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WHY do some firms adopt environmental management strategies that go beyond regu­

latory compliance while others do not? A broad literature has emerged over the past 

decades demonstrating that firms' environmental strategies and practices are influenced 
by external stakeholders and institutional pressures, including from regulators and 

competitors (Aragon-Correa 1998; Christmann 2000; Dean & Brown 1995; Delmas 

2003; Hart 1995; Nehrt 1996; Nehrt 1998; Russo & Fouts 1997; Sharma & Vredenburg 

1998) and non-governmental organizations (NGOs) (Lawrence & Morell 1995). 
Such findings are consistent with institutional sociology, which emphasizes the 

importance of regulatory, normative, and cognitive factors in shaping firms' deci­
sions to adopt specific organizational practices, above and beyond their technical 

efficiency (DiMaggio & Powell 1983; Lounsbury, Fairclough, & Lee [Chapter,12] this 
volume). Several authors have built on institutional theory to explain firms' environ­

mental strategies. Jennings & Zandbergen (1995) argue that because coercive forces 
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-primarily in the form of regulations and regulatory enforcement-have been the
main impetus of environmental management practices, firms within each industry
have implemented similar practices. Delmas (2002) proposed an institutional per­

spective to analyze the factors that led companies in Europe and in the United States
to adopt the ISO 14001 Environmental Management System (EMS) international
standard. She described how the regulatory, normative, and cognitive aspects of the
institutional environment within a specific country affect the costs and potential hen -
efits of ISO 14001 adoption, and how this would lead to different adoption rates across
countries. Other researchers have explored how companies operating in different
organizational fields are subject to different institutional pressures.

However, the institutional perspective does not address a fundamental issue of 
business strategy: why do organizations subject to the same institutional pressures 
pursue different strategies? In other words, how might institutional forces lead to 
heterogeneity, rather than homogeneity, within an industry? Hoffman (2001) argues 
that while organizations do not simply react to the pressures dictated by the organi­
zational field, they also do not act completely autonomously without the influence of 
external bounds. Institutional and organizational dynamics are tightly linked. 

Other research has analyzed how organizational characteristics affect firms' adoption 
of"beyond compliance" strategies. These studies have examined the influence of organi­
zational context and design (Ramus & Steger 2000; Sharma 2000; Sharma, Pablo, & 
Vredenburg 1999) and organizational learning (Marcus and Nichols 1999). Others have 
focused on individuals and managers, examining the role of leadership values (Egri and 
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FIGURE 13.1 Institutional pressures, organizational characteristics, and environmental strategies 
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Herman 2000), and managerial attitudes (Cordano & Frieze 2000; Sharma 2000; 
Sharma et al.1999 ). 

While each study has provided a piece of the puzzle, there is still a lack of under­
standing of the conditions under which institutional pressures and organizational 
characteristics explain the adoption of beyond compliance strategies (see Figure 
13.1). In this chapter, we first describe the empirical research that examines how 
pressures from constituents of firms' institutional environments affect their adop­
tion of environmental strategies (relationship #1 in Figure 13,1). We then review the 
research that examines the moderating role of organizational characteristics on this 
relationship (relationship #2 in Figure 13,1). Finally, we offer some directions for 
future research. 

ENVIRONMENTAL STRATEGIES 

Firms can adopt various types of voluntary environmental strategies that seek to reduce 
the environmental impacts of operations beyond regulatory requirements. For example, 
firms can implement EMS elements by creating an environmental policy, developing a 
formal training program, or instigating routine environmental auditing (Delmas 2000 ). 
In addition, management can choose to have the comprehensiveness of their EMS 
validated by a third party by seeking certification to the ISO 14001 Environmental 
Management System Standard (Toffel 2000). Management can also convey the impor­
tance of environmental management by including it as a criterion in employee perform­
ance evaluations (Nelson 2002). 

Companies can also seek to improve relations with regulators and signal a proactive 
environmental stance by participating in government or industry sponsored voluntary 
programs (Delmas & Terlaak 2002; Delmas & Montes-Sancho 2011; Short & Toffel 
2010; Toffel & Short forthcoming). Indeed, the US Environmental Protection Agency 
(EPA), some industry associations, and several NGOs have created voluntary stand­
ards to provide incentives for firms to go beyond minimal regulatory requirements. 
For example, the US EPA has developed several voluntary agreements between 
governmental agencies and firms to encourage technological innovation and pollution 
reduction by providing relief from particular procedural requirements (Delmas &
Terlaak 2001). Industry programs include Responsible Care and Sustainable Slopes 
(King & Lenox 2000; Rivera & de Leon 2003), and NGO programs include The Natural 
Step and the Global Reporting Initiative Guidelines (Bradbury & Clair 1999; 
Hedberg von Malmborg 2003). 

Companies can also work directly with customers and suppliers to improve their 
environmental performance. Furthermore, they may engage in "systematic communica­
tion, consultation and collaboration with their key stakeholders . . .  (andJ host stake­
holder forums and establish permanent stakeholder advisory panels at either the 
corporate level, the plant level, or to address a specific issue" (Nelson 2002: 18). 








































