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THE ENVIRONMENT IN THE BUSINESS STRATEGY: REVIEW
OF THE LITERATURE

Virginia Barba Sanchez Carlos Atienza Sahuquillo

Universidad de Castilla-La Mancha

Abstract

In an environment characterized by a global, dyeanand increasingly more
competitive economy, businesses must identify aidegms which enable them to
achieve higher profits than their competitors. Agcls the integration of an
environmental variable in business strategy is d@romoted as a potential source of
competitive advantages. Justifiable reasons fos thniclude that it can lead to
improvements in aspects as varied as product guatituced manufacturing costs or
the liberalization of new markets. However, it @ a simple task to draw a correlation
between an enterprise’s strategic environmentad\aehr and its success.

Most of the literature trying to explain this retetship has concentrated its
focus on a single, purely theoretical aspect; thnespropose the joint consideration of
various aspects and theories that will enable ueffer a more understandable and
enriching view of these behaviours. Therefore,dhgective of our work is to analyse
the integration of the environmental factor in mgevéal strategy using a three-point
perspective: focusing on the Resource-based Thebri@ompetitive Advantage, on

Dynamic Capabilities, and also on Corporate Sdresponsibility.

Keywords: Environmental strategy, resource-based theoryoadifipetitive advantage,

corporate social responsibility.
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1 Introduction

The current degradation of the environment is dnih@ subjects of utmost concern to
our society. Massive consumption of resourcesemailgy coupled with the generation
of a great amount of waste has created an enorthoeet to the environment, through
global warming, ozone layer reduction, air and watellution, and erosion and

deforestation, all of which require quick solutiof@el Brio and Junquera, 2003;
Banerjee, 2002; Murillo et al., 2004).

Although these problems are not particularly néws in recent decades that
they have begun to cause great social concern @AratP97) which has had an effect,
for example, on consumer buying behaviour. Now,idewariety of associations are
calling for compatibility between the productive tigity of enterprises and
environmental protection through good managememiatiral resources (Claver et al.,
2004). Enterprises must then adapt existing stiedegyy adopt new strategies to attend
to these demands and survive in an ever more campetnvironment. Moreover,
world governments also have societal demands indmaesigning control and
punishment mechanisms which minimize the impact tthe behaviour of both
consumers and enterprises can have over the natwiabnment (Banerjee, 2001).

However, it is clear that the situation of the ezptise with respect to the
environment is conditioned by the effects that sg@viactors have on it, whether they
are internal or related to the environment in wtitody operate. Of the former, the most
prominent are the resources and strategic envirotaheapabilities (in which the best
use of the resources already in existence or patergsources are considered)
developed from the incorporation of new environrakractivities. With respect to
environmental factors, enterprises are subjectréatgoressure from numerous agents,
among which are included stakeholders, the estab&st of environmental standards,
and even the barriers or obstacles generated bywehe same sector to which the
enterprise belongs, whose common interest is malkemgerprises reduce the
environmental impact of their industrial activitgdrt, 1995; Porter and Van der Linde,
1995; Sharma and Vredenburg, 1998; Claver et@D4p

The result is that not all enterprises are infasgeh in the same way by

environmental variables. Some of them try to redistinge and others attempt to adapt



to it by choosing an environmental strategy thadrgotees a better relationship with
pressure groups. Finally, there are those thabtmgfluence the change and even lead it
to take advantage of the creation of new competibipportunities. Many of them have
opted to certify and eco-label their products,mmorporate environmental management
systems, investing, for example, in new technogibat reduce raw materials
consumption and pollution from gas emissions (Faag Matute, 2006). Despite the
existence of these options, there are still a largeber of businesses that adopt passive
attitudes towards the conservation of the envirartmer those that respond to the
environmental problem only to comply with a compus standard or regulation
without a proper understanding of the policies angdironmental strategies involved
(Post and Atlman, 1992).

Therefore, the aim of our study is the analyses ¢hvironmental behaviour of
enterprises, starting with a look at the three ntlagoretical perspectives that provide a
referential framework. We will review the literaturabout the integration of the
environmental variable in the managerial strategg axamine the three previously
mentioned viewpoints: resource-based theory of aditive advantage, dynamic
capability and corporate social responsibility. ekfvards, factors which determine the
ecological strategy of the enterprise will be exgabs Finally, the main conclusions
obtained from our study will be presented.

2. Review of theliterature
The environmental commitment of the enterprise b@asome an important variable
within today’s competitive business atmosphere. Twestigation of an enterprise’s
organization with respect to environmental factoais gathered increasing interest only
recently. There are authors who state that ther@mwient, which had been ignored by
organizational theory until just a few years agda@in et al., 1995; Shrevastava,
1995) is now considered to be a new paradigm basethe enterprise-environment
relationship (Garrod and Chadwick, 1996; Baneig€8?2).

This paradigm proposes a reconceptualizationgdrzational theory to include
an environmental variable in its analysis. Herefiud a common point of reference
between Hart (1995) and Jennings and Zandbergéb)18oth articles establish the

subject of environment in direct relation with aesfic paradigm from the area of



organizational business knowledge. Hart (1995)nai&di his work within the context of
the resource-based view and proposes a scheméwathenvironmental strategies able
to generate the basic resources for the developofecbmpetitive advantages in an
organization: pollution prevention, product guaemntand sustainable development.
Likewise, Tennings and Zandbergen (1995) analyze dpplication of institutional
approaches to sustainability through three aspezisthe acceptance and value
assessment of organizational sustainability, b) twnstruction of social and
organizational contexts and the diffusion of sungthie practices and c) the introduction
of sustainability in the constituent, standard, eegllative rules.

These articles are key reference points in the alwaion of research on the
subject. Since the release of these two papeesatitre about the existing relationship
between the environment and businesses has beamsex; in table 1 we show some
of the latest studies produced in this field ofdgtto determine the present situation of
the research and speculate in what direction usheuld continue in the future. To
this end, we have been able to identify five masearch foci:

* Influence of the environmental factor in strategiecision-making.On this
subject studies have been done by Hart (1995); eJudgl Douglas (1998),
Sharma and Vredenburg (1998); Christmann (2000)Rugiman and Verbeke
(2000) each stating that environmental matters hasreasingly more influence
on business strategies (especially environmentatiegfies) focused on pollution
prevention, energy conservation, ecologically-canst product design, or the
use of non-polluting technologies which can leadntprovements such as a
decrease in production costs or an increase inugtaguality.

» Identification of the roles of public administratiand legislation as inductive
factors of environmental behavio(Del Brio and Junquera, 2001; Murillo et al.,
2004). The development of environmental legislagoa public policies is one
of the factors which has contributed to the incedasmportance of the
environmental variable in managerial decisions Rusnd Fouts, 1997; Angell
and Klassen, 1999; Henriques and Sadorsky, 199@nt# and Ruiz, 2002).

» Stakeholder theory within the environmental perspedGarrod, 1997). This
focus has received and continues to receive a gteak of attention from
researchers. Studies within this realm can be dividto four groups (Céspedes
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et al., 2003): a) studies emphasizing the role xtéreal stakeholders in the
evaluation of efficiency and environmental risk §8&$en and Vachon, 2003;
Sharma and Henriques, 2005; b) those that hightlglhimportance of interest
groups in making enterprises adopt communicationd anformation
programmes associated with the environment (Azaebra, 1997); c) those that
identify the most relevant lobbies in relation toveonmental matters and study
their influence on the environmental strategy deeprises (Buysse and Verbeke
, 2003; Céspedes et al., 2003); and d) other stuahalyzing the cooperation
between the enterprise and these groups (Delmd&g®; ZDollins and Usher,
2004).
Tablel. Main research lines

INE OF RESEARCH AUTHORS
Hart (1995); Judge and Douglas (1998); Sharma and

Influences on strategic decisio

making

Vredenburg (1998);Christmann (2000);Rugman and
Verbeke (2000)

Russo and Fouts (1997); Angell and Klassen (1999);
Henrigues and Sadorsky (1999); Rugman and

Influence of environmental regulatior

Verbeke (2000); Del Brio and Junquera (2001,
2003); Vicente and Ruiz (2002); Murillo et al. (200

Azzone et al. (1997); Garrod (1997); Delmas (2002);

Stakeholders Buysee and Verbeke (2003); Céspedes et al. (2003);

Klassen and Vachon (2003); Collins and Usher
(2004); Sharma and Henriques (2005)

Jones (1995); Fineman (1997); Bansal and Roth

The role of managers in environmen

(2000); Sharma (2000); Banerjee (2001, 2002); Del

matters

Brio and Junquera (2001); Aragén et al. (2004)
Sharma and Vredenburg (1998); Angell and Klassen

Introduction of good environment

(1999); Henriques and Sadorsky (1999); Christmann

practices

Source

(2000)

. own

The role of the management as an essential elemeasrivironmental strategy
developmentlone’s studies stand out (1995); Fineman (199Ms8&8aand Roth



(2000); Sharma (2000); Del Brio and Junquera (208Bnerjee (2002) and
Aragon-Correa, Matias and Senise (2004) who sketetop management has a
very important role in the process of adopting aemespectful attitude towards
the environment, as the level of managerial comeniimto these causes
determines the organization’s disposition to adapiew practices.

* The development of good environmental managemaantiges Authors such as
Sharma and Vredenburg, (1998), Angell and Klas4€99), Henriques and
Sadorsky (1999) and Christmann (2000) base thediet on the level of
incorporation of a series of good environmentaktficas to be able to develop
ways to measure the environmental consciousndassiorplications as it were.
Most of the literature that has attempted to expthe environmental strategic
behaviour of enterprises has focused on a puraygrétical aspect. Murillo
(2007) states that it is not enough to study thiatiomship between the
environment and managerial strategy. According h@ tauthor, the joint
consideration of different views and theories eeshis to offer a better and
more enriching view of these behaviours. For tieason, our study is based
around three foci: the Resource-based Theory of getitive Advantage,

Dynamic Capabilities, and Corporate Social Resilityi

3. Focus on Resource-based Theory of Competitive Advantage, Dynamic
Capabilities, and Social Cor porate Responsibility

The complexity that has characterized environmeotaicerns in recent years, from
both supply and demand perspectives, has beerofmupd that the degree of analysis
and comprehensive knowledge acquired up to thistp®inot yet sufficient to allow for
the creation of a sustainable competitive advantdemci regarding the internal
operations of an organization are considered raleteathe field of managerial strategy
(Claver et al., 2004) therefore there are manyshgative studies that use ideas from
the resource-based view (Wernerfelt, 1984; Bard®@1; Hart, 1995) to explain the
generation of sustained competitive advantages fthe strategic resources and
capabilities possessed heterogeneously by a besiagthey are valuable and difficult

to imitate or substitute.



Due to the fact that the main criticism to thisrgaf view is its static nature and
that it does not take the environment into accowet,will also analyse the dynamic
capabilities perspective, as enterprises face ar-changing environment where
customer preference is subject to change and temiynas in a constant state of
evolution (Grant, 1991; Aragdn and Sharma, 2003).

Finally, we will also examine managerial ethics ath@ Corporate Social
Responsibility (CSR) perspective, as they have lmasolidated in a new paradigm
due to the change the latter has produced in thee veystem. There has been an
increase in the ecological and social consciousagsgizens that has in turn redrawn
the demand curves of most markets and implicated ube of CSR criteria by
businesses, thereby allowing them to project atipesimage to all interest groups and

contributing to the improvement of their reputati@iieto and Fernandez, 2004).

3.1 The Resource-based Theory of Competitive Aalgarikocus

Within the various analyses of this theory theréack of homogeneity among authors
regarding the distinction between resources andhibies. In fact, the literature tends

to use the word “resource” in two ways: in a breahse, as capabilities, and in a
stricter sense, which provides a distinction betwde concepts (Marin et al., 2004).
With respect to the latter, Grant (1991) and Amitd aSchomaker (1983) define

resources as the inputs upon which the enterpgisesrand through which its activities

are performed. No income is produced on its owthera adequate coordination of
resources is needed to gain competitive advant&yeshe other hand, capabilities can
also be more precisely defined; they consist of &bdity to adequately manage

resources to perform a task within the enterprise.

Hart (1995) and Sherma and Vredenburg (1998) statiethe situation of the
enterprise in relation to the environment is candeed by environmental resources and
capabilities, where newer and better uses for thentonsidered, in the same way their
uses are developed through decisions based on tierporation of new
environmentally-conscious activities. Thereforathim the intellectual capital of an
organization, we havenvironmental Capita{Claver et al., 2004: 12). This is defined
as the enterprise’s increasing value due to theilien assets generated by the

combination of quality management of knowledge ahd incorporation of the



environmental variable (Poter and Van der Linde95l9Hart, 1995, Sharma and
Vredenburg, 1998, Rugman and Verbeke, 2000).

Enterprises that manage environmental capital aveerflexible because they
adapt more easily to new dynamics than their conopet because the creation,
transfer, and application of this knowledge allothem to offer environmentally
respectful products and services to the market tuedefore, generate intangible assets
that will contribute to raised market and actudlegClaver et al., 2004).

On the other hand, environmental management has laefined as
organizational capability because it allows for tledficient coordination of
heterogeneous resources (raw materials, technotoggan resources, etc.) both inside
and outside the enterprise (Hart, 1995; Judge aodgdls, 1998; Sharma and
Vredenburg, 1998). Even Aragon and Sharma (20083 kat up parallelisms between
dynamic capabilities and environmental managemeoalse it is developed by means
of a specific and identifiable process through Wwhicanagers can integrate and shape
their organizing capabilities (Eisenhardt and Mar&000; Teece et al., 1997).

3.2 Dynamic Capabilities Focus

This focus permits us to resolve some deficienbieright to light in the resources
vision, above all, in considering the effects d# fassing of time and the evolution of
capabilities. This theory illustrates the need ofeeprises to alter their resource base
and capabilities to be competitive and to generete strategies that create value.
Dynamic capabilities are defined by Teece et @97l 516) as the ability to build,
integrate, and reconfigure internal and externainmpetencies to react to quickly
changing surroundings.

According to Prahalad and Hamel (1990), dynamicabdipes arise from
collective learning of an organization especialhatt relating to coordination of
production techniques and integration of techn@sgand is based, above all, on
intangible assets, particularly on the organizati@nd technological knowledge of the
enterprise. Based on ideas from this perspective,competitive advantages of an
enterprise lie in their organizational and managerocesses, called ‘routines’, which
are determined by their tangible assets, technolmglystrial property, relations with

suppliers and customers, and by strategic alteestvithin their reach (Grant, 1991).
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It has also been stated that the development ofardi; capabilities is
determined by learning mechanisms such as repetiti@l and error, and experience,
as well as the same market dynamism (Eisenhardifantin, 2000).

Although this focus is different from that of rescerbased view because of the
inclusion of dynamism in the model, both of thenowhthe importance of internal
business resources, especially those that aregibtan among which an enterprise’s
environmental capital is found (Claver et al., 20G4urthermore, some studies based on
these two focuses state the existence of a positiaion between environmental
practise and the generation or reinforcement ofamimational capabilities that
eventually enable the improvement of results (HE985; Russo and Fouts, 1997; Judge
and Douglas, 1998; Sharma and Vrendenburg, 199&saimann, 2000).

Thus, Sharma and Vredenburg (1998) and Christm@@00) suggest the
existence of three organizational capabilitiesrimtmed with the environment: 1) the
capability to join together with the organisms amstitutions that surround the
enterprise and affect their development (e.g. we#gulorganisms or environmental
organizations), fostering better relations and lepposition to development; 2) the
capability to promote learning processes and iserelnowledge as the company
explores new alternatives and creates new intefpoes of existing information, and 3)
the capacity for continuous innovation, understagdihat a greater wealth of
perspectives and analysis in the learning procassibute to the continuous generation
of technological, organizational and operationabwations (Carmona et al., 2003).

On the other hand, Aragon et al. (2005) have ssdettiree of the organizational
capabilities to which the literature has paid matéention: suitable management
capability of pressure groups (Hart, 1995; Henrsqaed Sadorsky, 1999; Sharma and
Vrenderburg, 1998), strategic pro-activity (Aragd@97; Sharma and Vrenderburg,
1998) and patrticipative leadership (Hart, 1995;9®uend Fouts, 1997).

3.2.1 Capability to manage environmental interedtpressure groupslihe capability

to manage the interests of pressure groups (iketstéders) has been considered a key
indicator of organizational efficiency (Venkatramamd Ramanuja, 1986). The pressure
applied by these groups has been cited as a fédbcontributes to the environmental

advances of enterprises(Henriques and Sadorsky),1B8ing that many studies have
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shown that managers’ perceptions with respectaoesiolder interest have an influence
on the ecological responsibility of management @armand Roth, 2000). Sharma and
Vredenburg (1998) point out the importance of thpacity to integrate pressure groups
in the assessment of needs and implications ofr@mwiental strategic practises. This
capacity is defined asthe ability to create confidence through a colladbre
relationship with pressure groups, especially thosgéhout economic interests”
(Sharma and Vrenderburg, 1998: 735). As for Hemsgand Sadorsky, they show that
enterprises that act with environmental consciossnesually consider these pressure
groups to be important and also have the courtedynacessary resources to actively

solve their environmental problems.

3.2.2. Organizational learning capabilityThis capability has been emphasized in
different ways in literature about environmentalpailities: high-level learning
involving the identification and use of new combltioas of resources (Sharma and
Vrenderburg, 1998); the organizational obligationinnovate and develop workers’
skills; discovery of talent, ideas and exteriorhtealogies (Russo and Fouts, 1997).
Young and Tiller(2006) define it as the entrepreneurial capabiiitygenerate and
generalize ideas that impact multiple frontiers dnwiness practises, by means of
specific business administration initiatives. Thaapability is composed of three
fundamental parts: 1) acquiring, discovering, énggtand promoting ideas; 2) sharing
ideas internally in the organization and 3) detectand correcting problems that may
lead to failures in the two previous parts.

Pro-activity has been indicated as a key dimensionrganizational learning
capabilities. The pro-activity of an enterprise densidered to be a favourable
contribution to the development of environmentgbragimations. Aragon (1997) and
Sharma and Vrenderburg (1998) show empirically thatroactive strategy promotes
the adoption of a more advanced environmental stanc

Knowledge, which can be considered the most impbd#aategic resource, is
among the resources generated by organizationahihga capability. The ability
(organizational learning) to share this knowledgethe most important factor in
creating and keeping a competitive advantage. eSkHart’s pioneering work (1995),

literature about environmental management has émtusn the importance of the
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participation of all workers in the organizationater empirical works have widely

strengthened support for this point (Aragon, 198Farma and Vrenderburg, 1998).
Specifically, Ramus and Steger (2000) showed tmapl@yee perception of open

managerial behaviour towards making participativé democratic decisions and, more
precisely, supporting of the idea of communicatétiaring, promotes the development
of environmental initiatives in an enterprise. Tareximity of a leader to his employees
in small enterprises makes this direct communiocatiasier.

Organizational learning capability not only leads the development of
entrepreneurial capabilities but also to compeditadvantages in terms of improved
efficiency, cost reductions, higher productivity dant also triggers continuous
innovation capability. The literature considers amgational learning a fundamental
element for the improvement of an enterprise’s cetitipeness (Fiol and Lyles, 1985;
Dodson, 1993; Brockmand and Morgan, 2003). For d@hid other reasons, enterprises
with a higher learning capability are thought to ipere sensitive to changes and
tendencies in the market. They are usually morelfle and answer more quickly than
their competitors to such changes because orgamaatlearning provides for the
creation of new useful knowledge for making decisian the enterprise, allowing for
more complete adaptation to the environment andeased efficiency capabilities
(Snell et a1 1996).

3.2.3. Continuous innovation capabilitpnovation is defined as an advance applied to
the technical development of an industry (Mandadd Bernandez, 2003) because it
involves a new product, service, practice, proeesor technology (Schumpter, 1939)
as well as contributions from other sources of ke knowledge. The practice of
innovation provides an endless source of competiigvantages (Nieto and Quevedo,
2005), that is, provides distinctions within indiet sectors and allows enterprises to
anticipate the movements of their competitors.

So, the socioeconomic welfare and developmenttefrdory depends, to a great
extent, on the degree of innovation generated aitth, more and more intensity, on
research and development activities. The intermalegation of knowledge through
investment in R&D (Research and Development), humesource training, industrial

property, organizational design or information tealogy, among others, permits
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interaction among individuals and enterprises aoditpely influences innovation,
resulting in new values and creation of wealth (ldarh999).

Moreno and Vargas (2004) state that continuousviatian is a key element to
achieving entrepreneurial success, since the mh&gments of the enterprise can be
improved through adaptation and optimization ofotgses, R&D activities, with
completely new technologies, or also with the reoimation of those previously in
existence. Furthermore, intangible elements oktiterprise are also improved, such as
industrial property, technological knowledge, am@ tculture, rules and values that
support structural flexibility and organizationddanges. Camison and Lapiedra (1999)
point out that successful enterprises base thempetitiveness on the values that
facilitate innovation in enterprises, adapting aoptimizing their resources and
capabilities, which are difficult to reproduce oriiate by competitors.

In sum, given the opportunity these organizatiomsources and capabilities
which are reinforced by environmental analysis wqubsitively affect business activity
by enabling the reduction of costs or by increasthg level of organizational
differentiation (Hart, 1995; Sharma and Vrenderba&p8; Christmann, 2000).

3.3. The Corporate Social Responsibility Focus

Traditional business objectives used to base thelivities solely around obtaining
benefits and ensuring shareholder satisfaction, fmw these interests are being
complemented by others related to the environmedtrauman rights, thus, there is a
growing connection between ethics and businessraff@arcia-Gonzélez and Boria,
2006). Numerous facts prove this relationship, artipular we would like to reference
the following: the existence of pressures from alogroups, the improvement of the
business image, market concern for the environmemd, the use of environmental
policies to achieve competitive advantages (Angall Klassen, 1999; Del Brio and
Junquera, 2003; Martin and Diaz, 2006). This hasezha social change that promotes
CSR in enterprises, defined dabé long-term entrepreneurial commitment to worthwi
the environmerit (Garcia-Gonzalez and Boria, 2006: 3); for thigssen enterprises
voluntarily incorporate social and environmentateecra into their economic activities

and business relationships (European Committee})200
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There are three basic distinctions within CSR (Gzagl., 1995): the economic,
socio-cultural, and environmental areas. Differestplanations of the social
performance of an enterprise can be found in eaged; all of which imply positive
results for the social environment, but with diffiet origins, intensities, and strengths
(Burguillo and Garcia, 2005). The origin of thegrfprmance is marked by the belief
that the enterprise is a social entity and musfop®r as one. This origin has a
considerable influence on the intensity of botlelinal and external social importance of
the enterprise as well as on its strength and emder(De la Cuesta and Valor, 2003).

In this research study, we will focus on the enwnent, and continue with a
look at the development of new products, the locatf new production centers,
investments in R&D, the development of new techges and the change in the
product and process design, as examples of sitabeginess growth influenced by
environmental variable@riones and Laborda 2006: 17). As such, we wildgtthe
integration of the environment into the stratedi@nping process, as the use of CSR
practices contributes to the improvement of a lesshreputation and prestige, and can
even become a competitive advantage (Nieto anddRdez, 2004).

The development of CSR has been possible becausbkamiges in social value
systems, especially apparent in developed counfwesre there is more concern for
environmental damage, discriminatory working pi@gi human rights, etc.). These
changes have been associated to three main f@liets and Fernandez, 2004):

- An increase in regulationsRegulations have come from several different
international sources (UN, OECD, EU, etc.) and &sm more local governing
bodies demanding that all economic agents respées of various natures that
seek the general benefit of humanity.

- Consumer market pressurédday’s consumer markets are gradually revealing
the trend that a growing number of consumers choasggonsible consumption
technigues by searching for ecological productthose produced according to
CSR criteria (fair trade, frugal use of non-renelwatesources, fair working
conditions, etc.)

- Financial market pressure®ressure on the financial market is the most recent
change. In the stock markets, the group of invesidro wish to make socially

responsible investments, in particular in funds anderprises that adhere to

15



good CSR practises, is increasing. Research ekigtsindicates that investors

are not acting purely on altruistic values, butheat because a positive

correlation has been found between social and diaanperformance

(enterprises with a higher level of CSR have fesanctions, higher quality

management, better reputations, and are more tatgan the recruitment and

retention of the best employees).

Gallego (2006) presents two main factors that hegleenterprises to adopt CSR
criteria: a) on one hand, a higher level of soc@ahsciousness worldwide, with
public opinion increasingly critical of the negatieffects of globalization and with
the proliferation of associations and initiativehieh have been established to
address this matter in recent years, through neergmental organizations,
foundations, standardizing institutions, etc.; bl @n the other hand, the increased
diffusion among businesses of a number of advaastaffered by CSR, not only as
a defensive strategy which lets them, for instapeetect themselves from possible
sanctions or lawsuits but also as a more offensirstegy used to create value. All
of this is the effect of the higher importance giie social criteria in consumers’
shopping decisions.

Generally, individuals are not willing to consumeogucts or services from
enterprises that are known to act unethically. Withgard to growing
competitiveness and increased accessibility ofrmétion to a greater percentage of
the population, enterprises feel more forced thaer do adopt CSR practises
(Gallego, 2006).

4. The ecological strategy of the enterprise

Environmental affairs have progressively more iaflce on business strategies,
bolstering so-called environmental or ecologicahtsggies, focused on pollution

prevention, energy conservation, ecological prodesign, the use of non-polluting

technologies, consumption reduction or recycling] the use of recycled materials
which may lead to improvements such as productmst ceductions, increases in
product quality, or the opening of new markets. (fiaand Diaz, 2006; Fraj and

Matute, 2006).
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According to Aragén (1997) and Sharma and Vredemb(1998), the
environmental strategy of the organization mateméal around the selection of a
series of environmentally-conscious practices begithin the enterprise and the
degree to which these practices are developed andlinated. Other authors like
Buysee and Verbeke (2003) suggest that a busieegsonmental strategies can be
characterized according to three classificationgsé that seek only to comply with
the law; those that focus on detailed practices clwhsimultaneously and
immediately allow for environmental and competitimeprovements, and, finally,
those practices which are more proactive.

In fact, there are a lot of classifications of @owmental strategies, but two
extreme positions normally distinguished in therhture are: a) environmental
reactivity, typical of enterprises that seek noghimore than compliance with the
law and introduce only minimal changes, this inelsidncreases in pressures
resulting from legislation and by the actions ohest interest groups such as
consumers, shareholders and the community whererttegprise is located (Russo
and Fouts, 1997; Angell and Klassen, 1999; Hensqued Sadorsky, 1999) and b)
environmental pro-activity, which is a sign of ti@wing social sensitivity towards
the environment and includes voluntary measures réduce the impact on the
environment. Authors such as Sharma and Vredend@@g), Angell and Klassen
(1999), Henrigues and Sadorrsky (1999) and Christm({@000), have developed
ways to measure the pro-activity, conscientiousn@sgnvironmental implications
basing the method mostly on the degree of incotmoraof good environmental
practices.

But the activities carried out by businesses cawy based on the fact that the
integration of these variables can take place fétrdnt strategic levels (Gonzéalez-
Benito and Gonzalez-Benito, 2005), depending onapenal perception of the
importance of these variables (Benerjee, 2001peimeral, those enterprises whose
economic activity has a great impact on the enwiremt will be more likely to be

concerned about carrying out environmental strategt all levels.
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4.1. Conditioning factors to ecological strategies

Motivations or factors that lead enterprises toodtice systems of environmental
management are varied and have been graduallyiegol&ccording to Cruz et al.
(2005), we can categorize the main reasons in tovadby defined groups:

1) Internal reasons Those which improve the quality of a product/ssgy
managerial objectives, cost reductions, improvemarit the organizational
infrastructure, the promotion of management quakt§iciency controls, and
increases in employee satisfaction.

2) External reasons or those with market origirhose related to customer
demands, continuations of market trends, promotainthe corporate image,
pressures from competitors, the development of mearkets, growth in
international competitiveness, and increases irketgremiums.

Next, we will show some of the factors identifieg dconomic literature as having
an influence on the limits on the development ofiemmental strategy (Del Brio and
Junguera, 2003; Fraj and Matute, 2006):

-Financial resources: The scarcity of financialoteses is a limiting factor in the
environmental development of enterprises (Nocidedyanti, 19).

-Human resources: Environmental management is sivenn human resources and
relies on the development of tacit skills throughpéoyee involvement (Hart, 1995).
-Organizational structure: It is easier to introglmvironmentally-friendly practices in
enterprises with a well structured and standardarg@nization, ie. large businesses

(Alberti et al., 2000).

-The executive role: Executive attitudes concerrimg environment have a decisive
influence on the environmental performance of amerpnise. In order for an
enterprise to decide to initiate control practices introduce “environmental
management systems” executives must previously Wwarea of the origin of
opportunities and threats in their sector which niewe an influence on their
environmental activities (Claver et al., 2006).

- Environmental interest groups: Governments, coresg, competitors, and clients to
name a few. Their interest in environmental predectdrives them to pressure

enterprises to adopt environmental practices (Dglamal Toffel, 2004).
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It must be clarified that these factors cannot &kem into account as solitary
elements, on the contrary, they are strongly ietated. They are all necessary
elements to preserve the coherence and effectiverds the introduction of

“environmental management systems” in an enterj@sez et al. 2005).

4.2. Obstacles to ecological strategy adoption

According to Wood (1991), the improvement of sogatformance in an organization
or enterprise entails changing its behaviour taiceddamages and produce beneficial
results for society.

However, in addition to the agents that pressuseiagses to adopt ecologically
responsible measures with possible advantage® itbealso a series of obstacles that
get in the way of their incorporation. (Murillo at., 2004). Some authors as Hillary
(2003), Izaguirre et al. (2005), classify the baEsito the application of an ecological
strategy into two types: internal and external.

4.2.1. Internal barriers

* Obstacles related to organization: the limited camant of employees and
executives to the social environment, together wirisufficient training or
qualifications and a lack of information, resultdram the limited knowledge of
environmental problems on behalf of both manageds@nsumers (Hillary, 2003;
Murillo et al., 2004; Izaguirre et al., 2005).

» Executives” negative attitudes: regarding enviramadematters, whether it is the
result of an unfavourable entrepreneurial culturat tgives little importance to
environmental research or for their perceptionrofi®nmental pressures as a threat,
they are a major obstacle to the introduction ofrenadvanced approaches to
environmental management in a business.

» Technical and technological problems: these probleam range from uncertainty to
the high cost associated with the incorporationefer and cleaner technologies or
even the lack of benefits from economies of scalethe expiration of old

technologies, etc. (Murillo et al., 2004).
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» Other internal barriers: these handicaps may irch@s$ource scarcity, problems in
strategic and organizational adaptation, and tH&culties associated with the

introduction of “environmental management syste(hsliary, 2003).

4.2.2. External barriers

e Future investments: Post and Altman (1992) considerestment in clean
technologies or the high cost of ecological prgees well as the introduction and
certification of environmental management systemssame of the reasons why
ecological strategies are not introduced. Howewaecording to lzaguirre et al.
(2005); the point in question is whether such casts be balanced through the
creation of higher and longer term profitability as result of improved
competitiveness.

» Inadequate regulation: several authors criticizedtrrent regulations for their lack
of flexibility in methodology and time allowed f@daptation, lack of information,
and favouritism towards the adoption of controhtggies over those of prevention.
Not to mention the cost of certification and theklaof support and orientation
(Hillary, 2003; Murillo et al., 2004)

» Shareholder pressure: there are authors who sesupeefrom this group as an
obstacle because the ecological strategy can rexfueaterprise’s profitability in the
short term, and, therefore, investors’ dividendaguirre et al., 2005).

» Uncertainty: associated to a poor development efehvironmental supply sector,
which translates into a shortage of information wbalean environmental
technologies and an insufficient supply of machyreand equipment for the change,

as well as scarcity in environmental assessorsansultancies (Murillo et al., 2004)

4.3 Competitive advantages derived from adoptingranronmental strategy

Rivera and Molero, (2002) state that the high cestsociated with environmentally-

conscious activities and the little competitive adtages obtained can discourage
enterprises from taking action. However, Ottmar9g)Sstated that the enterprises that
target the ecologically aware consumer segmentat@advantage of being the first to
offer less contaminated products. Years later,dPaoid Supino (1999) argued that the

quality of the environmental information the entese reports about its activities might
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be its biggest source of competitive advantage wadssking to gain customer loyalty.

Furthermore, Claver et al. (2004) state that castngs from the reduced use of raw

materials and energy and the improvement of pradeicprocesses can become

competitive advantages for enterprises as well. sThihese advantages can be
distinguished into several classifications inclgdiiShrivastava, 1995a; Christmann,

2000):

e« Cost advantages Environmental practices can reduce the generatscmf
enterprises, as the correct arrangement and optiimizof natural resources reduce
the consumption of energy, water, raw materials dhd exploitation and
minimization of waste (Shrivastava, 1995b; Portad a/an der Linde, 1995).
Christmann (2000: 668) says that integrating emwirental practices before
competitors or anticipating new regulations cantigbute to cost advantages in
three ways:

1- Anticipation minimizes disruptions in the protioa process associated with the
development and incorporation of required techneksg

2- Enterprises that address environmental mattesteif can obtain a competitive
advantage as per the learning curve;

3- Integration of environmental matters before #ppearance of a compulsory
regulation can influence the eventual developmédng aelated legislation, thus

providing an advantage to pioneering enterprises.

« Advantages to differentiatiolsome specific practices contribute to the achies
of competitive advantages of differentiation, sumh the result of redesigning
containers and products in an environmentally retfpemanner, developing new
products and advertising the benefits derived fitbiln change (Reinhardt, 1998;
Peattie, 1997). This must be supported by the dpwebnt of an image or marketing
plan that assures the environmental characteristicthe product to the client
(Carmona et al., 2003).

5. Conclusions
The objective of this article was to analyze theegmation of the environmental
variable in business strategy. The identificatidnttee causes behind any strategic

decision, like this one, is essential to be ablefully understand it. Using the
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contributions from the three viewpoints that haeer studied, a theoretical synthesis

has been provided to explain the distinct stratbgitaviors of businesses with respect

to environmental matters. Therefore, principle ¢osions are:

Organizational resources and capabilities reifdroy environmental analyses
generate positive implications in business actsiths a consequence of reduced
costs or through an increase in the degree ofrdifteation in the organization.
The degradation of the environment, rising customeéemand for
environmentally-friendly products, greater accatigtb to information
(including environmental), environmentally-cons@olegislation, and rapid
advances in technology all influence the adoptidn GSR practices by
enterprises looking to improve their reputationd prestige (Nieto y Fernandez
Gago, 2004).

Environmental strategies, focused on pollution pregvn, energy conservation,
ecological product design, utilization of non-ptilhg technologies, waste
reduction or recycling, and the use of recycledemail lead to improvements in
aspects as diverse as product quality, manufagtuwast reduction, or entrance
into new markets (Claver, Lépez, Molina y Zarago2@04; Fraj y Matute,
2006; Martin Pefia y Diaz, 2006).

Due to the influence of a wide variety of factonsluding the effects of public
and social interest, public administrations, andvirenmental legislation,
competitive advantages, and even executive obtigabusinesses are becoming
more conscious of their environmental responsiédit thus raising overall
environmental awareness.

By way of environmentally-conscious practices gmiees may achieve
competitive advantages from cost savings, R&D itmesit, or the possibility of
entering new markets. In short, the perceptionthedse advantages is a
determining factor in the acceptance and applinaticenvironmental strategies.
Managerial obligation plays an important role ie ffrocess of adopting a more
respectful attitude towards the environment (Aragélatias y Senise, 2004).
The disposition of business executives to changsieg practices is determined
by and dependent upon the level of commitment Lz to the cause (Riveray
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Molero, 2002). Therefore, the ideals, values, arehdhe lifestyle of executives
have repercussions on the development of envirotahsinategies in a business.
- Internal barriers must be taken into account asrtam obstacles to the adoption
of environmental protection measures. However, #hagers are aware of a
barrier, whether external or internal, in the eomnmental strategy of the
enterprise that appears to be an obstacle to @E®gteeir perception will be
negative when adopting environmental practices t(Rowl Altman, 1992;

Izaguirre et al., 2005).
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