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ABSTRACT. Managers’ commitment to contribute to
sustainable development holds the key to their long-term
business success and may be a source of competitive
advantage. The managerial perception of business ethics is
influenced by the level of moral development and personal
characteristics of managers. These perceptions are also
shaped by forces existing in the environment of the firm,
including available resources, societal expectations, sector,
and regulations. The resource-based perspective can thus
contribute to the analysis of ethical issues offering
important insights on how they can influence the envi-
ronmental strategy of the firm. The findings of this study
show that firm resources have a strong influence on
business managers’ ethical attitudes. In addition, the
application of resource-based rationales to ethical issues
can be justified in the following several ways: it influences
a managerial perception of natural environment as a
competitive opportunity, it requires investments of
financial and human resources, flexibility and speed in the
adaptation to environmental changes, and it creates new
resource-based opportunities through changes in preven-
tion pollution technology, policy process, and market
forces.
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Introduction

Every so often, it is important to step back from the
day-to-day matters which occupy our time and
energy and consider where we are going. The issues
are becoming clouded, the context is changing, and
the risks incurred in leaving the resolution of business
dilemmas to the moral consciousness of managers are

growing (Webley, 2001). Therefore, in every busi-
ness, a focus on traditional ethical values will not only
provide some stability and consistency in the face of
such massive changes, but also enable those businesses
to command greater trust from their stakeholders and
become more successful (Schroeder, 2002).
Although the term ‘ethics’ is difficult to define, its
place in business flows from the corporate values and
culture of an organization. Many people struggle
with the terms ‘ethics’ and ‘social responsibility.’
According to Rushton (2002, p. 137), ethics is the
application of moral principles in making choices
between right and wrong courses of action; business
ethics 1s the application of those moral principles in
making business decisions; and social responsibility
has come to mean those positive actions or responses
that a firm takes to help discharge its responsibilities
to external stakeholders, such as the communities in
which it operates, and to the environment. Ethics
and values are also at the foundation of sustainability,
so successful global businesses will be those that
integrate sustainable development, including social
responsibility, into their business strategies.
Decisions, both large and small, are unavoidable
in business. If all business decisions do contain an
ethical component, then the real challenge is “to
make the ethical component of business decision-
making explicit so as to make it better” (Megone,
2002, p. 28). Good business and sustainable devel-
opment go hand-in-hand. Managers’ commitment
to contribute to sustainable development holds the
key to their long-term business success and could be
a source of competitive advantage (Rushton, 2002).
Managers tend to view strategic environmental issues
as threats, unless there is strong evidence to do
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otherwise. Threats are personally aversive, whereas
opportunities are attractive (Dutton, 1988).

Bowen (2002) shows that resource availability and
firm visibility are significant factors in determining
firm environmental orientation. This is so because the
amount of resources available to the organization and
firm size will determine the firm’s organizational
capacity to apply the appropriate environmental
initiatives and then its environmental performance
(Elsayed, 2006). Brammer and Pavelin (2004) add that
the nature and strength of the links between the
resources available to firms and their social perfor-
mance depend upon characteristics which impact the
expectations of stakeholders about the behaviors of
specific firms. Then, more consideration should be
given to determine the sector level realities (Cottrill,
1990). Other reasons given for concentrating on
specific sectors are the uniqueness of internal com-
petencies or external pressures inherent in a sector, the
degree of public visibility, the difterent configurations
of stakeholders, and their differing degrees of activism
on particular issues (Griftin and Mahon, 1997).

The motivations for this research are two-fold.
Firstly, most of the literature related to environ-
mental protection highlights that managers need to
be able to talk about values in business performance
terms (Bansal, 2005; Elsayed, 2006; Stanwick and
Stanwick, 2000). One can in fact go further and
argue that they need to be able to talk about values
and ethics in strategic terms (Rushton, 2002). The
concept that enables them to do this is environ-
mental management and the fact that the firm is
going to include sustainability in its strategic plan and
have a coherent responsibility strategy based on
sound ethics and shared values which will deliver
clear business benefits, not least an improvement to
its competitive position in the market. Secondly, in
the environmental management area, businesses not
only can increase the productivity of the available
resources through green innovation but also design
and develop the green products that will allow them
to ask for higher profits and improve their corporate
image. Besides, the firms pioneering the green
innovation can enjoy the ‘first-mover advantages’
(Bansal and Hunter, 2003). Therefore, investing in
green innovation might not only prevent firms from
facing environmentalist protests or penalties, but also
help them to develop new market opportunities and
increase their competitive advantage.

This study has as its aim to answer the following
questions: (1) how do firm resources and capabilities
influence managers’ attitudes toward the natural
environment as a competitive opportunity? and (2)
are these managers’ attitudes and the firm’s resources
and capabilities linked to the way and the moment in
which environmental management is developed?

The article has contributed to the literature in a
number of ways. Firstly, through an analysis of the
social responsibility level in terms of legitimacy
within society, public responsibility within the
organization and managerial discretion based upon
moral grounds by each individual within the orga-
nization. Investing in social responsibility activities
can have important consequences for the creation or
depletion of fundamental intangible resources and
capabilities, for example, those associated with
managers, employees and stakeholders. The intensity
of the different complementary assets affecting
managers’ perception of the natural environment as a
competitive opportunity are identified and evalu-
ated. Secondly, the processes of social responsiveness
including environmental assessment, stakeholder
management, and environmental management are
studied. Thirdly, the adoption of a pioneering entry
strategy that can improve managers’ competitive
opportunities is subjected to consideration. Social
issues, environmental pressures and ecological sen-
sitivity of stakeholders have affected corporate
decision-making and behavior, as well as the eco-
logical sensitivity of managers. In fact, some of them
have seen in business ethics a competitive opportu-
nity if they move before competitors, because ethical
consumers have increased their demand for green
and ethically produced goods (Schroeder, 2002).
Literature has made relatively few contributions to
the analysis of the potential advantages derived from
moving first, and always relating them to charac-
teristics typically associated with the introduction of
preventive environmental practices, for which the
resource-based view has been adopted (Christmann,
2000; Nehrt, 1996). From a methodological point of
view, a mixed-method research design in two phases
— qualitative and quantitative — has been used, which
reinforces the findings of this study because the
synergies derived from this integration can be taken
advantage of.

The present article has been structured as follows:
After carrying out a literature review, a two-phase
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research development was presented in which the
first phase includes comparative case studies of dif-
ferent sectors in eight Spanish firms, whereas the
second phase involves testing the propositions that
emerged during the first phase through a structural
equation model of both the hotel sector and the
group of firms affected by the IPPC' law in Spain.
The final sections of the article will offer some
empirical implications and the main conclusions.

Theoretical background

The development and adoption of the innovative
environmental technologies and systems associated
with voluntary strategies is a ‘“‘more comprehensive
and socially complex process than compliance,
necessitating significant employee involvement,
cross-disciplinary coordination and interpretation,
and a forward thinking managerial style” (Russo and
Fouts, 1997, p. 538). This statement suggests that the
organizational context may play an important role in
shaping managerial interpretations of environmental
issues, particularly in the framing of issues as oppor-
tunities as opposed to threats (Sharma, 2000). The
application of voluntarism in a pluralistic organiza-
tion setting may provide an alternative conception of
hierarchy as a process to encourage voluntary groups
and individuals to deliberate and decide on their own
identity, minimizing regulation through institutional
control (Child and McGrath, 2001; Rindova and
Kotha, 2001). Clarke and Butcher (2006, p. 534)
define it as organizational voluntarism, ““a stage of
organizational evolution; a marker of pluralistic
organizational form in which managers recognize the
need to engage in debate and action to pursue matters
of individual and organization concerns irrespective
of hierarchical position or explicit authority.” This
voluntary process is best achieved by managerial
behaviors that encourage self-organization (Daboub,
2002), valuing difference and conflict (Ashcraft,
2001), the protection of weaker groups (Galunic and
Eisenhardt, 2001) and helping groups to create their
own values and ethics (Cludts, 1999).

The main aim of ethics in business is to set down
rules of “good conduct” for firms which take into
account the ethical implications of business decisions
(Wilson, 1997). The current awareness of business
ethics in present-day societies stems from a rising

distress over the moral offensiveness and wrongdo-
ing of businesses that involves consumers, share-
holders, employees, managers, and political leaders
(Jones and Pollitt, 1998). If the majority of managers
who wish to succeed in the long term believed that
ethical actions would eventually lead to greater
profits in the long-term (e.g., managers consider
natural environment protection as an opportunity),
then those managers would definitely have a strong
incentive to behave ethically. Hence, managers who
are successful in the long term are likely to be so-
cially responsible (Kulshreshtha, 2007). They assign
great importance to social and environmental aspects
as well as to economic ones (Hutchinson, 1992) and
consider that the natural environment improves the
organization’s reputation or increases its legitimacy
in the market (Clements, 1996; Miles and Covin,
2000; Russo and Fouts, 1997). However, if many
managers who wish to succeed in the long term
believe that ethical behavior may eventually result in
lower profits in this long-term (e.g., managers
consider natural environment protection as a threat),
i.e., if there is a trade-off between ethics and long-
term business success, then not many successful
managers will be likely to be socially responsible
(Kulshreshtha, 2007). They may consider that
environment protection is something imposed by
the legislation (Chatterji, 1995; Hutchinson, 1996;
Klassen and Angell, 1998; Vastag et al., 1996) that
will entail a deviation from the firm’s main tasks
along with additional costs. Managers may learn that,
although becoming involved in confronting threats
is personally risky, if they are successful, they will be
rewarded more for preventing the occurrence of loss
in the face of threat than for achieving gain in the
face of opportunity (Dutton, 1988).

The truth is that managerial perceptions of ethics
and social responsibility as an opportunity or a threat
and the degree of development of environmental
strategies depend on the availability of the comple-
mentary resources and capabilities which the firm
already owns (Aragon-Correa, 1998; Aragon-Correa
and Sharma, 2003; Christmann, 2000; Hart, 1995),
defined by Christmann (2000) as “‘resources which are
required in order to reap the benefits associated with a
strategy, a technology or an innovation.” The appli-
cation of resource-based rationales to social respon-
sibility can be justified in several ways (Bansal, 2005,
p. 200): it influences firms’ financial performance; it
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requires investments of financial and/or human
resources; and it creates new resource-based oppor-
tunities through changes in technology, legislation,
and market forces. In this way, organizations with
strong complementary capabilities may adopt prac-
tices with more aggressive environmental goals
extending their existing proficiencies in pollution
prevention and formalizing managerial commitment
(Rondinelli and Vastag, 2000). These firms may
therefore achieve greater environmental improve-
ments over time because they can more efficiently
leverage their internal expertise and facilitate contin-
ual environmental improvements that increase orga-
nizational efficiency (Christmann, 2000).

Previous research on business strategy and the
natural environment emphasizes the role of comple-
mentary resources in the environmental area. For
example, Christmann (2000) argues that the profit-
generating potential of pollution prevention tech-
nologies depends on the process innovation skills of a
business. In a similar way, Judge and Douglas (1998)
find empirical support for the hypothesis that the level
of integration of environmental issues into the stra-
tegic planning process and available resources is pos-
itively correlated. Elsayed (2006) has recently
demonstrated that the amount of resources available to
the firm and firm size determine its organizational
capacity to apply the appropriate environmental ini-
tiatives and, then, its environmental performance.
However, he does not find evidence that available
resources limit the firm’s strategic choice and the
environmental responsiveness chosen. Similarly,
Stanwick and Stanwick (2000) find a nonlinear rela-
tionship between available resources and environ-
mental orientation, with the highest level of
environmental commitment being shown by firms
with moderate available resources. Thus, financial
performance has a varying impact on the different
components  of responsiveness.
High-performing firms show higher incidences of
environmental policies and/or environmental com-
mitments compared with low-performing ones.
However, medium performing-firms have the highest
levels of environmental policies and/or environ-
mental commitments. As a consequence of this
divergence in the literature, Karagozoglu and Lindell

environmental

(2000) claim that more studies are needed to examine
carefully the effects of this variable as a determinant of’
firm environmental orientation.

The resources and capabilities required to imple-
ment a firm’s environmental strategy vary radically
depending on whether or not that firm goes beyond
compliance to embrace prevention pollution (Russo
and Fouts, 1997). And it depends on the way in
which managers accept their leadership responsibili-
ties to define ethical behavior and to pursue it
relentlessly as a top-priority goal (Thomas et al,
2004). Leadership responsibilities about business
ethics may be due not only to the firm’s access to
additional resources used to implement social per-
formance programs but also to the increased influence
of additional stakeholders (Stanwick and Stanwick,
1998), as well as the satisfaction of working for an
ethical firm and introducing ethical practice into a
given organization (Schroeder, 2002). Thus, the
passive, accommodating or proactive environmental
attitude of managers and the available resources in the
firm are significant factors in determining firm envi-
ronmental orientation. The environmental technol-
ogy portfolio,” which results from combining end-of-
pipe and pollution prevention technologies, should
be used to value some advantages in viewing ethics
and values as drivers for the long-term sustainability of
a business. It is the composition of this portfolio that
determines the net effects of actions related to the
environment on the firm’s environmental perfor-
mance (Klassen and Whybark, 1999). For this reason,
when the manager has a passive or accommodating
attitude, the firm adopts end-of-pipe technologies.
Instead, when the manager has a proactive attitude,
the firm introduces prevention technologies that can
reduce pollution to a greater extent or even remove it
completely from the productive process, thanks to the
investments made in clean technologies (Luengo,
1992). Shifts from a reactive approach toward pol-
lution prevention require substantial resource allo-
cations in multiple domains: investments in green
product and manufacturing technologies, in em-
ployee skills and participation, in organizational
competences, in formal (routine-based) management
systems and procedures and, finally, in the reconfig-
uration of the strategic planning process (Russo and
Fouts, 1997; Buysse and Verbeke, 2003).

Therefore, if the firm pioneers the adoption of a
proactive environmental strategy, its activity within
a sector will be facilitated during a specific period of
time, giving it a temporary edge that will materialize
in the achievement of competitive advantages and
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influence market development to ensure that these
advantages are sustainable (Christmann, 2000; Lee
et al., 2000; Aragdén-Correa and Sharma, 2003).
According to Grant (2002), the firm’s initial re-
sources and capabilities determine the ideal entry
time. Sharma and Vredenburg (1998), as well as
Christmann (2000), highlight such stakeholders’
integration into the organization. Stakeholders have
at least three different roles in the level of social
responsibility adopted by the organization: (1) they
are the source of expectations about what constitutes
desirable and undesirable firm performance; (2) they
experience the effects of corporate behavior, i.e.,
they are the recipients of corporate actions and
output; and (3) they assess how well firms have met
expectations and/or how firms’ behaviors have af-
fected the groups and organizations in their envi-
ronment (Wood and Jones, 1995, p. 231).

Among the advantages derived from the adoption
of a pioneering strategy stand out in the following:
time compression diseconomies® (Nehrt, 1996), the
cost advantages resulting from the greater accumu-
lated experience, and the possibility of influencing
the establishment of regulations, laws, standards, etc.
(Faucheux et al., 1998; Hart, 1995). According to
Russo and Fouts (1997), the latter represents an
entry barrier for the rest of the competitors, since
those firms that confine themselves to complying
with the legislation do not take into account the
latest technological breakthroughs. Thus, should the
legislation change quickly, they would be forced to
introduce radical changes. In the opinion of Bansal
and Bogner (2002), the development of proactive
strategies will provide the flexibility required to
adapt to these changes.

Another advantage of pioneer firms is that they
can influence the policy process. They may use an
‘information strategy’ focused on directly providing
policy-makers with information on corporate views
and desires and also develop a ‘financial incentive
strategy’ to influence political outcomes providing
direct financial support to the decision-makers. And
organizations may choose to indirectly influence
policy deliberations gaining the support of members
of the public who, in turn, are then expected to
convey their desires to the policy-makers (Hillman
and Hitt, 1999).

Finally, other factors should additionally be con-
sidered to perceive the environmental management

as an opportunity to build and sustain a competitive
advantage (Bansal and Hunter, 2003). First, proac-
tive environmental strategies need to be adopted by
firms perceived to be leaders within the sector. Firms
are more likely to mimic the policies and practices of
other firms that are perceived as successful and
legitimate (Powell and DiMaggio, 1991). If the
development of these proactive voluntary strategies
does not signal that a firm has become more envi-
ronmentally responsible, heavy polluters may not be
encouraged to certify (Bansal and Hunter, 2003).
Second, environmental management must be per-
ceived as giving the firm legitimacy, which may be
ascribed by tradition (a belief that the legitimacy has
always existed), attitudes, a rational belief in an
absolute value or/and legal status by either voluntary
agreement or imposed by a legitimate authority
(Parsons, 1947). Third, this management must
become well known so that it is instantly recognized
and even requested by consumers and local com-
munity members.

So, without these factors or without own com-
plementary resources and capabilities, early adopters
of a proactive environmental strategy reduce the
likelihood of improving their competitive position
within the market. When this happens, the changes
operated in the environment may lead these firms to
wrongly anticipate the sector and consequently put
them in a situation of competitive disadvantage with
respect to their competitors (Hill and Jones, 2004).
Under these circumstances, the organizations will be
more likely to achieve success in the market as fol-
lower firms, as they will incur lower costs than if they
decided to enter as pioneers (Christmann, 2000)
insofar as they will be able to take advantage of
investments already made by other companies and will
also learn by imitating the early-movers. Theory will
continue to be developed from the results obtained in
the qualitative research carried out in this study.

Mixed-method research design

This article has adopted a mixed-method research
design. The research was carried out in two phases.
A mixed-method study involves the collection and
analysis of both quantitative and qualitative data in a
single study, where the data are collected concur-
rently or sequentially and are given a priority, and
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involves the integration of the data at one or more
stages during the research process (Tashakkori and
Teddlie, 1998, p. 19). According to Creswell (2003)
and Tashakkori and Teddlie (1998), our strategy is
QUAL/QUAN, i.e., the study is sequential and its
qualitative and quantitative parts have similar
importance. In the present study, qualitative data
collection precedes quantitative data collection
when exploring the problem, and then the explo-
ration continues with quantitative data amenable to
study a large sample so that results might be
extrapolated to a whole population. The aims of the
qualitative phase are (1) to use the empirical data
gathered through case study to reconceptualize and
extend theory to identify or narrow the focus of the
possible variables around which the propositions
should be structured; (2) to improve the measuring
instrument to be used in the quantitative phase; and
(3) to help to explain and interpret the findings of
the quantitative phase; this being especially useful to
examine the unexpected results in more detail
(Morse, 1991). On the other hand, during the
quantitative phase, the data and results serve to (1)
confirm the interpretation of qualitative findings;
and (2) generalize them to different samples.
Regarding the mixed-method approach used in
this study, the combination of qualitative and quan-
titative methods stems from our view of science
philosophy. The methodological debate between
quantitative and qualitative researchers changes its
focus from paradigm purity to the possibility of
integrating qualitative and quantitative methods
(Erzberger & Prein, 1997; Teddlie & Tashakkori,
2003). On the one hand, quantitative and qualitative
purists posit the incompatibility thesis regarding
research methods: compatibility between quantita-
tive and qualitative methods is impossible due to the
incompatibility of the paradigms underlying the
methods (positivism and constructivism). Both sets of
purists view their paradigms as the ideal for research.
On the other hand, this article supports the mixed
methodologists who posit the use of a different par-
adigm: pragmatism (Howe, 1988). A major tenet of
Howe’s concept of pragmatism is that quantitative
and qualitative methods are compatible. Moreover,
some authors (Johnson and Onwuegbuzie, 2004)
present mixed-method research as the third research
paradigm, pointing out that both quantitative and
qualitative research are important and useful, and that

the goal of mixed-method research is not to replace
either of these two approaches but rather to exploit
the strengths and minimize the weaknesses of both in
single research studies.

Qualitative study
Qualitative research design

Sample

Sampling is crucial for a case study, since the choice of
a sample influences the results of the study (Miles and
Huberman, 1994). Different cases have been selected
for the purpose of obtaining a diverse sample that can
provide many possibilities for comparison, as this
enables a richer theory development (Glaser and
Strauss, 1967; Strauss and Corbin, 1990). The inten-
tion was to contrast firms placed in different economic
sectors (primary, secondary, and tertiary) and different
in terms of environmental pollution levels through
comparative case studies. This allows for cross-site
comparisons and gives the researcher the chance to see
idiosyncratic aspects of any one site in perspective
(Miles, 1979). To achieve the study aim, a selection is
offered of cases belonging to the difterent categories
proposed by Hutchinson (1996, p. 15), which provide
a classification of these sectors according to the pol-
lution levels caused by each one of them. The
assumption is that the different sectors generate vari-
ous levels of environmental impact, from which can
be inferred that firms’ responses to environment-re-
lated opportunities and threats will vary too. In fact, a
number of studies that relate the firm’s environmental
attitude to the type of activity it develops reveal a
stronger environmental commitment by the firms
which find themselves in those sectors with the most
pollution-related problems (Cairncross,
1992). The least polluting firms, instead, suffer less
pressure, since the main environment protection
measures have basically been focused on industrial
activities with a direct, visible impact on the envi-
ronment (Bowen, 2000). Eight cases belonging to the
primary (food and agriculture), secondary (plastics,
textiles and construction), and tertiary (new technol-

serious

ogies, transport, tourism, and industrial waste man-

agement) sectors were ultimately selected.”
Moreover, a series of requirements were estab-

lished: firstly, they had to be firms having adhered to
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the EMAS Regulation or the ISO 14001 Norm as a
reflection of their environmental proactivity; sec-
ondly, they had to have integrated environmental
issues before the rest of firms operating in their
sector; and finally, they had to be firms with wide
national and international recognition in the envi-
ronmental field. Since firms with a high degree of
social responsibility attempt to meet the needs of
their multiple stakeholders, they will most probably
seek out an environmental management system that
would both be credible to all parties and fulfill the
firm’s environmental performance goals. The EMAS
Regulation and the ISO 14001 Norm both have a
high degree of credibility among such stakeholders as
governments, consumers, NGOs, suppliers, and
competitors and can improve corporate environ-
mental performance and, therefore, confirm an
organization’s commitment to social responsibility
(Bansal and Hunter, 2003). After several preliminary
conversations with relevant staff at each firm, a
number of senior managers were identified as key
informants. The criterion used to select these
respondents was that they had to be either the most
senior person directly responsible for environmental
issues or a senior manager with substantial respon-
sibilities in this field. All the selected respondents
were directly responsible for developing, executing,
and monitoring their firms’ environmental strategies.

Data collection

Given the qualitative nature of most of the data
sought, triangulation appeared as one of the best
means to increase construct validity and substantiate
findings (Denzin, 1978). Three data sources were
used: (a) interviews with environmental managers;
(b) direct observation (visit to the facilities and
contact with employees); and (c) access to internal
documents (in-house information bulletins, envi-
ronmental declarations, annual reports for the 1997—
2003 period, web pages, etc.), as well as external
ones (press, commercial registries, SABI database,
etc.). This triangulation technique provides a
stronger validation of the results if they converge
(Yin, 1994). The issue of internal validity was han-
dled conducting multiple iterations and follow-ups
throughout the analyses. As for the problem of
reliability, it was addressed drawing up detailed case
study protocols and following the required docu-
mentation and transcription standards. External

validity was increased through the examination of
multiple firms and the analysis of comparative find-
ings. To test data interpretation credibility, the
analysis was subjected to member checks. The
emerging insights were permanently verified with
the informants, who were asked to give feedback,
sometimes in telephone calls, when some aspect was
not sufficiently clear. In addition, the interviewers
supervised the findings discussed below, helping to
establish their dependability and confirmability.

Data analysis

The extended case method (Burewoy, 1991) has
served as a guide to data analysis. This methodo-
logical approach wuses empirical data gathered
through case studies to reconceptualize and extend
theory. The extended case method consists of two
‘running exchanges’ (Burewoy, 1991): (a) between
literature review and data analysis; and (b) between
data analysis and data collection.

The first phase of the data analysis consisted in
exploring the relevant concepts and theories found in
the literature. After that, the second phase offered
Coato’s comprehensive case description based on the
identified patterns. The research concern was to
identify issues in the areas of interest rather than
drawing conclusions about the strength of managers’
views. This was the basis for a within-case and a
cross—case analysis, after which interviews were held
for the rest of cases. Each interview had as its main
objective to understand how resources and capabili-
ties influence managers’ attitudes toward the natural
environment as a competitive opportunity. Managers
who were directly concerned with ethical issues
would help to provide a richer description of these
perceptions. The interview began with respondents
answering general questions in order to know if
managers had been increasingly confronted by busi-
ness decisions with ethical implications, and to dis-
cover if perceptions of business ethics as a
competitive opportunity had changed over time.
More specific questions were asked as the interview
progressed, e.g., about what sort of available re-
sources were used to develop their environmental
management at the firm (asking them to give
examples). The questions were developed following
the theoretical arguments which link business ethics,
resource productivity, and the proactive and pio-
neering environmental strategy. The environmental
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managers were interviewed face-to-face. Each
interview lasted 4 hours and was audio-taped. Data
collection stopped when theoretical saturation was
reached (Strauss, 1987), i.e., when additional data
resulted in minimal incremental understanding (Lee,
1999). The fully taped interviews were transcribed
afterwards. Furthermore, the drawing of a matrix
provided a visual identification of the similarities and
differences between the firms examined. The third
step was to analyze the interviewees’ feedback on the
first draft of case descriptions to check their validity.
The interviewees checked and accepted the tran-
scripts of their interviews. The fourth step was a
category-based comparative analysis of the cases
which reached closure when additional iterations did
not result in a better accord between findings and
cases. Some results derived from the literature review
were systematically compared with the evidence
from each case for the purpose of assessing how sat-
isfactorily or poorly they fitted in with the case data
(Eisenhardt, 1989). The fifth step was the construc-
tion of a table that summarized the study findings that
would later be tested in a quantitative phase.

Qualitative findings

The development of a pioneering proactive strategy
within a firm is determined by the resources and
capabilities that the organization had readily avail-
able, when it decides to integrate environmental
issues into the organization. The same as in the
studies carried out by Florida (1996), Aragon-Correa
(1998), and Christmann (2000), the capability to
innovate and improve continuously has been iden-
tified. When this happens, firms stand a better
chance and have an incentive to incorporate the
natural environment since, being already used to
introducing changes in product design or service
delivery, they can better absorb the fixed costs
associated with them. This study has also shown the
capability of permanent experimentation and the
ability to generate feasible low-cost solutions to sort
out problems, which would justify why all the firms
analyze the economic feasibility of their implemen-
tation prior to introducing any new environmental
practice. The manager of Aznar Textil explains it as
follows:

Economic performance determines the relative weight
of a social demand and the attention it receives from
top decision-makers. In periods of low profitability
and situations of high debt, economic demands will
have priority over social demands... Economic per-
formance influences the financial capability to under-
take costly programs related to social demands

Managers consider that work satisfaction is related to
perceptions of organizational ethics, which demon-
strates the importance of work attitudes in the man-
agement of business ethics. As a primary corporate
strategy, organizations offer ethics and environmental
management training which cover key firm values,
and top leadership oversees such training so that its
importance is emphasized on an organization-wide
scale (James, 2000). This ethics and environmental
management training is particularly useful when such
firm values are pertinent to employees’ ethical eval-
uations of specific work challenges (LeClair and
Ferrell, 2000; Valentine and Fleischman, 2003).
Moreover, greater knowledge and familiarity with
these ethical aspects makes staff more confident when
it comes to providing possible ideas and suggestions
(Valentine and Fleischman, 2004). Although all the
firms have established channels of communication
with their employees for this purpose, the suggestion
box being the most popular one, only the channels
developed by Coato and Enplater have ultimately
proved effective. Curiously enough, these two firms
are the only ones that have motivated their staft to
provide ideas or suggestions by means of participative
quality and environmental systems and later rewarded
those ideas and suggestions with various public
acknowledgments and different types of awards.

COATO.-*“We annually reward the best suggestions
or ideas offered by our partners for the purpose of
improving our environmental performance. Last year,
two of them were given as a present a trip to the
Canary Islands for two people. The experience has
been very good, since the quantity and quality of the
ideas provided has increased considerably.”

ENPLATER.-“At first, nobody said anything. The
suggestion box was not too useful; so we decided to hold
a meeting where the importance of their participation
was highlighted. Suddenly, one day we received an idea
(...), which we published in our quarterly bulletin. That
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recognition was highly appreciated and quite a few
suggestions started to arrive. Of course, not all of them
were useful, but we always send a letter to all the con-
tributors as a token of our thankfulness.”

Previous research indicates that managers in firms
possessing a quality management system perceive
lower levels of environmental uncertainty (Lewis,
2004). Total quality management is the most
common mechanism to integrate natural environ-
mental issues into strategic decision-making. Man-
agers seem most comfortable discussing natural
environmental issues within a quality management
framework. Insofar as pollution prevention is similar
to total quality management in terms of employee
involvement and continuous improvement, the
synergies derived from the knowledge and experi-
ence accumulated in the quality area can be taken
advantage of (Hart, 1995). The Aznar Textil
manager tells us this:

We use environmental management as a part of the
overall quality improvement process. For example, we
moved away from products in plastic to adopt card-
board. We saved money and it was a quality improve-
ment because there was less damage to the product, as
the harmful packaging, and it was recycled from the start
anyway, and could still be recycled.

Moreover, firms have pioneered the introduction of
an environmental management system according to
the ISO 14001 Norm and the EMAS Regulation.
Managers say that this decision is justified because
some capabilities facilitate and shorten the necessary
time to introduce quick changes in product design or
new environmental practices. This gives firms a
temporary advantage over competitors, so that when
other firms finish the adoption of their environ-
mental practices, the pioneers are already working on
new practices.

Firms consider that managers’ actions and
employees’ involvement and knowledge levels are
the resources which are most closely related to the
chances of developing a pioneering strategy.

All these arguments lead to the following prop-
ositions:

P1: The greater the availability of complementary
resources and capabilities in the firm, the
higher is the likelithood of developing a pio-
neering entry strategy.

P2: The greater the availability of complementary
resources and capabilities in the firm, the
higher is the likelihood of developing a pro-

active environmental management.

Managerial expectations are influenced by the level
of moral development and personal characteristics of
the persons holding top management positions in the
firm. Involvement in ethical issues will depend on the
amount of personal resources (time and effort) that
managers are willing to expend to reduce the envi-
ronmental pollution caused by their organizations. In
general, managers think that environmental issues
must be considered at the same level as economic and
social ones. The solution to the environmental
problems related to energy-saving, pollution-pre-
vention, waste recycling, or achieving a ‘no toxicity’
situation, depends on firms’ actions. Although they
feel that natural environment may mean an additional
cost, it can equally be an opportunity if the firm
suitably adapts its financial, human, and temporary
resources. Similar findings were obtained by Noci
and Verganti (1999). The main reasons to adopt
environmental practices are: legislative commitment,
social responsibility, and reputation. The manager of
Enplater provides the following example:

Significant cost advantages can result from environ-
mental improvements such as better waste manage-
ment, use of cheaper recycled materials and pollution
prevention, which limits the costs of compliance with
the environmental regulation.

On the other hand, managers have also valued posi-
tively the adoption of a pioneering strategy. They
consider, as is pointed out by Carpenter and Na-
kamoto (1994) and Zhang and Markman (1998) in
their respective studies, that this affects the memory of
consumers, the perception of the products’ charac-
teristic features and the formation of value judgments
about the competing brands, insofar as consumers
learn more about pioneers. Apart from including
environmental considerations about technology
development and use, new product development and
process improvements, these firms can also serve niche
markets of ethical consumers (Banerjee, 2002). The
Coato manager reviews such processes:

We have been the first firm to obtain the ISO 14001
and the EMAS certifications in the food and agriculture



710 Maria Dolores Lopez-Gamero et al.

sector. Moreover, COATO’s record in this field has
favored the recognition of its activities, both nationally
and internationally, by diverse bodies and institutions,
which has materialized in the achievement of awards
like the 2001 Award to the Best Spanish Food Firm in
Environmental Matters, the 2002 National [Spanish]
Environmental Award for Firms— or the 2002 Euro-
pean Union Environmental Award—, COATO being
the only Spanish firm that has obtained this last award
so far. On the other hand, we have also created a line of
ecological oil, Ecoato, which is experiencing a con-
siderable increase of sales. At an international scale, we
have gone into markets where entrance environmental
barriers are very high. One of these barriers is EUREP
(Euro Retailer Group), which represents the leading
European retail sector firms. EUREP has developed a
protocol of good agricultural practices that must be
fulfilled if the firm wants to sell in this market.

In general, firms have a good social responsibility
image that has improved relations with external ac-
tors such as government, associations, community,
investors, consumers, suppliers and competitors.
Managers’ willingness to take stakeholders” concerns
into account when determining environmental dis-
closure may reflect an intrinsic commitment toward
stakeholders based upon moral grounds as to how
the firm does business (Cormier et al., 2004; Miles
and Covin, 2000). All of the firms have participated
in courses of environmental formation showing their
experiences. And even, some of them, e.g., Coato,
Enplater and Cartera Ambiental, have allowed
technical visits from other firms to their facilities, in
which a mutual sharing of knowledge took place.
The Cartera Ambiental and FutureSpace managers
provide a clear explanation:

Cartera Ambiental.- Reputation is a fundamental
intangible resource. It can be created or depleted as a
consequence of the decisions to engage or disengage in
ethics activities and disclosure. In our case, social legit-
imacy becomes essential. We have obtained benefits
from building an environmental reputation because the
community has considered social responsibilities
important.

FutureSpace.- Our environmental reputation is a
general organizational attribute that reflects the extent
to which external stakeholders see the firm as ‘good’
and not ‘bad.” It is one of the most important intan-

gible resources that provide our firm with a sustainable
competitive advantage.

These arguments justify the following proposi-
tions:

P3: The greater the availability of complementary
resources and capabilities in the firm, the more
managers perceive the natural environment as a
competitive opportunity.

P4: The higher the degree to which the manager
sees the natural environment as a competitive
opportunity, the higher is the likelihood of
developing a pioneering entry strategy.

P5: The higher the degree to which the manager
sees the natural environment as a competitive
opportunity, the higher is the likelihood of
developing a proactive environmental manage-
ment.

Finally, the pioneering strategy equally contributes to
increase the accumulation of assets generated through
the adoption of a ‘prevention logic’ (Table I), and also
to develop and/or create new ones such as the capa-
bility to act before the rest of the sector, the ability to
anticipate the regulations and the development of an
environmental leadership corporate culture. The
firms included in this study are pioneers in the
adoption of environmental standards and are per-
ceived as leaders within their respective sectors. Other
firms are likely to mimic the policies and practices of
these firms, which are seen as successful and legitimate
(Powell and Dimaggio, 1991), and the competitive
success of environmental leaders can encourage these
firms to certificate through the EMAS Regulation or
the ISO 14001 Norm. As is pointed out by the
Manager of the Corona del Mar hotel:

We are pioneers in the hotel sector. So we have
decided to give information about environmental
technologies to other hotels for two reasons. The first
one is that all hotels should have an environmentally
responsible attitude and the second one is that our
competitors cannot possibly be ahead of us. Com-
munication with other hotels does not reduce our
competitiveness in the market, since the hotel is always
at the top in environmental issues. In general, we have
an advantage of 6—12 months; to which must be added
the time that it takes the other hotels to implement the
new environmental improvements that we suggested
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them. When their practices are effective, we have
already developed other new, more advanced envi-
ronmental actions.

Based on these arguments, the following proposition
can be stated:

P6:  The higher the degree to develop a pioneering
entry strategy, the higher is the likelihood of
developing a proactive environmental manage-
ment.

The conceptual model and all the propositions are
shown in Figure 1, after the arguments provided in
the exploratory phase.

Quantitative study
Quantitative research design

Sample

It could be observed during the exploratory phase
that the most polluting firms, which belonged to the
primary and secondary sectors, had to face greater
legislative and social pressures than tertiary sector
firms. Those pressures materialized in a higher level
of managerial commitment to the natural environ-
ment. That commitment was associated with the
development of processes linked to a voluntary
normative based on the adoption of a prevention
logic that rejected the importance of the environ-
mental legislation understood from corrective end-
of-pipe actions. So, the decision was made to analyze
the model drawing a distinction between two groups.
In order to find a population that was representative
of the most polluting sectors, the Law 16/2002 of
July 1st about Integrated Pollution Prevention and
Control (IPPC) served as a reference to create a new
sector including the set of firms affected by this law.
No one has ever heard so far of an environmental law

that has a preventive character for the tertiary sector.
This allows the researcher to group together various
subsectors as was previously done with primary and
secondary sector firms. For that reason, within the
tertiary sector, the focus was placed on the tourism
subsector, and more specifically on the hotel sub-
sector, because of the relevance that its activities have
for Spain’s socioeconomic structure.”

Data collection

Data to test the propositions were collected using a
mail survey among the managers of 3,900 three-,
four- and five-star hotels® and 4,187 Spanish firms
affected by the IPPC law in September 2004. The
cover letter and the instructions indicated that the
survey should be answered by an environment
director/manager, or should otherwise be forwarded
to someone familiar with these issues. The intervie-
wee had the possibility of filling in the questionnaire
on a web page too. Four reminder e-mails were sent
during the four weeks following the initial mailing so
as to encourage response. Moreover, follow-up
phone calls starting two weeks later were made. A
total of 240 hotels and 208 firms affected by the
IPPC law answered, the effective response rates
within each population being 6.15% and 4.97%.
Considering the length of the questionnaire and the
senior level of the managers targeted, the response
rates achieved were acceptable and in keeping with
those obtained by other researchers who have studied
similar organizational phenomena in Spain (Brio et
al., 2002; Brio and Junquera, 2001; Carmona-Mo-
reno et al.,, 2004). In order to detect possible prob-
lems related to nonresponse error or bias, a
comparison was drawn between early and late
respondents within each population (Armstrong and
Overton, 1977). The data obtained were divided into
thirds in each population according to the number of
working days gone by between the initial mailing to
the firm and the reception of the questionnaire. The

P1
> Pioneering
P4 entry strategy
P3 Managers’ P6
R&C l_ > perception ¥
Proactive
P2 P5 environmental
management

Figure 1. Conceptual model and propositioned relationships.
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T-tests between the first and last third revealed no
statistically significant differences (p<0.05) in the
mail responses for the constructs used. Hence, on an
overall basis, nonresponse bias does not appear to be a
problem in the present study.

Measurements

Most of the constructs were operationalized using
7-point Likert scales. Size (control variable) was
measured from the neperian logarithm of the number
of employees. On the other hand, the entry strategy
was obtained from the combination of two variables
referring to the time (month) during which a firm is
involved in some environmental practice and the type
of certification obtained.” Table II presents the details
of the measuring instruments and the scales used to
operationalize the theoretical constructs. This re-
search instrument was vetted by a group of university-
based management researchers and industry experts
and then pre-tested among a group of eight managers
of hotels and firms affected by the IPPC law.

Data analysis

The process proposed by Hair et al. (1998) was fol-
lowed to model structural equations. The first two
steps focused on the development of a model from
the literature review and the exploratory research, as
well as on the creation of a causal relationships dia-
gram. They had already been developed previously.
Next, the path diagram was turned into a set of
structural connections. In the following phase, the
type of input matrix was chosen and the proposed
model estimated. The LISREL 8.5 program was used
for this purpose. It was additionally decided to use
maximum likelihood (ML) with robust estimators
(Satorra and Bentler, 1994) as the method to estimate
the parameters, since the assumption of multivariate
normal distribution was violated and the measure-
ments of some variables were not continuous. In
order to apply this method, an asymptotic variance—
covariance matrix was used as the input matrix.

Quantitative findings

Structural equation modeling

Measurement model. LISREL 8.5 was used to (1)
evaluate concept reliability, convergent and dis-
criminant validity; (2) perform a confirmatory factor

analysis meant to verify the validity of the causal
concept configuration (dimensionality) proposed;
and (3) test the propositions formulated (Joreskog
and Sorbom, 1993). Scale unidimensionality tests
were performed, and the results indicated that the
scales were unidimensional, representing a single
factor for each set of cogeneric items (Anderson and
Gerbing, 1988). Using a conservative strategy, no
factors or covariance paths were changed to create
the revised measurement model. The measurement
model itself provides evidence of convergent and
discriminant validity, assuming that it is considered
acceptable if it has significant factor loadings >0.7
and fit indices >0.90. Acceptable convergent validity
is achieved when the average variance extracted is
>50%. As shown in Table Al (Appendix A), the
factor loadings in the revised measurement model
were statistically significant (r>2.196; p<0.05).
Moreover, in order to assess validity when using
SEM, Bollen (1989) also recommended examining
multiple model-fit indices, since it is possible for a
model to be adequate on one fit index but inade-
quate on many others. The %> probability should be
larger than < 0.05 (however, when n is large, as it is
in this study, significant ¥ are typical). The good-
ness-of-fit index (GFI), the adjusted goodness-of-fit
index (AGFI) and the comparative fit index (CFI)
should be near or above 0.90. The standardized root
mean square residual (SRMR) should be below
0.05, and the root mean square error of approxi-
mation (RMSEA) should be less than 0.08 (Joreskog
and Sorbom, 1993).

The results obtained in the confirmatory factor
analysis of the initial measurement model are listed in
Table A2 (Appendix A). The y* statistic was signif-
icant in all cases, and the fit indices approached the
preferred 0.90 threshold. Discriminant validity is also
supported because no bivariate correlations between
the concepts exceed the composite reliability of the
concept presented in that column (Tables A3,
Appendix A). On the other hand, the measurement
model had five scale concepts to each sector with
composite reliability >0.6 and single reliability >0.4
in most of the items; reliability is therefore supported
(Table A4, Appendix A). Thus, there appears to be
no risk that the relationships could be inflated
because one person provided information for all
the concepts. In short, the measurement model
showed reliable measurements of the latent concepts,
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Figure 2. Path diagram.

convergence between the measures of each concept
and divergence between concepts.

Structural model. The observed independent variables
(managerial perception, entry strategy and environ-
mental management) and the dependent variables
(Flr&ec, F2r&ec, F3r&ec and size) were added to the
revised measurement model so as to create a full
structural model using LISREL 8.5. The model,
shown in a path diagram in Figure 2, has as its aim to
provide estimates of the magnitude and significance
of proposed causal connections between sets of
variables. More specifically, an analysis served to
check whether managerial perception is influenced
by R&C; entry strategy is affected by managerial
perception and R&C; and environmental manage-
ment is influenced by R&C, managerial perception
and entry strategy. Size was included as a control
variable too.

Table B1 (Appendix B) reports the fit indices for
this model. The full structural model produced a
strong data fit. The Chi-square was significant and
the fit indices were substantially above the preferred
0.90 threshold. The estimated standardized path

coefficients between endogenous and exogenous
variables are offered in Table III.

As can be inferred from Table III, the relationship
between complementary resources and capabilities
and managerial perception and the proactivity of the
environmental management is statistically significant,
thus supporting P2 and P3. A statistically significant
relationship is equally found between these assets and
the development of a pioneering entry strategy in
the IPPC law sector. Therefore, P1 is supported in
this sector, but not in the hotel sector. However,
support is given to P4 and P5, i.e., that managers’
perception favors the development of a pioneering
and proactive environmental management. Finally, a
higher degree of development of a pioneering entry
strategy positively affects the development of a
proactive environmental management, thus sup-
porting P6. On the other hand, the R* coefficient,
similar to the determination coefficient in the
regression, reaches a value of 0.210 (hotel) and
0.556 (IPPC law) in the managers’ perception
equation, i.e., the factors respectively account for
21% and 55.6% of the variance for the managerial
interpretation of the natural environment. The R*
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TABLE III

Relationships between exogenous and endogenous variables

Model Coeflicients (T-Value) Reliability of structural
equations (R?)

Hotel IPPC Hotel IPPC

Size* — Man ns ns 0.210 0.556

FIR&C** — Man ns 0.37 (3.16)

F2R&C — Man ns 0.34 (3.81)

F3R&C — Man 0.59 (2.10) ns

Size = ENTRS 0.43 (5.79) 0.21 (3.90) 0.271 0.409

FIR&C — ENTRS ns ns

F2R&C — ENTRS ns 0.21 (2.41)

F3R&C — ENTRS ns ns

MAN — ENTRS 0.49 (3.34) 0.35 (3.95)

Size - EM ns 0.14 (3.31) 0.725 0.984

ENTRS — EM 0.51 (8.89) 0.13 (1.98)

FIR&C — EM ns ns

F2R&C — EM 0.42 (2.70) 0.22 (3.20)

F3R&C — EM ns 0.16 (1.98)

Man — EM 0.55 (3.98) 0.68 (8.26)

* Control variable.
** See FIR&C in Table Al (Appendix A).

Note: ns = not significant at the 0.05 level. T-values above 1.976 are significant.

coefficient is 0.271 (hotels) and 0.409 (IPPC law) in
the entry strategy equation. Finally, the R* coeffi-
cient is 0.725 (hotels) and 0.981 (IPPC law) in the
environmental management equation. These data
show the existence of other variables that were not
considered here but can influence these variables
too, among which stand out the pressure exerted by
stakeholders, uncertainty, and the environmental
legislation.

Discussion

[t must be highlighted in relation to the link existing
between complementary resources and capabilities
and managerial attitude that managers in the group
of firms aftected by the IPPC law consider a greater
number of resources and capabilities than those
developing their professional activity in the hotel
sector when it comes to perceiving the natural
environment as a competitive opportunity. As is said
in the studies of Judge and Elenkov (2005) and
Bansal (2005), managers in the latter sector value

how quickly and flexibly the hotel can adapt to the
changes operated in the environment. These changes
basically have to do with their consumers’ decisions
and actions and can be related to the integration of
environmental practices, but also to their elimina-
tion. In the IPPC law sector, the influence of this
factor on managerial interpretation is also positive,
though not significant, probably due to the fact that
the decisions made in this sector tend to be more
complex as deeper changes in the process, in the
technologies and in the product itself are required.
In other words, unlike what happens in the tourist
accommodation sector, it is difficult to pull out once
the decisions have been made.

On the other hand, in the group of firms affected
by the IPPC law, managers take into account their
potential degree of involvement and actions in the
area of natural environment protection. This does
not happen in the tourist accommodation sector. It is
a difference that already became evident during the
information-collection process; it was observed that
the person responsible for environmental issues in
the hotel sector was mostly the head of reception,
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whereas in the group of firms affected by the IPPC
law, there was a manager specifically dedicated to
this area. Finally, managers value their employees’
learning and knowledge skills in the group of firms
affected by the IPPC law, something that is not
found in the tourist accommodation sector, probably
due to the high turnover level in this sector. The
capability to decentralize control mechanisms and to
involve all the staft has also been studied by Aragon-
Correa (1998), who classifies them within what he
calls ‘administrative strategic dimensions.’
Regarding firm size, after analyzing the relation-
ships within this model one by one, it becomes evi-
dent that larger-sized firms tend to integrate
environmental practices into their organization earlier
than smaller ones in the two sectors under study. Firm
size may reflect the legitimacy principle or to what
extent the firm is visible to the public. This occurs
because a large firm is either seen as a sector leader
(Henriques and Sadorsky, 1996; Moore, 2001) or is
likely to have a greater environmental risk (Chen et
al., 2006). Nevertheless, only in the IPPC law sector
can size be considered a determinant for the degree of
proactivity in the development of environmental
management. The significant effect of size in this case
may be due either to the greater capacity or slack that
larger firms have to absorb the risks and unpredict-
ability associated with voluntary environmental
strategies or to these firms’ higher visibility (and
hence, higher external scrutiny) (Elsayed, 2000).
Large firms have greater resources available to hire and
train such personnel. Because environmental regula-
tions and public perceptions tend to focus on major
polluters with more extensive resources, in the IPPC
law group, large firms are more likely to invest in new
ways to reduce the production of various types of
waste. Bowen (2002) suggests that it is not size per se
that promotes environmental responsiveness, but the
elements of an organization’s visibility and the re-
sources available to it that may result from its size.
Larger firms, therefore, are more likely to find their
reputation suffering if they do not perform well on
social measures, and act accordingly (Moore, 2001).
These aspects lead us to raise two ideas. On the one
hand, that one cannot overlook some of the argu-
ments of small-sized firm managers, generally linked
to the impossibility to face the initial investments re-
quired to develop a suitable environmental strategy
because profits are too low (Pava and Krausz, 1996).

These arguments are similar to those found by the
Fundaciéon Entorno in a study carried out in 2003.
Among them stands out the fact that managers do not
own the resources needed to encourage the change
required, that is, they lack time, are understafted,
cannot afford it and/or do not have available the
knowledge and skills required for the implementation
of a suitable environmental management. And also
that it is in the most highly polluting sectors that the
environmental investment (size) needed to achieve a
proactive management scheme is higher insofar as a
greater financial, time and knowledge-related effort is
needed for the adaptation of processes, technologies
and/or products. These changes are negligible in the
tourist accommodation sector, though.

On the other hand, it can be observed that the
more managers perceive the natural environment as a
competitive opportunity, the higher is the degree of
proactivity in the environmental management
developed by the firm and the faster environmental
practices are integrated into the organization.
Furthermore, the latter steps up the proactive envi-
ronmental management. This is so because managers
take two aspects into account when they make esti-
mates about the correct evolution of environmental
technology. Firstly, managers know that being the
first to adopt environmental practices allows them to
create new barriers to imitation, such as the possi-
bility of influencing the policy process (Cho et al.,
2006) and to simultaneously attract ethical consumers
who share ethical values to some extent and consider
them in their decision-making (Castelo and Lima,
2006). Secondly, as managers pointed out during the
phase of qualitative research, they know about the
existence of aids and subsidies that they can receive
from the authorities, about the possible low-interest
financing offered by some financial institutions for
the development of preventive technologies and also
about the reduction of their insurance premiums as a
result of the diminished environmental risk. This is a
way to alter the ‘incentives’ for firms to behave
ethically (Baumol and Blackman, 1991). Moreover,
this incentive-based approach to business ethics can
be immensely useful for regulators to guarantee
observance of ethical behavior by firms (Kulshresh-
tha, 2007). Thanks to these aids and subsidies, man-
agers can include in their management policy
proactive environmental techniques such as the ones
shown in Table I during the exploratory phase.
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In relation to the link between complementary
resources and capabilities and the adoption of a pio-
neering proactive strategy, it has been verified that, in
the tourist accommodation sector, the capability
which influences managers’ attitudes and leads them
to regard the natural environment as a competitive
opportunity is the speed and flexibility with which the
hotel adapts to the new environmental conditions.
However, the organization members’ learning and
knowledge is the resource that the manager takes into
account when the time comes to decide the right
moment to integrate environmental issues and the
degree of proactivity to be reached. Regarding the
IPPC law sector, the situation is quite similar but re-
versed. In other words, managers feel that their way of
acting and their employees’ learning and knowledge
levels are factors thanks to which competitive
opportunities will be achieved if the environment is
integrated into their organization. In any case, of those
two factors, only employees’ learning and knowledge
has a significant positive impact on the development
of a pioneering proactive strategy. That is why the
investment in employee training and education is
usually high, generally linked to the organization of
training and information courses meant to adjust the
knowledge of workers to the changes in the produc-
tive process resulting from the introduction of new
environmental improvements. These results empiri-
cally confirm the approach presented by Govind-
arajuru and Daily (2004) from a theoretical point of
view. These authors describe the importance of giving
employees both the ability and the responsibility to
take active steps to identify problems in the working
environment that affect quality or consumer service
and to deal with them effectively.

Dutton (1988) indicates that ‘agenda building’ re-
fers to the process through which strategic issues catch
the decision-makers’ attention and are legitimated
within the organization. The agenda-building model
proceeds from the fundamental proposition that an
issue is placed on the strategic agenda when individ-
uals are aware of the issue (issue exposure) and/or
those persons who are aware of the issue are involved
with the issue (issue interest). In our study, the man-
agers’ level of participation in the development of the
environmental management is not significant, which
reflects that ethical issues receive less attention than
other strategic issues in the organizations. This sug-
gests that the ethical treatment of adaptation and

change in the firm will only be important when
managers consider how organizational and environ-
mental pressures translate into a strategic issue context
(Dutton and Penner, 1993). Besides, it can be pointed
out that although the flexibility and speed in the
adaptation to environmental changes have not been
determining factors in the evolution of managerial
attitudes, they have indeed had an impact on the
environmental management developed by the firm.
Bansal (2005) also emphasizes the weight of this
capability in corporate sustainable development,
above all in the early stages, when only a few firms
have adopted environmental practices.

Practical implications

This study has several practical implications. Firstly,
the managerial perception of the natural environ-
ment as a competitive opportunity is influenced by
the level of moral development and personal char-
acteristics of managers. These perceptions are shaped
by forces existing in the organization’s environment,
including available resources, societal expectations,
sector, and regulations (Logsdon and Yuthas, 1997).

Secondly, firm size is seen as a relevant factor that
may determine firm environmental orientation
(Elsayed, 2006), although several possible alternatives
deserve to be mentioned too. Small-sized firms refer
to lack of time, staff, and financial resources as the
justification for their limited environmental invest-
ment. However, these aspects cannot be considered
an obstacle for the following reasons. Obviously, for
environmental practices to be applied as foreseen,
firms need the presence of a manager who assumes
the ultimate responsibility in relation to moral issues.
It is true that large firms need a person with an
exclusive dedication who has a professional qualifi-
cation suiting the requirements of the work position,
but small firms only need a person whose activities
in the ethical field are added to his/her main job.
Besides, small-sized firms can benefit from various
aids and subsidies granted by the government or
other public bodies (Darnall and Edwards, 2006),
and some monetary amount can be deduced from
certain taxes if environmental investments are
undertaken,® which reduces considerably both the
financial and the time effort. As for the training
required, the Public Administration organizes free
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specific courses by areas of activity and sectors in
which firm members can participate.

Thirdly, the resource-based perspective can con-
tribute to the analysis of ethical issues offering
important insights on how it can influence a firm’s
environmental strategy. The importance of intangible
resources such as employees’ learning and knowledge
skills and the flexibility and speed in the adaptation to
environmental changes has been explicitly recog-
nized. The application of resource-based rationales to
ethical issues can be justified in several ways, some of
which were identified by Bansal (2005) as well: it
influences a managerial perception of natural envi-
ronment as a competitive opportunity, requires
investments of financial and human resources and
creates new resource-based opportunities through
changes in prevention pollution technology, policy
process, stakeholders, and market forces.

Fourthly, managers consider important an intrinsic
commitment approach to the relationships with their
stakeholders. Firms need to achieve social legitimacy
in their environmental management. Building good
relations with stakeholders can lead to increased
financial returns because it helps firms to develop
valuable intangible assets which are likely to become
sources of competitive advantage, because such assets
can differentiate a firm from its competitors (Castelo
and Lima, 2006; Hillman and Keim, 2001). However,
managers do not get too involved in the development
of environmental management. This shows that dif-
ferences of opinion regarding social and ethical obli-
gations exist, but does not prove that ethical issues are
unnecessary or meaningless (Pava and Krausz, 1996).
Perhaps, it would be interesting to introduce some
questions: Should ethics be considered a key com-
ponent of management work? Is ethical behavior in
business something that may be created? And there-
fore, would it be interesting to include ethics in the
business school curriculum? (Mortensen et al., 1989).

Fifthly, in the hotel sector, the Spanish manager has
the capability to make decisions quickly but cannot
encourage collaboration among workers and has no
specific knowledge or experience about this matter
either. This is an important problem because only when
employees believe that the organizations for which
they work have strong ethical values, do they appear to
be more likely to engage in ethical behavior (Valentine
and Barnett, 2002). To minimize this problem,
appropriate actions should be included, e.g., the crea-

tion of ethical codes, which give employees guidelines
to cope with difficult decisions. Some specific envi-
ronmental tools and techniques such as the preparation
of training courses, the restructuring of the organiza-
tional chart, the description of new jobs and an ade-
quate design of the authority and information links or
the decisions made in the firm would also be advisable.

Sixthly, those businesses that want to survive and
prosper in a changing world will need strong ethical
values and standards (Rushton, 2002). In the group of
firms affected by the IPPC law, managers must stop
underrating the organization’s capability to react and
adapt to changes in the environment when they start
thinking about environmental concern as a competitive
opportunity since, as has already been seen, this is a key
capability for the modification and adaptation of pro-
cesses, technologies and/or products with the aim of
reducing the environmental impact caused by the
firm’s business activity. Some of the strategic implica-
tions to react and adapt to changes in the environment
related to ethic issues could be considered demands
made by society on the firm and might affect the
achievement of the firm’s objectives (Schroeder, 2002).

Finally, voluntary normative, i.e., the EMAS
Regulation and the ISO 14001 Norm, should be
perceived as giving the firm a high degree of cred-
ibility with such stakeholders as governments, con-
sumers, NGOs, suppliers, and competitors, and can
improve corporate environmental performance and,
therefore, confirm an organization’s commitment to
social responsibility. However, if the standard be-
comes an easy hurdle to which any firm, no matter
how polluting it might be, can subscribe, then other
firms, even the polluting ones, may not subscribe to
the standard (Bansal and Hunter, 2003).

Conclusion

Good business and sustainable development go hand-
in-hand. Managers’ commitment to contribute to
sustainable development holds the key to their long-
term business success and could be a source of
competitive advantage. The amount of resources
available to the organization along with firm size may
influence the managerial perception of business eth-
ics. Three incentives for business ethics are under-
lined: getting the best out of staff; appealing to ethical
consumers; and personal satisfaction. Once the firm
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assumes its environmental responsiveness, there is no
reason why it should limit the organizational capacity
when applying the level of proactive environmental
initiatives to improve its environmental performance.
Investing in ethical issues has important conse-
quences for the creation or depletion of fundamental
intangible resources, namely those associated with
managers, employees, and stakeholders. Apart from
allowing firms to attract these groups, improved so-
cial performance, through its environmental com-
ponent, may lead to more efficient processes,
improvements in productivity, lower compliance
costs, and new market opportunities.

Finally, some limitations and future research lines
should be considered. First, in the qualitative study,
the specific nature of multiple case studies as well as the
fact that all the firms examined are environmental
leaders in their respective sectors should be high-
lighted. Future studies could try to distinguish be-
tween ‘good’ and ‘bad’ firms. Second, in the
quantitative study, since this research article heavily
on self-reported measurements provided by firm
managers, future research works could add to the
confidence in the results reported here replicating this
study with more direct objective measurements of the
theoretical constructs. All the same, in relation to
environmental management, this alternate approach
may also be inadequate since it may not fairly reflect a
firm’s overall environmental management as a con-
sequence ofits multidimensional nature, as Griffin and
Mahon (1997) along with Johnson and Greening
(1999) explicitly discuss in their studies about the so-
cial performance variable. Third, it would be worth
establishing new causal relationships between some of
the factors identified in the study, e.g., legislation,
leadership, legitimization, uncertainty, available re-
sources, managerial perception, and competitive
advantage. Fourth, there are significant differences in
social responsibility across sectors. The uniqueness of
internal competencies or external pressures inherent
in a sector, the degree of public visibility, the different
configurations of stakeholders and their differing de-
grees of activism on particular issues are some of the
reasons for these differences and suggest that more
consideration should be given to determine the sec-
tor-level realities. Our findings are possibly limited to
the sectors analyzed in the Spanish context, but the
authors are currently engaged in replicating and
extending the study to other European countries.

Future studies may also replicate and extend the study
to other sectors in which environmental perceptions
can appear differently as in the hotel sector and in the
firms affected by the IPPC law.

Notes
' IPPC is the acronym for Integrated Pollution Pre-
vention and Control.

*  Environmental technologies are defined as “the equip-
ment, methods and procedures used at the production,
product design and product distribution mechanisms
which save energy and natural resources, minimize the
environmental problems generated by human activities and
protect the natural environment” (Shrivastava, 1995).

Time compression diseconomies are defined as “the ‘law
of diminishing returns’ when one input is held constant.”
For instance, in the case of R&D, the presence of time
compression diseconomies implies that maintaining a given
rate of R&D spending over a particular time interval pro-
duces a larger increment in the stock of R&D know-how
than maintaining twice this rate of R&D spending over half
the time interval (Dierickx and Cool, 1989, p. 1507).

* Al firms that participated in the qualitative study
consented to being identified as participants.

In economic terms, the sector was directly or indi-
rectly responsible for the generation of 11.8% of the
Gross Domestic Product in 2002 (National Statistics
Institute Information Bulletin, 2002; INE, 2003) and
10% of employment (National Statistics Institute Infor-
mation Bulletin, 2003), figures confirming that it is the
top Spanish productive sector.

A decision was made to take these legal categories as a
reference because they are the most dynamic and innova-
tive ones and correspond to hotels showing a wider vari-
ety of characteristics and possibilities, such as size, chain
membership or the types of tourism they can offer.

7 The main objective is to ensure that firms pioneer
the adoption of preventive environmental practices. For
this purpose, the variable ‘time-month’ was weighted
according to whether the firm was not certified (0.2),
had a certification in accordance with the ISO 14001 or
another type of norm (0.4), had a certification in accor-
dance with the ISO 14001 and another type of norm
(0.6), or was verified according to the EMAS Regula-
tion (0.8). The last verification has been weighted to a
greater extent because of the higher degree of rigidity to
which firms are subjected in their attempts to achieve it.

In Spain, a deduction of the corporation tax full pay-
ment is made which corresponds to 10% of the value of
the part of the investments made in material asset goods
destined to environment protection purposes.
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Appendix A

TABLE A1l

Standardized parameter estimates for the indicators of the eight latent variables in the model

Hotels IPPC law

Resources and capabilities* 1,4 0.73 0.78
Resources and capabilities Ay 0.91 0.86
Resources and capabilities A,1» 0.58 0.83
Resources and capabilities A,2» 0.77 0.83
Resources and capabilities A3, 0.83 0.83
Resources and capabilities A3 0.72 0.70
Resources and capabilities 4,53 *k 0.72
Resources and capabilities 4,33 0.69
Resources and capabilities A3 0.68 0.64
Resources and capabilities Ags3 0.74

Managerial interpretation Ay 0.76 0.74
Managerial interpretation Ay 0.79 0.78
Managerial interpretation Ays; 0.57 0.57
Managerial interpretation Ay 0.56 0.58
Managerial interpretation Ays; 0.62 0.57
Environmental management Ay, 0.90 0.80
Environmental management Jya> 0.73 0.78
Environmental management Jys 0.75 0.65
Environmental management Ay, 0.79 0.84
Environmental management Ays, 0.69
Environmental management Jy¢ 0.70

* After performing a factor analysis, the following factors for the variable ‘Resources and Capabilities”: FIR&C
(Axx1) = action and involvement of the management in the firm’s activity; F2R&C (4xy2) = employees’ learning and
knowledge; FACRC (Axy3) = rapidity and flexibility with which the firm introduces changes to adapt to the new
environmental conditions were obtained.

** Jtems with no information have not been considered measurement indicators in the model (for the sector studied),
because they did not fulfill the requirements necessary to form part of the measurement instrument. This confirms the
necessity to validate the scales for each analyzed sample.

TABLE A2
LISREL fit indices

%> Satorra—Bentler (gl)/p-value GFI Standardized RMR BBNFI BBNNFI AGFI NC (y°/¢.])

Hotels R&C 20.99 (17)/0.23 0.97 0.031 0.97 0.98 0.94 1.234
MAN 4.83 (4)/0.304 0.99 0.025 0.98 0.98 0.96 1.20
EMA 3.42 (6)/0.177 0.99 0.016 0.91 0.99 0.96 1.73

IPPC law R&C 27.71 (20)/0.12 0.97 0.034 0.96 0.97 0.92 1.38
MAN 4.59 (4)/0.332 0.99 0.025 0.98 0.99 0.96 1.15

EMA 10.13 (7)/0.181 0.98 0.028 0.98 0.98 0.94 1.45
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TABLE A4

Single and composite reliability

Hotels IPPC law
Single Composite Single Composite

Resources and capabilities Ayq 0.53 0.81 0.61 0.81
Resources and capabilities Ay 0.83 0.75

Resources and capabilities Ay, 0.52 0.77 0.69 0.87
Resources and capabilities Ao, 0.59 0.69

Resources and capabilities 4,3, 0.68 0.69

Resources and capabilities A3 0.34 0.76 0.52 0.78
Resources and capabilities A3 * 0.49

Resources and capabilities A.33 0.48

Resources and capabilities A3 0.47 0.42

Resources and capabilities A.s3 0.54

Managerial interpretation Ay 0.58 0.80 0.55 0.81
Managerial interpretation Ay, 0.62 0.61

Managerial interpretation Ay3q 0.34 0.43

Managerial interpretation Ay 0.33 0.44

Managerial interpretation Ays; 0.40 0.43

Environmental management Ay, 0.81 0.87 0.64 0.88
Environmental management Jy»> 0.54 0.61

Environmental management Jy3, 0.56 0.42

Environmental management Ay 0.62 0.71

Environmental management Jys 0.48

Environmental management Ay, 0.48

* Jtems with no information have not been considered measurement indicators in the model (for the sector studied),

because they did not fulfill the requirements necessary to form part of the measurement instrument. This confirms the

necessity to validate the scales for each analyzed sample.

Appendix B

TABLE B1
LISREL fit indices (full model)

%° Satorra—Bentler ~ GFI  Standardized BBNFI BBNNFI AGFI NC

(g1)/p-value RMR (/g

Man + R&C — Hotels 74.55 (70)/0.33 0.957 0.032 0.944 0.98 0.926 1.065
ENTRS + EM IPPC law  56.60 (46)/0.136  0.958 0.030 0.953 0.979 0.917 1.23
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