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22 The Black Box of Environmenta l Managemen t 

2.11 Introduction 

Whatt determines environmental management strategies? The environment became an is-
suee for international business from the 1960s and 1970s onwards. By the end of the 
1980s,, international environmental issues started to require more strategic attention: up to 
thee top management level. In response, a wide array of literature developed in academia. 
Thee aim of this chapter is to identify the main trends in the diversity of approaches and, to 
specifyy challenges for relevant research. This results in the identification of the most im-
portantt black boxes in the environmental management literature to position the present 
researchh project. 

Twoo dimensions are relevant in consideration of the state-of-the-art in the literature: 
thee level of analysis and the analytical focus of the studies. The level of analysis problem 
relatess to the question whether one focuses on the micro level {firm, inside-in); the meso 
levell (network, sector, inside-out); or the macro level {national, country, outside-in) of 
analysis.. The focus of the studies relates to the question whether one aims at observations 
inn general or specifically on the managerial issues related to the multinational character of 
firms.. Building on a combination of those two dimensions, Table 2-1 identifies six types of 
relevantt research angles and issues in the literature. Although the levels of analysis are 
naturallyy entwined, the distinction is considered useful for analytical purposes. 

Tablee 2-1 Environmental management: debates in the literature 

Levell  of Analysis : 

Macroo National/Country/Outside-i n 

Mesoo Network/Sector/lnside-out 

Micr oo Firm/lnside-i n 

Genera ll  focu s 

Thee impact of regulation 

Competitivee positioning 

Models,, systems and standards 
Evaluationn of performance 

MNC-specifi cc  focus ? 

Issuess of Location: 
Havens,, flight, halo's and zones 

Driverss and expressions of ac-
countability y 

Embeddednesss of environmental 
management t 

Thiss chapter discusses all three levels of analysis in both foci. Firstly, the macro perspec-
tivee analyses the influence of the contextual environment on the environmental manage-
mentt of the firm. It conveys questions related to the degree of independence of firms in 
relationn to their national context as well as their response to this potential degree of inde-
pendencee (2.2). Section 2.2.1 concentrates on the impact of regulation and the diversity 
off regulatory styles with regard to environmental issues. MNC-specific debates at this 
macroo level of analysis relate to the question whether and how country of origin and char-
acteristicss of a location interrelate with these regulatory styles (2.2.2). Secondly, consid-
erationn of the competitive position of companies within their network and sector of indus-
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tryy triggers questions such as: How do companies perceive their competitive position vis-
e-viss environmental issues, and thus, their position in their network? How do companies 
subsequentlyy interact with the actors in their network? How do companies respond to 
differentt actors and the public call for accountability? Section 2.3 draws attention to those 
questions.. It discusses the cost-benefit analysis of environmental management and the 
extentt to which environmental goals conflict or complement economic performance 
(2.3.1).. Extending the level of analysis to the MNC-focus, the competitive position of firms 
seemss increasingly affected by their relative and absolute international reputation (2.3.2) 
andd the way companies respond to the call for accountability by stakeholders by various 
formss of external disclosure (2.3.3). 

Thirdly,, the internal firm dynamics of formulation, developing and implementing 
relevantt environmental strategies relates to questions such as: How can environmental 
strategiess be classified and against which standards can their quality be evaluated? How 
cann performance improvements be measured? Which tools have been developed to em-
bedd environmental issues in the organisation? Section 2.4 discusses the literature on 
models,, management systems and standards (2.4.1) as well as the literature on the 
evaluationn of environmental performance (2.4.2). Elaborating those topics to the MNC-
perspective,, the literature on the embedding of environmental management in the interna-
tionall organisation is examined (2.4.3). Subsequently, the concepts of environmental 
strategyy and structure are linked to respectively, general strategy (2.4.4) and structure 
(2.4.5)) as well as the linkage between the two (2.4.6). Assessing the state-of-the-art in the 
sixx areas of attention should enable the identification of the most important challenges of 
research.. As a result, section 2.5 specifies the black boxes of environmental management 
-- the topic of this study. 

2.22 The macr o perspectiv e on environmenta l managemen t 

Thee macro level of analysis concentrates on the impact of, often national, regulation on 
environmentall management. The examination starts with an overview of the literature on 
thee diversity of regulatory styles in the environmental field (2.2.1). Subsequently, it high-
lightss the academic investigations on the influence of home country origin and host coun-
tryy location on environmental management (2.2.2). 

2.2.11 The diversit y of regulator y style s 

Almostt undisputedly, regulation is considered the main driver of environmental manage-
ment.. According to Sharma (2001), regulatory styles are important drivers of corporate 
environmentall practices in the initial stages of their implementation, while eventually other 
driverss (e.g. institutional pressures at the sector level, managerial interpretations at the 
companyy level, market forces and organisational capabilities at a combined level) become 
moree important influences. 

Thee diversity of regulatory styles among countries has been characterised by sev-
erall authors. Examples are the categorisations of Andrews (1994) and Lahusen (2000) 
(seee Figure 2-1 and Table 2-2). Andrews' country categorisation builds on the flexibility of 
enforcementt procedures, the openness of the decision-making process and the political 
culture.. In his opinion, countries maintain a floor of command-and-control regulations with a 
widee use of financial mechanisms, but have diverse specific mechanisms and motivational 
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22 The Black Box of Environmental Management 

structuress per country. For example, the US emphasises the disincentives of liability and 
publicc disclosure.6 The regulatory style of a country is thus formed by the emphasis on sev-
erall classes of policy instruments such as regulations, incentives, disincentives, marketable 
permits,, liability, training, information for firms, information for customers, voluntary agree-
mentss and plans. 

Figur ee 2-1 Qualitativ e mappin g of regulator y regime s by Andrew s (1994) 

T T 

QQ Ö 

USA A 

Sweden n 

Netherlands s 

Germany y 

Japan n 

France e 

UK K 

Rigid/statutoryy 4— 

Approachh to enforcement 

Source:: Andrews, 1994:409. 

 Flexible/negotiated 

Lahusenn (2000), on the other hand, compares four countries on the basis of their under-
lyingg paths of problem solving (i.e. the degree of bargaining) and the degree of centralisa-
tionn of the dominant governance structures. In his opinion, regulation is moving in a more 
co-operativeco-operative direction. To raise its effectiveness and legitimacy, it has become supported 
byy a number of instruments like voluntary agreements, joint implementation, environmental 
disputee resolution, legislative consultation and concertation procedures. 

Tablee 2-2 National policy styles by Lahusen (2000) 

Governancee structure 

Decentralised Decentralised Centralised Centralised 

RationalistRationalist dis 
Approachh to courses 
problem--
solving g 

Germany y 
'deliberativee consensus' 

France e 
'rationalistt style of etatism' 

Incrementalist-Incrementalist- USA 
pragmatistpragmatist bargains 'pluralist & adversial competition' 

UK K 
'pragmatistt compromise' 

Source:: Based on Lahusen, 2000:257. 

66 Jaffe et al., note the stringency of the US regulation in its choices for certain control technologies, explicitly 
goingg beyond numerical discharges. Furthermore, US regulatory decisions tend to be time-consuming and 
characterisedd by litigation and other 'legal wrangling' (Jaffe et al., 1995:135). 
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Soo the literature characterised the diversity of regulatory regimes within countries and il-
lustratedd the different dimensions on which this can be done. Explanations for the different 
regimess of the US, Europe and Japan have been provided by Vernon (1993) on the basis 
off their distinctive histories, values, institutions and grassroots responses. Within the 
Europeann region, the dissimilarity of environmental regimes is said to endure despite the 
shiftt of regulatory authority to the EU level (Kolk, 2000:38). 

2.2.22 Havens , flight , halo' s and zones 

Inn the perspective of the MNC, the international diversity of regulatory regimes becomes a 
particularlyy complicating factor for their operations across regulatory borders. The findings 
off Buysse, Verbeke and Coeck (2001) point at the importance of home country regula-
tion:: the strategic environmental decisions of subsidiaries of domestic firms seem to be 
affectedd by domestic environmental regulation, while those of foreign MNCs do not. In ad-
dition,, the size of the home country has been considered as a factor of influence: the in-
ternationalisationn of companies from small economies makes them adapt operations on 
thee basis of stringent domestic regulation (even though these particular operations reflect 
onn only part of their operations). Therefore, presuming that the firm's home country in-
cludess the market it serves, companies from large economies might benefit from stringent 
homee regulation (Rugman and Verbeke, 1998). 

Sharmaa (2001) compared the environmental strategies and competitiveness of oil 
andd gas firms in two different regulatory contexts from developed countries: the US 'com-
mand-andd control based' system and the Canadian 'flexible collaborative' approach. No 
significantt differences were found for the effect on strategy and competitiveness (Sharma, 
2001).. This may point out that regulatory impact is only important to a certain level, at a 
certainn moment, or in a certain context. It may also imply that the differences between the 
regimess were not large enough to impact on companies' strategies; it illustrates the com-
plexityy of the impact of regulation. This complexity has been further elaborated in the 
frameworkk of Rugman and Verbeke (1998), which refers to the effect of country and firm 
specificc advantages {see Table 2-3). It presents four scenarios and builds on studies from 
Jaffee et al. (1995), Nehrt (1998), Porter (1990) and Porter and Van der Linde (1995b). 

Tablee 2-3 Four scenarios on the impact of environmental regulation 

Impac tt  on CSA configuratio n 

Weakenin gg or neutral * Strengthening * 
COO c — 

" - . 22 Weakenin g or neutral * 'Declustering' 1A(WW) 4'Pollution haven' 
oo £ 1 B (NN) 
oo g> ; "  — 

§_*££ Strengthening * 2'Strategic environmental policy' 3'Environmental innovation'(Porter 
JJ 8 (Shelter type) hypothesis) 

** As perceived from the MNC. FSA: Firm specific advantage; CSA: country specific advantage; WW: double 
weakening,, NN: double neutralising effect 
Source:: Rugman and Verbeke (1998:371). 

Inn Scenario 1, companies tend to move their operations abroad because of stronger 
regulation,, which would raise costs, reduce the number of new locations due to public 
pressuree and possibly, restrict production processes that are dangerous (Leonard, 
1988:64-67).. In Scenario 2, domestic companies are protected by strong regulation. This 
effectt has not been discussed much in the literature, but is reminiscent of the import sub-
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stitutionn politics of Latin America. At the other extreme, following Scenario 3, environ-
mentall regulation may stimulate companies to innovate and create a first mover advantage. 
Scenarioo 4 is the so called 'pollution haven' hypothesis. It is based on the assumption of a 
positivee relation between the level of industrialisation of a country and the amount and 
stringencyy of enforcement of environmental regulation: countries with a minimum of envi-
ronmentall regulation (in practice mostly developing countries) will attract multinationals. 

Scenarioo 3 is also known as the Porter hypothesis. It builds on the assumption that 
strictt domestic environmental regulation can correctly anticipate international regulation 
andd therefore give domestic firms a first mover advantage internationally. Pollution is con-
sideredd a resource inefficiency: innovation can lead to offsets by using inputs better, cre-
atingg better products and better product yields. This way, the Porter-hypothesis states an 
underlyingg economic logic linking environment, resource productivity, innovation and com-
petitivenesss (see Porter and Van der Linde, 1995a, 1995b). Rugman and Verbeke (1998) 
claimm that, theoretically, the hypothesis is not a general case: it would be unrealistic to as-
sumee that a government can systematically shift profits to domestic firms at the expense of 
rivall companies through environmental regulation. This would underestimate the bounded 
rationalityy of governments. In addition, the hypothesis could only be valid for countries with 
largee domestic markets; if domestic firms are inefficient, artificial strengthening in country 
specificc advantages will not lead to domestic innovation and firm specific advantages. 
Empiricall work by Nehrt confirmed rejection of this scenario (Nehrt, 1998). 

Thee validity of Scenario 4 and Scenario 1, the pollution haven and industrial flight 
hypotheses,, has been the subject of much dispute. Overall, their validity seems weak: A 
summaryy of a range of key quantitative and qualitative examinations of the hypotheses is 
shownn in Annex I.7 Regulatory stringency was in most industries not found to be a signifi-
cantt determinant of competitiveness because labour cost differentials, energy and raw 
materialss cost differentials, and the adequacy of infrastructure are much more important. 
Thee realisation of the scenario would also be hindered by the costs of moving an industry, 
thee inclination of companies to build state-of-the-art plants and the similarity of industrial-
isedd countries (Jaffe et al, 1995). Although a vast amount of work has been carried out, 
strongg conclusions are hindered by a lack of transparency and by methodological prob-
lems.. Therefore, some authors (Birdsall and Wheeler, 1992; Hansen, 1998; Low and 
Yeats,, 1992;) indicate that empirical research in this field has just begun: "Empirical re-
searchh on the environmental implications of FDI still is highly embryonic and unfocussed 
andd much empirical research is called for in order to provide a better basis for conclusions 
onn this issue"(Hansen, 1998: vii). So, the evidence does not absolutely confirm the two 
hypotheses,, but neither are they consistently rejected. It remains possible therefore, that, 
forr some sectors of industry, strictness of regulation is a factor of importance (see e.g. 
OECD,, 1997). 

Inn this respect, two new and strongly related debates with regard to the impact of 
regulationn have appeared: the pollution halo and the pollution zone debate (Zarsky, 
1999).. Pollution zones are areas both within and across countries with weaker or less 
effectivee regulation, sometimes especially created by governments to attract FDI. As a re-
sult,, firms perform worse in those zones, while labour is often provided by poorer people 
withh less rights and scarce options to leave (Zarsky, 1999). Examples of pollution zones 
aree the Maquiladoras in Mexico. In the pollution halo paradigm, on the other hand, foreign 

77 The summary in Annex I reflects on elements such as the central question of the study, the country and in-
dustryy focus, the conclusion, the limitations and the future research needs (as phrased by the author(s). A re-
centt overview is also provided by Brunnermeier and Levinson, 2004. 
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companiess operating in developing countries diffuse best management and production 
practices.. Often the result of the higher regulatory requirements in the OECD, they solve 
thee lack of local technological and regulatory capability. According to Zarsky, there is no 
broadd 'pollution halo' for FDI in general, although it may apply to particular sectors in par-
ticularr countries; in this regard, Zarsky (1999) refers to the superior technology of foreign 
firmss in the energy sector. The evidence of her cases proves the existence of pollution 
haloss with standards slowly converging upwards, but these effects are small. 

Conclusions:Conclusions: Environmental management and regulation 
Quitee some research has been carried out on the interaction of the firm with its regulatory 
context.. Focusing mainly on country regimes, the US was positioned as an extreme while 
aa diversity of formats came forward for the regulatory regimes within Europe. Developing 
countries'' regulatory regimes have not been explicitly positioned; this remains an omission 
inn the literature. Developing countries generally represent relative weakly enforced re-
gimes,, however. Attention for those regimes is given from the MNC-perspective; studies 
havee focused on the complexity of combining the diversity of regulatory styles. Whilst the 
impactt of environmental regulation is undoubted, the literature shows a two-sided effect of 
environmentall regulation on a company's competitive position: both a weakening as well 
ass a strengthening effect. Overall, the evidence about the occurrence of outcomes is not 
conclusive;; e.g. the empirical feasibility of innovation on the basis of the regulatory context 
hass met with wide criticism and the evidence with regard to the choice of location, is not 
unidirectionall either. The different scenarios point at an influence of the strictness of 
regulatoryy regimes, the importance of home country origin, the size of the home country 
andd the importance of the sector of industry. 

2.33 The meso perspectiv e on environmenta l managemen t 

Too what extent does the sector determine the shape of environmental management? What 
interactionn of the corporation with its sector of industry, its competitors, its suppliers and 
itss customers is important? Firstly, the review of the meso level of analysis considers the 
literaturee on corporations' perception of the relationship between economic and environ-
mentall issues: the cost-benefit dilemma (2.3.1). Secondly, the MNC-perspective is par-
ticularlyy highlighted by the position of the firm with regard to reputation dynamics in its 
networkk (2.3.2). Subsequently, the literature on environmental reporting is examined: to 
makee an inventory of the findings on the response of MNCs to the public call for account-
ability,, which in many cases is related to the sector as well (2.3.3). 

2.3.11 The relationshi p betwee n environmenta l & economi c performanc e 

Porterr and Van der Linde suggested to view pollution as resource inefficiency; a scenario 
inn which innovation leads to offsets by using inputs better, creating better products and 
betterr product yields (see Porter and Van der Linde, 1995a, 1995b). This statement sup-
portedd the compatibility-perspective between industrial and environmental performance 
('win-win').. It challenged the view that the relationship between environmental and eco-
nomicc goals would be conflicting. In a conflicting perspective ('win-lose'), the incorpora-
tionn of environmental issues includes a trade-off with competitiveness; its judgement 
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mostlyy finds potential costs instead of benefits. According to Kolk (2000), a normative 
questionn frequently follows upon such a judgement: which goal should prevail? 

AA company's perception with regard to the issue determines its position with re-
gardd to other actors in its network: it evaluates the chances of a company with regard to 
environmentall issues. According to Rugman and Verbeke (1998), a company's strategy 
forr one perspective or the other depends on the time horizon of managerial response: a 
staticc managerial perspective of environmental regulation with a focus on immediate im-
pact,, or a dynamic perspective adopting a longitudinal approach. They theorised that 
competenciess benefiting both environment and economy are path-dependent: broader 
effortss of simultaneous innovation and implementation of new and more efficient manufac-
turingg systems are required for environmental improvement (Rugman and Verbeke, 1998). 

Severall overviews of empirical research on the relationship between the broader 
conceptt of corporate social performance and corporate financial performance show that 
resultss often are contradictory, with no consensus envisioned (Griffin and Mahon, 1997; 
Margoliss and Walsh, 2003). According to Griffin and Mahon, most researchers found a 
positivee relationship. However, their concern points at the variability and inconsistency in 
thee results, stemming from operationalisation as well as conceptual and methodological 
differencess in definitions (see also Bansal and Clelland, 2000; Roman, Hayibor and Agle, 
1999). . 

AA discussion between academics on the Academy of Management ONE-list (Feb-
ruaryy 2004), further illustrates the ongoing debate on the realities of win-win situations. In 
thee discussion, conceptual differences clearly came forward with regard to the definition, 
contentss and barriers to win-win situations. King, for example, illustrated the diverse con-
tentss with the contrast between "systematically unexploited opportunities" (and thus ineffi-
ciency)) and the extreme scenario of an intrinsic problem with the economic and social sys-
tem.. Roome illustrated the concept as "a smaller loss" with reduced environmental dam-
age.. With regard to the barriers to a positive relationship, Hamner pointed at the need for 
changee management, Cohen at the existence of different levels of analysis (and therefore 
diversee experiences with negative externalities) and Roome referred to the need for sys-
temss thinking (ONE, February 2004)8. Bansal and Clelland conclude in their findings that 
environmentall performance is one dimension of financial performance that may or may not 
influencee financial outcomes but consistently influences external uncertainty about a firm's 
financiall performance. Reduced uncertainty would therefore be a more reliable result of 
environmentall efforts than an increased level of financial performance (Bansal and Clel-
land,, 2000). The literature about the nature of the relationship between environmental and 
financiall performance remains inconclusive. 

2.3.22 Reputation : an extraordinar y drive r of environmenta l managemen t 

Notwithstandingg the overall inconclusiveness in the research or maybe because of the un-
certaintyy attached to that (as phrased by Bansal and Clelland), individual companies need 
too take action on environmental issues, to comply with regulation, to avoid environmental 
incidents,, to respond to the public call for accountability and thus, to avoid reputation 
damage.. Examining the contribution of the literature on this aspect of environmental man-
agement,, much research was found on the definition of corporate reputation (see, e.g., 

88 Cohen, Boyd (University of Victoria, Canada); Hamner, Burton (Universidad de Pacifico, Peru); King, Andy 
(Tuckk School of Business at Darthmouth College, USA); Roome, Nigel (Erasmus University of Rotterdam, The 
Netherlands). . 
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Brady,, 2002a, 2002b; Davies et al, 2003; Fombrun, 2001; Fombrun, Gardberg and 
Sever,, 2000; Wartick, 2002). Corporate reputation can be defined as the sum of images 
andd perceptions that a diversity of (stakeholder)groups holds of a corporation. All of these 
stakeholderr groups put a certain pressure on the corporations, all with their own angle of 
interest,, their own perspective and critical weight (see e.g. Doh and Teegen, 2002; 
Fischerr and Schot, 1993; Hart and Sharma, 2004; McKinsey, 1991; Mitchell, Agle and 
Wood,, 1997; Teegen, Doh and Vachani, 2004; Van Tulder and Van de Zwart, 2003). Be-
causee of this multiplicity of stakeholder groups and angles of interpretation, reputation is a 
multidimensionall construct; further, it has become an increasingly important intangible as-
sett {Hall, 1992, 1993). 

Thiss multidimensionality, which is even larger for MNCs, is also reflected in the lit-
eraturee concerning reputation: many foci of attention are observed.9 Relevant aspects 
mentionedd in the literature and discussed in this section are: the contents of effective 
reputationn management; the reputation commons problem; the effect of visibility and ex-
posure;; and the effect of critical events. Starting with the literature on the management 
issue,, Davies et al. (2003) state that the secret of effective reputation management lies in 
thee linkage of the internal (employee) and external (customer) view of the company. Peter-
son'ss results confirm the importance of this linkage.' favourable perceptions of corporate 
citizenshipp and reputation influence employees' work attitude (Peterson, 2004). Reputa-
tionn management subsequently involves harmonising the emotional attachment of the two 
stakeholderr groups; this harmony produces the financial value. In other words, according 
too Davies, an understanding of corporate reputation means linking image and identity (Da-
viess et al., 2003, see also Heugens, 2001). 

However,, other literature shows that a reputation can be hard to improve due to 
thee reputation commons problem (King, Lenox and Barnett, 2002). This issue arises when 
firmss within an industry find themselves "tarred with the same brush": in the case of acci-
dentss or events, the whole industry is held responsible (King, Lenox and Barnett, 2002). A 
reputationn commons effect is especially likely to occur when stakeholders have difficulty 
differentiatingg firms but have the ability to sanction them. Firms may solve this problem by 
reducingg that sanctioning ability and by "privatising reputation". Collectively improving 
performancee would reduce the threat of the sanctions but is considered less easy than 
improvingg perceptions of that performance by means of symbolic efforts. Providing infor-
mation,, although costly, would be a means to differentiate from other firms (King, Lenox 
andd Barnett, 2002). 

Inn addition, studies on reputation indicate a relationship between media exposure 
andd reputation. On the one hand, Fombrun and Shanley (1990) found that more media 
exposuree negatively affected corporate reputation, independent from the (positive or nega-
tive)) tone of the media exposure. Wartick (1992), on the other hand, stated that generali-
sationss about the relationship should be tempered. Although he found that intense media 
exposuree was significantly associated with changes in corporate reputation, the amount 
andd tone of the exposure, and how recent it is, appear to be associated with different di-

99 Besides its relation with financial performance (e.g. Davies et al., 2003; Heugens, 2001; Koch and Cebula, 
1994),, reputation is frequently treated as an outcome variable, perceived from a legal or economic perspective 
(see,, e.g., Jones and Rubin, 2001; Karpoff, Lott and Rankine, 1998); the relationship with the decision to joint 
venturee (e.g. Dollinger, Golden and Saxton, 1997), intense media exposure (e.g. Fombrun and Shanley, 1990; 
Wartick,, 1992), crisis (e.g. Zyglipodoulos 2001), corporate strategy (e.g. Fombrun, 2001), studies from a cor-
poratee social responsibility perspective (e.g. Bowen, 2000; Fombrun, Gardberg and Barnett, 2000) and studies 
onn reputation and issues management (Davies et al., 2003; Heugens, 2001; Hoffman and Ocasio, 2001; King, 
Lenoxx and Barnett, 2002; Van Tulder and Van der Zwart, 2003). 
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mensionss of changes in corporate reputation. Besides, the relationships seem to vary de-
pendingg on the starting level of corporate reputation: only 'poor' reputation companies 
showedd significant associations between positive media exposure and changes in corpo-
ratee reputation. The conclusion is that a relationship is observed, although its exact direc-
tionn remains unspecified. 

Inn this respect, the conclusions of Bowen (2000) are interesting. Her findings state 
thatt the size of environmental visibility (issue and organisation visibility) affects the actual 
implementationn of environmental initiatives at the operating level. Less visible firms can 
choosee to manipulate the visible nature of their impacts. Deliberate initiatives to keep the 
fundamentall problem out of sight of interested parties, would weaken the pressure put on 
themthem and result in a gain in legitimacy. In this regard, the occurrence or formation of criti-
call events can disturb a company's strategy. Whether an event receives industry-level at-
tentionn depends on either outsiders holding the industry accountable for the event, or in-
siders'' internal concerns with the industry image (Hoffman and Ocasio, 2001). An event 
cann be transformed into a critical issue for an industry (which triggers institutional trans-
formationn and industry evolution), when 1) outsiders contest the accountability for the 
eventt and its enactment; and 2) if there are internal contradictions and challenges to an 
industry'ss identity (Hoffman and Ocasio, 2001). In addition, accident severity with respect 
too environmental damage has been found to have a significant negative impact on a firm's 
reputationn (Zyglidopoulos, 2001 ).10 For the petroleum sector, oil spills and other conflicts 
aree examples of events with a potential to trigger transformation; an interesting fact is that 
thee events that received the most exposure or resulted in transformation are not necessar-
ilyy those with the highest environmental impact. 

So,, providing information as well as keeping a low profile, can be strategies to 
managee reputation. However, the opportunities to keep a low profile are becoming 
smaller,, especially nowadays with the ability of the Internet to spread information quickly. 
Onn the other hand, the contents of the information that a firm provides can also lead to the 
formationn of an issue. If a company crosses a certain limit, this can lead to demonstrable 
damagee and, as a consequence, to corrective measures in which stakeholders judge the 
companyy and, frequently, include the sector as a whole (see Van Tulder and Van der 
Zwart,, 2003). 

2.3.33 Externa l disclosur e of environmenta l managemen t 

Partlyy related to these reputation aspects, companies, mostly from industrialised countries 
(seee Belal, 2000) have started to disclose (often voluntarily) environmental information by 
meanss of an environmental report, a health, safety and environment (HSE) report, or a 
sustainabilityy report since 1990.11 Examples of drivers for disclosure indeed included 
pressuress to satisfy the 'right to know' of communities and individuals as well as the goal 
too improve company performance by measuring and publicly reporting, and to demon-
stratee corporate accountability (see Table 2-4). Additional influences at the sector level12 

referr more explicitly to the competitive network: the close watch companies keep on their 

100 Surprisingly, accident severity with respect to damage to human life has no impact on a firm's reputation for 
sociall performance (Zyglidopoulos, 2001). 
111 Firms also increasingly put environmental information on their corporate website, in their annual financial 
report,, environmental policy statements, missions or code of conduct (see, e.g., Kolk and Van Tulder, 2002a; 
Kolkk and Van Tulder, 2002b; Van Tulder and Kolk, 2001; Kolk, Van Tulder and Welters, 1999). 
122 After the ExxonValdez spill, environmental disclosure was considered necessary for other reasons: legiti-
macyy reasons related to firm size and ownership in the Alyeska Pipeline Service Company (Patten, 1992). 
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competitors,, and sectoral initiatives {e.g. Responsible Care for the chemical sector) (Kolk, 
Walhainn and Van de Wateringen, 2001). 

Tablee 2-4 Reasons for reporting and non-reporting 

Reportingg Non-reporting 

 Enhanced ability to track progress against specific  Doubts about the advantages it would bring to the 
targetss organisation 
 Facilitating the implementation of the environmental  Competitors are neither publishing reports 
strategyy  Customers (and the general public) are not inter-
 Greater awareness of broad environmental issues ested in it, it will not increase sales 
throughoutt the organisation  The company already has a good reputation for en-
 Ability to clearly convey the corporate message in- vironmental performance 
ternallyy and externally  There are many other ways of communicating about 
 Improved all-round credibility from greater transpar- environmental issues 
encyy  It is too expensive 
 Ability to communicate efforts and standards  It is difficult to gather consistent data from all op-
 Licence to operate and campaign erations and to select correct indicators 
 Reputational benefits, cost savings identification,  It could damage the reputation of the company, have 
increasedd efficiency, enhanced business develop- legai implications or wake up 'sleeping dogs' (such 
mentt opportunities and enhanced staff morale as environmental organisations) 

Source:: Kolk, 2000; 133 (compiled from Sustainabiltty/UNEP, 1998). 

Severall studies of disclosure show that frequency of reporting is determined by size, sector 
(i.e.. directness of environmental impact) and nationality, even though reporting in most coun-
triess is of a voluntary nature and only few countries have legislative requirements (see Kolk, 
Vann Tulder and Van de Wateringen, 2000; Kolk, Walhain and Van de Wateringen, 2001 ).'3 

Inn confirmation of this impact of nationality, Kolk (2005) found that MNC's reporting strate-
giess in Europe and Japan converged in the period 1999-2002; while the reporting by US 
multinationalss stabilised, the differences inside Europe increased: MNCs from some coun-
triess (e.g. Scandinavia, the UK and the Netherlands) turned out to be more likely to report 
thann others (e.g. France). In addition, the European region has a particularly high rate of ex-
ternall verification: 50% in 2001 compared with an average of 3 1 % for the whole sample in 
thatt year.14 Japanese MNCs, on the other hand, tend to include environmental accounting 
indicatorss in their report, following governmental guidelines (Kolk, 2005). 

However,, sector differences are continuously confirmed to be the "most important 
determinantt for explaining environmental reporting by Triad multinationals" (Kolk, 
2005:145).. For 2002 (see Table 2-5), the reporting rates of industrial and financial com-
paniess are respectively 52% and 24%. 

Tabl ee 2-5 Corporat e environmenta l reportin g & verificatio n in 

Financiall companies 

19999 2002 

Fortunee 250 o 24% 

Industriall companies 

19999 2002 

44%% 52% 

F250 0 

Average e 

1999 9 

35% % 

2002 2 

45% % 

Verifiedd reports 

19999 2002 

19%% 29% 

Sources:: KPMG/AgBS, 2002; Kolk, Walhain and Van de Wateringen, 2001; KPMG/WIMM, 1999. 

133 Within the Triad regions, formal environmental reporting legislation exists in only a few countries: Denmark, 
France,, the Netherlands, Norway and Sweden. Related legal requirements apply for the EU, Japan and the US 
(e.g.. emissions registrations). Government encouragement for reporting exists in Germany, the EU, Japan and 
thee UK, for example by support for EMAS or publication of reporting guidelines (Kolk, 2005:161). 
144 Figures for external verification within the Triad regions of Europe, Japan and the US: Average 2001: 3 1 % , 
1998:17%;; Europe 2001; 50%, 1998: 33%; Japan 2001: 19%, 1998: 5%; US 2001: 8%, 1998:4% (Kolk, 
2005). . 

20 0 



22 The Black Box of Environmental Management 

Sectorr specific figures show that in the petroleum sector, reporting rates are clearly above 

thee 2002-average of 4 5 % of the F250; they vary between 5 6 % (Sustainability/UNEP, 

1999)) and 6 3 % (KPMG/WIMM, 1999) in 1999 to 5 8 % (KPMG/AgBS, 2002) and 8 3 % 

forr 2002 from the sample of this study. The differences between the years are the result of 

thee growing rate of reporting, of different samples and the effect of mergers within the 

sector.. In addition, the results confirm the tendency of industrial and large companies to 

report;; small, up-stream only, companies within the sector are barely reporting. Other non-

reporterss are a number of major state-owned companies and companies created for a 

specificc project and owned by a consortium of companies (Sustainability/UNEP, 1999). 

Finally,, the oil sector shows a remarkably high number of verified reports: 3 3 % of the re-

spondingg petroleum companies in Fortune's 250 for 1999. None of those has a US origin 

(Kolk,, Walhain and Van de Wateringen, 2001). 

Accordingg to the Sustainability/UNEP, the high score is stimulated by petroleum 

sector-specificc drivers for reporting: the pressure to enable aggregation of emission levels 

andd resource use with regard to post-Kyoto agreements and a will to add shareholder 

valuee through demonstration of HSE management abilities. Other key findings with regard 

too the disclosure in the sector are the following (Sustainability/UNEP, 1999:4): 

1.. Quantitative data primarily relate to inputs and outputs, significant incidents, environmental 

expenditure,, compliance and management systems; 

2.. Measures related to actual impacts, performance targets, disturbances to land, biodiver-

sity,, products, legacy impacts or progress toward sustainability are absent; 

3.. Companies do not agree about the benefit of third party verification; 

4.. Lack of clarity within reports about what the data cover and the lack of comparability be-

tweenn reports detract from the value of reporting. More in general, it can be said that, on 

thee basis of the data disclosed it is hard to make genuine assessments of the "true envi-

ronmentall performance" of the industry. 

Thee last key finding, i.e. lack of clarity on coverage, is a general issue in the debate about 

thee value of reporting. Other important issues are the quality, credibility and reliability of 

thee reports. To address those issues, guidelines such as those of the Global Reporting 

Initiativee (GRI)15 were developed (GRI, 2000) as well as verification procedures for the 

underlyingg assumptions in which the qualitative characteristics of financial accounting are 

appliedd on environmental issues (Kolk, 2000). 

Too illustrate the previous reporting-issues, Morhardt, Baird and Freeman's (2002) 

resultss of reports' scores under diverse systems are addressed below. The different focus 

off the systems ranges from comprehensiveness of information to sustainability.16 The re-

155 GRI counts as one of the mam contributions to the development of an integrated environmental perform-
ancee indicator. It is an initiative of the Coalition for Environmentally Responsible Economies (CERES) and the 
Unitedd Nations Environment Programme (UNEP), along with business, accountancy, environmental, human 
rights,, and labour organisations from around the world, while actively pursuing participation from stakeholders 
inn the developing world. Set up in 1997, GRI became independent in 2002, and is an official collaborating 
centree of the United Nations Environment Programme (UNEP) and works in cooperation with UN Secretary-
Generall Kofi Annan's Global Compact (www.globalreporting.org). 
166 The David Walling Batterman score rates 29 topics; half of the potential score is based on quantitative 
measuress of environmental performance. It does not look at what ought to be reported but only at what is re-
ported.. The Sustainability/UNEP score rates 50 topics, 48 of which are awarded 0-4 points, depending on 
comprehensivenesss of coverage. The Deloitte Touche Tohmatsu system is derived from the previous one but 
hass more explicit rules for scoring each topic. The GRI system includes financial and social criteria on top of 
environmental;; it distinguishes sustainability reporting from environmental reporting. The ISO! 4031 Annex A 
guideliness are a list of 197 topics that can be viewed as a comprehensive collection of metrics from which a 
companyy can choose to build its report (Morhardt, Baird and Freeman, 2002). 
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suitss illustrate the variability in the performance of current corporate environmental re-
ports177 under diverse scoring systems (See Table 2-6). 

Thee scores of the companies18 show that the GRI and ISO systems result in lower scores. 
Althoughh general lack of comprehensiveness serves as one explanation for the ISO 
scores,, another possible explanation for the findings is that the authors of the reports 
couldd not consider the aspects of those rankings because they did not yet exist at the time 
off publication (Morhardt, Baird and Freeman, 2002): For GRI, this concerns the inclusion 
off financial reporting and social issue; for ISO 14031, the specific aspect is environmental 
performancee and the inclusion of environmental condition indicators. 
Morhardt,, Baird and Freeman (2002) indicate that the petroleum-refining sector stood out 
byy having by far the lowest number of total points versus other sectors of industry for the 
ISOO ranking. The points the sector did obtain were heavily represented in the general is-
suess category (the other categories being management performance, operational per-
formancee and environmental condition). This elaboration on the quality of the reports un-
derr diverse systems immediately addresses the entwining of the different levels of analy-
sis;; the literature on firm-specific choices for certain standards is further discussed in the 
nextt perspective (see section 2.4.1). 

Tabl ee 2-6 Environmenta l repor t score s petroleu m sector : compariso n of fiv e system s 

Companyy * 

Chevron n 

Atlanticc Richfield 

USXX (Marathon Oi!) 

Texaco o 

BP-Amoco o 

Elff Aquitaine 

Shell l 

Phillipss Petroleum 

ExxonMobil l 

Tosco o 

Average e 

Davis-Wallinc c 
&& Batterman 

68 8 

74 4 

74 4 

68 8 

63 3 

50 0 

47 7 

50 0 

53 3 

42 2 

58.99 8.4 4 

Sustainabil--
ity/UNEP P 

75 5 

60 0 

59 9 

54 4 

32 2 

44 4 

42 2 

35 5 

29 9 

16 6 

44.66  12.6 

Deloitte e 
Touche e 
Tohmatsu u 

68 8 

57 7 

57 7 

55 5 

44 4 

46 6 

46 6 

35 5 

26 6 

31 1 

46.99  9.5 

GRII 2000 

17 7 

10 0 

5 5 

5 5 

17 7 

18 8 

20 0 

24 4 

11 1 

3 3 

13.00  5.2 

ISO14031 1 

10 0 

8 8 

8 8 

2 2 

13 3 

8 8 

5 5 

13 3 

6 6 

0 0 

7.33 3.0 0 

Average e 

48 8 

42 2 

41 1 

37 7 

34 4 

33 3 

32 2 

31 1 

25 5 

18 8 

34.2++ 6.2 

** Scores normalised to a maximum score of 100 points; a higher score indicates more open reporting. 
Source:: Adjusted from Morhardt, Baird and Freeman, 2002:224. 

177 They measured (and normalized) the scores of the 1999 reports of 40 of the largest industrial companies, 
100 of which were in petroleum refining. Personal communication with the authors indicated that the reports 
weree used that were available at the companies' websites as of 30 January, 2000. 
188 As the authors report, a limitation in the assessment of the scores is that a particular score can be obtained 
inn different ways. The consequences of this methodological issue are that 1. companies can easily improve 
theirr scores by adding components; and 2. companies that restrict themselves can have low scores which may 
nott be indicative of their performance. For example, reasonably similar scores of Shell and Elf Aquitaine for 
GRII are obtained though Shell scores much higher than Elf on organisation features (not shown) while Elf 
scoress much higher than Shell on general performance indicators. 
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Conclusions:Conclusions: Environmental management and the competitive network 
Manyy meso level studies have been carried out on the relationship between environmental 
andd economic goals: overall the results remain inconclusive. Notwithstanding this situa-
tion,, due to the multiplicity of forces in their competitive network, companies are pressured 
too engage in environmental management to at least a certain level. Reputation acts as a 
stimuluss for engagement due to the pressures at the network level. The degree of visibility 
off a company emerged as a reinforcing factor for reputation management, especially since 
thee rise of the disclosing power of the Internet. Other studies point at the working of the 
reputationn mechanism in which stakeholders perform corrective measures and companies 
performm (self-)disciplinary actions and provide information to external audiences. In the 
1990s,, an increase in voluntary external disclosure appeared: a form of self-disciplinary 
actionn of companies in response to the call for accountability by their network participants. 
Thee degree of reporting turned out to be both nationality- as well as sector-related; in par-
ticular,, the sector specific results were confirmed by studies for the petroleum sector, 
whichh scores high on disclosure. So, many questions still remain. The pressures on firms 
resultingg from their activity in a network of stakeholders are multiple, but the dynamics of 
thosee pressures are not clear. 

2.44 The micr o perspectiv e on environmenta l managemen t 

Centrall to the micro level of analysis are the internal dynamics of environmental manage-
ment.. Those dynamics are considered to consist of the element of strategy as well as the 
elementt organisational structure. Both of these have been studied in the literature: e.g. 
manyy classification models have been designed to characterise environmental strategy, 
whilee management systems and standards were developed to support those strategies in 
theirr actual and systematic implementation (2.4.1). In a parallel discourse, performance 
evaluationn issues have been requiring continuous attention with regard to methodological 
issuess and practical hindrances (2.4.2). Elaborating those themes to the MNC-focus, the 
relationshipp between environmental strategy and structure is further evaluated (2.4.3). 
Thereafter,, the definitions and different categorisations of general strategy and structure 
aree further explored by means of the International Business literature; firstly, with regard to 
thee element of strategy (2.4.4) secondly, with regard to the element of structure (2.4.5). 
Finally,, the attention returns to the linkage between strategy and structure and their differ-
entt foci (2.4.6). 

2.4.11 The developmen t of models , system s and standard s 

Ass regards the systematic implementation of environmental management, the literature 
showss an overwhelming amount of studies on the concept of environmental strategy. As 
summarisedd by Kolk and Mauser, it has been classified in over 50 models, typologies and 
non-linearr models (Kolk and Mauser, 2002; Mauser, 2001). Reflecting on Mauser's 
evaluation,, the characterisation of environmental strategy by means of existing models is 
confrontedd with a few limitations (Mauser, 2001:39). These models: 

 "Are too general, too prescriptive, only conceptual, not very dynamic, lack the possibility of good 

operationalisation,, and do not take sector and country specificity into account"; 

 Do not reflect the reality of organisational and strategic complexity; [and] 

 Are difficult to operationalise. 
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Inn addition, other studies confirm the reality of non-sequential behaviour, in contrast to the 
continuumm presented by many models (e.g. Ghobadian, Viney, Liu and James, 1998). 

Thee literature also shows an increasing amount of attention for the development of 
managementt systems, the development of standards and for the discussion of their quality 
andd differences. Starting with ad-hoc policies in the 1960s, the systems often follow the 
Demingg model of quality management, a cycle of four phases (plan-do-check-act) leading 
too continuous improvement (see e.g. Ammenberg, 2003; Sheldon and Yoxan, 1999; 
Nieuwenhof,, 1996); studies on product and process-oriented improvements are part of 
thiss development for continuous improvement {see e.g. Bakker, 2001; Hoed, 2004). Shri-
vastavaa suggests Total Quality Environmental Management (TQEM) as an option for 
MNCss to contribute to "ecologically sustainable development" (Shrivastava, 1995). Al-
thoughh Shrivastava addresses the contents of TQEM {LCA, energy and natural resource 
conservation,, efficiency, product choice and design) extensively and points out that en-
ergyy companies can play a constructive role, he does not include the dynamics of the cor-
poratee choices behind TQEM and the business strategies: how they come about. 

Too improve the quality of the systems and to support them, voluntary standards 
startedd to develop in the late 1980s and beginning of the 1990s (Starkey, 1996). The 
Britishh Standard 7750, the Eco-Management and Auditing Scheme (EMAS) and ISO 
140011 all aimed to present a document or standard on which companies could build their 
environmentall management system.'9 In the literature, those developments have been dis-
cussedd extensively. Progressing throughout the 1990s, ISO14001 became the star stan-
dardd for environmental management systems. Launched in 1996, ISO saw spectacular 
growth;; by the end of 2003, 66,070 certificates had been issued which is an increase of 
34%% over 2002, when the total was 49449 in 11 7 countries and economies (ISO web-
site,, 14 February 2005). The International Standardisation Organisation20 defines an envi-
ronmentall management system as "the part of the overall system that includes organisa-
tionaltional structure, planning activities, responsibilities, practices, procedures, processes and 
resourcess for developing, implementing, achieving, reviewing and maintaining the envi-
ronmentall policy" (ISO, 1997:5). However, the literature shows that the quality of stan-
dardisedd EMSs is not considered a guarantee for good environmental performance: "It is 
clearlyy possible to be certified and registered without improving very much at all... the ef-
fectss are to a large extent dependent on how companies choose to use them" (Ammen-
berg,, 2003:3, see also Hamschmidt and Dyllick, 2002). Thus, the quality of ISO is de-
bated,, as Kolk puts it, "ISO supporters emphasise its flexibility, whereas opponents criti-
cisee the vagueness" (Kolk, 2000:114). Further examples of criticisms are that ISO 14001 
iss designed to exclude trade from developing countries and is a whitewash for 
stakeholderss because of its success (See Hillary, 2000) or that ISO is a "private sector" 

199 Differences between EMAS and ISO are, amongst other things, that ISO only requires installation of an 
EMS,, while EMAS also requires an independently verified public environmental statement. Furthermore, 
EMAS'ss focus on continuous improvement of environmental performance leads to emphasis on the use of the 
bestt economically viable available technology (EVABAT), while ISO emphasises the system and is more flexi-
blee with regard to the choice of technology (Kolk, 2000:114). 
200 ISO, the International Organisation for Standardisation was established in 1946 in Geneva. Its purpose is to 
standardisee industrial and consumer products that cross national borders in order to facilitate exchange and 
fosterr mutual cooperation in scientific technological and economic areas. In the 1980s, ISO started to work on 
aa 'soft' management issue: quality management systems, departing from its previous focus on technical stan-
dardisationn decisions in which it worked particularly with MNCs (Gleckman and Krut, 1997:46). The ISO 9000 
seriess were the first product of these efforts, Although many corporations combine safety, health and envi-
ronmentall issues in one department because of the similarity of the issues and their reciprocal influence, the 
ISOO series does not (yet) have requirements for health and safety (Gleckman and Krut, 1997:55). 
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definitionn of an international EMS (Gleckman and Krut, 1997:46). Clapp states that the 
ISOO standards are now recognised by the WTO as legitimate public standards and, 
therefore,, in effect create an international ceiling for EMSs. In her opinion, this is a serious 
concernn because of the orientation towards management instead of on performance, the 
highh costs of implementation and of non-implementation for developing countries, and the 
chancee that ISO-certification may become a business condition for operating on global 
marketss (Clapp, 1998). 

Besidess the discussion on the quality of ISO, further studies show a bias in the 
kindd of industries adopting ISO 14001. King and Lenox (2001), for example, found that 
earlyy adopters of ISO 14001 in the US are large facilities that engage in extensive re-
search.. Strong evidence was found that foreign firms with US facilities that "most likely 
havee greater difficulty securing suppliers and placating customer concerns" seek stan-
dardisation.. Weak evidence was found that firms "who have the most to learn", such as 
dirtyy firms in dirty industries are more likely to adopt early. Hansen sustains the conclu-
sionss by his findings that chemical and extractive industries are more inclined to adopt 
crosss border environmental controls because of the vulnerability to scrutiny of 
stakeholderss (Hansen, 1998:106). 

2.4.22 The evaluation of environmental performance 

Notwithstandingg the initiatives for systems and standards, effective industry self-regulation 
provedd difficult to maintain without the commitment of top management (see Mauser, 
2001,, World Economic Forum, 2003) and evaluating systems. In order to maintain and 
gainn credibility, those systems improve the ability for outsiders to audit the improvement 
(Kingg and Lenox, 2000). The studies examined show that a number of interrelated at-
temptss have been made to develop such systems and practical generic categories of envi-
ronmentall performance (see, e.g., Mauser, 2001). An example is the standardised set of 
environmentall performance indicators of ISO14031, a draft standard on environmental 
performancee evaluation (ISO, 1997). It defines environmental performance evaluation as: 
Thee "process to facilitate management decisions regarding an organisation's environ-
mentall performance by selecting indicators, collecting and analysing data, assessing in-
formationformation against environmental performance criteria, reporting and communicating, and 
periodicc review and improvement of this process (ISO, 1997:5). Within ISO14031, three 
typess of environmental performance indicators are distinguished: environmental condition 
indicators;; operational performance indicators; and environmental management indicators. 
Accordingg to Bennett and James (1999b), this potential framework standard of the future 
hass a number of gaps: limited emphasis on standardisation; incomplete discussion of im-
plementation;; excessive complexity; no requirements for external disclosure; and limited 
linkagee with the broader issues of sustainable development. 

Asidee from those limitations, several studies refer to criticism on the lack of an 
adequatee solution as provided by traditional accounting-based measurement systems (e.g. 
Ittnerr and Larcker, 1998:205). An example of a summarising statement on that account is 
ass follows (llinitch, Soderstrom and Thomas, 1998:383, italics in original): 

"The"The accounting profession has been slow to take on the role of defining, measuring and 
controllingcontrolling this broad corporate domain. Thus, measures of environmental performance 
havehave proliferated in the absence of clear, generally accepted guidelines as to what con-
stitutesstitutes good and bad environmental performance. As a result the public is becoming in-
creasinglycreasingly confused and cynical about interpretation of such data." 
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Thee same author s categorise d environmenta l performanc e to tes t its content s withi n a di -

versit yy  of aggregat e environmenta l performanc e indicators . Thei r categorisatio n include d 

bot hh process - and outcome-oriente d measures , as wel l as interna l and externa l perspec -

tives .. As a result , fou r aspect s underli e thei r evaluatio n of approache s of environmenta l 

performance ::  organisationa l systems ; stakeholde r relations ; regulator y compliance ; and 

environmenta ll  impacts . Their finding s (Table 2-7) sho w that no singl e approac h addresse s 

alll  dimensions ; further , the variabilit y in score s acros s the differen t indicator s emerges . 

Tablee 2-7 Environmenta l performanc e rankings 21 of petroleu m companie s 

Continuous/ordinalContinuous/ordinal measures Binary scores Ratings 

CEPP CEP IRRC IRRC IRRC Company mean Frank CEP Mean 
TRII TRISIZ Spill Compl Effic. R&D Shop rating 1) 

Amoco o 

Arco o 

Chevron n 

Exxonn *** 

Mobil l 

Phillips s 

Shelll * 

Sunn * 

Texaco o 

Unocal l 

U S X " " 

2 2 

0 0 

1 1 

0 0 

1 1 

2 2 

4 4 

0 0 

1 1 

4 4 

3 3 

1 1 

0 0 

0 0 

0 0 

0 0 

1 1 

4 4 

0 0 

0 0 

2 2 

1 1 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

3 3 

3 3 

4 4 

4 4 

4 4 

4 4 

4 4 

4 4 

3 3 

4 4 

3 3 

3 3 

3 3 

3 3 

3 3 

4 4 

2 2 

3 3 

4 4 

2 2 

0,9 9 

0,9 9 

0,9 9 

1,0 0 

0,9 9 

1,0 0 

--

0,8 8 

0,9 9 

--

--

0 0 

--

2 2 

4 4 

3 3 

--

--

1 1 

3 3 

--

--

2 2 

3 3 

4 4 

4 4 

3 3 

3 3 

2 2 

2 2 

4 4 

3 3 

3 3 

1 1 

3 3 

3 3 

4 4 

3 3 

3 3 

2 2 

1,5 5 

3,5 5 

3 3 

3 3 

Notes:: A low ranking is best and a high ranking is worst * also ranked by Fortune as Top Ten Most Improved 
"" Also ranked by Fortune and Mother Jones as Top Ten Laggard and Toxin Ten, respectively. "" Also ranked 
byy Mother Jones as Toxic Ten. 1) is mean of Frank R&D and CEP shop. 
Source:: llinitch et al., 1998:397. 

Becaus ee of thi s variability , the author s argu e for the developmen t of a clear , reliable 

andd vali d syste m and for significan t stud y of existin g measures . Othe r authors , suc h as 

Bennet tt  and James (1999a), also conclude d tha t the histor y of performanc e evaluatio n is 

onee of diversity . They discerne d 11 differen t strands 22 but non e of thes e seems to cove r 

th ee entir e environmenta l performanc e field . As Mause r (2001:42 ) concluded , "ther e 

seem ss no agreemen t on wha t thi s entir e fiel d actuall y is....i n othe r words , ther e is no 

211 Variable Ranking Data Sources and Variable Definitions: 1. The Council on Economic Priorities Corporate 
Environmentall Data Clearing House Reports (CEP-CEDC) a within-industry ranking based on TRI emissions; 
2.. CEP-TRISIZ which is CEP's CEDC within-industry ranking based on TRI emissions standardised by total 
sales;; 3. Investor Responsibility Research Center's (IRRC) Spill Index, which is based on the total number of oil 
andd chemical spills; 4. IRRC Compliance Index, which is based on total penalties assessed under various en-
vironmentall and regulatory acts; 5. IRRCs Efficiency Index, which is based on total TRI emissions; 6. Binary 
Scores,, the mean of five binary process variables, including whether the company uses TQEM, has a written 
environmentall policy, includes environmental factors in executive compensation formulas, performs internal 
environmentall audits, and the reporting level of the company's top environmental officer; 7. Frank R&D, Frank-
linn Research and Development Corporation's Rating; and 8. CEP Shop, CEP's Shopping for a better world 
(1990)) rating (llinitch et al., 1998:397). 
222 Those 1 1 strands are energy and materials accounting; health and safety measurement and management; 
environmentall impact assessment; product evaluation; externality assessment; environmental auditing; meas-
urementt and reporting of toxic emissions; incentive-based regulation; total quality management; external rat-
ing;; and strategic integration (Bennett and James, 1999a). 
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agreementt on what, how and where to measure." The work of Toffel and Marshall (2004) 
iss an example of an extension of this status quo in the literature. Their assessment of 13 
weightingg methods to aggregate emission inventory data in order to develop a facility-level 
environmentall performance indicator shows the importance of the focus on a specific 
categoryy of performance (e.g. toxicity to workers and the public, regulatory attention or 
humann toxicity, and ecosystems impact) and the extent to which results are sensitive to 
missingg weighting values (no scheme had 100% coverage of TRI emissions). 

2.4.33 The relationshi p betwee n environmenta l strateg y and structur e 

Soo far, the literature review for the firm level of analysis showed that many studies devel-
opedd classification schedules to categorise environmental strategies and evaluate man-
agementt systems and standards in order to increase the capacity of a company to imple-
mentt those strategies. The environmental impact, sector of industry of companies, their 
sizee and position in the product chain and thus the visibility to customers, commitment of 
topp management were considered as important factors for systematic management and 
qualityy evaluation and standardisation. However, the examined literature also showed that 
performancee measurement is extremely complicated in the evaluation of companies' envi-
ronmentall management practices. Reliable instruments are hard to find, while specific foci 
off attention can result in large differences, which counts for missing values as well. In ad-
dition,, the attention of the literature seems to have underexposed the internal functioning 
off environmental management with regard to the relationship between environmental 
strategyy and environmental structure. 

Justt a few studies were found addressing this linkage. The first example concerns 
ann article from Fryxell and Vryza (1999:42), who find different desired levels of integration 
betweenn functional departments within firms; the desired level of integration would vary in 
alignmentt with the environmental goals of the firms. Subsequently, referring to Bonoma, 
Slevinn and Narayanan (1977), Gupta, Raj and Wilemon (1986:15) suggest that a state of 
integration,, defined in terms of "unity of effort" in various organisational subsystems, exists 
betweenn the organisational subsystems if "there is a continuous exchange of information 
betweenn the parties, and if they agree on decisions and decision making authority." 

Anotherr exception addressing factors of both a strategic and structural nature is 
thee sector-specific study by Estrada, Tangen and Bergesen (1997). Their examination of 
thee developments within the petroleum industry until the mid-1990s concludes a tendency 
towardss convergence, an efficiency driven approach and a fluctuation of corporate con-
cernn in relation to public concern; unfortunately the linkage between strategy and struc-
turee is not broadly addressed. A last example of an article with attention for the linkage is 
Moser'ss (2001) work on sustainable business practice in the petroleum industry. Building 
onn three elements (content, context and processes) he examined the contribution of 
MNCss to the "sustainable development practice" in the Peruvian and Bolivian setting. His 
findingss indicate that this practice is not yet widespread. Referring to the importance of 
thee first analytical perspective, the importance of local legislation and the influence at-
tachedd to formal stakeholders (such as the government) came forward as decisive factors 
forr the implementation of sustainable management including social aspects, specifically. 
Notwithstandingg these exceptions, the conclusion is that both the linkage between strat-
egyy and structure as well as the strength of their mutual relationship, have been underex-
posed. . 
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2.4.44 Linkin g genera l strateg y to environmenta l strateg y 

Aree international business and strategy/organisation literatures better capable of revealing 
thee linkage between environmental strategy and structure? Focusing on the element of 
strategy,, many definitions, ideas and perspectives have been put forward (e.g. Chandler, 
1962;; Daft, 1998; De Wit and Meyer, 1999; Farjoun, 2002; Mintzberg, 1998a; Quinn, 
1998).. Table 2-8 shows an overview of corporate and business strategy typologies. 

Inn short, a company's strategy defines the way in which organisations want to 
reachh a certain goal, which can be intended and made explicit beforehand or not. Ac-
cordingly,, a strategy can be initiated at a minimum of four different levels within the or-
ganisation:: the corporate, business, functional and operational level (Tallman and Yip, 
2001;; Thompson and Strickland, 1999). Strategy is not an easy tangible item. Neverthe-
less,, three elements will be particularly highlighted in this study, for the context of MNCs: 
verticall integration, diversification, and internationalisation. 

Tabl ee 2-8 Overvie w of th e rang e of corporat e and busines s leve l strategie s 

AA range of corporate strategies 

Category Category 

IntegrationIntegration strategies 

IntensiveIntensive strategies 

DiversificationDiversification strategies 

DefensiveDefensive strategies 

Action Action 

Forwardd integration; Backward integration; Horizontal integration (mergers and 
acquisitions) ) 

Market t penetration;; Market development; Product development 

Concentricc diversification (adding new but related products/services); Horizontal 
diversificationn (adding new, unrelated for present customers); Conglomerate 
diversificationn (adding new, unrelated products/services) 

Jointt venture (temporary partnerships/consortium); Retrenchment (turn-
around/reorganisationall strategy); Divestiture (selling division or part); Liquida-
tionn (selling all) 

Businesss strategy typologies (in order of appearance) 

Authors Authors 

Buzzell,Buzzell, Gale and Sultan 

UtterbackUtterback and Abernathy 

HoferHofer and Schendel 

Vesper Vesper 

MilesMiles and Snow 

Abel Abel 

Porter Porter 

Miles Miles 

Year Year 

1975 5 

1975 5 

1978 8 

1979 9 

1978 8 

1980 0 

1980 0 

1982 2 

Typology Typology 

Building,, holding, harvesting 

Maximisingg pert., maximising sales, minimising costs 

Sharee increasing, growth, profit and liquidation 

Multiplication,, monopolising, speciali. and liquidation 

Prospectors,, defenders, analysers and reactors 

Dimensionss of scope of offerings, degree of competitive diff., extent of 
diff.. across product-market segments 

Differentiation,, low cost and focus 

Domainn offense and domain defense 

Sources:: David, 1987 (corporate strategies); Dess, Gupta, Hennart and Hill, 1995 (business strategy 
typologies). . 

VerticalVertical integration 

Verticall integration refers to the expansion of the firm's range of activities backward, into 
sourcess of supply and/or forward, toward end users of the final product (Thompson and 
Strickland,, 1999:156). As such, the degree of vertical integration depends on the 
amountt of direct control a company exerts over its value chain by means of in-house 
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productionproduction and distribution (Van Tulder, Van den Berghe and Muller, 2001 a:16). Verti-
cally-integratedd firms undertake all parts of the vertical chain, while vertically de-
integratedd firms outsource most steps in the chain to suppliers; they keep only product 
designn or marketing in-house (Tecson, 1998:4). Vertical integration and in-house pro-
ductionn are stimulated in case of: 1. coordination problems; 2. the possession of valu-
ablee knowledge; and 3. transaction costs. Coordination is supposed to be achieved 
moree easily under centralisation of administrative control than when several suppliers 
needd to be managed. Knowledge on design, production know-how and consumer infor-
mationn can be so valuable as to decide not wanting to risk its leakage to suppliers or 
distributors.. Transactions costs, the third aspect motivating vertical integration, are costs 
thatt arise when using the market that can be eliminated by using the firm. Included in 
thesee costs are the time and expense of negotiating, writing and enforcing contracts 
(Besanko,, Dranove and Shanley, 1996: 89-94). Studies on the relation between vertical 
integrationn and environmental strategy were not found. 

Diversification Diversification 
Diversificationn was firstly discussed by Ansoff {1957, 1958) and Chandler (1962) (see 
alsoo Ramanujam and Varadarajan, 1989). It refers to horizontal diversification or horizontal 
integration:: a diversified company is a collection of several different business units, arising 
fromm internal growth into new activities or from acquisitions (Meyer, forthcoming). Diversi-
fyingg a company requires new competencies or the augmentation of existing ones (Ru-
melt,, 1974). The level of diversification depends on the strategic choices of the firm and 
thee sector of industry in which it operates. The rationale behind diversification consists of 
economiess of scale and scope, financial synergies, transaction costs and the pursuit of 
manageriall (rather than firm) objectives. More general factors stimulating diversification 
are:: 1) the general environment of the firm and its legal, political, economic, technological, 
sociall and ecological characteristics; 2) the industry's competitive environment; 3) firm 
characteristics;; and 4) firm performance (Ramanujam and Varadarajan, 1989:525). How-
ever,, "most strategists agree that, in fact a substantial percentage of diversification is pur-
suedd for other goals" (Besanko, Dranove and Shanley, 1996:21 7). 

Accordingg to Caves (1980), diversification strategies emerged first in the US and 
weree increasingly pursued by leading companies; the regulatory environment in Europe, 
reconstructionn after the war and, for example, the legal access to horizontal mergers in 
Europee reduced the incentive to diversify there. The time lag of unidentified duration be-
tweenn the spread of the multi-divisional structure (diffused in the period 1950-1970) and 
thee developments in strategy would have been smaller in 1970 than in 1950. Further 
findingss from Rumelt in 1974 identified the end of unrelated diversification (i.e. in the form 
off acquisitive conglomerates) in the mid-1970s and its re-emergence in the 1980s; this is 
confirmedd by the findings of Besanko, Dranove and Shanley (1996:221 ).23 Continuing to 
thee 1990s, European firms did not change their horizontal integration in the 1995-1998 
period.. Furthermore, a significant negative relationship was found between degree of ver-
ticall integration and horizontal diversification (Van Tulder, Van den Berghe and Muller, 
20011 b:29). Studies on the relation between diversification and environmental strategy 
weree not found either. 

233 Besanko, Dranove and Shanley (1996:220) found four different waves in diversification activity in the US in 
thee 20th century: 1) after the depression of 1883 to reduce competition and achieve economies of scale; 2) 
afterr WW I for the same reasons; 3) in the 1960s, leading to large, diversified conglomerates; and 4) in the 
1980s,, including 'hostile' take-overs, intended to break up the conglomerates. 
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Internationalisation Internationalisation 
Internationalisationn refers to the degree of transnational activity of a firm that can be de-
finedd as the process of increasing involvement in international operations. Clearly this in-
volvementt has several dimensions, such as sales objects, target markets, organisational 
capacity,, personnel, organisational structure and finance (Welch and Luostarinen, 1988). 
Thee discussion on internationalisation (see, e.g., ; Buckley and Ghauri, 1993; Goedege-
buure,, 2000; Rugman and Verbeke, 2004; Rugman and Hodgetts, 2001; Rugman, 2000; 
Ruigrokk and Van Tulder, 1995; Ruigrok and Wagner, 2003) has focused on the scope 
andd intensity of the process. According to Buckley and Ghauri (1993:xiv), attention in the 
debatee has shifted from the decision to export to the more longitudinal approach of inter-
nationalisation.. Factors influencing the choice to internationalise are: knowledge develop-
ment;; communication networks; risk and uncertainty; and control and commitment (Welch 
andd Luostarinen, 1988); other reasons are competitive pressures to procure inputs from 
thee cheapest possible sources to the growing ease of transborder communications and, 
reductionn of transport costs (Dunning, 1994:25). In Table 2-9, an overview is given of 
severall types of investments and internationalisation strategies. 

Tabl ee 2-9 Overvie w of typ e of investment s and internationalisatio n strategie s 

Typee of Investments 

(Dunning,, 1993) 

(natural)) resource-seeking 
markett seeking 
efficiencyy seeking 
strategicc asset-seeking 

Internationalisationn strategies 

(UNCTAD,, 1993) 

Stand-alonee strategy: 
multi-countryy focus 
Simplee integration: regional focus 
Complexx integration: whole world 

(Ruigrokk and Van Tulder, 1995) 

Globalisation:: direct control, vertical integra-
tion,, economies of scale 
Glocalisation:: vertically de-integrated firms, 
economiess of scope 

Aspectss considered 

Escapee investments 
Supportt investments 
Passivee investments 

Relationn to host economy 
Relationn to headquarters 
Responsibilityy of subsidiary 

Structuree of the firm 
Conceptss of control 
Areass of strategic concern 

Accordingg to Dunning (1991:124), the extent and pattern of international production is 
determinedd by the configuration of three sets of forces, also known as the eclectic or OLI-
paradigm.. Van Tulder, Van den Berghe and Muller (2001b) identified government interven-
tionn as a major factor: privatisation of formerly controlled industries is a key factor in inter-
nationalisationn trends in the mid- to late 1990s. Their sample showed an internationalisa-
tionn figure of about one-third (29.7%) for the average large industrial firm24, in which three 
clusterss of companies can be distinguished: domestic companies; late internationalisers; 
andd well-established MNCs (Van Tulder, Van den Berghe and Muller, 2001 b:48). Some of 
thee well-established MNCs have reached a "second stage of internationalisation, in which 
theirr organisational structure has increasingly become much more complex than the tradi-
tionall multi-domestic model": subsidiaries are increasingly operating as single entities with 
considerablee independence from their headquarters (2001 b:55). 

Relatingg to environmental strategy, Kolk and Van Tulder (2004a) study found sup-
portt for a positive correlation between internationalisation strategy and proactivity in envi-
ronmentall strategy. In this regard country origin or institutionalised contexts were found to 

244 Measured by the TransNationalitylndex: the average of three indicators (sales, assets and employees). 
Basedd on assets, the degree is 30.19 % for a sample of the 100 largest industrial firms (Kolk and Van Tulder, 
2000). . 
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bee of greater influence than sector differences: TNCs originating from small domestic 
marketss have a higher degree of transnationality and European companies have higher re-
portingg frequencies than Japanese and US firms and present more proactive strategies 
too,, except in the petroleum industry, where US firms report more than the Japanese firms 
inn the sample. 

StrategyStrategy at the business unit level 

Businesss strategy {'How do we compete?') is considered as the fourth element at the 
strategicc level. As Porter (1998) stated coping with competition is the essence of strategy 
formulation.. An overview of the different categorisations has been given inTable 2-8. Re-
latingg business strategy to environmental strategy, Aragón-Correa (1998) found a signifi-
cantt relationship between a firm's strategic proactivity in the Miles and Snow context and 
theirr natural environmental development. The proactivity in business strategy of the least 
developedd group in terms of natural environmental development was significantly lower 
thann that of the other groups. Large size also had an impact on the extent to which tradi-
tionaltional approaches were used. Limitations result from, amongst others, the nature of the 
sample:: only Spanish firms were included. 

2.4.55 Linkin g genera l structur e to environmenta l structur e 

Movingg the focus from strategy to structure, a range of definitions were phrased to define 
structuree from the early 1960s onwards {see, e.g., Caves, 1980; Khandwalla 1977; 
Chandler,, 1962). The definition of the function of the organisational structure is relatively 
undisputed:: to coordinate activities in order to be able to pursue goals. Those coordina-
tionn mechanisms can take two formats: 1. Types of organisational design; or, a broader 
interpretation:: 2. Dimensions of design. The number of types of organisational design is 
virtuallyy unlimited. Table 2-10 presents an overview of categorisations as made by leading 
authors.. The overview is not exhaustive but it gives an indication of the variety in categori-
sations:: most authors present four or five major types of structural design25, but hardly any 
off the authors really tested the structural variables for a considerable number of firms. 

Daft'ss (1998) structural dimensions relate to the dimensions of design. They repre-
sentt a more inclusive concept of structure: co-ordination mechanisms, which provide the 
labelss to describe the internal characteristics of organisations and assess the variety of 
organisationall forms and types (see Table 2-11). Five contextual characteristics {size; 
technology;; environment; goals and culture) are an addition to that; they describe the or-
ganisationall setting, which influences and shapes the structural dimensions {Daft, 
1998:15-17). . 

255 Several empirical studies have examined the occurrence of the different types or the transition from one 
typee to another. Within the European context, Ruigrok, Pettigrew, Peck and Whittington (1999) found the 
emergencee of certain internal network characteristics but could not confirm the rise of an organizational form 
beyondd the multidivisional one. 

31 1 



Thee Greening of Black Gold 

Tabl ee 2-10 Organisationa l structure : an overvie w of majo r MNE form s 

Author,Author, year* Major forms Empirically Empirically 
tested tested 

PointPoint of view 

Rumelt,, 1 974 Functional l 
Functionall - with subsidiaries 
Productt division 
Geographicc division 
Holdingg company 

No,, only the Relation strategy, 
levell of vertical structure and 
integrationn economic per-

formance e 

GalbraithGalbraith and 
Nathanson, Nathanson, 
1978 1978 

Centralisedd functional 
Decentralisedd multidivisional 
Holdingg company 
Matrix x 

44 No Structure,, sys-
temss and proc-
esses,, imple-
mentation n 

UNCTAD,UNCTAD, Intra-firm structures (region, product function) 
1993a1993a Inter-firm structures (strategic partnerships) 

Network k 

33 No Organisational l 
structuree and 
strategy y 

Besanko,Besanko, Dra- Unitary functional ('U-form') 
novenove and (Multi)divisional ('M-form') 
Shanley,Shanley, 1996 matrix 

network k 

44 No Economicc aspects 
relatedd to strategy 

JohnsonJohnson and Simple structure 
Scholes,Scholes, 1997 Functional structure 

Multidivisionall structure 
Holdingg company 
Matrixx structure 
Intermediatee structures/ variations 
Networkk and virtual org. 
Structurall types in MNCs (internat, div., internat. 
subs.,, integrated/global product structure, trans-
nat,, US/EU origin) 

No,, gives em- Organisational 
piricall exam- structure and 
piess strategy 

listedd by year of appearance, in alphabetical order within each year. 

Tabl ee 2-11 Daft' s structura l dimension s of organisationa l desig n 

Dimension Dimension Description Description 

Formalisation n 

Specialisation n 

Standardisation n 

Thee amount of written documentation in the organisation. Including procedures, job 
descriptions,, regulations, policy manuals. Often measured by counting the number of 
pagess of documentation. 

Degreee to which organisational tasks are subdivided into separate jobs. Sometimes 
referredd to as division of labour. 

Extentt to which similar work activities are performed in a uniform manner. 

Hierarchyy of authority Who reports to whom, and what is their span of control (the number of employees 
reportingg to a supervisor). Vertical lines on an organisation chart. 

Complexity y 

Centralisation n 

Thee number of activities or subsystems within the organisation. Can be measured 
alongg three dimensions: vertical (number of levels in the hierarchy), horizontal (num-
berr of job titles/departments horizontally), spatial (number of geographical locations). 

Thee hierarchical level that has authority to make a decision. 

Professionalisationn The level of formal education and training of employees. 

Personnell ratios The deployment of people to various functions and departments. Includes administra-
tivee ratio, clerical ratio, professional staff ratio and the ratio of indirect to direct labour 
employees. . 

Source:: Daft, 1998:15. 
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Perceivedd in this manner, organisational structure consists of much more than the differ-
encess shown by organisation charts alone {Rumelt, 1974:33): "Systems of control, plan-
ningg and information flow, methods of reward and punishment, degree of delegation and 
techniquess of coordination are among the important determinants of the way of life within 
thee enterprise." Besanko, Dranove and Shanley (1996) support this view and summarise 
thee complexity of organisational structure in two related problems: 1. departmentalisation 
andd 2. co-ordination and control of activities. Three elements appear most frequently in the 
literaturee (cf. Martinez and Jarillo, 1991): complexity (departmentalisation); centralisation 
(delegationn of authority); and structure of ownership. 

ComplexityComplexity (departmentalisation) 
Thee structural dimension of diversification developed later than its strategic one. Although 
thee first, decentralised, multidivisional structures in the United States began to be set up 
beforee and in the 1920s (Chandler, 1962), the major period of spreading the 
multidivisionall structure was 1950-1970 and started in the United States. Reasons to 
adoptt the multidivisional structure are: the rise of market opportunities and technological 
capabilities;; elements of bounded rationality; control loss; and the avoidance of redundant 
communications.. For the developments until the early 1960s, Chandler's inter-industry 
comparisonn shows the sector differences in the acceptance of the divisional structure 
(seee Table 2-12). 

Tabl ee 2-12 The sprea d of th e multidivisiona l structure , 1960 

Industriess not accepting the new Industries partially accepting the Industries widely accepting the 
structuree new structure new structure 

Copperr and nickel Processors of agricultural products Electrical/electronics 
Steell Rubber Power machinery and automobiles 
Aluminiumm Petroleum Chemicals 
Materials s 

Source:: Chandler, 1962 (Bold added). 

Forr the first of Chandler's group, economic conditions at the time encouraged relative in-
stitutionall stability and administrative simplicity. The second group of partial acceptance, 
includingg the petroleum industry, shows the variation in administrative needs between en-
terprisess in a single industry (Chandler, 1962). The third group of industries widened 
Chandler'ss interpretations with regard to both the nature of industrial complexity and, the 
internall factors that inhibit adjustments. Furthermore, Chandler states that essential re-
shapingg of the administrative structure nearly always had to wait for a change in the top 
commandd (Chandler, 1962). 

Accordingg to Grant and Cibin (1996), most of the petroleum companies reorgan-
isedd their divisional structures between 1973 and 1981, but changes in the distribution of 
decision-makingg were modest. The changes in divisional structure were of two kinds: 1. 
Movingg from a geographically-based to a product-divisional structure; and 2. Reducing the 
numberr of divisions directly reporting to headquarters. In the 1980s, the companies 
startedd to decentralise their decision-making processes, including vertical de-integration, 
neww approaches to corporate planning and empowerment. Previous research on the rela-
tionn between departmentalisation and environmental structure was hardly found. Fryxell 
andd Vryza (1999) wrote about the integration of environmental department with various 
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functionall departments and found that integration with the production function appeared 
too be particularly important, followed by the legal function and accounting and marketing. 

Centralisation Centralisation 
Thee second element included here as a part of organisational structure is centralisation. 
Accordingg to Caves (1980), the degree to which a company decentralises functions to its 
divisionss varies with its strategic choices; the more diversified the strategy, the more de-
centralised.. Bartlett and Ghoshal (1998:184) showed that centralisation (pushing author-
ityy up the hierarchical line) is very costly to operate. In the petroleum sector, until the be-
ginningg of the 1970s, centralisation reflected the highly interdependent activities of the 
companiess with an unusual proportion of decision making at headquarter level. The em-
phasiss on operational planning was associated with an "engineering approach" and "engi-
neeringg culture", which according to Grant and Cibin (1996:168) was reflected in the 
technicall background of the companies' managers. An essentially closed system of verti-
call integration insulated the oil companies to external influences. 

Noo research on the relation between centralisation and environmental structure has 
beenn found, although some attention has been given to environmental centralisation and 
performancee (see, e.g., Mauser, 2001). However, Lundan referred to the importance of the 
integratedd network structure of the MNC in the transfer of standards within the firm: the 
learningg between subsidiaries and corporate headquarters (Lundan, 2004). 

StructureStructure of ownership 
Thee third element identified in this study is structure of ownership. Forms of structure of 
ownershipp include fully-owned operations, (inter)national consortia, joint venture, majority 
stake,, and owned and operated by others.26 Other distinctions are ownership by the state 
versuss ownership by private shareholders, as well as changes in ownership as a result of 
privatisationn or mergers. 

Inn the literature, Hastings (1999) is one of the few makings claims regarding the 
relationshipp between environmental structure and ownership issues. She points out that 
thee dynamics of the partnerships involved in stakeholder integration projects in sensitive 
areass could help establish protocols for guiding these relationships. No direction is given 
too the effects observed. Another claim is made by Griss who refers to the importance of 
sharedd values, leadership from the top, versatility in corporate culture and procedures, and 
effectivee communication to make "corporate commitment to sustainability survive a mar-
riage"" (Griss, 2000). 

2.4.66 The linkag e betwee n strateg y and structur e 

Withinn the previous review of the International Business literature, vertical integration, di-
versification,, internationalisation and business level strategy were selected as the main 
elementss of a strategic nature. Complexity, centralisation and structure of ownership were 
singledd out as elements of a structural nature. The international business literature high-
lightss specific links between these elements quite frequently: the relationship between 

266 Other examples of issues of ownership concern the composition of its shareholders, e.g. inside ownership 
byy managers vs. outside ownership by others; majority holders; blocking minorities; and constellations of core 
shareholderss (see Moerland, 1995). Results from Pedersen and Thomson (1997) show that national owner-
shipp structures within Europe differ even after controlling for company size and industry effects. 
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strategyy and structure is one of an interlinked set of research questions involving strategy 
(Hambrick,, 1980).2' 

Withinn the strategy category, diversification received the most attention (Dess, 
Gupta,, Hennart and Hill, 1995). The work of Geiger, Hoffman, and Boal (2003) is an ex-
amplee of a study examining the relationship between diversification and structural differen-
tiationn (i.e. organizational types). Other examples of studies focusing on a linkage between 
aspectss of strategy and structure include: 

 Lawrence and Lorsch's (1967) work on the integration-differentiation-performance 'fit'; 
 Powell's (1 992) article on organisational alignment and performance (focusing on the rela-

tionn between size and organisational dimensions: e.g. formalisation, formal planning); 
 Chakravarthy's (1982) work, who linked Miles and Snow's levels of adaptation at the busi-

nesss unit level to structural dimensions of organisational structure (Chakravarthy, 1982); 
 Galbraith (2001) who combines several aspects of strategy (e.g. diversification) and struc-

turee (e.g. specialisation, centralisation, complexity) with processes, rewards and people to 
achievee an effective organisational design. 

Roth,, Schweiger and Morrison's (1991), as another example, suggest that business unit 
effectivenesss is a function of the fit between international strategy and organisational de-
sign.. Egelhoff (1988), Pla-Barber (2002), Stopford and Wells (1972), and Wolf and Egel-
hofff (2001) are examples of empirical studies examining the relationship between interna-
tionalisationn and organisational forms; Wolf and Egelhoff included degree of centralisation 
andd local responsiveness as well. 

Focusingg on the petroleum sector, Grant (2003) provides an example of sector-
specificc work on alignment. His focus on centralisation and coordination mechanisms 
showss that planning systems in the petroleum industry point to a possible reconciliation of 
'design'' and 'processes' approaches to strategy formulation. Although they showed limited 
innovationn and analytical sophistication, planning systems provided a coordination mecha-
nismm for decentralised strategy formulation within a structure of performance targets and 
corporatee guidelines; this fostered adaptation and responsiveness (Grant, 2003). 

Notwithstandingg an abundance of articles focusing on specific links, Miller (1986) 
pointedd out that this "oversimplification" leads to a shortcoming: reality cannot be ex-
pressedd in those terms but only in configurations. However, his empirical research shows 
that,, even then, many categories are open in their answer: "it varies". In addition, links to 
thee environmental management literature have hardly ever been made. One of the few ex-
ceptionss in this regard is the work of Delmas and Toffel (2004). Combining the different 
levelss of analysis as well as several factors of both strategy and structure, they distinguish 
thee importance of moderating factors at the facility level of companies to the environmental 
managementt practices of firms, in addition to coercive and normative pressures such as 
thosee imposed by governments and customers and industry associations. On the basis of 
aa survey of US environmental managers, the following moderating factors were mentioned: 
managerss perceptions of institutional factors; stakeholder influences from the private sec-
tor;; corporate influence on facilities; a larger size of facilities; an international presence of 
thee firm of the facility; and whether facilities have their home-bases in Europe. 

277 The other four are: the strategy-performance linkage; the strategy-process linkage; the inter-level strategic 
linkages;; and the gap between intended strategy and realised strategy (Hambrick, 1980). 
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Conclusions:Conclusions: Environmental management and internal organisation 

Thee review of the literature on the firm level shows that separate elements of both envi-

ronmentall strategy and environmental structure (e.g. classification schemes, typologies, 

environmentall management systems, the development of standards) and the evaluation of 

environmentall performance have been extensively examined, However, the environmental 

managementt literature shows considerable gaps with regard to the examination of the re-

lationshipp between strategy and structure in the environmental perspective; only a few 

studiess have been found. This omission may result from the relatively recent development 

off these management models and therefore the simple lack of time to check for their em-

piricall linkage, especially when the philosophy of 'structure follows strategy' is adopted. 

Buildingg on insights on the linkage between strategy and structure from the international 

businesss and strategy /organisation literatures, the conclusion may be that the embedding 

off environmental management in an organisation requires a relationship between environ-

mentall strategy and environmental structure, the strength and shape of which need further 

examination.. Further, the review shows that the relationship may be influenced by general 

elementss of strategy and elements of organisational structure. 

2.55 Conclusion : th e blac k and grey boxe s of environmenta l managemen t 

Thiss chapter gave an overview of the main debates in the environmental management lit-

erature,, differentiating analytical perspectives on basis of levels of analysis (country, sec-

tor,, firm) and focus (general, MNC-specific) (see Table 2-13). 

Tablee 2-13 Environmental management: major gaps in the literature 

Generall MNC-specific? 

Outside-inn The impact of regulation Issues of Location: 
Havens,, halo's, zones and flight 

Thee examination of the influence of countries showed that the diversity of regulatory re-

gimess has been framed by several studies, finding an extreme position of the US versus 

otherr regions, while diversity remains within the European region. Although regulation is 

generallyy mentioned as the primary motive to engage in corporate environmental man-

agement,, it is hard to indisputably prove its exact effects on the behaviour of companies. 

Forr MNCs, this complexity is strengthened by their presence in a variety of institutional en-

vironments.. The complex interaction between country-specific and firm-specific advan-

tagess influences the trade and investment decisions of companies in a way not yet very 

welll understood by policy makers and academics. Considering pollution haven and indus-

triall flight, the costs of compliance with environmental regulation does not inevitably lead 

too the moving of entire industries; notwithstanding existing anecdotal evidence which has 

ledd to the debate on pollution zones. However, the debates point to the additional rele-

36 6 



22 The Black Box of Environmental Management 

vancee of factors debated in the other analytical perspectives: the network or sector level 
andd company-specific factors. 

Thee meso level of analysis shed light on the influences of the competitive network 
andd sector of industry of the firm. It started with a company's perception on the relation-
shipp between economic and environmental goals which results in a perspective on its 
competitivee position. According to the literature, the position of companies depends on 
thee time frame of managers and on firm-specific capabilities to pursue innovations of dou-
blee benefit. Empirical findings have been influenced by the diversity and inconsistencies in 
methodology.. So far, the majority of the results support a positive relationship. 

Itt is increasingly being argued that non-financial impacts of environmental man-
agementt should be taken into account as well. Reputation building, for example, is con-
sideredd a pressure or motive for engagement in environmental management although its 
multidimensionalityy shows barriers to calculations of all its effects. Strengthened by the 
risee of the Internet, the degree of visibility of a company enforces the reputation mecha-
nism:: this stimulates companies to take self-disciplinary action in response to corrective 
measuress of stakeholders. In the literature review, the increase in external disclosure was 
observedd from this angle as well: the call for accountability by actors in the network of the 
company.. The degree of reporting was found to be both nationality- as well as sector-
related.. Notwithstanding the number of studies, many questions still remain; debates on 
thee relationship between economic and environmental goals are inconclusive while net-
workk pressures on companies are hard to frame due to their dynamics and/or multidimen-
sionalityy {e.g. in the case of reputation). Further, the external disclosure strategies of com-
paniess have resulted in debates on clarity, quality, reliability and completeness. Therefore, 
thee MNC-specific part of the sector perspective can be identified as a 'grey box' needing 
furtherr examination (see Table 2-13). 

Finally,, the review at the micro level of analysis showed that certain elements within 
thee firm and its internal dynamics, such as the development of management systems, 
standardss and environmental performance measurement techniques have been examined 
frequently.. Especially with regard to the latter aspect, methodological inconsistencies and 
measurementt difficulties were observed. Sector influences exist with regard to the choice 
forr implementation of standards. The literature review identified a clear gap with regard to 
thee relationship between environmental strategy and environmental structure. So in gen-
eral,, this can be considered a 'grey box' of the research as well. Especially for the MNC-
perspective,, only a few studies were found in relationship to their linkage and the integra-
tionn of environmental issues into overall management. The review shows that some of 
thosee linkages (e.g. with internationalisation, business strategies, diversification, structure 
off ownership) have been superficially examined, but hardly in an overall perspective. Fi-
nally,, hardly any research was found for the relationship between environmental strategy 
andd environmental structure, especially not for the MNC-specific focus. 

Inn the light of the previous, the most underexposed dimension of environmental 
management,, and thus, the black box of this study, is the relationship between interna-
tionaltional environmental strategy and environmental structure, and its influencing factors (see 
Tablee 2-13). Deeper insights in this black box as well as in the grey boxes of the general 
andd sector perspective may contribute to the evaluation of the behaviour of MNCs over 
time.. As the review of both the macro and meso level of analysis pointed at the influence 
off sector specificity on environmental management, the study concentrates on one sector 
off industry: the petroleum sector. The framework of analysis will be specified in the next 
chapter. . 
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