Manag. 2001, 42, 23–52. 

34. Johnstone, N.; Serravalle, C.; Scapecchi, P.; Labonne, J. Public Environmental Policy and 

Corporate Behavior: Project Background, Overview of the Data and Summary Results.  

In Environmental Policy and Corporate Behavior; Johnstone, N., Ed.; Edward Elgar Publishing, Inc.: 

Northampton, MA, USA, 2007; pp. 1–33. 

35. Montiel, I.; Husted, B.W. The adoption of voluntary environmental management programs in 

Mexico: First movers as institutional entrepreneurs. J. Bus. Ethics 2009, 88, 349–363.  

36. Nishitani, K. An empirical study of the initial adoption of ISO 14001 in Japanese manufacturing 

firms. Ecol. Econ. 2009, 68, 669–679. 

37. Frondel, M.; Horbach, J.; Renings, K. What triggers environmental management and innovation? 

Empirical evidence for Germany. Ecol. Econ. 2008, 66, 153–160. 

38. Khanna, M.; Anton, W.R.Q. Corporate environmental management: Regulatory and market-based 

pressures. Land. Econ. 2002, 78, 539–558. 

39. Teisl, M.F.; Roe, B.; Hicks, R. Can EcoLabels tune a market? Evidence from dolphin safe 

labeling. J. Environ. Econ. Manag. 2002, 43, 339–359. 

40. Dasgupta, S.; Hettige, H.; Wheeler, D. What improves environmental compliance? Evidence 

from Mexican industry. J. Environ. Econ. Manag. 2000, 39, 39–66. 

41. Maxwell, J.W.; Lyon, T.P.; Hackett, S. Self-regulation and social welfare: The political economy 

of corporate environmentalism. J. Law Econ. 2000, 43, 583–617. 

42. Khanna, M.; Damon, L. EPA’s voluntary 33/50 Program: Impact on toxic releases and economic 

performance of firms. J. Environ. Econ. Manag. 1999, 37, 1–25. 

43. McClelland, J.D.; Horowitz, J.K. The costs of water pollution regulation in the pulp and paper 

industry. Land. Econ. 1999, 75, 220–232.  

44. Henriques, I.; Sadorsky, P. The determinants of an environmentally responsive firm: An 

empirical approach. J. Environ. Econ. Manag. 1996, 30, 381–395. 

45. Arora, S.; Cason, T.N. An experiment in voluntary environmental regulation: Participation in 

EPA’s 33/50 Program. J. Environ. Econ. Manag. 1995, 28, 271–287. 



Sustainability 2013, 5 2716 

 

 

46. Johnstone, N.; Labonne, J. Why do manufacturing facilities introduce environmental 

management systems? Improving and/or signaling performance. Ecol. Econ. 2009, 68, 719–730. 

47. Government programs often target specific impact areas or environmental media such as the 

EPA-sponsored Energy Star (energy efficiency) and WasteWise (solid waste reduction and 

recycling) programs. Industry or trade association programs such as the chemical industry’s 

Responsible Care program tend to address specific issues in the target sector. International 

standards certification programs, such as the ISO 14000 series, seek to ensure adherence to a 

comprehensive environmental management strategy defined in an environmental management 

system (EMS) comprised of individual practices. 

48. Videras, J.; Alberini, A. The appeal of voluntary environmental programs: Which firms 

participate and why? Contemp. Econ. Policy 2000, 18, 449–461. 

49. Darnall, N.; Jolley, G.; Ytterhus, B. Understanding the Relationship between a Facility’S 

Environmental and Financial Performance. In Environmental Policy and Corporate Behavior; 

Johnstone, N., Ed.; Edward Elgar Publishing, Inc.: Northampton, MA, USA, 2007; pp. 213–259. 

50. Yamaguchi, K. Reexamination of stock price reaction to environmental performance: A GARCH 

application. Ecol. Econ. 2008, 68, 345–352. 

51. Welker, M.; Wood, D. Shareholder activism and alienation: With CA comment by Robert A.G. 

Monks. Curr. Anthropol. 2011, 52, S57–S69. 

52. Barnea, A.; Rubin, A. Corporate social responsibility as a conflict between shareholders. J. Bus. 

Ethics 2010, 97, 71–86. 

53. Sharfman, M.P.; Fernando, C.S. Environmental risk management and the cost of capital.  

Strateg. Manag. J. 2008, 29, 569–592. 

54. Rondinelli, D.A.; London, T. How corporations and environmental groups cooperate: Assessing 

cross-sector alliances and collaborations. Acad. Manag. Exec. 2003, 17, 61–76. 

55. Murdock, B.S.; Weissner, C.; Sexton, K. Stakeholder participation in voluntary environmental 

agreements: Analysis of 10 Project XL case studies. Sci. Technol. Hum. Val. 2005, 30, 223–250. 

56. There is no single definition for SMEs in the U.S. The Small Business Administration (SBA) sets 

size standards by either the volume of annual receipts or the number of employees. In this paper 

and literature in general, SMEs are defined as described by the European Commission (EC): 

companies with 250 or more employees are classified as large, those with 50–249 employees are 

classified as medium, those with 10–49 employees are small, and all others are micro 

organizations [57]. Studies comparing SBA and EC definitions revealed that the two yield 

comparable estimates of market proportions of large and small organizations [3]. 

57. European Commission (EC). Small and medium-sized enterprises (SMEs): What is an SME? 

Available online: http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/sme-definition/ 

index_en.htm/ (accessed on 27 February 2013). 

58. Reinhardt, F.L. Perspectives from the Business Literature. In Environmental Protection and the 

Social Responsibility of Firms: Perspectives from Law, Economics, and Business; Hay, B.L., 

Stavins, R.N., Vietor, R.H.K., Eds.; Resources for the Future: Washington, DC, USA, 2005;  

pp. 151–183. 

59. Arora, S.; Cason, T.N. Why do firms volunteer to exceed environmental regulations: 

Understanding participation in EPA’s 33/50 Program. Land. Econ. 1996, 72, 413–432.  



Sustainability 2013, 5 2717 

 

 

60. Arora, S.; Gangopadhyay, S. Toward a theoretical model of voluntary overcompliance. J. Econ. 

Behav. Organ. 1995, 28, 289–309. 

61. Aerni, P. Do political attitudes affect consumer choice? Evidence from a large-scale field study 

with genetically modified bread in Switzerland. Sustainability 2011, 3, 1555–1572. 

62. Elfenbein, D.W.; McManus, B. A greater price for greater good? Evidence that consumers pay 

more for charity-linked products. Am. Econ. J. Econ. Policy 2012, 2, 28–60. 

63. Baltzer, K. Customers’ willingness to pay for food quality—the case of eggs. Food Econ. 2004, 

1, 78–90. 

64. Bjørner, T.B.; Hansen, L.G.; Russell, C.S. Environmental labeling and consumers’ choice—an 

empirical analysis of the effect of the Nordic Swan. J. Environ. Econ. Manag. 2004, 47,  

411–434. 

65. Loureiro, M.; McCluskey, J.; Mittelhammer, R.C. Will consumers pay a premium for eco-labeled 

apples? J. Consum. Aff. 2002, 36, 203–219. 

66. Moon, W.; Florkowski, W.J.; Brückner, B.; Schonhof, I. Willingness to pay for environmental 

practices: Implications for eco-labeling. Land. Econ. 2002, 78, 88–102. 

67. Laroche, M.; Bergeron, J.; Barbaro-Forelo, G. Targeting customers who are willing to pay more 

for environmentally friendly products. J. Consum. Mark. 2001, 18, 503–520. 

68. Environmental economic literature identifies various types of “nonuse” values that may help 

explain willingness to pay. As literature has shown, a consumer may be willing to pay to 

preserve an environmental resource or feature even when they have no intention of using it. A 

consumer may derive satisfaction (utility) from simply knowing that a resource exists, either for 

its own sake or for the benefit of others. For a review of such values, refer to Crowards, 1997 [69]. 

69. Crowards, T. Nonuse values and the environment: Economic and ethical motivations.  

Environ. Values 1997, 6, 143–167.  

70. Wu, J.; Wirkkala, T.M. Firms’ motivations for environmental overcompliance. Rev. Law Econ. 

2009, 5, 399–433. 

71. Eichholtz, P.; Kok, N.; Quigley, J.M. Doing well by doing good? Green office buildings.  

Am. Econ. Rev. 2010, 100, 2492–2509. 

72. Miller, N.; Pogue, D.; Gough, Q.D.; Davis, S.M. Green buildings and productivity. J. Sustain. 

Real. Est. 2009, 1, 65–89. 

73. For a program to be meaningful, participants comply with requirements. If participants are not 

regularly audited for compliance, it is possible that some members will take advantage of  

free-riding opportunities [74]. For a discussion of VEP effectiveness, refer to Khanna and 

Broule, 2009 [5] and Koehler, 2007 [6]. For a discussion on the role of credible information in 

ensuring VEP effectiveness, and the expected economic effects of participation for competitive 

and noncompetitive firms, refer to Stoeckl, 2004 [9]. For a discussion on the role of firm cost 

structure in predicting the effectiveness of labeling programs, refer to Amacher, Koskela, and 

Ollikiainen, 2004 [75].  

74. Rivera, J.; de Leon, P.; Koerber, C. Is greener whiter yet? The Sustainable Slopes Program after 

five years. Policy Stud. J. 2006, 34, 195–224. 

75. Amacher, G.S.; Koskela, E.; Ollikainen, M. Environmental quality competition and eco-labeling. 

J. Environ. Econ. Manag. 2004, 47, 284–306. 



Sustainability 2013, 5 2718 

 

 

76. De Feo, G.; de Gisi, S. Domestic separation and collection of municipal solid waste: Opinion and 

awareness of citizens and workers. Sustainability 2010, 2, 1297–1326. 

77. Valkila, N.; Saari, A. Consumer panel on the readiness of Finns to behave in a more  

pro-environmental manner. Sustainability 2012, 4, 1561–1579. 

78. Fudge, S.; Peters, M. Behaviour change in the UK climate debate: An assessment of 

responsibility, agency, and political dimensions. Sustainability 2011, 3, 789–808. 

79. Andersson, M.; Eriksson, O.; von Borgstede, C. The effects of environmental management 

systems on source separation in the work and home settings. Sustainability 2012, 4, 1292–1308. 

80. An extensive literature review revealed only two studies where greater regulatory pressures were 

found to be negatively associated with VEP participation [13,30]. In remaining literature, 

regulatory pressures have been positively associated with environmental management. 

81. This is a result of the rulemaking process, where regulatory agencies examine the potential 

impacts of a specific substance and determine standards for that substance. Agencies then decide 

how to apply the standard across heterogeneous firms that face different compliance costs, often 

with input from facilities through the public comment process. Resulting standards often do not 

apply uniformly across all regulated facilities [82]. 

82. Magat, W.; Krupnick, A.J.; Harrington, W. Rules in the Making: A Statistical Analysis of 

Regulatory Agency Behavior; Resources for the Future: Washington, DC, USA, 1986. 

83. Although “properly crafted regulation is often described as more likely to be performance based 

than prescriptive, as Stoeckl, 2004 [9] points out, this distinction is not necessarily valid. 

Theoretically at least, traditional regulation can be flexible or inflexible, depending on the nature 

of the policy.  

84. Porter, M.E.; van der Linde, C. Toward a new conception of the environment-competitiveness 

relationship. J. Econ. Perspect. 1995, 9, 97–118. 

85. Maloney, M.T.; McCornick, R.E. A positive theory of environmental quality regulation. J. Law 

Econ. 1982, 25, 99–123. 

86. One well-known example of strategic behavior is DuPont’s development of chlorofluorocarbon 

(CFCs) substitutes when research implicated CFCs in ozone layer damage. With patents on its 

substitutes, DuPont led industry support for the Montreal Protocol, which stipulated a 50% 

reduction in CFC production, gaining competitive advantage by shutting former competitors in 

the CFC market out of the new substitute market [15,23]. 

87. Baldwin, R.; Cave, M. Understanding Regulation: Theory, Strategy, and Practice; Oxford 

University Press: Oxford, UK, 1999. 

88. Johnstone, N.; Glachant, M.; Serravalle, C.; Reidinger, N.; Scapecchi, P. Many a Slip ‘Twixt the 

Cup and the Lip: Direct and Indirect Public Policy Incentives to Improve Corporate 

Environmental Performance. In Environmental Policy and Corporate Behavior; Johnstone, N., 

Ed.; Edward Elgar Publishing, Inc.: Northampton, MA, USA, 2007; pp. 88–141. 

89. Jones, C. What’s regulation got to do with it? Examining the impact of regulatory intensity on 

facility environmental management and performance. Ph.D. Thesis, Portland State University, 

Portland, OR, USA, 2008. 

90. Concentration refers to distribution of production within an industry; that is, the number of 

businesses in the industry and the share of production each contributes. Concentrated industries 



Sustainability 2013, 5 2719 

 

 

are those which are dominated by a few large companies responsible for most of the output. 

Unconcentrated industries have fewer dominant firms and are closer to perfectly competitive. 

91. Innes, R.; Bial, J.J. Inducing innovation in the environmental technology of oligopolistic firms.  

J. Ind. Econ. 2002, 50, 265–287. 

92. Salop, S.C.; Scheffman, D.T. Raising rivals’ costs. Am. Econ. Rev. 1983, 73, 267–271. 

93. Frondel, M.; Horbach, J.; Renings, K. End-of-pipe or Cleaner Production? An Empirical 

Comparison of Environmental Innovation Decisions across OECD Countries. In Environmental 

Policy and Corporate Behavior; Johnstone, N., Ed.; Edward Elgar Publishing, Inc.: 

Northampton, MA, USA, 2007; pp. 174–212. 

94. Simpson, M.; Taylor, N.; Barker, K. Environmental responsibility in SMEs: Does it deliver 

competitive advantage? Bus. Strat. Env. 2004, 13, 156–171.  

95. Boiral, O. Corporate greening through ISO 14001: A rational myth? Organ. Sci. 2007, 18,  

127–146. 

96. Jones, C. Voluntary environmental program participation in selected Oregon manufacturing, 

construction, accommodation, and transport sectors: Perceived influences on participation and 

effects on effort and outcomes. Master of Environmental Management project, Portland State 

University, Portland, OR, USA, 2007.  

97. Berrone, P.; Gomez-Mejia, L.R. Environmental performance and executive compensation: An 

integrated agency-institutional perspective. Acad. Manag. J. 2009, 52, 103–126. 

98. Henriques, I.; Sadorsky, P. Environmental Management Systems and Practices: An International 

Perspective. In Environmental Policy and Corporate Behavior; Johnstone, N., Ed.; Edward Elgar 

Publishing, Inc.: Northampton, MA, USA, 2007; pp. 34–87. 

99. Arimura, T.; Hibiki, A.; Johnstone, N. An Empirical Study of Environmental R&D: What 

Encourages Facilities to be Environmentally Innovative? In Environmental Policy and Corporate 

Behavior; Johnstone, N., Ed.; Edward Elgar Publishing, Inc.: Northampton, MA, USA, 2007;  

pp. 142–173. 

100. When size is measured in terms of sales or revenues, results are less consistent. Studies have 

found either no significant relationship between revenue level and environmental management 

effort, or that relationships are nonlinear, with midsize organizations exhibiting greater effort 

than other organizations [9,13,101,102]. 

101. Navaretti, G.B.; Vendels, A.J. Multinational Firms in the World Economy; Princeton University 

Press: Princeton, NJ, USA, 2004. 

102. Stuart, A. Is going public going out of style? CFO Magazine, May 2011. Available online: 

http://www.cfo.com/article.cfm/14570187 (accessed on 3 February 2013). 

103. Herremans, I.; Herschovis, M.S.; Bertels, S. The influence of competing logics on corporate 

environmental action. J. Bus. Ethics 2009, 89, 449–472. 

104. Gadenne, D.L.; Kennedy, J.; McKeiver, C. An empirical study of environmental awareness and 

practices in SMEs. J. Bus. Ethics 2009, 84, 45–63. 

105. Masurel, E. Why SMEs invest in environmental measures: Sustainability evidence from small 

and medium-sized printing firms. Bus. Strat. Env. 2007, 16, 190–201. 

106. Regnier, E.; Tovey, C. Time horizons of environmental versus non-environmental costs: 

Evidence from US tort lawsuits. Bus. Strat. Env. 2007, 16, 249–265. 



Sustainability 2013, 5 2720 

 

 

107. Bendell, J.; Kearins, K. The political bottom line: The emerging dimension to corporate social 

responsibility for sustainable development. Bus. Strat. Env. 2005, 14, 372–383. 

108. Marshall, R.S.; Cordano, M.; Silverman, M. Exploring individual and institutional drivers of 

proactive environmentalism in the US wine industry. Bus. Strat. Env. 2005, 14, 92–109. 

109. Gouldson, A.; Sullivan, R. Corporate environmentalism: Tracing the links between policies and 

performance using corporate reports and public registers. Bus. Strat. Env. 2007, 16, 1–11. 

110. World Stock Exchanges. Top ten stock exchanges in the world. Available online: 

http://www.world-stock-exchanges.net/top10.html (accessed on 3 February 2013).  

111. Baron, D.P. Morally motivated self-regulation. Am. Econ. Rev. 2010, 100, 1299–1329. 

112. Baron, D.P. Private politics, corporate social responsibility, and integrated strategy. J. Econ. 

Manag. Strat. 2001, 10, 7–45. 

113. Conventional profit-maximizing theories also explain why different firms choose different 

strategies, based on the variation in marginal abatement and transactions costs across firms. 

Profit-maximizing firms choose the level of pollution abatement that equates their marginal costs 

with their marginal benefits, or implement voluntary initiatives to the extent that the marginal 

transactions costs are equal or less than the marginal benefits of the initiative [5,114]. Utility 

maximization does not refute these assumptions, but can also explain variations in strategy that 

are not based strictly on profit motivations.  

114. Segerson, K.; Miceli, T.J. Voluntary environmental agreements: Good or bad news for 

environmental protection? J. Environ. Econ. Manag. 1998, 36, 109–130. 

115. Busch, T.; Hoffmann, V.T. Ecology-driven real options: An investment framework for 

incorporating uncertainties in the context of the natural environment. J. Bus. Ethics 2009, 90, 

295–310. 

116. Simon, H.A. A behavioral model of rational choice. Q. J. Econ. 1955, 69, 99–118.  

117. Wu, J. Environmental compliance: The good, the bad, and the super green. J. Environ. Manag. 

2009, 90, 3363–3381. 

118. Other studies have indicated that the perception that the environment is an important issue is a 

determinant of a variety of proactive environmental management strategies, including: the 

presence of an environmental plan or EMS, third-party EMS certification, the number of 

environmental management practices, and participation in a VEP [18,98]. While not an attitude 

per se, this perception may reflect a manager’s understanding of the importance of the 

environment to business operations, thereby moderating other institutional influences. 

119. Crossland, C.; Hambrick, D.C. How national systems differ in their constraints on corporate 

executives: A study of CEO effects in three countries. Strateg. Manag. J. 2007, 28, 767–789. 

120. Barker, V.L., III; Mueller, G.C. CEO characteristics and firm R&D spending. Manag. Sci. 2002, 

48, 782–801. 

121. Johnson, L.K. Do CEOs matter? MIT Sloan Manag. Rev. 2002, 43, 8–9.  

122. Cordano, M.; Frieze, I.H. Pollution reduction preferences of U.S. environmental managers: 

Applying Ajzen’s theory of planned behavior. Acad. Manag. J. 2000, 43, 627–641. 

123. Brockner, J.; James, E.H. Toward an understanding of when executives see crisis as opportunity. 

J. Appl. Behav. Sci. 2008, 44, 94–115. 



Sustainability 2013, 5 2721 

 

 

124. Buysse, K.; Verbeke, A. Proactive environmental strategies: A stakeholder management 

perspective. Strateg. Manag. J. 2003, 24, 453–470. 

125. Ostrom, E. Beyond markets and states: Polycentric governance of complex economic systems. 

Am. Econ. Rev. 2010, 3, 641–672. 

126. Ostrom, E. Policy analysis in the future of good societies. Good Soc. 2002, 11, 42–48. 

© 2013 by the authors licensee MDPI, Basel, Switzerland. This article is an open access article 

distributed under the terms and conditions of the Creative Commons Attribution license 

(http://creativecommons.org/licenses/by/3.0/). 


