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Abstract

The current study aims to develop a framework for corporations’ classification of environmental strategies. Stakeholder theory and
institutional approach are used to identify internal and external pressures that organizations face regarding environmental response.
Based on the review of the literature, different classifications of environmental strategies were identified. A holistic matrix of corporate
environmental response is developed on a continuum of low to bigh pressures from internal factors and external factors. The classification
of environmental strategies based on internal and external pressures illustrates the complexity of organizational responses to
environmental challenges. Companies can adopt a mix of proactive, compliance-oriented, and hybrid strategies to address both internal
goals and external expectations effectively.
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Introduction

There are two leading causes of climate change: natural causes and human-caused factors. Greenhouse
gases have been blamed for a large portion of the temperature increase since the turn of the 20th century.
Human activity is the primary cause of these greenhouse gases, which are responsible for climate change
(Intergovernmental Panel on Climate Change, 2007; Llewellyn, 2007; England et al., 2009).

Human activity’s most significant contribution is industrial growth. The climate change crisis is compelling
global businesses to prioritize environmental concerns and catrefully develop and implement environmental
strategies (Hoffman, 2005; Kolk & Pinkse, 2005; Lash & Wellington, 2007). Due to the issue’s complexity,
adopting creamer technologies is a concern in emerging and developing economies (Alam et al., 2024).

The most essential methods for implementing renewable energy technologies are business, consumer, and
government green innovation programs (Solangi et al., 2024). Corporations worldwide are integrating
environmental considerations into their operations and business models. Each company is adopting unique
approaches tailored to its industry and operational context, supported by comprehensive sustainability
reports and initiatives. For example, Unilever’s (2020) sustainable product development focuses on
designing products with minimal environmental impact, using sustainable materials, and ensuring
recyclability. GE’s (2020) energy efficiency initiatives focus on implementing measures to reduce energy
consumption in operations, which cuts costs and lowers carbon footprints. Similarly, initiatives like circular
economy practices by Philips (2020) adopt circular economy principles to ensure that materials are reused
and recycled, minimizing waste.

The current review study aims to identify the factors that affect the environmental strategic positioning of
organizations based on internal and external forces. Stakeholder theory and an institutional approach are
used to identify these factors. Based on the available literature on environmental strategies and their
classification, a matrix is proposed where low, moderate, and high pressures from internal and external
factors are integrated to have a comprehensive and holistic view of environmental strategy classifications.
The researcher has classified these firms’ environmental strategic dispositions in the current study. For this
classification, two critical theories from strategic management literature, stakeholder and institutional
theories, are considered. These theories have been used to identify pressure-building factors. These
pressure-building factors may exist within the organization and can be classified as internal factors outside
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the organization and as external factors. The environmental stance of firms has been categorized based on
the intensity of the pressure from these two factors.

Review of Literature
Stakeholder Theory

The conventional perspective of the company holds that its owners are its shareholders or investors and
that the company owes it to them to prioritize their needs. This strategy reduces the number of partners a
company needs to communicate with to four: consumers, suppliers, staff, and investors. On the other hand,
the stakeholder approach makes the case that other parties, such as the general public, government agencies,
political parties, local communities, labor unions, and even rival businesses, should be included in this
process.

The release of R. Edward Freeman's "Strategic Management: A Stakeholder Approach" in 1984 matked a
sea change in the stakeholder approach to strategy. Freeman defines stakeholders as "any group or
individual who can affect or is affected by the achievement of the organization's objectives" (1984:46).
"Groups to whom the cotporation is responsible” is how Alkhafaji defines stakeholders (1989:36). While
Savage etal. (1991) defined stakeholders as individuals or groups with an interest in an otganization's actions
and the capacity to influence those actions through direct or indirect pressure, Clarkson (1995) defined
stakeholders as those who have placed something at stake or risk in their relationship with the firm.

When examining stakeholder relationships with the organization, some researchers have chosen to include
a wide range of groups (Polonsky, 1995; Rodriguez & Ricart, 1997; Fernandez & Nieto, 2001; Saleem et al.,
2020), while other researchers have chosen to include a smaller number (Banerjee et al., 2003; Henriques
& Sadorsky, 1999). The organizational stakeholder groups that can influence an organization's natural
environmental strategies can be broadly classified into two categories: external and internal stakeholders,
based on existing literature on natural environmental strategies adopted by organizations and stakeholder
theory. Groups of External Stakeholders include Clients, Consumers, Regulating Organizations, Media,
Community organizations, NGOs, Foreign and Local Importers, and Partners and suppliers. The groups
of Internal Stakeholders include the Board of Directors, Staff, and Owners of Shares.

Institutional Theory

Conventional conceptions of organization have viewed organizations as production entities that emerged
due to exchange systems (Scott, 1987). Institutional theorists consider This viewpoint imperfect and short-
term, although it is not erroneous. The institutional theory (Dimaggio, 1988; Scott, 1987, 1994) recognizes
the significance of the institutional environment, which comprises social and cultural standards that define
social reality. These organizational norms are viewed as unwritten guidelines for appropriate social conduct.
They can originate from the general public, professional associations, government agencies, business,
certification, and accreditation, among other sources (Scott, 1994). similarly, suppliers’ social compliance
also results from institutional pressures (Jajja et al., 2019).

Legitimation determines an organization's success by how well it upholds institutional standards
(Handelman & Arnold, 1999). According to Suchman (1995: 574 cited in Handelman and Arnold, 1999),
legitimation is "a generalized perception or assumption that the actions of an entity are desirable, proper,
or appropriate within some socially constructed system of norms, values, beliefs, and definitions."

DiMaggio and Powell (1983) recognized three influences in the institutional environment, and Scott (1995)
established three pillars of institutional theory. These norms are what organizations need to hold in order
to become institutionalized and legitimate. The concepts of coercive, normative, and mimetic factors in the
institutional environment are presented by DiMaggio and Powell (1983), who contend that these forces are
crucial to organizational practices and structure. Three pillars of institutions—tegulatory, normative, and
cognitive elements—are presented by Scott (1995). The underlying mechanisms of these aspects are the
same as those described as coercive, normative, and mimetic by DiMaggio and Powell (1983).
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Among the first to apply an institutional perspective to ecological sustainability were Jenning and
Zandbergen (1995). They contend that forcing organizations to respond favorably requires the intervention
of government regulatory agencies. The authors contend that many businesses use environmentally friendly
strategies, such as green marketing and recycling. In addition to the pressure from regulatory bodies,
businesses occasionally act environmentally friendly to get a competitive edge, or even when they think it
is usual practice, they just imitate other businesses in the sector. Tolbert and Zuker (1983) engaged in a
debate on the temporal aspect of environmental impacts. They contend that the eatly adoption of a novel
technology is contingent upon its potential to increase efficacy and efficiency, with subsequent adoption
driven by institutional pressure or social legitimacy. The same idea is called a cognitive ingredient by Scott
(1995) and mimetic pressure or forces by DiMaggio and Powell (1983).

Similar to how normative pressures play a significant role in developing ecologically sustainable
organizations, core values and beliefs are normative views, according to Schein (1985). For example, when
environmental sustainability is a part of an organization's mission statement, it can be challenging to reject
this issue; additionally, when an organization receives environmental certification or accreditation, it must
adopt pro-environment behavior.

As identified by Jenning and Zandbergen (1995), the following factors are considered for analysis using the
institutional approach.

o Regulative Elements /Coetcive Forces
Regulatory bodies, NGOs, Customer Concerns and Media
o Normative Elements/ Normative Forces
Issue Legitimation (when environment is part of corporate identity)
Environmental Certification ISO 14001 and Global Compact)
o Cognitive Elements/Mimetic Forces
Competitive Advantage, Competitors

Considering the two theories, two key elements influencing an organization's environmental strategies are
internal and external. Internal factors include internal stakeholders, issue legitimacy, discretionary slack, and
other things that act as catalysts for pro-environmental behavior within the organization. On the other
hand, external factors force an organization to become environmentally friendly and come from the outside,
like external stakeholders, cognitive and mimetic forces, etc.

Classification of Environmental Strategies

The majority of environmental strategy researchers, including Hunt and Auster (1990), Roome (1994),
Azzone, Bertele, and Noci (1997), and Azzone and Bertele (1994), have employed a vatiety of typologies
to categorize businesses based on their environmental management practices. They have complied with the
literature on corporate social responsibility.

The most well-known model of corporate social responsibility, created by Carroll in 1979, offers a firm's
responsiveness philosophy, ranging from no response to a proactive response to CSR concerns. Reaction,
defense, accommodation, and protection are the four categories of firm-level tactics the author has outlined
to address corporate social responsibility. Wilson (1974) also explained the response continuum using the
same typologies. Similatly, four social responsibility philosophies that outline the managerial approach
toward the range of responsiveness have been articulated by McAdam (1973). The following were his
philosophies:

. Fight all the way
° Do only what is required

e Be progressive
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e Lead the industry.

This responsiveness ranges from "do nothing" to "do much" (Catroll, 1979). Following Catrroll (1979),
Wartick and Cochran (1985) adopted the labels reactive, defensive, accommodating, and proactive to
categorize business posture toward social responsiveness. Clarkson (1988, 1991, and 1995) transformed the
same methodology into the RDAP Scale (Reactive-Defensive-accommodative-Proactive Scale).

The Reactive-Defensive-Accommodative-Proactive (RDAP) Scale

Rating Posture or Strategy Performance

1. Reactive

Deny responsibility

Doing less than required

2. Defensive

Admit responsibility but fight it

Doing the least that is required

3. Accommodative

Accept responsibility

Doing all that is required

4. Proactive

Anticipate responsibility

Doing more than is required

Source: adapted from Clarkson (1995, pp. 109)

Azzone, Bertele, and Noci (1997) have used firms’ environmental responses to classify corporate strategies.
They have divided these environmental strategies into the following types.

e A passive, lobbying-based environmental strategy,

when businesses attempt to influence government, regulatory, and customer requirements
while adopting a compliance-based strategy mindset.

e A re-active environmental strategy

Techniques created in response to outside influences such as "green" movements, authorities
or governments, clients, or the media

e An anticipatory 'green' strategy

LI L

when environmental projects' "timing" is considered the primary source of future competitive

advantage.
° An innovation-based 'green' strategy

when innovation-based solutions involving introducing new technologies that significantly
improve the environmental performance of current technologies are sought after, the
environmental variable is viewed as the most significant competitive priority.

Sharma and Vredenberg (1998) divide the companies into proactive and reactive groups based on 11 aspects
of environmental response. In a similar vein, Hart (1995) divided between the following four categories of
resource-based environmental approaches:

° The End-Of-Pipe Approach

End-of-pipe devices react to environmental problems reactively. Businesses try to abide by the
law and address environmental issues using their limited resources.
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o Pollution Prevention or Total Quality Management (1 QM)

Modifying goods and manufacturing techniques can lower pollution levels below those
mandated by law. Under this strategy, enterprises accomplish regulatory compliance at a lower
cost and reduce liabilities, and this environmental strategy may be considered a cost leadership
approach.

®  Product Stewardship

Product stewardship, a type of product differentiation, involves designing products and
manufacturing procedures to reduce their adverse environmental effects throughout their life
cycles.

o Sustainable Development

seeks to reduce the impact of company expansion on the environment by developing clean
technologies. Strong moral leadership and a long-term vision that all pertinent parties share
are needed.

In this article, the author tries to classify the organization’s environmental response based on pressure from
internal and external factors. Some internal factors, including Issue Legitimacy, Discretionary Slack, BOD
Concern, and Employee Concern, and some external factors, like Regulatory bodies, ENGOs, Media,
Customers’ Concerns, and Competitors, can act as a stimulus for an organization to initiate a positive
environmental response.
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Figure 1

Classification of Environmental Strategies of firms by taking internal and external

factors in consideration
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When pressure from internal factors is low, firms follow reactive strategies. When pressure from internal
factors is moderate, firms follow accommodative environmental strategies, keeping the timing of these
strategies as a competitive advantage. Similarly, when pressure from internal factors is high, firms follow
proactive strategies.

Reactive Strategies

The firms’ reactive stance can be further subdivided based on the intensity of external pressures. These
external factors can be low, moderate, or high.

Passive-lobbying Environmental Strategy

The first reactive stance occurs when firms face low pressures from external and internal factors. In this
situation, firms deny responsibility and try to avoid the development of environmental strategies. They try
to influence the policies of different external forces, such as government/ regulatory bodies, NGOs, and
customers, through lobbying. This firm’s stance is similar to that identified by Azzone, Bertele, and Noci
(1997).
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Coalition Building

Coalition building involves finding other groups/patties/organizations that shate the same interests to
influence external pressures, such as environmental legislation, NGOs, customers, the media, etc.

End of Pipe Environmental Strategy

When firms face low pressure from internal factors while pressure from external factors is high, they try to
conform to legal environmental requirements. This stance is similar to the defensive stance identified by
Clarkson (1988 and 1995), where firms follow “Doing the least that is required.”

Accommuodative Strategies

Firms' accommodative stance can be further subdivided into thtee major strategies. The strategies are
derived based on the intensity of external pressures (low, moderate, high).

Pollution Prevention

When external forces are low but internal pressures are moderate, firms accept their responsibility toward
the environment and do all that is required of them.

An Anticipated Green Strategy

When firms face moderate pressure from internal and external factors, they identify the environment as a
source of competitive advantage and capitalize on the timing of these initiatives. This firm stance is similar
to the stance identified by Azzone, Bertele, and Noci (1997).

Total Quality Management

When firms face high pressure from external factors and moderate pressure from internal factors, they
follow the “Pollution prevention or total quality management (TQM)” stance identified by Hart (1995).
According to this strategy, firms Adapt products and production processes that reduce pollution levels
below legal requirements. Under this strategy, firms achieve regulatory compliance at a lower cost.

Proactive Strategies

The proactive stance can be further subdivided into three major types. These typologies result from
pressures from external factors as the pressure from internal factors remains high. The following are the
strategies:

An Innovation-Based 'Green' Strategy

When pressure from external factors is low but pressure from internal factors is high, a firm’s management
sees the environmental variable as the most critical competitive priority. They try to develop innovation-
based solutions by introducing new technologies that radically improve the environmental performance of
current technologies. Under these strategies, firms identify the environment as a point of differentiation.

Product Stewardship
When pressure from external factors is moderate and pressure from internal factors is high, firms follow
the “Product stewardship” stance identified by Hart (1995). Under this stance, products and their

manufacturing processes are designed to minimize negative environmental impacts during the products'
entire life cycle. Here, the whole life cycle of a product is considered.
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Sustainable Development
When pressures from internal and external factors are high, firms follow sustainable development, which
aims to minimize the environmental burden of firm growth by developing clean technologies. This strategy

requires a long-term vision shared among all relevant stakeholders and strong moral leadership, as both
play an important role in pushing a firm toward environmental sustainability.

Figure 2

Classification of Environmental Strategies of firms by taking forces from internal and

external factors
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Conclusion

This review paper presents the different environmental strategic stances of organizations while considering
the pressures from external and internal factors. This classification of environmental strategies is developed
based on the pressure level; the continuum is from low to high. Classifying environmental strategies based
on internal and external pressures involves understanding how organizations respond to various stimuli.
Internal pressures stem from the organization, such as company culture, management priorities, and
resource availability. Proactive strategies result from high pressures from internal forces. Companies invest
in green technologies or sustainable practices to enhance their market position (Porter, van der Linde,
1995). They are improving internal processes to reduce waste and energy consumption (Hart, 1995).
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Alternatively, internal processes can be improved to reduce waste and energy consumption (Hart, 1995).
Similarly, the high pressures from external factors result in reactive strategies. They adhere to regulatory
requirements by implementing strategies to meet environmental regulations and standards (Darnall & Sides,
2008) and developing eco-friendly products in response to consumer demand (Peattie, 1995), alternatively,
by collaborating with NGOs and Community Groups to enhance credibility and improve environmental
performance (Idowu, & Towler, 2015).

The classification of environmental strategies based on internal and external pressures illustrates the
complexity of organizational responses to environmental challenges. Companies can adopt a mix of
proactive, compliance-oriented, and hybrid strategies to effectively address both internal goals and external
expectations. Academic literature supports each strategy, emphasizing the importance of adapting to
various pressures to pursue sustainable practices.
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