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1 INTRODUCTION 

Environmental management in industry has attracted increasing attention since the 1980s. 
This is expressed by the growing interest of companies in environmental reporting, the use of 
environmental aspects in communication and marketing, the introduction of environmental 
management systems, and the introduction of organic products. Despite this flurry of 
activities, insight into the behavior of companies is still limited. Unanswered, for example, are 
questions such as: What do companies really do to green their business? How can the actual 
environmental performance of companies be assessed? And what are the drivers for 
companies to green their production processes and/or products? This study aims to fill these 
gaps in understanding by means of a case study in the Dutch dairy industry. The analysis of 
one sector of industry allows for a valid comparison between companies, as the external 
context in which these companies operate is relatively constant. They all face the same 
regulatory pressures and market conditions. Therefore, this study mainly focuses on the 
internal characteristics that can explain the differences in companies' environmental 
performance. 

1.1 A brief history of corporate environmentalism 

For most of industrial history, environmental issues did not play any role. It was only in the 
1950s that environmental issues were acknowledged for the first time by the attention given to 
the human health effects of industrial processes (Fussier, 1996). Examples are Britain's 1956 
Clean Air Act as a response to lethal air pollution and the awareness of Japan's mercury 
pollution in Minamata Bay. In the 1960s, this concern was extended to ecosystems by Rachel 
Carson's (1962) The Silent Spring, in which the environmental damage by chemicals was 
depicted in chilling detail. The resulting turmoil produced a multitude of environmental laws 
over the next 20 years (Frankel, 1998). In the 1970s, water and air pollution were the major 
environmental themes. At the beginning of the 1980s, areas of interest extended and the focus 
shifted to soil pollution and acid rain as the main themes. Subsequently, in the mid-1980s, the 
greenhouse effect, energy consumption and rain forests became the environmental themes. 

Frankel (1998) distinguishes three eras of corporate environmentalism following from 
Carson's The Silent Spring (1962). He characterizes the 1960s and 1970s as the First Era, of 
Compliance, during which good corporate citizenship consisted of meeting all environmental 
regulatory requirements. At the beginning of the 1980s, the Second Era, of Corporate 
Environmentalism came into being. Business was shaken up by large industrial accidents, 
such as the accidental release of 57,000 liters of methyl isocyanide from a Union Carbide 
plant into the air of Bhopal, India, on the night of 2 December 1984. "It became clear to 
business executives and the general public that corporate environmental practice had to 
change" (Frankel, 1998: 38). It was especially the chemical industry that responded actively 
with programs, such as Responsible Care, aimed at improving environmental, health and 
safety performance. In the US, business began placing more priority on reducing emissions by 
the enactment of the Superfund Act, which requires firms to publish annual emission levels of 
hundreds of chemicals. Similar developments took place in Europe, though slightly later, 
with, for example, the Multi-Year Agreements (MJA) that the Dutch government concluded 
with individual sectors of industry at the beginning of the 1990s. These agreements are based 
on the disclosure and reduction of a large number of emissions in the form of voluntary 
agreements, though with the threat of more stringent regulation. In the late 1980s/beginning of 
the 1990s, this threat marked the start of the Third Era, of Beyond Compliance. "To qualify as 
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forward-thinking, companies had to commit not to meeting but to exceeding regulatory 
emission requirements" (Frankel, 1998: 39). Continuous improvement became the magic 
word. 

In the third era of corporate environmentalism, the term 'eco-efficiency' was introduced by 
the World Business Council on Sustainable Development (WBCSD), a group of executives of 
major multinationals, such as Dow Chemical, Dupont and Royal Dutch/Shell. Eco-efficiency 
aims to "streamline the full range of corporate metabolic processes - less 'stuff in, less waste 
out" (Frankel, 1998: 39). To 'sell' eco-efficiency - business executives tended to view the 
'environment' as a cost center - the 'win-win' concept was introduced, based on the idea that 
both an environmental and an economic profit are desirable and feasible. However, after the 
obvious steps are taken - after the low-hanging fruits are picked - win-win grows more 
problematic, which was first acknowledged by Walley & Whitehead (1994). In their Harvard 
Business Review article, these two McKinsey consultants question if win-win solutions 
should really be the foundation of a company's environmental strategy. 

1.2 The evolution of environmental management as an academic field 

Originally, the greening of industry was mainly externally driven. Regulatory and societal 
pressures resulting from major environmental catastrophes were the main drivers. Although 
environmental issues were already acknowledged in the 1950s by business, the field of 
research dealing with environmental management in business is relatively young. Until the 
late 1980s, there was little academic interest in studying organizations' environmental 
behavior, except for attention to technical measures. Since the beginning of the 1970s, 
technology to monitor and control negative environmental effects has been developed. The 
'environmental technologists' were occupied with developing technologies rather than with 
the question of under which conditions firms would and could implement these technologies. 
Cramer (1997) states that, only after both aspects - technology and social-economic aspects -
were combined, did the field of environmental management develop. This started in the late 
1980s. But how can this explosive growth of attention for companies' environmental behavior 
in the late 1980s actually be explained? Cramer observes four developments that contributed 
to this increase of concern in the Dutch situation, which can, however, also be roughly 
translated to the international situation in the US and Europe: 

• 777e changing attitude towards environmental regulation. After years of experience with 
'command and control' regulation, the Dutch government realized that only limited results 
had been achieved with enforcing mere environmental requirements on companies. 
Enforcement had resulted in defensive behavior by companies. Companies complied, but 
took insufficient initiatives of their own. At the same time, companies wanted to get rid of 
the regulation, which they often perceived as far too detailed. They wanted to organize 
things in their own way, in order to arrive at more cost-efficient results and to prevent more 
stringent regulation. This dissatisfaction of both government and business with the existing 
command-and-control regulation led to self-regulation in the mid-1980s, as exemplified by 
environmental management systems. Firms took the responsibility to meet the imposed 
environmental objectives in their own way. 

• The growing complexity of environmental issues. Initially, in the 1970s, the environmental 
decision-making process was relatively simple: firms just chose which particular 'end-of-
pipe' technology they placed at the end of their production process. With the growing 
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application of the 'pollution-prevention-pays' principle1 in the mid-1980s, the number of 
possible environmental solutions increased. It required intensive management screening 
aimed at the maximum prevention of environmental problems. The situation grew even 
more complex with the introduction of the idea of 'integrated chain management' at the 
beginning of the 1990s. The number of involved internal and external actors in this 'cradle-
to-grave' approach increased enormously. This required a coordination that went beyond 
the tasks of'the environmental manager', i.e. the active cooperation of other departments, 
such as product development, procurement and marketing, became a requirement. 
The growing environmental attention of senior management. With the growing complexity 
of the environmental decision-making process, environmental issues gradually developed 
from an operational staff responsibility to a strategic issue on the agendas of senior 
managers. 
Environmental pressure by a growing number of societal groups. Originally, mainly the 
government and environmental groups exerted pressure on business to produce in a cleaner 
way. Nowadays, a large range of external stakeholders influence the environmental 
behavior of business, which makes the environment (meaning the non-natural 
environment) more insecure and turbulent. 

1.3 Problem definition 

As environmental management became more complex and diverse, both academics and 
practitioners tried to understand companies' actions in this field. They started to classify these 
activities in an attempt to describe the trends of how organizations deal with environmental 
issues. These efforts resulted in a large number of environmental management models, often 
stage or phase models, which give an indication of a company's environmental performance 
by determining the position of a company in the model. However, these models have some 
drawbacks. First, their generally broad character makes them less suitable to provide 
information about companies' environmental performance in the specific situations of 
different industries. This also inhibits operationalization. It is very difficult to actually 
measure a company's environmental performance on the basis of these models. Second, in 
general, these models hardly pay any attention to organizational aspects. As no clear 
distinction is made between environmental management and environmental performance, 
these models fail to provide insight into the management aspects for the greening of 
companies. 

In view of the limitations of these models to measure a company's environmental 
performance, a number of environmental performance evaluation systems have been 
developed. The problem, however, is that no single model covers the entire environmental 
performance field and, moreover, there seems no agreement on what this entire field actually 
is. Another drawback is that they provide too little insight into the internal drivers for 
companies' greening. Originally, the external drivers were fairly transparent, as they have 
been studied since the environmental management field evolved. However, there is little 
understanding of how, for example, organization culture, the level of centralization and 
management commitment, actually influence a company's environmental performance. As we 
are interested in identifying the factors behind the greening of companies, more insight into 
these internal drivers is necessary. Therefore, the main research question of this study is 
formulated as follows: 

'Pollution-prevention-pays' is a principle developed in the US by 3M, which assumes (financial) benefits as a 
result of pollution prevention. 
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What is the relation between intra-organizational characteristics and an organization's 
environmental performance? 

1.4 Structure of the study 

This study is divided in two parts. Part I forms the theoretical basis of the study and consists 
of Chapters 2 and 3. Part II deals with the empirical part of the study, and comprises Chapters 
4 to 7. Figure 1.1 shows this structure of the study. To grasp the relation between internal 
organizational characteristics and the organization's environmental performance, first a good 
insight into the concept and boundaries of environmental performance is required. Therefore, 
an analysis of the existing environmental management models and performance evaluation 
systems is made in Chapter 2. There, an extensive overview of the environmental 
management models and their main characteristics is presented. Subsequently, some of the 
main models and systems, which have been representative of the developments in this field, 
are discussed in more detail in order to understand the values and limitations of these models 
and systems. This gives sufficient input to develop an environmental performance 
measurement tool, which will be called the environmental performance indicator. 

As we want to understand the greening of companies, many variables can be distinguished as 
possible drivers. These variables can be divided into categories representing three levels. The 
context in which a company has to operate comprises, first, the general business environment 
(meaning the non-natural environment) which includes the developments in the market and 
the diverse stakeholders varying from the regulator to the consumer. Secondly, a company has 
to deal with its corporate headquarters. The production companies of the major Dutch dairy 
firm Campina Melkunie (CM), for example, have to operate in the context provided by their 
corporate headquarters. In this way, their strategy is determined by the corporate headquarters 
or by the business unit. Moreover, the cooperative ownership structure of this firm, in contrast 
to privately-owned firms, such as Nestlé, has a substantial influence on its actions at both 
corporate and plant level. Especially in the Dutch dairy industry, the ownership structure of 
firms is quite a distinguishing feature, due to the traditional dominance of cooperatives. 

The production companies or production plants are the main focus of this study and form the 
third and lowest level on which possible drivers for greening can be discerned. At this 
production plant level, two general variables are considered important, the level of 
centralization and the organization culture. In view of the observed failure of existing models 
and systems to make a distinction between environmental performance and management, 
environmental management drivers are distinguished separately. These environmental 
management drivers are called environmental management indicators (EMIs), four of which 
are considered to be important in this study: policy & strategy; communication; organization 
structure; and, management commitment. These variables are assumed to have an 
intermediate role in the relation between general intra-organizational characteristics and 
environmental performance. Given this division on three levels of possible drivers for the 
greening of companies, a research model is developed which shows the assumed relations 
between these drivers and the production plant's environmental performance, in order to 
explain the greening of these companies. On the basis of this research model, hypotheses and 
sub-questions regarding the relations between these drivers or variables and a company's 
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Figure 1.1: Structure of the study 
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environmental performance are formulated. The development and the structure of this 
research model and the resulting hypotheses and sub-questions are discussed in Chapter 3. 

Subsequently, Part II focuses on the empirical testing of this research model and answering 
the main research question. To benchmark organizations' environmental performance, it is 
necessary to focus on the individual sectors of industry. Otherwise, it is impossible to make a 
good comparison. Within the scope of this study, the focus on one sector of industry is 
considered most feasible. The Dutch dairy industry was chosen as the case to test the research 
model. Although one particular sector of industry is never representative for industry in 
general, testing the research model in this way should be seen as an exploratory stage in the 
process of gaining a better understanding of the greening of companies. To obtain insight into 
the sector, Chapter 4 gives an extensive profile of the Dutch dairy industry, both in a national 
and an international perspective. The companies that are involved in the case study are 
introduced. Their strategies, the chain in which they operate and the concomitant balance of 
power among its members, and their ownership structures are discussed. The chapter also 
analyzes more general developments affecting the whole industry. Examples are the Dutch 
and European regulatory frameworks, market developments, such as the financial-economic 
crises in South-East Asia and the former Soviet Union and the rise of organic dairy 
production, and the enormous wave of mergers and acquisitions. Finally, the main 
environmental problems in the industry are dealt with. The last two years have been especially 
dynamic for the Dutch dairy industry, in terms of developments in the national and 
international dairy and retail market. Although these developments are examined in this 
profile as far as possible, in general the developments up to 1998 are covered. 

Next, the definition of the methodology that is used to test the research model is discussed. 
Sample construction, data collection, construction of measures, and the statistical analysis of 
the variables are all part of the methodology. After a presentation of the research proposal to 
the NZO, the trade association of the Dutch dairy industry, the whole sector agreed to 
participate in this study, as its relevance was acknowledged. In practice, it turned out that a 
few companies did not participate for reasons, such as being too small or having insufficient 
dairy activities in the Netherlands. In addition, we also included the small organic dairy 
producers who represent the organic niche market and were therefore important for this study. 
As they are not represented by the NZO, they were individually approached, in order to 
guarantee a representative sample of the Dutch dairy industry. Ultimately, 11 of the 16 dairy 
producers that were active in the Netherlands in 1998 participated in this study. The 
participating companies have been studied, at both the corporate and the plant level, by means 
of interviews, questionnaires and studying company documents. At corporate level, this 
encompassed the highest environmental officer and a board member. The production plants 
that actually participated were selected in consultation with the corporate environmental 
managers. Later, the environmental officer and the location manager were interviewed at each 
of these plants. This resulted in over 70 interviews, spread over 26 production locations and 
11 corporate or division headquarters. The acquired data were used in the measurement of 
environmental performance as the dependent variable, and the possible drivers for 
environmental performance as the independent variables. Chapters 5 and 6 discuss the 
methodology of measuring, respectively, the independent variables, and environmental 
performance and management. 

The case study of the Dutch dairy industry provided an enormous and rich data set. This data 
set enables the actual measurement of the variables represented in the research model. The 
various hypotheses and sub-questions that were formulated regarding their relation with 
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environmental performance are, respectively, tested and answered. The insights into these 
relations lead to a discussion of the problem definition of this study, i.e. the relation between 
intra-organizational characteristics and organizations' environmental performance in the 
Dutch dairy industry. Special attention is given to the position of the environmental 
management variables in the model. Chapter 7 discusses these results of the study. 

Finally, the results and conclusions of this study are reflected upon in Chapter 8. The value 
and limitations of measuring environmental performance are critically discussed. In addition, 
the drivers for the greening of companies, as introduced in the research model, are judged on 
their merits, which leads to a revision of the original research model. Subsequently, the value 
of this study is discussed in a broader perspective. To what extent can its results be translated 
to other sectors of industry and other countries? In other words, to what extent is the adapted 
research model valid in an industry-wide and an international perspective? 




