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Abstract China is the world’s second largest economy
and the largest emitter of carbon dioxide, yet we know little
about environmental proactivity in the most populated
country in the world. We address this gap through a survey
of 161 Chinese companies with two respondents per firm
(N = 322), where we seek to identify the antecedents and
consequences of environmental proactivity. We identify
two categorizations of environmental proactivity: Envi-
ronmental operational improvements and environmental
reporting. We find that ecological motivations and regu-
latory stakeholder pressure are positively related to both
types of environmental proactivity, and external stake-
holder pressure is negatively related to environmental
reporting. Furthermore, we find that (1) if a firm is envi-
ronmentally proactive (as it relates to either measure) and
they are ecologically motivated, there is a positive and
significant cost advantage, and (2) if a firm makes use of
environmental operational improvement and they are
competitively motivated, there is a positive and significant
reputation advantage. Implications for researchers, man-
agers, and policy-makers in China are discussed.
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We are now undoubtedly witnessing the dramatic ecolog-
ical effects of the industrial revolution which include, but
are not limited to climate change, deforestation, depleted,
and polluted oceans and fresh water, and unprecedented
losses in biodiversity (Pacala 2004). Scientists and policy
makers have warned that we are now entering the sixth
great extinction since the birth of the planet, the last of
which occurred during the reign of the dinosaurs in the late
cretaceous period (Gore 2009). Unlike the past, however,
where natural events such as asteroid collisions or natu-
rally occurring climate change were to blame, today, the
blame rests primarily with humans. The anthropogenic
causes of our current ecological state are garnering
increasing attention within academia, and because orga-
nizations are a major contributing factor, management
scholars have increasingly turned their attention to this
important area (Berchicci and King 2007; Lockett et al.
2006).

In this study, we investigate proactive environmental
strategies, meaning strategies “that seek to reduce the
environmental impacts of operations beyond regulatory
requirements” (Delmas et al. 2011, p. 119). In particular,
our research focuses on the antecedents (i.e., managerial
motivations and stakeholder pressures) and consequences
(i.e., cost advantages, reputation and innovation) of envi-
ronmental proactivity in China.

To date, research examining environmental proactivity
has tended to investigate Western societies (e.g., Darnall
et al. 2010; Delmas and Toffel 2008; Rueda-Manzanares
et al. 2008). Consequently, current management research in
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the area does not adequately reflect the emergence of
developing countries as major players in the world econ-
omy. Similarly, research examining the more general cor-
porate social responsibility (CSR) area has overwhelmingly
focused on developed markets (Gao 2009; Ip 2008). This
focus is not consistent with the economic growth we have
seen in emerging markets. We believe that a close exam-
ination on environmental proactivity and its antecedents in
different institutional contexts is important given the global
economy and global environmental problems that require
contingent solutions. For example, the antecedents and
consequences of environmental proactivity may be differ-
ent in China versus the United States or other Western
countries. As the second largest economy in the world and
the largest emerging market, China, is of particular interest
(Ye and Zhang 2011). Despite China’s tremendous eco-
nomic growth, we know little of its growth as it relates to
CSR and environmental responsibility specifically (Gao
2009). As the largest carbon emitter in the world and a
country that burns twice as much coal as the United States
(Gore 2009) the dearth of academic research examining the
environmental performance of China represents a large gap
in the literature.

Furthermore, it is important to investigate environmen-
tal proactivity in China to supplement our understanding
and conceptualization of this complex construct. In par-
ticular, we need to study it in different contexts to see how
it may, or may not be, contingent on a particular institu-
tional environment. Furthermore, China presents an inter-
esting context to study environmental proactivity because
of the need to balance tremendous economic growth with
equally tremendous environmental damage. As an example
of the latter, Chinese officials currently estimate that
approximately 700,000 people die annually in China from
causes related to poor environmental conditions (Time,
March 25, 2013). All economies must balance a desire for
continuous growth with the recognition of limited resour-
ces in a finite planet. China represents a dramatic example
where this need for balance is highly visible. Lastly,
researchers have increasingly found that environmental
management is not a universal prescription or a one-size-
fits-all approach (Barnett 2007; Berchicci and King 2007,
Brammer and Millington 2008). Given, the significantly
different context in China versus most Western societies,
we can reasonably expect differences in their environ-
mental proactivity.

To examine the antecedents and consequences from a
proactive environmental approach in China we surveyed
161 companies in the province of Sichuan with two rep-
resentatives per firm—the environmental manager and a
top executive—for a total of 322 respondents. We found
that an ecological motivation and regulatory stakeholder
pressures were positively related to environmental
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proactivity, and external stakeholder pressures were nega-
tively related to environmental proactivity. We also found
that an ecological motivation was necessary to gain a
perceived cost competitive advantage from environmental
proactivity, and that a competitive motivation was neces-
sary to gain a perceived reputation competitive advantage
from environmental proactivity.

The remainder of the paper proceeds as follows: first, we
review the literature specific to the variables in our study
model. Second, we develop hypotheses to (1) explain
environmental proactivity related to motivations and
stakeholder pressures, and (2) determine the relationship
between environmental proactivity and competitive
advantage. Third, we describe our methodology and
results. Lastly, before concluding, we present our discus-
sion, and the implications and limitations in our study.

Literature Review

Proactive environmental strategies exist beyond what is
required by law (Delmas et al. 2011; Sharma 2000). Such
strategies seek to minimize a corporation’s negative envi-
ronmental impacts and perhaps even improve current
environmental conditions. Environmental proactivity is
often demonstrated through environmental operational
improvements (e.g., waste reduction, closed-loop systems,
life-cycle analysis, employee training) and environmental
reporting (e.g., internal and external accounting proce-
dures, environmental indicators and goals, sustainability
reports) (Darnall et al. 2010; Delmas et al. 2011; Hart
2005). We accordingly examine two types of environ-
mental proactivity: operational improvements and envi-
ronmental reporting.

In their comprehensive qualitative study Bansal and
Roth (2000) identified three environmental motivations:
competitive, legitimation, and ecological responsibility. A
competitive motivation stems from a desire to further an
organization’s competitiveness and profitability. A legiti-
mation motivation stems from a desire to be perceived as
legitimate by stakeholders. Lastly, an ecological motiva-
tion stems from a desire to protect the natural environment.
We view a legitimacy motivation as very similar to a
competitive motivation, in that the desire for legitimacy is
ultimately a desire to enhance the competitiveness of the
organization. We, therefore, include the legitimation
motivation as part of the competitive motivation, where an
organization seeks to further their competitiveness and
profitability.

While the importance of each type of motivation is
likely to vary based on the context, we anticipate that these
motivations identified in a Western context will still apply
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in China. In particular, Chinese managers are just as likely
as Western managers to be attracted to environmental
proactivity because of the potential of a competitive
advantage (a competitive or legitimation motivation) or
because they care for the natural environment (ecological
motivation). Accordingly, we seek to measure both types
of motivation in our study.

The literature identifies a second common motivation
for the adoption of proactive environmental strategies,
stakeholder pressures. Researchers have found that proac-
tive environmental strategies are related to perceived
stakeholder pressure from regulators (Delmas and Montes-
Sancho 2010; Delmas and Montiel 2008; Majumdar and
Marcus 2001) and external stakeholders (Darnall et al.
2010; Hart 2005; Henriques and Sadorsky 1996, 1999;
Sharma and Henriques 2005). Similarly, given the Chinese
context of our research we focus on these two particular
groups of stakeholders. Researchers have found that in the
adoption of CSR practices of firms within China, both
internal (i.e., employees) and societal stakeholders (i.e.,
general public, NGOs, unions, etc.) yield little power (Lin
2010; Liu et al. 2010). We accordingly limit our investi-
gation to external and regulatory stakeholders, although as
we state in our methodology, we do include other stake-
holder groups to confirm they are not applicable to our
study context.

Extant research in China mainly focuses on the role of
regulators or political influence in determining firms’
environmental strategies or performance. This focus stems
from the traditional perspective of the “state-led” pseudo
market of China, where government plays a significant role
in shaping corporate behaviors (Francesch-Huidobro et al.
2012; Lo and Fryxell 2005; Lo et al. 2009; Ma and Orto-
lano 2000; Tang et al. 2003; Tao and Mah 2009; Van Rooij
2006). Nevertheless, studies that also investigate motiva-
tions or the role of other types of stakeholders have started
to emerge (e.g., Liu et al. 2010; Zhang et al. 2008; Zhu
et al. 2007). For example, Zhang et al. (2008) found that
regulatory pressure was not statistically related to the
corporate environmental management performance of their
sampled firms. They further argued that this was because
firms in the studied region, Jiangsu province in China, have
achieved basic compliance to local environmental stan-
dards and laws. In contrast, Zhu et al. (2007) evidenced the
influence of both regulatory and market pressures on the
adoption of green supply chain management by Chinese
automobile supply chain enterprises.

Examining the consequences to environmental proac-
tivity, research has moved beyond a simple examination of
the effects on profitability to more specific competitive
advantages (Berchicci and King 2007). Similarly, in this
study we examine competitive advantages manifested
through costs, reputation, and innovation (Delmas et al.

2011). While competitive advantages to environmental
proactivity have been well documented in Western con-
texts (e.g., Ambec and Lanoie 2008; Bansal and Clelland
2004; Hart 1995; Hart and Ahuja 1996; Miles and Covin
2000; Rooney 1993; Russo and Fouts 1997), we know of
no research that has empirically examined the relationship
between environmental proactivity and competitive
advantage in the largest emerging market, China (Ye and
Zhang 2011).

In this study, we expand on previous literature by
examining environmental proactivity within China. Yet our
study is more than a reliability test of previous research
applied to a different study context. Not only do we adapt
our variables and hypotheses to the specific study context
to enhance relevance, but we also consistently find differ-
ences in the antecedents and consequences of environ-
mental proactivity in China versus that of Western
countries. This furthers our conceptualization of environ-
mental proactivity and supports the contention that envi-
ronmental management is not a universal prescription or a
one-size-fits-all approach (Barnett 2007; Berchicci and
King 2007; Brammer and Millington 2008).

Hypothesis Development

To garner an understanding of environmental proactivity in
China we seek to understand the antecedents to greater
proactivity and the consequences. Specifically, we examine
motivations for environmental proactivity and stakeholder
pressures as antecedents, and competitive advantage
through cost advantages, reputation and innovation as
consequences. Figure 1 represents our study model.

Motivation and Environmental Proactivity

Bansal and Roth (2000) state that it is important to
understand the motives for environmental proactivity for
two reasons. The first is limited to organizational theorists
who can use this understanding to predict when such
behavior is likely to occur. The second is broader with
implications for researchers, managers, and governments
who can learn how to foster environmentally proactive
organizations.

Given such implications, it is not surprising that a
number of researchers have investigated reasons for envi-
ronmental proactivity. Researchers have found that orga-
nizational champions pushing for a more proactive
environmental approach (Anderson and Bateman 2000),
regulations (Marcus and Geffen 1998; Majumdar and
Marcus 2001), financial benefits (Margolis and Walsh
2003; Orlitzky et al. 2003), and managerial cognitions
including interpretations of environmental issues as threats
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Motivations

Stakeholder Pressures

Fig. 1 Study model

or opportunities (Ghobadian et al. 1995; Lee and Rhee
2007; Sharma 2000) can all influence a firm’s environ-
mental approach.

In their detailed qualitative analysis Bansal and Roth
(2000) identified three main motivations for environmental
proactivity: competitiveness, legitimation, and ecological
responsibility. Competitiveness represents the belief that
environmental proactivity will improve long-term profit-
ability. Legitimation represents the belief that environ-
mental proactivity will enable firms to attain the necessary
resources, reduce uncertainty, and ultimately enhance their
survivability (DiMaggio and Powell 1983; Meyer and
Rowan 1977). Lastly, ecological responsibility represents
the belief that environmental proactivity is the right thing
to do from a moral and ethical standpoint. As stated above,
we combined the competitiveness and legitimation moti-
vations as we viewed the ultimate end to these motives to
be increased competitiveness.

We sought to examine to what extent these two types of
motivation were influential in determining the environ-
mental proactivity of Chinese firms. Given that Bansal and
Roth (2000) qualitatively identified these types of moti-
vations as determinants of greater environmental respon-
sibility, we predict a positive relationship between each
type and environmental proactivity.

We believe this is particularly applicable within China
because Chinese firms are increasingly incorporating
environmental management into their overall CSR prac-
tices, primarily because of influences from the different
levels of Chinese governments and external parties from
developed countries (Lai and Wong 2012; Lo et al. 2009;
Tang et al. 2003; Yuan et al. 2006). Similarly, more and
more Chinese firms link such practices to their economic
analysis or personal moral requirements (Wang and Qian
2011).

A competitive motivation stems from a belief that a firm
can gain a competitive advantage through an environ-
mental proactive strategy. Indeed, research has found that
environmental proactivity can reduce costs by lowering
compliance costs, reducing or avoiding legal liabilities,
reducing waste, and improving efficiency and productivity
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Environmental Proactivity

Competitive Advantage

(Ambec and Lanoie 2008; Hart 1995; Hart and Ahuja
1996; Rooney 1993). It may improve legitimacy (Bansal
and Clelland 2004), and strengthen a firm’s reputation
(Hart 1995; Miles and Covin 2000). It may also lead to the
development of new market opportunities and better access
to markets (Ambec and Lanoie 2008), product differenti-
ation (Ambec and Lanoie 2008; Porter and van der Linde
1995), and the selling of pollution control technology
(Ambec and Lanoie 2008). With so many potential
advantages to an environmentally proactive approach, a
desire for greater competiveness can lead to environmental
proactivity.

H1 A competitiveness motivation will be positively
related to environmental proactivity.

In addition, managers may simply be motivated to
engage in environmental proactivity because they believe it
is the right thing to do from a moral or ethical standpoint
(Bansal and Roth 2000). We can reasonably expect that if
managers are motivated by ecological responsibility this
will lead to greater environmental proactivity. That is, if a
manager believes that environmental proactivity is impor-
tant and the right thing to do, then this will be related to
environmental proactivity within the organization.

H2 An ecological responsibility motivation will be pos-
itively related to environmental proactivity.

Stakeholder Pressure and Environmental Proactivity

We define stakeholders as “any group or individual who
can affect or is affected by the achievement of the orga-
nization’s objectives” (Freeman 1984, p. 46), or in other
words, as someone who has a stake in the organization.
Ultimately, these stakeholders pose various institutional
pressures (i.e., coercive, normative, and mimetic pressures)
that motivate firms to enhance or limit environmental
proactivity (Darnall et al. 2010; Hart 2005; Henriques and
Sadorsky 1996, 1999; Sharma and Henriques 2005). In
theory, all stakeholders are important to an organization,
but in reality, firms must necessarily limit the importance



Is the Red Dragon Green?

31

they can attach to various stakeholder groups (Jamali 2008;
Lee 2011). Indeed, researchers have noted that some
stakeholders are of higher importance than others (Davis
and Thompson 1994; Mitchell et al. 1997).

Researchers studying emerging markets have theorized
that stakeholder pressures are stronger in developed than in
developing markets, where social and environmental
responsibility are of less importance to stakeholders in
general (Gao 2009; Li and Zhang 2010; Sharfman and
Fernando 2008; Ye and Zhang 2011). However, we know
of little empirical research that supports this contention or
research that shows how pressures might differ per stake-
holder group. Indeed, even within China we can expect
differences in stakeholder pressures across geographic
areas. For example, local residents in some urban areas of
China may have higher environmental awareness due to
variance in institutional and economic variances across
regions (Huang et al. 2006; Liu and Lu 2002). However,
overall, internal and societal stakeholders have yet to play a
strong role in terms of monitoring business’ environmental
activities (Tang and Zhan 2008; Yang 2005).

By nature, external stakeholders (e.g., consumers, sup-
pliers, competitors, trade associations, banks, etc.) are
limited in their capacities to influence firm behavior
through external and indirect means (Sharma and Henri-
ques 2005). That is, they must be perceived as important by
internal (or regulatory) stakeholders who have the ability to
influence firm behavior. External stakeholders seeking to
influence firm environmental proactivity may do so
through strict contract or purchase requirements, protests,
boycotts, negative media attention, and through attempts to
intensify regulatory requirements, exerting coercive pres-
sures on firms. Firms seeking to avoid negative public
attention may then be driven toward greater environmental
proactivity (Bansal and Roth 2000) by showing their
external stakeholders (e.g., consumers, suppliers) green
profiles (Arora and Cason 1996).

Research in China has found that external stakeholders
from developed countries are pressuring Chinese firms in
their supply chain to increase their environmental perfor-
mance (Lai and Wong 2012; Zhu et al. 2007). In addition,
both international and local customers in China are
increasingly demanding greater environmental proactivity
from Chinese firms (e.g., Lau and Waldmeir 2010; Yuan
et al. 2006). Accordingly, we predict that perceived pres-
sures from external stakeholders will be related to greater
environmental proactivity:

H3 Perceived external stakeholder pressure will be pos-
itively related to environmental proactivity.

Regulatory stakeholders include government officials
with the power and authority to create and enforce envi-
ronmental standards (Darnall et al. 2010; Fineman and

Clarke 1996; Francesch-Huidobro et al. 2012). Firms are
likely to place high importance on regulatory stakeholders
as failure to comply with regulatory demands can result in
potential liabilities, fines, penalties, and clean-up costs
(Bansal and Clelland 2004). Furthermore, managers may
perceive pressure from regulatory stakeholders because of
the potential organizational benefits that can be obtained
from compliance and working relationships with govern-
ment. For example, environmental proactivity has been
shown to offer regulatory advantages by leading to greater
flexibility to adapt to legislative changes (Bansal and
Bogner 2002), the ability to influence environmental laws
and regulations (Faucheux et al. 1998; Hart 1995; Hillman
and Hitt 1999; Miles and Covin 2000), and to reduce or
avoid legal liabilities (Hart 1995; Rooney 1993).

Recently, environmental management has been one of
the top issues on the political agenda for government in
China (Francesch-Huidobro et al. 2012; Yuan et al. 20006).
Governments at different levels (e.g., central, provinces,
cities, and counties) have launched a series of regulatory
policies and market-based approaches in order to motivate
corporations to implement environmental management (Lo
and Fryxell 2005; Ma and Ortolano 2000; Tang et al. 2003;
Zhang et al. 2008). Accordingly, we predict that perceived
pressures from regulatory stakeholders will be related to
greater environmental proactivity:

H4 Perceived regulatory stakeholder pressure will be
positively related to environmental proactivity.

Environmental Proactivity and Competitive Advantage

Research examining the financial benefits to environmental
performance has tended to examine three main areas of
competitive advantage: cost, reputation, and innovation
(e.g., Delmas et al. 2011). Research done in developed
countries has found that environmental performance can
reduce costs by lowering compliance costs, reducing waste,
improving efficiency and productivity, and reducing or
avoiding legal liabilities (Ambec and Lanoie 2008; Hart
1995; Hart and Ahuja 1996; Rooney 1993). Research has
also found that environmental performance can strengthen
firm reputation both directly (Hart 1995; Miles and Covin
2000), and indirectly through greater appeal to consumers
(Miles and Covin 2000), improvements in legitimacy
(Bansal and Clelland 2004), and through the ability to
influence environmental laws and regulations (Faucheux
et al. 1998; Hart 1995; Hillman and Hitt 1999; Miles and
Covin 2000). Lastly, environmental performance can lead
to a competitive advantage related to innovation through
product differentiation (Ambec and Lanoie 2008; Porter
and van der Linde 1995), the selling of pollution control
technology (Ambec and Lanoie 2008), the creation of entry

@ Springer



32

K. Walker et al.

barriers (Dean and Brown 1995; Hart 1995; Russo and
Fouts 1997), and the development of new market oppor-
tunities and better access to markets (Ambec and Lanoie
2008). Whether these effects occur in a developing market
remains unclear, and in particular, we know of no research
that has empirically examined the relationship between
environmental proactivity and competitive advantage in the
largest emerging market, China (Ye and Zhang 2011).

Within China, as compared to most Western countries,
firms tend to operate in a fiercely low-cost external busi-
ness environment. That is, currently China’s main com-
petitive advantage is its low-cost environment, established
primarily through relatively low wages. Since costs are
already extremely low, it is likely to be highly difficult to
gain further cost advantages through environmental pro-
activity. We do, however, still believe it is possible, but
only when managers are ecologically motivated.

If top management’s drive for environmental proactivity
stems from an ecological instead of a competitive moti-
vation, the organizational culture and leadership would be
significantly different. That is, employees may recognize
that a firm’s environmental proactivity is not simply
another means for management to minimize costs, but is
part of the organizational norm and something top man-
agement believes as being the right thing to do (Bansal and
Roth 2000). This recognition and ultimate embracement of
environmental proactivity may then, paradoxically, result
in additional cost savings. Such cost savings may result
from an organizational culture that recognizes and rewards
(financially or otherwise) ecological responsibility. Like-
wise, this culture and leadership may drive mangers to
make necessary short-term investments to gain longer-term
ecological and financial benefits. For example, managers
might be willing to purchase more efficient technology
despite the upfront costs. Managers may also be more
receptive to taking risks to further their environmental
proactivity as they feel obligated to do so based on their
belief that it is the right or ethical thing to do. Lastly,
within such a culture employees are likely to be more
receptive to, and aware of finding, additional means to
furthering environmental proactivity. In sum, through the
impact on managers and employees (Mayer et al. 2009;
Sharma 2000; Somers 2001), firms within China with
ecologically motivated senior executives may gain a cost
competitive advantage to environmental proactivity

HS The interaction between environmental proactivity
and cost advantage will have a positive association with
ecological motivations.

In contrast, to gain a reputation advantage in China, we
believe that firms must be competitively motivated. In a
systematic review of the corporate reputation literature
Walker (2010) noted that the most commonly used
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definition of reputation comes from Fombrun (1996, p. 72)
who defined it as “A perceptual representation of a com-
pany’s past actions and future prospects that describes the
firm’s overall appeal to all of its key constituents when
compared with other leading rivals”. This definition clearly
states that reputation is based on a comparison to rivals.

Accordingly, we believe that in order to gain a reputa-
tion advantage from environmental proactivity managers
need to be motivated by competition so that they are
always seeking to outperform their competitors, and are
thus perceived as more environmentally proactive to
stakeholders. This is likely to result in a constant one-
upping as these externally driven managers seek to have
higher environmental proactivity than rivals. Two points
arise from this observation. First, because a firm’s reputa-
tion is based on stakeholders’ expectations derived from a
comparison to “leading rivals” (Fombrun 1996), if a firm is
continuously outperforming the environmental proactivity
of competitors, they are likely to gain a reputation advan-
tage. Second, it is possible that for managers that are
competitively motivated their environmental proactivity is
more symbolic than substantive (Walker and Wan 2012),
meaning they can gain a perceived reputational advantage
but not a cost advantage.

H6 The interaction between environmental proactivity
and reputation advantage will have a positive association
with competitive motivations.

Lastly, while we believe that both cost and reputational
advantages to environmental proactivity will occur in
China depending on managerial motivations, we do not
predict advantages related to greater innovation. In general,
China has not to date demonstrated an ability to develop
world leading innovative green products or services. In
fact, if anything the opposite is true where Western firms
have struggled to maintain their environmentally respon-
sible image when working with Chinese firms that tend to
have a poor environmental image (Lai and Wong 2012).
Accordingly, we do not make a hypothesis for the rela-
tionship between environmental proactivity and innova-
tion. Despite the lack of a hypothesis we keep innovation in
the study as a non-significant relationship would be in
contrast to findings in Western countries (e.g., Delmas
et al. 2011), and thus interesting in its own right.

Method
Context
This study was conducted in Zigong, a prefecture-level city

of Sichuan province in southwest China. China, one of the
major industrializing countries with rapid economic
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development in the past 30 years, is faced with a dilemma
of significant resource and environmental constraints. This
is more evident in our research site area, which is geo-
graphically distant from other major cities in China. The
city is well known for having varied manufacturing
industries such as natural gas, coal, inorganic chemicals,
and salt production; thus, it provides excellent research
facilities for understanding corporate environmental man-
agement by Chinese firms.

There is very little publicly available data on the envi-
ronmental proactivity of Chinese firms in general, and
within the manufacturing industry in the province of
Sichuan there is also no publicly available data on corpo-
rate financial performance. That is, there is no reliable
secondary data available on environmental proactivity, its
antecedents, or its consequences. Accordingly, we col-
lected primary data through surveys with a multi-item
scheme and with multiple respondents per firm (Delmas
et al. 2011).

We first obtained the complete company directory
through the Bureau of Commerce of Zigong (BCZ). After
dropping firms that were not accessible or had gone
through bankruptcy, a total of 330 companies were inclu-
ded in the survey and questionnaires were sent to them
facilitated by BCZ, the Zigong Branch of Chengdu Cus-
toms, and Zigong Environmental Protection Bureau (it is
common to conduct surveys in China through government
authorities in order to increase response rates). In order to
minimize the risk of common method bias (Podsakoff et al.
2003), for each company we used multiple respondents as
we sought information on environmental proactivity from
environmental managers, and information on competitive
advantage, motivations, and stakeholder pressures from top
managers, respectively. Environmental managers are in the
best position to explain their environmental strategy and
managerial discretion as it relates to the natural environ-
ment, and as the key decision makers top managers are in
the best position to explain the financial benefits, their
motivations for environmental proactivity and stakeholder
pressures.

Some of the surveyed firms had specific people in
charge of environmental management (e.g., with titles such
as departmental managers of environmental management,
general managers in charge of environmental management,
etc.). For those without specific titles set up for environ-
mental management, managers with the best knowledge of
internal environmental management (e.g., product manag-
ers, project managers, R&D managers, security managers,
etc.) filled out the questionnaires. Top managers included
vice-presidents, chairpersons, general managers, or owners.
Lastly, we dropped firms from the analysis that returned
questionnaires answered by single respondents, leaving us
with a final usable data of 161 valid observations (response

rate = 48.8 %). That is, our final sample consisted of 322
participants in 161 firms.

The average age of our managers was 36 years old,
55 % were male and 45 % female, and over 80 % had a
University education at minimum. Regarding their work
experience, the mean number of years participants were
with their current company was six, the mean number of
years they were in their current position was five, and the
mean number of years of managerial experience was six
and a half.

We developed each construct discussed in detail below
based on work from previous scholars (Darnall et al. 2010;
Delmas et al. 2011; Hart 2005), and a pilot test of 27
Chinese firms within our specific research context. Lastly,
prior to the pilot test we also asked industry experts within
China to check the face validity of our constructs for our
setting (Delmas et al. 2011). To test the validity of
dependent and independent variables we performed
exploratory factor analyses using principle component
analysis with Varimax rotation.

Dependent Variables
Environmental Proactivity

A proactive environmental strategy is characterized by a
strong commitment to the natural environment going sig-
nificantly beyond legal requirements. This commitment is
often demonstrated and measured through environmental
operational improvements (e.g., waste reduction, closed-
loop systems, life-cycle analysis, employee training) and
environmental reporting (e.g., internal and external
accounting procedures, environmental indicators and goals,
sustainability reports) (Darnall et al. 2010; Delmas et al.
2011; Hart 2005). Within these two broad measures we
developed a number of survey questions. Using a factor
analysis we identified two valid constructs, both of which
had a single Eigen value above 1 and alpha’s of 0.70. The
first construct consisted of four items. It focused on envi-
ronmental operational improvements and asked respon-
dents questions such as: Do you have an internal
assessment of the environmental impact of operations? Do
you conduct a comprehensive internal environmental
audit? The second construct also consisted of four items. It
focused on environmental reporting and asked respondents
questions such as: Do you have environmental performance
indicators/goals? Do you have a formal environmental
performance reporting system?

Competitive Advantage

The effect of environmental strategy on competitive
advantage has been examined by a number of authors
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(Christmann 2000; Delmas et al. 2011; Russo and Fouts
1997). Given that financial performance data, and in par-
ticular accounting measures, were not available for the
firms in our sample we used constructs developed by
Delmas et al. (2011) and added survey questions more
particular to our research context where applicable.

Competitive advantage was measured via three con-
structs: cost advantage, reputation, and innovation (Delmas
et al. 2011). The examination of three areas of competitive
advantage permits a more nuanced investigation into the
financial benefits of environmental responsibility (Barnet
2007). Each item was measured using a 7-point Likert-type
scale; all constructs had a single Eigen value above one, and
the alpha’s for competitive advantage, reputation and inno-
vation were as follows: 0.73, 0.70, and 0.76, respectively.

The competitive advantage construct consisted of four
items examining both domestic and foreign competitors
and asked respondents questions such as: We incur lower
compliance costs with regulations of environmental issues
relative to our domestic competitors; overall, our envi-
ronmental strategy improves our relative cost position to
foreign competitors.

The reputation construct consisted of two items and
measured reputation according to consumers (Delmas et al.
2011). The questions asked respondents to rate the loyalty
of existing customers and the attraction of new customers.

The innovation construct consisted of three items and
asked respondents about technology development, the
development of new, or improvements in existing, pro-
cesses and operations, and the development of new, or
improvements of existing products.

Independent Variables
Motivations

Building off the qualitative research of Bansal and Roth
(2000) we developed scale items for two environmental
motivations: competitive and ecological responsibility.

Each item in our motivation variables were measured
using a 7-point Likert-type scale; both constructs had a
single Eigen value above one, and the alpha’s for a com-
petitive and an ecological motivation were as follows: 0.82
and 0.65, respectively.

The competitive motivation construct consisted of three
items and asked respondents questions such as: I chose to
invest in environmental responsibilities that will secure my
firm with the highest returns; environmental initiatives must
be commercially viable for me to invest in them. The eco-
logical motivation construct consisted of four items and asked
respondents questions such as: firms have a responsibility to
invest in environmental initiatives; my company is environ-
mentally responsible because it is the right thing to do.
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Stakeholder Pressure

The perceptions of managers are of critical importance to
understanding stakeholder influence and pressure (Banerjee
2001; Donaldson and Preston 1995; Fineman and Clarke
1996). In turn, managerial perceptions of the stakeholder
pressures then influence firm strategy (Darnall et al. 2010;
Donaldson and Preston 1995; Fineman and Clarke 1996;
Henriques and Sadorsky 1999). Correspondingly, using our
survey we asked managers to rate the perceived pressures
from various stakeholders.

Given, the context of our research in the province of
Sichuan we focused on external and regulatory stakehold-
ers as per our hypotheses for stakeholder pressures. Within
China both internal (i.e., employees) and societal stake-
holders (i.e., general public, NGOs, unions, etc.) yield little
power regarding the use of CSR practices of firms (Lin
2010). Importantly, this was confirmed in our data as we
included multiple groups of stakeholders but they did not
produce valid or reliable constructs.

Each construct was measured using a 7-point Likert-
type scale, where respondents were asked to rate the
importance of various stakeholders. Both stakeholder
pressure constructs had a single Eigen value above one, and
the alpha’s for external and regulatory stakeholder pres-
sures were as follows: 0.74 and 0.70, respectively. External
stakeholders included customers, suppliers, trade associa-
tions, competitors, and banks. Regulatory stakeholders
included all three levels of government relevant to our
research context: municipal, provincial, and central.

Control Variables
Firm Size

Size was included because larger firms tend to pollute
more, and studies have found that larger firms are more
likely than smaller firms to integrate environmental prac-
tices into their organizations (Lopez-Gamero et al. 2008;
Moore 2001; Russo and Fouts 1997). In addition, previous
research has used size as a proxy for firm visibility as
highly visible companies are often under increased scrutiny
from stakeholders (Adams and Hardwick 1998; Brammer
and Millington 2008). Increased firm visibility could lead
to higher costs associated with increased taxation, fines,
and litigation for example. It might also lead to increased
environmental responsibility as these firms seek to appease
the increased demands from stakeholders and to avoid or
pre-empt environmental legislation (Brammer and Mil-
lington 2008). Firm size was measured as the total number
of employees (Darnall et al. 2010).

In addition, we partly controlled for firm size by only
including firms with more than 50 employees. We also
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created a measure for firm size which was broken down
within our sample as follows: 56 % had between 51 and
100 employees, 30 % had between 101 and 500 employ-
ees; 6 % had between 501 and 1,000 employees, and 8 %
had between 1,001 and 5,000 employees.

Export Orientation

Firms with greater export orientation may benefit from
showing their commitment to environmental protection
because this may boost the confidence of foreign customers
(Christmann and Taylor 2001; Darnall et al. 2010). It was
measured by following Darnall et al. (2010) by surveying
whether the firm’s market scope was local (i.e., export
orientation = 1), national (i.e., export orientation = 2),
regional (i.e., export orientation = 3), or global (i.e.,
export orientation = 4). This construct ranged from 1 to 4,
with a mean value of 1.99 and a standard deviation of 0.97.

Firm Age

Older firms have been shown to have greater environ-
mental responsibility (Darnall et al. 2010). Age was mea-
sured as the number of years in operation. The age range in
our sample was from 1 to 73, with a mean age of 14 years
and a standard deviation of 12.

Industry Type

Dummy variables were used to control for industry type.
Seventy-five percent of the firms in our sample were in
manufacturing and 25 % in service.

Family Business

Family businesses have been found to be more socially and
environmentally responsible than their peers (Sharma and
Sharma 2011). Only 8 % of the companies in our sample
were family run businesses.

Results

Descriptive statistics and correlations for our study vari-
ables are shown in Table 1.

Motivation

To test Hypotheses 1 and 2—which predicted that a com-
petitive and an ecological responsibility motivation would be
positively related to environmental proactivity—we ran lin-
ear regressions across both our measures of environmental
proactivity (environmental operational improvements and

environmental reporting) as the dependent variables (see
Table 2).

A competitiveness motivation was not related to either
type of environmental proactivity, thus we did not find
support for Hypothesis 1. In contrast, ecological responsi-
bility had a significant positive relationship to both mea-
sures of environmental proactivity: Environmental
operational improvements (p < 0.01) and environmental
reporting (p < 0.10). Thus, Hypothesis 2 was supported.

Stakeholder Pressure

To test Hypotheses 3 and 4—which predicted that per-
ceived external and regulatory stakeholder pressure would
be positively related to environmental proactivity—we ran
linear regressions across both our measures of environ-
mental proactivity as the dependent variables (see
Table 2).

External stakeholder pressure was not significantly rela-
ted to environmental operational improvements, and it had a
significant negative relationship to environmental reporting
(p < 0.001). Thus, Hypothesis 3 was not supported.

Regulatory stakeholder pressure had a significant posi-
tive relationship to both measures of environmental pro-
activity: ~ Environmental  operational = improvements
(p < 0.10) and environmental reporting (p < 0.001). Thus,
Hypothesis 4 was supported.

The results for our antecedents to environmental pro-
activity are displayed in Fig. 2.

Competitive Advantage

To test Hypotheses 5 and 6 for the moderating effects of
motivations we ran four regressions that tested the inter-
actions of motivation and environmental proactivity by
both types of competitive advantage: cost advantage and
reputation (see Table 3). In addition, we included innova-
tion to test the null hypothesis of no significant relationship
among motivation, environmental proactivity, and inno-
vation. Since we did not form a hypothesis we do not show
the result in the Table, but as predicted it was not
significant.

We found three significant interactions (see Table 3).
First, the interaction between one environmental proactiv-
ity measure (i.e., environmental operational improvements)
and an ecological responsibility motivation was significant
and positive for cost advantage (p < 0.01). We further
examined this significant interaction by plotting it in Fig. 3
(Aiken and West 1991). The plotted interaction shows that
for managers of firms with an ecological motivation as
their environmental operational improvements increased
their perceived cost advantage increased. This is in contrast
to managers that are not ecologically motivated who
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Table 2 Antecedents to environmental proactivity: motivations and stakeholder pressures
DV: environmental proactivity
Variables Environmental operational improvements Environmental reporting
Models Mla M2a M3a Mlb M2b M3b
Intercept 0.928* —1.252 —1.486 1.153%** —1.524 —0.620
(0.426) (1.000) (1.098) (0.420) (0.987) (1.011)
Firm size 0.163 0.162 0.143 0.108 0.072 0.039
(0.135) (0.133) (0.133) (0.133) (0.131) (0.123)
Export orientation 0.242% 0.237* 0.238* 0.248* 0.269* 0.216*
(0.116) (0.114) (0.115) (0.114) (0.113) (0.106)
Firm age —0.01 —0.014 —0.013 0.002 0.000 0.003
(0.009) (0.009) (0.009) (0.009) (0.009) (0.009)
Industry type —0.125 0.018 —0.009 —-0.212 —0.073 —0.086
(0.25) (0.249) (0.249) (0.246) (0.246) (0.229)
Family business —0.65 —0.594 —0.691 —0.052 —0.109 —0.363
(0.413) (0.408) 0.411) (0.407) (0.403) (0.379)
Competitive motivation —0.038 —0.084 0.210 0.100
(0.144) (0.146) (0.142) (0.135)
Ecological motivation 0.400%* 0.365%* 0.249" 0.288*
(0.136) (0.141) (0.134) (0.130)
External stakeholder pressure —0.068 —0.625%*%*
(0.162) (0.149)
Regulatory stakeholder pressure 0.268" 0.517%%**
(0.157) (0.144)
N 158 158 158 158 158 158
F value 2.193° 3.002%%* 2.674%* 2.106" 2.853%%* 5.351%%*
R? 0.067 0.123 0.14 0.065 0.117 0.246
Adj. R 0.037 0.082 0.088 0.034 0.076 0.200

Values in parentheses are standard errors

Significant at the T p < 0.10; * p < 0.05; ** p < 0.01; *** p < 0.001 (two-tailed)

perceived a decreased cost advantage as their environ-
mental operational improvements increased. This signifi-
cant interaction indicates that while the relationship
between environmental operational improvements and cost
advantage is not significant, if the managers of a firm are
environmentally proactive (measured through operational
improvements) and they are ecologically motivated, there
is a perceived positive and significant cost advantage.
Second, the interaction between the other measure of
environmental proactivity (i.e., environmental reporting)
and an ecological responsibility motivation was also sig-
nificant and positive for cost advantage (p < 0.01). We
further examined this significant interaction by plotting it in
Fig. 4 (Aiken and West 1991). The plotted interaction shows
that for managers in firms with an ecological motivation, as
their environmental reporting increased their perceived cost
advantage increased. This is in contrast to managers of firms
that are not ecologically motivated who perceived a
decreased cost advantage as their environmental proactivity

- +
.
+
+
— +
- //-//

Fig. 2 Antecedents to environmental proactivity in China

increased. Taking these two significant interactions together,
we find support for Hypothesis H5 that proposed that an
ecological motivation would positively moderate the impact
of environmental proactivity on cost advantage.

Third, consistent with Hypothesis H6, the interaction
between environmental proactivity and a competitive
motivation was significant and positive for reputation
(p < 0.05). However, it only occurred to environmental
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Table 3 Environmental proactivity, motivations, and competitive
advantage

Variables Cost advantage Reputation
Models M6a M7a M6b M7b
Intercept 6.044%%%  6,040%**  6.019%**  6.189%**
(0.380) (0.364) (0.259) (0.259)
Firm size —0.144 —0.161 0.090 0.084
0.112) 0.112) (0.079) (0.081)
Export orientation —0.200%  —0.177"  —0.179%*  (.224%*
(0.100) (0.099) (0.070) (0.070)
Firm age —0.018* —0.019* 0.001 0.001
(0.008) (0.008) (0.006) (0.006)
Industry type 0.336 0.389° —0.012 —0.080
(0.229) (0.213) (0.155) (0.151)
Family business —0.586  —0.629"  0.559% 0.534%*
(0.388) (0.378) (0.245) (0.248)
Competitive —0.007 —0.032 0.123" 0.124"
motivation 0.097)  (0.096)  (0.067) (0.069)
Ecological 0.188"  0257%¢  0.130" 0.092
motivation 0.097)  (0.095)  (0.069)  (0.069)
Environmental —0.088 —0.065
operational (0.096) (0.067)
improvements
Competitive —0.086 0.167*
motivation® (0.110) (0.076)
Environmental
operational
improvements
Ecological 0.271%%* 0.047
motivation* (0.105) (0.074)
Environmental
operational
improvements
Environmental —0.188* 0.080
reporting (0.091) (0.065)
Competitive —-0.139 0.087
motivation* (0.109) (0.077)
Environmental
reporting
Ecological 0.310%* —-0.016
motivation* (0.112) (0.081)
Environmental
reporting
N 152 152 157 157
F value 4.572%%% 4 558%H% 3 pAQHAER ] T3] ek
R 0.225 0.243 0.199 0.170
Adj. R 0.171 0.190 0.144 0.113

Values in parentheses are standard errors

Significant at the i p <0.10; * p < 0.05; ** p < 0.01; *** p < 0.001
(two-tailed)

Dependent variable is competitive advantage
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Fig. 3 Interaction between operational improvement and an ecolog-
ical motivation on cost advantage

operational improvements and not to environmental
reporting. We further examined the significant interaction
by plotting it in Fig. 5 (Aiken and West 1991). The plotted
interaction shows that for managers in firms with a com-
petitive motivation, as their environmental operational
improvements increased their perceived reputation advan-
tage increased. This is in contrast to managers in firms that
are not competitively motivated who perceived a decreased
reputation advantage as their environmental proactivity
increased. Thus, we obtain partial support for Hypothesis 6
in that a competitive motivation did moderate the rela-
tionship between environmental operational improvements
and a perceived reputation advantage, but this relationship
did not exist for environmental reporting.

Discussion

Our results support the research contention that environ-
mental proactivity is a multi-dimensional construct and that
the one-size-fits-all approach to environmental manage-
ment and research is limited and misleading (Barnett 2007,
Berchicci and King 2007; Brammer and Millington 2008).
Such support is evident in two ways: First, our data indi-
cates the existence of two types of environmental proac-
tivity with similarities and differences in regards to their
respective antecedents and consequences. Second, our
results delineate notable differences between environmen-
tal proactivity in Western societies versus that in China.
We examine the latter point throughout the discussion.
We found that both an ecologically responsible moti-
vation and perceived regulatory stakeholder pressure had a
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Fig. 4 Interaction between environmental reporting and an ecolog-
ical motivation on cost advantage

significant positive relationship to both types of environ-
mental proactivity. The first finding indicates that in con-
trast to motivations driven by competitiveness those driven
by ecological responsibility further a firm’s environmental
proactivity. A large amount of research examining envi-
ronmental proactivity in Western countries has tried to
encourage greater firm proactivity by empirically identify-
ing the financial benefits to doing so (Ambec and Lanoie
2008; Hart 1995; Miles and Covin 2000; Orlitzky et al.
2003; Porter and van der Linde 1995; Russo and Fouts
1997). However, our research of Chinese firms demon-
strates that a competitive motivation does not increase
environmental proactivity. Only firms that are ecologically
driven have a significant and positive relationship to envi-
ronmental proactivity. Furthermore, the financial benefits
measured through a cost advantage appear to be attainable
only when the firm is ecologically motivated (as identified
through our interaction effects). That is, there were no direct
relationships between our two types of environmental pro-
activity and cost advantage, but when ecologically moti-
vated, both types were related to significant cost
advantages. Thus, Chinese managers seeking to gain cost
advantages over their competitors through their environ-
mental proactivity must be motivated by the belief that it is
the right thing to do from a moral and ethical standpoint. It
is possible that without this motivation managers seek short
cuts or are not fully committed to environmental proactivity
resulting in an inability to obtain any cost advantages.
Research has consistently found that government regu-
lations can lead to environmental proactivity (e.g., Marcus
and Geffen 1998; Majumdar and Marcus 2001). It would
appear that this effect also applies to China as perceived
regulatory stakeholder pressure had a significant and
positive relationship to both types of environmental pro-
activity. Through coercive pressures governments can
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Fig. 5 Interaction between operational improvement and a compet-
itive motivation on reputation

motivate environmental proactivity. This finding again
demonstrates the ability of governments to enforce envi-
ronmental proactivity, as consistent with previous studies
on corporate environmental management of Chinese firms
(Zhang et al. 2008; Zhu et al. 2007).

Contrary to what we hypothesized, perceived external
stakeholder pressure was negatively related to environ-
mental reporting and not related to environmental opera-
tional improvements. While researchers have found that
external stakeholders from developed countries are pres-
suring Chinese firms in their supply chain to increase their
environmental performance (Lai and Wong 2012; Zhu
et al. 2007), we did not find evidence of this in our data. It
may be that the specific external stakeholders examined in
our data (customers, suppliers, trade associations, com-
petitors, and banks) are price driven and Chinese managers
feel pressure to keep costs as low as possible. For example,
Chinese managers may not want to invest in employee
environmental training or internal and external environ-
mental accounting (items in our constructs) as such activ-
ities will increase short-term costs. Thus, even though
environmental proactivity may result in cost savings over
time through things such as waste reduction and closed-
loop systems, given the short-term costs of implementation
managers may not have been willing to invest the neces-
sary amount of firm resources given external stakeholder
pressures for minimal costs.

Arguably, our most interesting findings relate to the
examination of the relationship between environmental
proactivity and competitive advantage as tested in the
interaction effect terms. First, as expected, we did not find
any signification relationship between motivation, envi-
ronmental proactivity, and innovation. This demonstrates
the limited value of environmental proactivity related to
innovation for our sampled Chinese firms.
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Second, to gain a reputation advantage through envi-
ronmental proactivity senior managers must be competi-
tively motivated. This finding is entirely consistent with the
most commonly used definition of reputation (Walker
2010) provided by Fombrun (1996, p. 72) that implies
competition with rivals. Given this conceptualization of
reputation it is not surprising that a reputational advantage
to environmental proactivity occurs when managers are
competitively motivated. In other words, in order to gain a
reputation advantage, managers need to be motivated by
competition so that they are always seeking to do more
than their competitors and are thus perceived as the more
environmental proactive firm to stakeholders.

Third, two significant interactions were identified
between environmental proactivity and cost advantage,
which demonstrated that in order to gain a cost competitive
advantage through either type of environmental proactivity
firms must be ecologically motivated. This relationship is
of particular interest given that we did not find a significant
direct relationship between environmental proactivity and
cost competitive advantage. Without being motivated by
ecological responsibility managers may not be willing to
make the necessary short-term investments to ultimately
gain a cost advantage over competitors. The paradox of
these two findings is that to gain a cost advantage managers
cannot be motivated by competition, only by ecological
responsibility. Managers of firms that do gain a cost
advantage to their environmental proactivity will no doubt
be pleased, but interestingly this is not why they are
engaged in environmental proactivity in the first place. It
may be the case that when top managers state that their
motivation for environmental proactivity is ethical or moral
employees are more likely to embrace the proactivity as it
filters down the organization. This embracement may then
result in additional cost savings as various employees find
the means through which to continue to improve the firm’s
environmental proactivity. Similarly, with the support of
top management the organizational culture will be strongly
supportive of environmental proactivity. Perhaps, only with
a culture that embraces environmental proactivity as the
ethical or moral thing to do, are firms able to gain a cost
competitive advantage.

Implications
Research Implications

For researchers our implications are threefold: first, with a
dearth of research examining environmental proactivity in
emerging markets our research in China demonstrates the
existence of environmental proactivity (meaning a non-
zero value for the measure) and some compelling differ-
ences and similarities with research results from emerged
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markets. Given that both emerged and emerging countries
will need to be a part of the discussions and ultimate
solutions to global environmental problems such as climate
change, our research demonstrates that we have much to
learn about environmental proactivity in emerging
countries.

Second, our research supports the contention that envi-
ronmental management is not a universal prescription or a
one-size-fits-all approach (Barnett 2007; Berchicci and
King 2007; Brammer and Millington 2008). We found
evidence of two types of environmental proactivity that had
similarities and differences with regards to the antecedents
and consequences of proactivity, and some notable differ-
ences between environmental proactivity in Western soci-
eties versus that in China. Differences included (1) a non-
significant relationship between a competitive motivation
and environmental proactivity, (2) a negative relationship
between external stakeholders and environmental proac-
tivity, (3) a non-significant relationship between environ-
mental proactivity and innovation, (4) a non-significant
relationship between environmental proactivity and a cost
advantage but a significant relationship when ecologically
motivated, and (5) a non-significant relationship between
environmental proactivity and a reputation advantage but a
significant relationship (to operational improvements spe-
cifically) when competitively motivated. Furthermore, the
use of multiple forms of competitive advantage was sub-
stantiated in that we obtained very different results across
cost, reputation, and innovation.

Third, we uncovered a paradox where managers must be
motivated by ecological responsibility to gain a perceived
cost advantage. This is a compelling result as it differs
from research examining Western organizations, and pro-
vides opportunities for future research to begin to examine
this paradox in greater detail. For example, does this par-
adox exist in other parts of China? Can we empirically
identify the reasons for its occurrence? Given that our
results were self-reported, is the perceived cost advantage
actual, or are managers that engage in environmental pro-
activity because they believe it is the right thing to do
overly optimistic on the financial benefits?

Managerial Implications

For managers our implications are threefold: first, both our
measures of environmental proactivity are related to a cost
competitive advantage, but to obtain it, top managers must
paradoxically be motivated by ecological responsibility,
not competition. Managers seeking to gain a cost advantage
must create a culture that believes in environmental pro-
activity because it is the right thing to do (Bansal and Roth
2000), and not because they seek to minimize costs. Sec-
ond, while there was no direct relationship between
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environmental operational improvements and a reputation
competitive advantage, managers can gain this advantage
as long as they are motivated by competition. Therefore,
managers cannot gain a cost advantage when their envi-
ronmental proactivity is motivated by competition, but they
can gain a reputation advantage. Third, we found no sig-
nificant relationships related to innovation. Knowing this,
if managers could conscientiously attempt to further
innovation through environmental proactivity they could
potentially be in unique possession of an innovation com-
petitive advantage.

Policy Implications

For policy makers our implications are threefold: first, if
your goal is to increase the environmental proactivity in
China you are succeeding in that the managers in our
sample felt pressured by regulatory stakeholders to become
proactive. Second, in making appeals to further corporate
environmental proactivity, our data suggests that the best
means to do so would be to make arguments that it is the
ethical or moral thing to do (ecological responsibility).
Arguments based on competition, such as arguing that it
will improve the bottom-line, are not strongly supported in
our data. Paradoxically, arguments based on ethical or
moral appeals can be sold by stating that only with such
motivation can competitive gains in cost be obtained.
Third, the lack of any significant relationships to an inno-
vation competitive advantage should be troubling to policy
makers in China. Firm innovation is necessary for com-
petitiveness and if Chinese firms are not innovating as it
relates to environmental proactivity it may mean that they
are seeking such innovation elsewhere. Policy makers may
want to create policies to encourage home grown envi-
ronmental innovation.

Limitations and Future Research

Our study had two main limitations. First, we discussed our
results as though they were representative of all of China.
However, our findings are specific to the city of Zigong
located in the Sichuan province in southwest China, and they
may not generalize beyond this location. That said, we pur-
posely selected Zigong given that this area typifies most
corporations (including small and medium sized enterprises)
in such a transitional economy and their felt pressures or
motivations related to proactive environmental management
practices. Future research will have to investigate other parts
of China to see if our results are generalizable.

Second, there was no archival and publicly available
data for any of our measures within our study context, and
it was therefore necessary to use cross-sectional survey
data. While such data has its advantages over archival

publicly available data (Delmas et al. 2011) we were not
able to conduct a longitudinal investigation or use more
objective measures for our constructs. In the future,
researchers may be in a position to examine environmental
proactivity longitudinally and perhaps using secondary
data within our study context.

Conclusion

We empirically identified a number of antecedents and
consequences to environmental proactivity in China. In
particular, we found that ecological motivations and reg-
ulatory stakeholder pressure were positively related to both
types of environmental proactivity, and that external
stakeholder pressure was negatively related to environ-
mental reporting. Furthermore, we found that (1) if a firm
was environmentally proactive (as it relates to either
measure) and they were ecologically motivated, there was
a positive and significant cost advantage, and (2) if a firm
makes use of environmental operational improvement and
they were competitively motivated, there was a positive
and significant reputation advantage.

Despite being the world’s second largest economy, the
largest emitter of carbon dioxide, and a country that burns
twice as much coal as the United States (Gore 2009), we
know surprisingly little about environmental proactivity in
China. One of the most influential Chinese spiritual leaders
Lao Tzu stated “A journey of a thousand miles must begin
with a single step” (Dyer 2008). We hope our study sheds
light on this journey, as China’s involvement in global
environmental proactivity is a must if we are to overcome
the major environmental problems we face today.
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