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EXECUTIVE SUMMARY 
 
 

The role of companies in the society has changed as a result of increasing ecological concerns 

among people. Apart from the economic, firms are now expected to contribute to the satisfaction 

of our social and environmental needs as well. Particularly, the latter represents a real challenge 

for the top executives in profit-oriented organizations. This paper takes an active approach and 

proposes to turn business green. Potential benefits of such an action are provided as arguments to 

support the decision. 

 

Three factors were identified as crucial for achieving a so-called green sustainable competitive 

advantage: entrepreneurship, commitment to the environment, and corporate social responsibility. 

As the competitive arena is constantly being shifted by institutions towards ecology through new 

regulation, utilization of those resources enables firms to better respond to the changes and gain a 

favorable position in the market. Green business also provides an opportunity to expand through 

substituting products or by entering new geographical areas.  

 

It is argued in the paper that people are naturally green buyers. To some extent they are willing to 

compromise on performance or price providing that they are confident about the green value of 

the purchase. Five attributes were found to have influence on the ecological buying behavior: 

values, knowledge, concerns, attitudes, and behavior. Their stimulation through effective 

communication can further increase demand at the expense of grey competitors. 

 

Going green, however, requires a fundamental change of the mindset of the company. The eight 

step model is presented that assists managers to develop and implement a green vision throughout 

the company. It starts with a creation of the sense of urgency among stakeholders, goes through 

the vision creation, implementation, early wins celebration, towards the ultimate goal – to 

incorporate environmental responsibility into the corporate culture. Some executives may find it 

beneficial to form a partnership with other organizations to share expertise, diversify risk, or to 

strengthen the green image of the company. Such collaboration may take various forms and 

duration. The negative sides of the alliances may include fundamental incompatibility in 

objectives of engaged parties, lack of commitment, or even a clash of organizational cultures. 
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Chapter 1:   Introduction 

 
 
The rapid ecological development in the last five decades has led to a significant rise of living 

standards in many parts of the world. The new technological discoveries have enabled us to 

produce more goods to better satisfy our needs, created new needs, and helped to spread them 

around the globe. The increased level of consumption has inevitably resulted in a higher 

exploitation of unrenewable resources, which are needed to produce the goods, and has caused 

significant damage of the natural environment.  

 

The ecological consequences of the human activities can not be overlooked anymore. An 

increasing number of people are starting to realize the seriousness of the situation. The poor 

condition of the natural environment is lowering the quality of living standards of people in the 

short run and is threatening the actual existence of the population on the Earth in the long run if 

no action is taken. Few of us have already changed our behaviour to better comply with nature, 

while the majority of us are still only expecting the others to do that.  

 

It is becoming obvious that the regulations and legislation produced by governments are not 

effective enough to stabilize the situation. The change needs to take place in the business sector 

and in the private households as well. For companies, it means to address not just economic but 

also environmental and social needs. A very important role in this process of change is played by 

the media and environmental non-governmental organizations that communicate information 

about the companies’ actions to the wide public. Often we have been witnesses of consumers 

boycotting products of a particular company who dared not play the role of a responsible actor in 

the environmental arena.  

 

This paper is aimed at the current leaders of firms. By taking a perspective of top executives, it 

explores the possibilities that green technologies and products have on sustainable competitive 

advantage in the competitive environment. The way towards a truly green organization is long 

and full of pitfalls but those who decide to go this way can see the following text as a solid point 

of departure on their journey towards a sustainable business. 
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1.1. Problem identification 

Until recently the concerns about the impact of company’s activities on the natural environment 

were not given a high priority on top executives’ agendas. The protection of the nature was 

simply not considered to be a part of the core business. The money spent on the environment was 

seen to have a very little payoff, if any at all. Since it could not be invested in further 

improvements, spending on ecology was perceived to have a negative influence on the 

company’s performance. The realized expenses were usually required in order to comply with 

new governmental regulations.  

 

The situation is changing after many companies were given a tough lesson. Shell facing a 

consumer boycott in Europe after presenting its plan to dump the Brent Spar oil platform in the 

North Sea in 1995 is a good example. With Greenpeace leading the charge such news spreads fast 

around the globe and the consequences on the company’s reputation can have a devastating 

effect. Such cases made the top executives aware of how important ecological aspects are to their 

business performance. Some of them have seen this situation as a new opportunity and decided to 

meet these calls for ecological behavior by making their business green. 

 

It is not reasonable to expect top executives to increase their spending on the protection of the 

environment just because it is a good cause. The managers were hired by the company owners to 

achieve certain goals. These might include some aspects of the environment but mainly they are 

expressed in economic terms such as shareholders’ value maximization, market share, or revenue 

growth. The responsibility of the executives goes even beyond such objectives. There is a wide 

variety of stakeholders who need to be taken into consideration during the decision making 

process.  

 

Those who decide to go green need to be sure of the correctness of the decision and know how to 

perform this change. A very powerful motive for going green could be the possibility of using 

environmental protection to strengthen the competitive advantage of the business. If this can be 

achieved and the leaders believe in it, it will make it easier for them to convince all the 

stakeholders to get on board. Knowing whether and how to improve competiveness by making 

the firm green is therefore of critical importance. After the decision is accepted, the top 
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executives need to implement it. How to deal with this complex task is the key question to be 

answered in this paper. 

 

It is the aim of this paper to explore the potential that resides in green business and help top 

executives to avoid possible pitfalls that they are about to encounter during the change process. 

The introduction and the problem identification therefore lead up to the following problem 

statement.  

 

1.2. Problem statement 

 

How can executives turn their business green providing that there is a possibility to 

achieve a sustainable competitive advantage with environmental friendly products? 

 

 

The problem statement outlined above will be answered through the following sub-related 

questions: 

• What does it mean to be green? 

 What is the relation between green and sustainability? 

 Where does the need for green products come from? 

 What does it involve being green? 

• Is it possible to achieve a sustainable competitive advantage with environmental friendly 

products? 

 What do the conventional theories on strategy say about the green 

business? 

 What are the key factors of success? 

 What is the attitude of people towards green products? 

• How can executives turn their business green? 

 When is the organization ready to absorb the changes? 

 What are the key steps in the greening process? 

 Where can executives search for help and expertise? 
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1.3. Problem statement elaboration 

This question aims to add to a discussion of whether ecological business can build a sustainable 

competitive advantage and look for the best way to start the process toward it – the 

implementation of the green vision.  

 

The meaning of sustainability for society and companies, the environmental needs of human 

beings, together with the response of the business sector over time will serve as the foundation of 

the thesis. 

 

The analysis takes its starting point in conventional theories on strategy. The environmental 

dimension will be looked upon from three different angles – the institutional, industrial, and firm 

perspective – to provide an in-depth study of all aspects of green strategy and identify the most 

important factors that could be leveraged to strengthen the company’s position in the market. 

 

Having identified these, the process of greening the firm needs to be explored. Again, the impetus 

can be found in conventional change management techniques, which will be applied on this 

specific case of implementing green vision. The possibilities to share the risk and expertise with 

other subjects will be looked into afterwards.  

 

1.4. Methodology 

The paper has its foundation in conventional theories, academic papers, and secondary empirical 

data that are applied on specific issues of environmental management. The purpose of this study 

is not to test theories and statements, but to create an understanding and offer insights through 

theoretical knowledge. It is mainly focused on the subjects from the for-profit sector but many 

conclusions are applicable on non-profit or governmental organizations as well. Real life 

examples are often provided to support arguments. 
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1.5. Limitations of the paper 

The biggest limitation of this paper is its purely theoretical perspective. On the one hand it 

enables me to go into depth on the issue; while on the other hand, it does not provide any 

empirically tested feedback of the proposed conclusions. Even though only widely accepted 

theories in the academic circles were used, this does not represent a sufficient proof of their 

applicability when dealing with environmental issues in the business. Due to the limited 

timeframe given for this paper compared to the time needed for the theoretical findings to take 

effect in the real world, it is not even possible to test everything on one case. However, a 

constructive feedback of substantial proposals can still give valuable insight. 

 

The paper analyzes green business from producers’ perspective only which does not always have 

to lead to objective conclusions. In-depth research of the topic from the position of a government, 

environmental organizations, or individual buyers would be necessary to find truly sustainable 

solutions acceptable for all stakeholders. The scope of the project has been further limited by a 

decision to focus solely on the internal transformation of the business. External marketing has 

been left out except for chapter 6, which briefly touches upon the buyers’ behavior. 

 

1.6. Thesis outline 

The thesis is divided into three sections. Part one serves as the foundation for the paper. It 

identifies the problem and paints a background of green business. An environmental hierarchy of 

human needs is introduced and applied in order to understand the changing role of the corporate 

sector in society. The forms of corporate response towards the environmental concerns of the 

population together with the function of green marketing in the company over time are described 

at the end. 

 

Part two is the analysis aiming to determine what factors are crucial for achieving a green 

sustainable competitive advantage. The problem is explored from the institutional, firm, and 

industrial perspectives in respective chapters. One chapter looks closely at the buying behavior 

and factors that stimulate a green purchase. These are of great importance for green producers. 
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Part three is the action-oriented part of the thesis. Based on an eight-step model, it proposes how 

to proceed when managers decide to green their business. Partnership with other actors – with 

non-governmental organizations in particular – and its potential benefits are discussed at the end 

of the paper. 
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Part 1: 

Foundations of green strategy 
 

 

The first part aims to map the problem at hand and create a solid foundation for the rest of the 

paper. It attempts to define the most important terms related to the environment and explain how 

they relate to one another. Having defined the term sustainability the thesis continues with a 

discussion of various (economic, social, and environmental) human needs that influence the 

behavior of companies, governments, and other organizations. The Maslow’s pyramid of needs is 

applied and used to support the argument that environmental needs are increasingly important as 

the economic standards of the population are gradually increasing. Significant differences in the 

behavior of companies that are forced to respond to the changing stakeholders’ preferences lead 

to the emergence of green marketing, which is discussed at the end of the first section.  

 

 

 

Chapter 2: From sustainability towards green marketing 

 

2.1. Sustainability and sustainable development 

People live in communities which are part of an economy, society, and environment. The 

communities are expected to provide its members with healthy, meaningful, and productive lives. 

As illustrated in figure 1, economy represents only a part of society. There are certain elements of 

society, such as friends, religion, ethics, music etc. that are part of society but are not based on 

exchange of goods and services. On the other hand, society exists within the environment, and 

despite the fact that it takes up larger and larger part of environment, it will never be bigger than 

the environment. Without air or water there will not be any society 

(www.sustainablemeasures.com). Currently people are using more resources than the nature is 

able to replenish; a process that can only last for a limited amount of time. The concerns about 

this are often calling for sustainability in many different contexts.  
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Figure 1: Economy, society, environment (www.sustainablemeasures.com) 

 

Widely used by politicians, corporations, and mass media, the terms sustainability and 

sustainable development have become very popular in recent decades. Both terms are interpreted 

in many different ways as they characterize very complex issues. So far there is no official 

agreed-upon definition of sustainability.  Generally accepted and widely used is the one 

published in a report “Our common future” by the Brundtland Commission in 1987: 

 

"Development which meets the needs of the present without compromising the ability of future 

generations to meet their own needs." 

 

Thus, when making decisions, it is important to consider the right of future generations to receive 

the world in the same or better conditions than we found it. “In practice, achieving sustainability 

occurs through the process of sustainable development — discovering, adopting, implementing, 

establishing, and adjusting appropriate institutions, policies, strategies, and technologies to 

produce a just transition that moves society toward the envisioned idealized state of existence” 

(www.uwsp.edu).  

 

Building upon the above definition, the following text will discuss the meaning and implications 

of sustainability for the business community. 
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2.2. Sustainable Business 

The industrial revolution had a significant impact on our society and environment. Rapid 

industrial development led to inefficient use of natural resources and the release of enormous 

amounts of pollutants into the atmosphere. Serious consequences of such activities began to 

emerge in scientific reports and gradually became part of public discussion. Companies were 

forced to spend a lot of money on “protection” of environment to fulfill governmental 

regulations.  

 

Only very recently companies realized that a successful business does not necessarily have to 

have a negative impact on environment and society. Environmental and social practices such as 

elimination of polluters and positive relations with communities led to higher long-term 

profitability (Kramer and Porter, 2007) and showed how sustainable development can improve 

business as well as social and environmental sectors of a community.  

 

“Working toward sustainable outcomes requires holistic and long-term thinking: maintaining 

constant awareness of the needs of people today and in the future, and developing personal and 

business strategies and actions consciously designed not to “use up” the earth’s reserve of 

natural capital upon which life depends” (www.sustainabilityleaders.org). 

 

Sustainable strategies in business and organizations are therefore characterized as a continual and 

systematic effort seeking solutions that are socially and environmentally responsible as well as 

economically feasible in the long run – often called as “triple bottom line” 

(www.sustainabilityleaders.org). For example cutting down on the use energy and materials has 

not only financial benefit but at the same time such practices increase environmental and social 

welfare. 

 

The sustainability of the business is still a very broad issue and the analysis of all its aspects is far 

beyond the scope of this paper. Even though the economic, social, and environmental aspects are 

interdependent, the primary focus of the analysis will be put on the natural environment. One 

more term therefore needs to be acknowledged prior to analysis: environmental management.  
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“Environmental management encompasses all efforts to minimize the negative environmental 

impact of the firm’s products throughout their lifecycle” (Klassen and McLaughlin, 1996, 1199) 

and leading to the maximization of the welfare of a community. 

 

Having defined the term sustainability to provide a clearer understanding of the term in the 

context of environment, society, and economy, the next part of the thesis aims to identify the 

reasons behind the need for sustainability and environment by looking at a hierarchy of peoples’ 

needs. Only after knowing where the need for protecting nature comes from will it be possible to 

find the green competitive advantage. 

 

2.3. The need for environmental management 

There have been significant changes in society concerning environmental protection over the last 

decades - from global media coverage about environmental issues to endless political discussions, 

from campaigns for protection of endangered species run by NGOs to corporate initiatives 

eliminating the impact on the environment. Nowadays, NGOs and other environmental 

organizations are not perceived as a necessary opponent of corporate organizations but rather a 

coalition partner fighting the same enemy – continuous destruction of the natural environment on 

the planet.  It is essential for the reader to know what is behind this reversal. The aim of this part 

is therefore to explore possible roots of this change and hereby establish a solid base for the 

paper.  

 

Maslow’s hierarchy of needs is going to serve as a general framework for this analysis. It was 

developed to understand general human behavior and despite some critique it is still a widely 

accepted theory. Based on the assumption that the theory describes an average individual and that 

various groups and organizations consist of more or less similar individuals, the theory can serve 

well when trying to understand the behavior of groups or even populations (Winsemius and 

Guntram, 2002).  

 

Arriving from the sustainability and its relation to economic, social, and environmental 

dimensions, it can be assumed that a part of needs at each stage of Maslow’s hierarchy is 

necessarily somehow related to environment. Authors Winsemius and Guntram (2002) call this 
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an “environmental hierarchy of needs” (figure 2) and its respective stages are characterized as 

follows: 

 

 

Food, clothing, and shelter 

Safety and security 

Quality of surroundings 

Quality of ecosystem 

Sustainability 

 

Figure 2: Environmental Hierarchy of Needs 

 

2.3.1 Food, clothing, and shelter 

There are basic necessities critical to sustain life such as food, water, rest, shelter to be found at 

the lowest level of Maslow’s pyramid. They are the number one priority for every human being 

and will push other concerns to the background. Only after these are satisfied, is a human being 

ready to deal with “more advanced” needs and move to a higher level in the hierarchy. In the 

environmental perspective this means that environmental management must ensure access to the 

very basic commodities to ensure survival of life. Even thought this may sound like an obvious 

fact, there are many areas in the world where millions of people struggle to meet their essential 

needs.  

 

2.3.2. Safety and security 

Once physiological needs are met, human beings become concerned with their safety and 

security. The need for self-preservation can be almost as strong as the basic needs at the bottom 

of the pyramid.  From the environmental point of view, this brings concerns of industrialization 
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or problems related to population growth and concentration resulting in over-exploitation of local 

resources (the so-called “tragedy of the commons”) – pushing the environment beyond its 

physical capacity. Dangerous diseases coming from contaminated water or air due to poor 

sanitation have strong affect on people’s survival. To satisfy this need, better housing, sanitary 

facilities and access to drinking water are essential. It is already at this stage where people start 

realizing that quality of environment has a significant influence on their quality of life. 

 

2.3.3. Quality of surroundings 

Being safe and in secure environment, people are going to start feeling social needs such as 

belonging, companionship, and social acceptance. From the environmental perspective this can 

be translated as a desire for good quality of surroundings. The pollution of the environment does 

not affect humans’ live directly anymore and does not therefore represent a threat for survival. It 

is however perceived to have an influence on resistance to diseases and can make our life less 

comfortable. 

 

As the value of the quality of the environment is increasing, people feel the need to improve the 

environment around them. It is at this stage, where various governmental agencies and non-

governmental organizations start playing the role of public advocates. They start pushing 

government to minimize the negative impact of industrialization from the past and take some 

preventive actions to improve the quality of life. Corporations are often forced to stop neglecting 

the environmental impact of their local activities and start cooperating with local communities or 

governmental bodies. 

 

2.3.4. Quality ecosystems 

The second highest level of Maslow’s pyramid is characterized by a need of respect, self-respect, 

and a desire for a status in groups people are belonging. In the environmental hierarchy, people at 

this stage are fully aware of their responsibility for the environment as an individual as well as 

collectively and are concerned about the long-term impact of their activity on the planet.  Not 

only the well-being is evaluated based on the quality of urban or rural environment but also the 

rights for healthy living of the future generations is taken into consideration.  
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People now realize that the environment is a global issue; something which is also reflected in 

worldwide efforts to preserve natural heritage by governments, NGOs, and even corporations. 

The business sector gradually tries to transform these concerns into new business opportunities 

and develop tools to improve the public image accordingly. The goal is to find 3E (effectiveness, 

efficiency, and equity) solutions. 

 

2.3.5. Sustainability 

At the very top of the Maslow’s hierarchy, people become motivated to fulfill their potential. The 

need for self-actualization is now the driver and main motivator. From the environmental 

perspective, all the needs are now fully satisfied with a positive impact on the environment. It is 

of course an ideal stage that is almost impossible to reach but it provides an ultimate goal for the 

whole population regarding the environment on this planet. A crucial factor for success is the 

condition that the needs of people in all three dimensions (social, economical, and environmental) 

have to be satisfied at approximately the same level. It is impossible to achieve a balance in the 

world in the event that the satisfaction in one of the dimensions is lacking behind. 

 

The sustainability stage requires a change for individuals in their native mindset resulting in the 

change of their everyday behavior. This being a difficult goal at the individual level, it logically 

becomes even more difficult in various organizations and communities gathering people with 

different motives, needs, and preferences. 

  

2.4. Corporate responses 

As societies move to higher levels of the environmental hierarchy, the concerns and needs to live 

in compliance with nature is becoming increasingly stronger. The environmental attitudes are 

reflected not only in one’s behavior but are also translated into the actions of governmental 

agencies and businesses, as these are built and managed by individual human beings.  

 

Companies have responded to environmental issues in very different ways in the last three to four 

decades. Authors have offered various classifications, for example Ginsberg and Bloom (2004) 

identify four different types based on the company’s assessment of the size of the green market 

they could reach with their products and the possibility to differentiate with ecological products 
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from its competitors (figure 3). Depending on the findings, executives can decide among (i) lean 

green, (ii) defensive green, (iii) extreme green, or (iv) shaded green. 

 

 
 

Figure 3: The Green Marketing Strategy Mix (Ginsberg and Bloom, 2004, 81) 

 

Lean green 

Companies that choose the lean green strategy are not aiming for a truly green image. They see 

green solutions as a possibility to lower their production costs and implement them only where it 

is economically reasonable. They often want to position themselves as a low cost producer rather 

than a green business. Coca-cola and Intel are examples of companies who do not want to have 

the brand associated with environment but both have heavily invested in recycling.  

 

Defensive green 

Companies with defensive green strategy are not very heavy promoters of their ecological efforts 

and use it mainly – as the name already suggests – to defend themselves when put under public 

scrutiny for environmental related issues. They do recognize the importance of the green 

 16



 

segment, try to reach the green consumers, but are not able to differentiate their products solely 

based on green image. This is one of the reasons why Levi Strauss or GAP Inc. present their 

green commitment only on the companies’ website. 

 

Shaded green 

These companies are heavily committed to finding superior innovative solutions to satisfy 

consumers’ need in environmental friendly way. They see the ecological concerns as a new 

opportunity to increase their current market share on the expense of competitors or penetrate new 

markets. The ecological attributes are, however, not the primary motive to make a purchase for 

their typical buyers. Thus the green aspect is put into shade, behind other factors such as running 

efficiency. The German producer of electronics AEG, Toyota Prius, or Phillips Lighting are just 

few examples of this strategy. 

 

Extreme green 

The most challenging strategy chosen by least executives until these days is the extreme green. 

The environmental aspect is an integral part of their business and the main selling attribute of 

their products. They are often found to serve only niche markets. In this group belongs for 

example The Body Shop, Patagonia, Wholefoods, Honest Tea or Tridos Bank. 

 

It can be a difficult decision for a company to decide which option will bring most benefits both 

in the short and long runs. Sometimes the whole process of deciding is a problem since managers 

must continue to prioritize other emerging issues while the environmental issue is pushed to the 

back burner for the time being. In many companies, ecology is still an issue of a specific 

department rather than a subject of strategic consideration for top management resulting in just an 

annual or semi-annual environmental report.  

 

The following text will focus on the green marketing and explain its evolving role in the 

companies over last decades. 
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2.5. Green marketing 

The understanding of the marketing function in a company largely varies. Some have a marketing 

function associated only with advertising and promotion. In alignment with this statement the 

green marketing is then defined as “promotional activities aimed at taking advantage of the 

changing consumer attitudes toward a brand” (www.businessdictionary.com). 

 

Taking a broader perspective on the role of marketing in the company adds other functions that 

need to be recognized. It is not only about the customers and their needs. Other stakeholders must 

be taken into consideration since their needs are also important but are not always in alignment 

with those that customers have. Thus, the following characteristic of green marketing is more 

appropriate:  

 

“…environmental considerations [need to be intergrated] into all aspects of new product 

development and marketing. The holistic nature of green also suggests that new stakeholders be 

enlisted besides suppliers and retailers. These can include educators, members of the community, 

regulators and NGOs” (Ottman, 2003). 

 

Peattie (2001) has analyzed the approach of organizations towards environment in the past and 

identified three stages of green marketing. They clearly illustrate a turnaround in the companies’ 

activities as the mindset of top management changes. First being perceived as a necessary barrier 

in a company’s operations, the environment gradually evolves into a field full of business 

opportunities. 

 

1. Ecological marketing 

The first area of green marketing was focused only on major ecological concerns such as air and 

water pollution or, for example, the use of synthetic pesticides. It was mostly local initiatives and 

national concerns that initiated these efforts to bring the devastation of environment under 

control. Green marketing for the majority of companies at that time meant having technicians and 

layers who made sure that the company fulfils all ecological legal requirements. Usually the 

effort was restricted to “tailpipe” solutions, such as catalytic converters for cars. Any additional 

effort to improve was viewed as an extra cost. Despite that, there were a few entrepreneurs who 
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turned environmental concerns into sound business opportunities, such as the Body Shop or Ben 

and Jerry’s. 

 

2. Environmental marketing 

Since the late 80’s green, marketing entered a new era. Supported by several ecological disasters 

and their subsequent media coverage, environmental concerns became stronger, resulting in more 

effort from all subjects to protect the planet. It was during this time that the word sustainability 

emerged and was attempted to be officially defined. Many companies across all sectors became 

engaged in green marketing efforts, which at that time meant implementing cost saving solutions 

(saving energy, using fewer packages etc.), cooperating with NGOs, and replacing tailpipe 

solutions with clean technologies. The term green customer was also identified and several 

efforts to identify and characterize him/her proved unsuccessful. The second stage of green 

marketing ended by the so-called hitting the “Green Wall” when all the low hanging fruit was 

picked up and companies struggled to further pursue their environmental policies. The desperate 

search for the green shopper continued. 

 

3. Sustainable marketing 

The stage of green marketing most recently entered is characterized by generally accepting the 

sustainability mindset as defined in the Bruntal report. For companies, it means extending green 

efforts along their whole value chain and cooperation on development of green technologies in 

respective industries. Unfortunately, not much has changed in the last decade and there is still a 

long way ahead towards sustainability. And this will be further elaborated upon in the following 

chapters. 

 

Having defined the position of green marketing within sustainability and having understood the 

need for environmental protection, it is time to turn our attention towards green sustainable 

competitive advantage. It has been made clear that protecting the environment is not just a nice 

gesture but a necessity if society wants to maximize the quality of living. It has also been argued 

that there is a certain possibility for companies to make profit on protecting the environment. 

Even though the arguments presented so far might be good to get green marketing on the 

corporate agenda of marketing department, they are not satisfactory to cause a major strategic 
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movement towards green economy.  The next part of the paper will build upon the facts presented 

so far and will seek to identify a possibility to achieve a sustainable competitive advantage while 

still protecting the natural environment. 
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Part 2: 

Green sustainable competitive advantage 
 

 

The purpose of the first part was to explain the fact that companies do not have just economic but 

also environmental and social responsibilities. Apart from competitors, the pressure comes from a 

variety of stakeholders, who closely monitor the firm’s behavior in the environmental arena and 

react according to their interests. The following chapters are going to uncover tools that can be 

utilized by managers who decide to green their business. The analysis takes its point of departure 

in conventional theories on strategy, such as Porter’s 5 Forces or resource-based view, and 

applies them to the environmental dimension of the business. It is done with the intention to 

identify factors that enable companies to achieve or strengthen a sustainable competitive 

advantage. 

 

It is not an arbitrary decision to apply three different theoretical perspectives. Each theory has its 

positive aspects, though none of them are comprehensive enough to cover all aspects and 

potential sources of the green sustainable competitive advantage. Thus by looking at the issue 

from the institutional, industry, and firm perspective I aim to offer a complex in-depth analysis. 

The final conclusion obtained from the combined findings is expected to be compatible with any 

of the chosen perspectives. This compatibility can in retrospect, serve as a simple validation tool 

of the whole analysis. 

 

The combination of the firm perspective (the resource-based view) with institutional theory has 

already been used by some researchers (Oliver, 1997; Clemens and Douglas, 2006 among others) 

when analyzing the environmental behavior of companies. Those studies represent a great source 

of ideas and provide a solid foundation for the analysis to be conducted. However, as the authors 

themselves admit, the frameworks developed around the two theories do not entirely cover the 

whole issue and leave some questions unanswered. Most importantly of the sometimes elusive 

“green shopper” is not encompassed. Thus, a third analytical framework needs to be added. The 

industry perspective represented by Porter’s 5 forces has been chosen to fill the gaps. Among 
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others, it offers interesting insights from the buyers’ point of view and emphasizes the potential 

that green substitutes or new entrants can have on the competitive game. 

 

 

Chapter 3: The resource-based view 

 

The resource-based view suggests that the main source of a firm’s competitive advantage resides 

in its unique set of resources and capabilities available. To be able to sustain a competitive 

advantage in the long run, it requires that the resources posses certain features. Not everything is 

available to all firms in unlimited amount and therefore the availability of a particular set of 

resources gives each company a different potential. The characteristics that a given resource 

needs to possess are immobility and heterogeneity. A firm can achieve a competitive advantage 

only if the resources available to it and its competitor are heterogeneous. This can be also used to 

create the first mover advantage. If the resources were perfectly mobile, there would not be any 

possibility for companies to create a competitive advantage and sustain it over a longer period of 

time. Above average profits would attract new companies to the industry, which would then 

acquire these mobile resources and destroy any advantage of the market insiders. The barriers to 

entry or mobility barriers are therefore a significant part of competiveness. These may include a 

superior image, unique corporate culture, causal ambiguity among others. Equipped with such 

resources, organizations are constantly seeking a position in the market that will allow them to 

exploit a resource advantage in a way unattainable by other companies. 

 

However, there is a hidden danger in sticking to a static base of resources and capabilities. Due to 

the rapidly changing environment and fast technological development it can easily happen that 

some capabilities or resources become obsolete. Thus, a very important feature of a successful 

company is the ability to acquire new resources and develop new capabilities (Hart, 1995; 

Marshall and Standifird, 2005). The focus on the environmental friendly way of doing business is 

one of the options that offer a possibility to acquire new resources and develop new capabilities. 

Their successful acquisition and implementation would result in enhancement of a company’s 

sustainable competitive advantage. 
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As argued in previous chapters, if not now, it will be inevitable to coordinate te economic 

development with social and especially environmental protection in the near future. The impulse 

can come in the form of governmental regulations or in the form of changed consumer 

preferences among others. In any case, organizations will be forced to take strategic actions to 

incorporate this into their existing capabilities or develop new capabilities that facilitate 

environmentally sustainable economic activity in order to ensure the firm’s survival. Pioneering 

work in this area was conducted by Hart (1995) who incorporated environmental demand into 

Barney’s (1991) resource-based model and introduced a so-called “natural resource-based view 

of a firm”. Hart identifies three interconnected strategies in his framework that – as he argues – 

can help a company to achieve a sustainable competitive advantage based on green activities. 

Considering that the model was developed in 1995, a time when the prevention of pollution was 

not as pressing an issue as it is nowadays, most of the efforts were focused on “end-of-pipe” 

solutions. Therefore, pollution prevention became one of the strategies in the natural resource-

based view at that time. It is correctly pointed out that control and prevention can lead to 

significant savings in operational costs. The product stewardship strategy represents the future 

need for holding companies accountable for the environmental impact of their output throughout 

the whole product life cycle from raw materials access and production processes, to the 

processing of used goods. In order to minimize life cycle environmental costs, companies have to 

come up with innovative technologies that enable them to produce with a minimal use of non-

renewable and toxic materials, and enable further utilization of the products at the end of their 

usage, such as the take-back policy of Xerox or BMW. This is facilitated by various institutions 

at the industry, national, as well as international level. Furthermore the fact that majority of 

products consumed in western economies are made from raw materials exploited in developing 

countries leads to unequal economic development and environmental degradation. The third 

strategy, sustainable development, emphasizes the need for companies to apply sustainable 

technologies when satisfying the rapidly growing demand for products in developing countries. 

All three strategies are not likely to bring significant short-term profit – if any – but in the long 

run they can lead to successful establishment in the market. 
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Ten years after Hart first introduced the natural resource based framework, two authors further 

extended and adjusted this model. Menguc and Ozanne (2005, 430) proposed a “higher order 

construct of natural environmental orientation”. The three first-order dimensions that are 

presented in their study will be analyzed in more detail and serve as a main framework of the 

resource based perspective in this paper.  

 

3.1. Entrepreneurship  

Hayton and Kelley (2006, 407) define corporate entrepreneurship as “a set of firmwide activities 

that centers on the discovery and pursuit of new opportunities through innovation, new business 

creation, or the introduction of new business models.” By being innovative, companies 

strengthen their competitive advantage and improve their survival chances in the long run. 

Innovation can take various forms ranging from the ability to gain access to new resources, 

through new product or processes discoveries, to implementation of a new business model, to 

internal or external ventures (Hayton and Kelly, 2006). Generally, innovation enables firms to 

reposition themselves in the market to be able to better compete. New products or business 

models enable a firm to respond to customer preferences and government regulation in a new 

way, leading to the increase of a company’s power in terms of revenues, profit, or market share. 

Last but not least, entrepreneurship is also good for the society as it creates new employment 

opportunities and/or reduces the damaging impact of business on the environment. Innovation is 

a very effective tool that can enable companies to actively approach environmental issues and 

provide a sustainable solution. Examples of innovative products from the past include Phillips 

bulbs, rechargeable batteries, and green buildings among others. With the IBM technologies 

currently being developed we will be able to switch on/off our home appliances through the 

internet (resulting in better use of solar or wind energy) or avoid traffic jams by using intelligent 

navigation systems. 

 

Due to the linkage of entrepreneurship and sustainable competitive advantage, academics and 

practitioners keep on trying to determine how to encourage innovative efforts. A number of 

factors have been identified that reside in the organizational culture and structure. Some of them, 

however, come from the external environment (Ireland, Hitt, and Sirmon, 2003). This general 
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inability to effectively nurture entrepreneurial spirit in some companies results in significant 

differences in innovative activities across companies.  

 

Hayton and Kelly (2006, 408) assume that “competencies of individual employees....are 

fundamental to companies ability to nurture and sustain innovation and new venture creation”. It 

is the skills and relevant knowledge of employees that significantly contribute to 

entrepreneurship. Also the personal qualities – often underestimated – play their role and 

complement the former two aspects. From the organizational perspective, entrepreneurship must 

be well-established in the corporate culture. It is important that managers are supportive of 

innovative initiatives of their subordinates in accordance with the strategic perspective of the 

company (Ireland, Hitt, and Sirmon, 2003). Since innovation often depends on the knowledge 

that resides outside the company, innovation can be further enhanced by participation in various 

networks and alliances. 

 

Being embedded in tacit skills and knowledge, it can be concluded that entrepreneurship is a rare 

resource that is difficult to imitate. Its enormous potential to improve the sustainable competitive 

advantage makes it valuable, and therefore an ideal resource for green competitive advantage. 

 

3.2. Environmental commitment 

Environmental commitment means that the strategy being pursued by a company must be in 

symbiosis with the natural dimension and acknowledges the importance of preserving 

environment. This can be achieved only when employees recognize the need to protect the 

environment. Sustainable operations must be embedded deeply in the company’s culture and 

given a higher priority than operations harmful to the surroundings (even if more profitable). The 

environmental commitment can be pushed through policies and strategies aiming to facilitate the 

willingness of a company to operate in a sustainable manner. Access to and dedication of 

adequate resources is crucial for the successful accomplishment of this green vision (Menguc and 

Ozanne, 2005). The process of creation and communication of the green vision will be discussed 

in great detail in the third part of the paper. 
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A good starting point when going green is to move the environmental issues from a marketing or 

PR department to the agenda of the top management. In many companies, commitment to the 

environment still means employing one person who does PR activities and publishes marketing 

material pointing out those areas where a company ‘coincidentally’ contributes to the 

environment. These activities do not reflect the whole truth about the total impact. Involvement 

of top management is necessary. Its dedication and open support can help make significant 

changes in the company’s strategic direction much easier to implement. Companies’ 

environmental vision, plans, and actions must be communicated internally from the top to spread 

the change to lower levels of the corporations as well as externally in order to change the public 

image of the company; should it be rational to have it as a part of the image. The employees must 

be trained to understand the environmental issues and always encouraged to create initiatives. 

Environmental commitment is “dependent on strong moral leadership and the commitment of 

many individuals within the firm” (Menguc and Ozanne, 2005, 433). Wal-Mart’s CEO Lee Scott 

has not only made remarkable speeches about the company’s new vision but he has also hired the 

most prominent environmentalists including Adam Werbach (the former head of Sierra Club) as 

consultants to prove the green intention. 

 

3.3. Corporate social responsibility (CSR) 

CSR is one of many ways a company can express its concerns with common social and 

environmental problems to its stakeholders and present itself as not-only-profit-seeking 

organization. There are countless issues in the world that are awaiting a solution and, obviously, 

it is beyond any company’s possibilities to solve them all: no company is even expected to do 

that. On the other hand, there are reasons why every organization should participate at least in 

one initiative. Kramer and Porter (2007) identify four arguments to justify a need for CSR: a 

moral obligation, sustainability, license to operate, and reputation. All together they imply that 

any organization is expected to go beyond obligations and regulations and consider its 

performance in the so-called triple bottom line taking into account not only economic but also 

environmental and social performance.  

 

Organizations and society need one another but neither of them could exist without a healthy 

environment (Kramer and Porter, 2007). Considering the current stage of the natural heritage in 
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the world, protection of the environment is one of the issues where the already high demand for 

engagement and sustainable solutions is gradually increasing. It is also the area where vast 

majority of companies can contribute. The commitment through CSR will put a significant 

pressure on company’s capabilities, which, again, requires a good set of the knowledge and skills 

possessed by employees. The ability to innovate will be the core stone of successful execution of 

CSR in the future (Kramer and Porter, 2007).  

 

The aim of applying the resource based perspective was to show that by mobilizing internal 

resources a company can achieve a sustainable competitive advantage and protect the 

environment at the same time. The proposed resources to be mobilized when going green were 

entrepreneurship, CSR, and the commitment to the environment. These all are rare, valuable, and 

difficult to imitate. The next chapter will analyze how institutions such as government and 

industry associations influence the companies’ activities. The RBV and institutional perspectives 

should not be viewed by any means as exclusive. They complement each other.  

 27



 

Chapter 4: Institutional perspective 

 

Institutional theory, first introduced by for example DiMaggio and Powell (1983) or Meyer and 

Rowan (1977), has become one of the fundamentals when formulating a business strategy. It 

considers the process by which structures including regulations, norms, and standards become 

established as authoritative guidelines for companies in the market. It analyzes how these rules 

are created, established, and applied. From the business perspective it means that the institutions 

define the field, where companies are allowed to operate, provide rules, and guidelines 

determining what kind of behavior is permitted or not. The dependency of the business sector on 

the institutions is even greater when looked at the development of the institutionalization over 

time. By constantly changing existing rules and adding new ones, the competitive field is 

transforming and moving accordingly. On the one hand it makes it difficult for companies to take 

up and occupy a certain position in the industry over time. On the other hand, it provides an 

opportunity for innovation and force companies being pro-active in every aspect of their 

activities. 

 

(Scott, 1995) identifies three different sorts of forces - regulative, normative, and cognitive – that 

have influence on the behavior of organizations. The regulatory are usually posted by 

government and provide explicit guidance through rules, controls, rewards, and sanctions. The 

normative include less explicit system of norms and values such as ISO 14001 in automotive 

industry1. The cognitive forces involve more or less volunteer initiatives coming for example 

from volunteer industry standards or by following the industry leader. Various environmental 

certifications such as Green Seal may be an example. These take place not for the efficiency 

reasons as such but because the environment constructs adaption as being the proper, legitimate, 

or natural thing to do. The first two forces are the most effective according to the author’s 

findings. 

 

One of the underlying arguments of the institutional theory says that the organizations are 

approval-seeking. The regulations that are created by institutions are expected to have some sort 

 
1 After the car producers announced commitment to the environment, ISO 14001 became a necessity for all their 
suppliers in order to stay in the business. 
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of value for the society and by acting according to these rules the companies ensure their 

legitimacy. By not accepting the regulations, the companies can not only face financial charges 

but in the extreme cases this can threaten their existence. However, being in alignment ensures a 

license to operate for the company, creates good relations with its stakeholders, enhances 

reputation, and provides access to resources (Berrone et al, 2007). 

 

The most important institutions to be considered are the government, NGOs, industry 

associations, financial institutions, and media.  

 

Providing regulations and therefore limiting the activities and behavior of the companies can lead 

to a conclusion that institutions force the industry to homogeneity. According to this assumption 

the organizations can tend to adapt similar strategies and practices when seeking the alignments 

with existing rules. If true, this would of course lead to stagnation and increased the vulnerability 

of the whole industry (Berrone et al, 2007). It can be argued that the institutional forces only 

provide a frame within which all the competitive games take place. Each company has its unique 

position within this defined frame and has access to unique set of resources. Utilizing such 

resources in a company specific way leads to a variety and therefore to the industry heterogeneity 

(Barney, 1991). 

 

Having said this, one might ask whether we need the regulations and what for. Porter and Linde 

(1995, 128) answer this question by outlining six general reasons for regulations. As they further 

argue, the regulations that are needed are not necessarily the same as those currently used. The 

functions are the following: 

• to create pressure that motivates companies to innovate, 

• to improve environmental quality in cases in which (i) innovation and the resulting 

improvements in resource productivity do not completely offset the costs of compliance; 

or (ii) in which it takes time for learning effects to reduce the overall cost of innovative 

solutions, 

• to alert and educate companies about likely resource inefficiencies and potential areas for 

technological improvement, 
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• to raise the likelihood that product innovations and process innovations in general will be 

environmentally friendly, 

• to create demand for environmental improvement until companies and customers are able 

to perceive and measure the resource inefficiencies of pollution better, 

• to level the playing field during the transition period to innovation-based environmental 

solutions, ensuring that one company cannot gain position by avoiding environmental 

investments. 

 

The environmental issues are still seen by managers as obstacles increasing the costs and 

eliminating the competitiveness of their companies. This is very similar to the situation in 70’s 

and 80’s when quality was seen as a trade off for low costs (Porter and Linde, 1995). However, 

tough competition, innovation, and regulations have shown us that quality and low costs can be 

reached at the same time. Nowadays, managers are facing a similar situation with 

competitiveness and environmental friendliness. Instead of seeing it as an opportunity, they still 

perceive it as two opposites. Luckily, several examples of successful green companies as well as 

institutional regulations are opening their eyes and changing their mindset. 

 

The key to success from the institutional point of view is not to have a lot of regulations, neither 

it is to have the most strict ones. The right regulations need to create maximum space for 

innovation by focusing on the output of operations giving free hands to companies to optimize 

production processes in all upstream stages (Porter and Linde, 1995). Additionally, the 

regulations should encourage continuous innovation by providing incentives for this effort. By 

spreading innovative ideas and practices across industries, the institutions can further bolster the 

innovation. Last but not least, there is a need for coordination that would eliminate uncertainty at 

every stage. The coordination need to be established between regulatory bodies and the industry 

participants, between different levels of regulatory bodies, and finally between the regulatory 

bodies internationally (Porter and Linde, 1995). The arguments can be best illustrated on the 

comparison of the pulp-and-paper industry in the USA and Scandinavia in 1970s. The US 

regulations forced companies to comply with newly imposed environmental regulations fast 

which led to implementation of costly end-of-pipe solutions. The Swedish government started 

later and slowly giving the companies enough time to innovate the processes throughout the 
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whole value chain. The firms were also informed that more strict regulations were to come later. 

Contrary to the US companies, which stopped after installing the secondary treatment, the 

Scandinavian companies kept innovating until developing totally chlorine-free paper. All the 

investments paid back when the environmental problems became an issue in 1990’s and the 

increasing demand for green paper enabled Scandinavian companies to charge premium prices 

for their products as well as for the technology (Porter and Linde, 1995). 

 

To provide a better understanding of the environmental issues from the institutional perspective, 

it is important to understand how the policy-making process looks, who is participating on it, and, 

when. In principle, four different stages of solution finding process can be distinguished and there 

are different institutional subjects influencing the process, regardless whether the final solution is 

found through government-driven regulation, market forces, or through proactive self-regulation 

by industry (Winsemius and Guntram, 2002). 

 

The first stage called Recognition phase is usually led by scientist and/or environmentalist who 

make the initiating discovery. At this stage very little is known about the causes and effects of the 

issue at hand and there is a general need to unify and - if possible - quantify the knowledge. After 

it is agreed upon that a particular concern needs a solution, the process can move to the second 

stage, which is called Policy formulation. Here the most appropriate measures and solutions are 

searched for. Policy makers emphasize effectiveness of the solutions to the efficiency which is 

not pleasantly accepted by businessmen. Environmentalists are usually demanding even more 

radical steps. One of the important problems encountered at this stage is the equality of burden 

sharing across nations. The international harmonization of regulations is critical to prevent 

companies and countries from free riding or being disadvantaged. Involvement of the corporate 

sector representatives at this stage can significantly increase the chance of general acceptance of 

the regulations. However, companies anticipating enormous investments to be necessary to 

comply hesitate to accept the proposals and demand more liberal approach. Stricter regulations 

might be much more feasible in the long run and the resistance of corporations is often not 

justified as they tend to overestimate the costs. The third stage of the policy making process is the 

actual implementation. As Winsemius and Guntram (2002) point out, the managements’ 

attention tends to move to other issues once the solution is accepted. The tasks and 
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responsibilities are delegated to lower levels of organization on all sides, to the operational 

managers in corporate sector, to local governments, or municipalities in the public sector. The 

proximity to the implementation of the solutions enables companies to find the most efficient 

way to implement the new requirements. The last phase of the policy-making process naturally 

involves control. In the ideal scenario the problem has found its effective solution and the 

government bodies must ensure that the problem remains under control. It is quite usual that the 

solution becomes an integrated part of the corporate culture. Sometimes needs for revision, 

adjustment, or tightening of regulations emerge, which takes the process back to the previous 

stages. There are various NGOs operating at each stage of this process which becomes very 

important when choosing the right partner for a green alliance, should it be the case. This is 

discussed in great detail in chapter 9. 

 

The regulations define a competitive frame within which companies operate. It is not in the 

power of a typical firm to influence the regulations to suit its business better. It is the future 

directives which are about to come that deserve the attention of top management. By monitoring 

the environmental horizon the executives can voluntarily go beyond the necessary compliance 

and develop technologies or products that will be ready for more strict limits. Due to the general 

willingness to improve the natural environment the executives can be sure about the regulations 

to become strict. By being ahead of the competitors they can build a significant first mover 

advantage in the current or new markets, establish new industry standards and so on. 
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Chapter 5: Industry perspective 

 

A structure of every industry has not been just randomly created but it is a result of the past 

development in social and economic trends. Different nature and strengths of these trends cause 

that each industry is unique in its constellation and, considering the fact that the forces 

continuously form the market, the structure is never ultimate. Apart from gradual development, 

the business world has also witnessed a number of unexpected changes that suddenly destroyed 

the whole industry as well as positive changes resulting in double digit growth for all firms in a 

particular market for several years. Such events often do not come out of blue but are a result of 

strategic decisions taken by one or more industry participants. The competition is getting tougher 

and tougher due to globalization and technological evolution, which puts pressure on managers to 

constantly monitor and re-evaluate the position of his/her company in the respective market.  

 

It is one of the underlying arguments of the industry perspective that a competitive advantage can 

be derived from understanding the industry which a company operates. By having the right 

position in the market the company is able to achieve and sustain profits. However, a company 

does not fight for its market shares and profits only with its competitors. It needs to take into 

consideration also other factors that form the whole industry. Together with the competition 

Porter (2008) identifies the following 5 forces: the power of suppliers, the power of buyers, 

substitutes, new entrants, and competition within the industry. Analyzing the forces allows 

managers to understand the structure of their industry and enables them to develop a set of 

strategic actions to secure the company’s survival at least. In the best scenario the positioning 

leads to higher profitability and higher market share in the long run. 

 

The first step when applying Porter’s framework is the correct identification of the industry. Too 

narrow focus limits the company’s maneuvering space in the market resulting in targeting smaller 

customer segments or overseeing some (future) competitors. When the market is defined too 

broad, the conclusions of the analysis are too general and do not necessary lead to the best 

position for developing sustainable competitive advantage in the market. 
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Shift in customer preferences, technological discoveries or other aspect often cause a shift in 

industry structure and open new opportunities. These can be exploited either by current market 

players or by new entrants. It is only up to the managers to constantly monitor the situation in 

their markets as well as markets that might be interesting to enter and take up any opportunity 

that emerges.  

 

The companies should not be just a passive acceptant of what happening is in the industry. Smart 

companies try to reshape their industry in their favor which allows them to either expand the 

overall profit pool for all industry participants or at least increase their share on the profit (Porter, 

2008). The strategic actions taken by managers to reposition the company should steer the 

organization to such a place in the market where the 5 forces are weakest. By analyzing each 

force, the managers can focus on the weakest ones or the most profitable ones and try to find 

ways how to improve the division of the profit in the company’s favor. For example by intense 

cooperation with suppliers the company can improve its bargaining power with buyers and 

increase the barriers of entry for newcomers. If the company manages to establish some industry 

standards that not all competitors neither suppliers fulfill, this can significantly increase the 

bargaining power towards buyers. List of similar relationships between forces is endless. Let us 

have a closer look at the each force, now.  

 

5.1. New entrants 

New entrants to the industry bring additional capacity and demand their part on the industry 

profit. Increased competition usually leads to lower profits caused by lower economies of scale 

and lower prices. Besides newly established firms, the new entrants can be also companies that 

are diversifying their activities from other markets and leverage their capabilities. It is therefore 

in the interest of the present market players to make it difficult for such new subjects to enter the 

business. 

 

Being a green company well-established on a particular market has many advantages against new 

entrants aiming for similar positioning. There are very few truly green suppliers in a typical 

industry and the new entrant will find it very difficult to secure sufficient supplies for its 

production, especially in cases where the local sourcing is required (i.e. organic food). The green 
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companies are often engaged in long term relationship with their green suppliers to achieve high 

efficiency and remain competitive, which further lowers the willingness to switch. In the same 

way, the access to the green distribution channels might not have enough available capacity to 

absorb another competitor’s products. The world’s largest retailer of natural and organic food 

Whole Foods Market experienced such problems when entering the UK market. Majority of 

suppliers was engaged in cooperation with established retailers such as Tesco Stores. The only 

chance for the new entrant to win is to come up with a unique business model or superior 

technology that would shake up the whole industry. This leads us back to the critical role of 

innovation and dedication to environment, which were found to be the source of competitive 

advantage earlier in the paper.  

 

Another situation is with products without the need for local sourcing. Their producers can for 

example enter markets in other geographic areas where the demand for green products is not fully 

met, yet, or where the looser regulations did not force current players to innovate and their 

products slowly became internationally uncompetitive such as the Scandinavian pulp-and-paper 

industry or the highly fuel efficient Japanese car makers entering the US market. 

 

Neither the innovation nor the growing demand for green product is, however, a sufficient 

guarantee for high profitability of the particular industry if the barriers of entry are low. The 

additional earnings will be divided among more players.  

 

5.2. Bargaining power of suppliers 

Every industry needs some suppliers to be able to produce. There are several factors that have 

influence on the relationship between the supplier and buyer. The power of suppliers depends on 

the concentration of industries and on the switching costs between suppliers. If the supplier is 

weak and highly dependent on a particular market with its products, a green buyer can force it to 

green supplies or simply switch to a greener supplier. A problem might arise when there is no 

good substitute for the particular product or when the available products are significantly 

differentiated.  
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The demand for raw materials is derived from the demand for the final products. Thus, if the 

company is able to stimulate the demand for green products it will be interesting for the suppliers 

to collaborate with such a perspective buyer. More over, all the requirements for a company to be 

focused not only on economic profit but to take environmental and social issues into 

consideration are valid for the supplying firms as well. With the output serving to production of 

green products the supplier can gain a lot of value in the eyes of all its stakeholders, secure its 

license to operate and ensure a favorable position on the market in the future. The environmental 

certification for suppliers in the automotive industry became a license to operate in the 21st 

century. In the retailing business it was the Wal-Mart’s commitment to the environment that 

forced producers to switch to organic cotton. As a consequence there are other products such as 

soybeans, rice, or wheat that are grown in rotation with cotton and need to be produced 

organically as well to ensure the purity of cotton (Gunther, 2006). 

 

5.3. Bargaining power of buyers 

The bargaining power of buyers characterizes the impact that customers have on the industry. 

Powerful buyers are able not only to negotiate favorable prices for purchased products but also 

demand better quality or additional services by playing the suppliers off against each other. In 

terms of green marketing, the buyers demanding ecological products made with green technology 

can shake up the whole industry structure by giving a priority to producers that better satisfy their 

needs. The factors giving high power to buyers are similar to those giving power to the suppliers 

mentioned in the previous paragraph. If the buyer faces low switching costs from one supplier to 

another and when the purchase accounts for a significant part of supplier’s production, the buyer 

posses a significant negotiating power. Also, when the products are standardized, the supplier can 

not differentiate its products significantly enough to charge higher price than its competitors.  

 

There are two different kinds of buyers – the business buyers and the private buyers (who are 

often also consumers). Many characteristics of both groups are the same such as high price 

sensitivity when the price accounts for a significant portion of the available budget, or when the 

product is difficult to differentiate. The purchasing process in business-to-business sector is 

however more tangible and structured.  
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Since the understanding of buyers needs is crucial for companies offering green products, the 

whole chapter 6 is devoted to the green shopper. The analysis will have a close look at the values 

influencing each purchase and the attitudes of consumers towards green alternatives.  

 

5.4. The threat of substitutes 

Substitutes are products that come from different industries but satisfy the same needs. If a buyer 

decides to purchase a substitute instead of the industry products this takes away the profit from 

the industry, it shifts more power toward buyers, and in the long run it decreases the market size. 

The substitutes can be found for majority of products even though it is not always obvious that 

the two products substitute each other. Buyers favor substitutes especially in cases where the 

switching costs are low. The decision is then based on the price-performance trade-off. This 

means that it is not only the price that is the deciding factor but one needs to take into 

consideration also the level of satisfaction that a substitutes brings.  

 

Focus on the actual need of consumers rather than selling products serving to satisfy the need can 

be a way how green solutions can be attractive for buyers from other markets. An example of 

such an innovative business solution is a US company Interface which rents out carpets to 

business clientele. Modular design and innovative technology enable a repeated use which makes 

it cheaper for clients than to keep buying brand new carpets. Almost all parts of the carpet are 

recycled at the end of the life cycle. Another example can be found when looking at the 

automotive industry. Majority of people do not have the need to posses a car, they need to be able 

to move from one place to another. This opens a space for more ecological solutions of 

transportation such as car pooling or car lending. The enormous potential of railways remains still 

unexploited as well. Increased speed and improved services would shake up the whole 

transportation industry. A Czech company Student Agency that is about to enter the rail way 

transportation business in the country has already proved this by successful entrance into the bus 

transportation. Being the cheapest option to travel between large cities, the company has luxury 

buses, provides free newspapers, internet access, hot drinks, and entertainment (radio and 

movies) to every passenger. The tickets can be easily managed via internet or mobile phones.  

 

 37



 

5.5. Rivalry among existing competitors 

In addition to forces influencing the industry from outside, the firms operating the market have to 

pay attention to actions of others. This supports the dynamic environment and continuous change 

in the structure as companies try to reposition themselves within the market. The competition can 

take two basic forms. The companies compete either on price, which directly influences their 

profit margins, or the competition can be based on other factors, such as product differentiation 

based on product attributes such as quality, design, additional services, or also ecological impact. 

The former is more typical for industries with high number of firms without any major player; the 

latter is the case of industries with few large companies (oligopoly). The price competition is 

tough when producing products that are difficult to distinguish or when the margins are low per a 

cost unit with high fixed costs. Factors such as high exit barriers or slow growth of the industry 

further increase the rivalry.  

 

Although the non-price competition sometimes results in no profit margins due to additional 

services provided with the product, competing on price is the least favorable way to win over 

other firms. When there is more than one buyer, it is more likely that each buyer has different 

needs. If companies focus on satisfying only some needs and do not all serve the same needs, the 

direct competition on price can be avoided. Companies continually seek to create additional value 

that could give them a reason to charge higher margins for their products. Thus it is not surprising 

that several organizations have chosen to distinguished themselves by going green. 

 

Also the industry perspective is supportive to the possibility to achieve a competitive advantage 

with green products in the current as well as in new markets. It gives the company a privilege of 

unique positioning that can be difficult for new entrants to imitate and it enables differentiation 

from grey competitors. A superior environmental friendly technology helps companies to seize 

opportunities in international markets. The suppliers’ need to be part of green solutions helps to 

lower their bargaining power. The innovative ecological solutions can be also used as substitutes 

to alternatively satisfy consumers’ needs in related industries. The situation of buyers is 

particularly interesting for its direct impact on the whole market and is discussed in the next 

chapter. 
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Chapter 6: Green shopper 

 

It has been shown it the previous text how companies are influenced by institutional forces when 

(voluntarily or not) going green. Later the situation in the industry was analyzed. Each identified 

force plays its specific role in the movement towards natural protection and needs to be taken into 

consideration. The power of buyers is, however, of a particular interest due to its significant 

influence on the whole industry. The situation of buyers will be analyzed in greater detail in this 

chapter. It is one of the underlying principles of capitalism that the money from buyers decides 

what is going to be produced, how, and using what resources. The necessity to ensure stable 

income, the possibility to further increase consumption by stimulating demand for green products 

or by redirecting the consumers from grey producers are very important incentives for companies 

to go beyond the general ecological requirements set by institutions. However, in order to get 

access to these funds producers need to understand the consumers and their motives. This chapter 

is going to elaborate on this issue in greater detail. 

 

Despite a general concern of people about the environment we have been witnesses of many 

failures of green products in the last two decades. The producers have very early identified the 

concerns about the nature that started having influence on the consumers’ behavior and 

immediately tried to turn these into a source of additional income. As it turned out, however, it 

was not that easy to make money on green solutions. Consumers did not have good experience 

with green products in the past (Peattie, 1999). Often the performance of the green products was 

significantly bellow the expected level or the product did not turn out to be as green as it was 

originally presented on the label by using vague expressions (i.e. chemical-free garden 

insecticides), false or improvable claim of certification or hidden trade-offs (paper from 

sustainable forest transported over long distance). Sometimes a company just extended its 

portfolio by a green line in order to charge the green premium and satisfy the needs of the 

greenness consumers, but the company as such remained grey. The trust of buyers was destroyed 

and even nowadays the situation is not better. Many consumers are still very skeptical to the 

green products.  
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Many studies have been carried out across the globe in the last two decades to tackle the issue 

and identify characteristics of the green purchaser that could be used for effective marketing 

strategies. Majority of the studies have taken a “standard” approach aiming to identify and 

describe the green shopper in terms of his/her demographic characteristics. After comparing the 

results huge inconsistencies in the findings were discovered. Even studies focusing on the very 

basic characteristics such as age, level of income, marital status, or gender came out contradictory 

(Peattie, 1999). Therefore marketers moved to a different approach and focused their attention on 

the customers’ perception of green products assuming that green products are sold not based on 

common demographic features but based on believes (McDonald and Oates, 2006). Even in this 

approach one can find very different reasons and motives for green behavior. One group of 

authors believes that personal aspects such as values, behavior, and attitudes are crucial. Others 

find so-called contextual factors to be the most important (Tanner and Kast, 2003).  

 

The following 5 factors were found to have high relevance on green purchase behavior among 

researchers worldwide (Mostafa, 2007) and thus will be discussed in greater detail.  

 

Values 

Values are “desirable transsituational goals, varying in importance, that serve as guiding 

principles in the life of a person or other social entity” (Schwartz, 1994, 21). They give a 

direction and emotional intensity to actions, serve as standards for justifying actions, and are 

acquired through socialization (Schwartz, 1994). Schwartz himself identifies ten different types 

of values grouped into two dimensions: openness to change vs. conservation and self-

enhancement vs. self-transcendence. A different view on values have Bogner and Wiseman 

(2003) who contrast a biocentric dimension (conservation and protection of the environment – 

Preservation) with an anthropocentric dimension (the utilization of natural resources - 

Utilization). Others distinguish between eco-centrists, who believe that the solution between 

society and nature lies in a good relationship between these two dimensions, and techno-centrists, 

who believe that the environmental problems will be naturally solved by technological 

development (Mostafa, 2007).  
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Knowledge 

Knowledge about the environmental issues is found highly powerful influencer on pro-

environmental behavior by large majority of researchers. However, the researchers are not 

unanimous in determining what sort of knowledge it actually is that makes people behave 

ecologically. Schahn and Holzer (1990) distinguish two different kinds of knowledge: abstract 

knowledge and concrete knowledge. The former one characterizes the general awareness of 

ecological issues, the sources, the consequences, and potential solutions to these problems. The 

later represents actual knowledge of people how one should behave in order not to harm the 

environment. The concrete knowledge appears to be more effective when influencing the 

consumers’ behavior than the former one. However, a general lack of knowledge about the 

environment related issues is an important reason for grey behavior. 

 

Concerns 

The idea behind using environmental concerns as a source of green behavior is a common sense. 

For a long time concerns were considered as a very simple uni-dimensional measure – the more 

people are concerned the more likely they behave ecologically. Schultz (2000) however identifies 

three different types of factors behind environmental concerns based on the perceived 

interconnection of people with nature. Biospheric are concerned with all living things, social-

altruistic involve the impact of environmental issues on other people, and egoistic concerns based 

on putting the priority of personal values above others and all living things. The egoistic concerns 

are very effective in situations when people are directly threatened by environmental damages 

(Schultz, 2000). 

 

Attitudes 

Attitudes have been established “as important predictors of behavior, behavioral intention, and 

explanatory factors of variants in individual behavior” (Mostafa, 2007, 450). With the 

assumption that people have a positive attitude towards environment, which has been explained 

in the first part of this paper, it is also reasonable to assume that people will align their behavior 

with the natural environment. For producers these attitudes are interesting especially when they 

can be transformed into a green purchase. Apart from that, green attitudes are also reflected in 
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people’s public activities such as a support of environmental organizations or various petitions. 

These need to be taken into considerations by producers as well (Mostafa, 2007). 

 

Behavior 

The last issue that is being widely discussed among academics and practitioners is the link 

between green intentions and action. Sometimes this fact is known as a “30/3” rule where 30% of 

population expresses its environmental intentions, preferences for green products, and 

willingness to behave ecologically but only 3% actually do purchase green products or act is such 

a way that protects the nature. 

 

Apart from the above mentioned personal there are other – so-called contextual – which 

marketers need to be aware of as well. Even if personal factors are positively correlated with 

environmental behavior, contextual barriers can still lead to non-ecological choice (Tanner and 

Kast, 2003). The authors demonstrate their findings in the research on Swiss consumers in 

supermarkets with socio-economic characteristics, living conditions, and store types being the 

contextual factors. 

 

All the above mentioned attributes constantly influence people’s behavior and their lifestyle. 

There are two “extreme” kinds of human behavior in relation to the environment: the grey 

consumers, who do not care about the nature much and count on the technological progress to 

resolve all the environmental issues. The opposite extreme in the spectrum are the consistent 

ecologists who conform all their activities to the preservation of the environment. The majority of 

the population is somewhere in the middle of the scale. Peattie (2001) for instance describes a 

part of population that makes a green purchase regularly, based on a green label, 

recommendations, or other motives, but is not willing to change its general lifestyle. Therefore 

the green purchase is the only point in their consumer behavior where and how their 

environmental concerns are expressed (Figure 4). It can be assumed that more groups can be 

identified that act according to their environmental concerns at other stages of the buying 

behavior. Some consumers may not be willing to pay green premium at front but are very 

efficient with the use of the product or at the product disposal stage. Even though these might be 
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less interesting for the producers, they also contribute to the protection of the natural environment 

in some way. 

 

 
Figure 4: A simplified model of environmental orientation during the consumption process 

(Peattie, 2001, 197) 
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The earlier mentioned factors are embedded in every consumer and have therefore influence on 

every single purchase. The weight of each factor in the purchasing behavior is a very individual 

matter. Considering also the inability of researchers to find any similarities between demographic 

factors and green purchase, a different approach to analyzing the green shopper is necessary. 

Instead of looking at individual buyers, one should look at the individual purchase (Peattie, 

2001). All consumers are green in the sense that if they are to choose between two products with 

similar performance and price, all customers will always choose the one that is less damaging to 

the environment (Kardash, 1974). Building on this assumption, Peattie (2001) argues that every 

single purchase is a function of two basic factors: the degree of compromise and the degree of 

confidence (Figure 5).  

 

The degree of compromise can include paying the green premium, accepting a lower level of 

technical performance, or having to travel to special shops (often outside the city centre). The 

willingness to make such a compromise will largely depend on the influence of factors identified 

earlier and on socio-demographic and psychological factors. However, by adding the second 

dimension, the degree of confidence, Peattie (2001) raises a very important point. Due to some 

negative experience of consumers with “green” products at the beginning of the green marketing 

era, the confidence and reliability of the green labels in general has been undermined and now it 

is hard to rebuild the trust again. Large majority of consumers tend to trust NGOs but only few 

percent are willing to believe the message from producers (Peattie, 2001). This sometimes results 

in joint partnerships between public and private sector, as discussed in great detail in chapter 8. 
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Figure 5: The green purchase perception matrix (Peattie 1999, 141) 

 

As the matrix suggests, the products that require minimum compromise and have at least some 

confidence to contribute to the good cause will not have significant problems establishing 

themselves in the market. Similarly, the products compensating the lower performance by high 

degree of confidence in the greenness have a potential to succeed. The most difficult is the 

position of those products that require a lot of compromise from the consumers and at the same 

time did not gain enough trust. In this group can be found for example green cars, non-disposable 

nappies (Peattie, 1999), or railway transportation. 

 

Let us take back the producers’ view point and see what the above presented information imply 

for them. First of all it is important to stress that there is a general willingness to purchase green 

products. Consumers are even willing to make compromises on the performance or price of the 

green product if they are truly convinced of the low environmental impact of the purchased 

goods. Thus companies need to put a lot of attention to trust building with customers. One option 

to do that is to cooperate with environmental non-governmental organizations, which will be 

discussed in great detail in the chapter 9. 
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Five factors were presented that are believed to have significant influence on the customers’ 

behavior. Effective and targeted communication from the company towards the buyers can 

positively influence the purchasing decision in favor or green products. Very often it is lack of 

available relevant information during the buying and consumption process that causes the grey 

behavior. Despite a heavy ongoing discussion on environmental topics consumers still need 

proper ecological education. People are willing to learn if they are given the chance. Utilizing this 

opportunity by producers can be a good start of a trust and long-term relationship building with 

all its benefits for both parties. 

 

The retail chain Tesco is ahead of its competition in this aspect. It offers a lot of information, tips, 

and guidelines how consumers can save money and minimize their negative impact on the 

environment at the same time. The green effort is further bolstered in the UK by Tesco providing 

incentives for green behavior of the customers such as discounts when bringing your own plastic 

bag. 
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Part 3: 

Greening the business 
 

 

The first part of this paper has identified the need for sustainability and defined green marketing 

as being a response of companies towards the environmental concerns of the population. The aim 

of the second part was to analyze the competitive game from three different perspectives and find 

factors that can be utilized to create a sustainable competitive advantage while preserving the 

natural environment. The next step that top managers have to do is to create a green company. 

This represents a big challenge for the top management since green business can not just be made 

by public announcements or marketing campaigns. It has to be implemented throughout the 

whole organization and every single stakeholder needs to understand the new policy, agree, and 

act in alignment with it. Only when the new direction is accepted by all stakeholders and 

implemented in all processes, the company becomes truly green. Only then there is a chance to 

use it as a weapon against the competition. The final part of this paper explores the complexity of 

the issue in depth and presents a framework for change management, which can serve as a 

guideline how to turn the organization green. Various NGOs or other subjects can also help with 

the implementation of the new strategy and therefore the issue of networks and alliances is 

discussed as well.  

 

 

Chapter 7: Implementing the green vision 

 

7.1. Defining the end position 

Every company’s behavior is shaped by its surrounding. Be it the relationships with suppliers or 

customers, be it competitions, the government, or the local communities. In any case these 

subjects have influence on each other and this interdependency causes that any change done by 

one subject causes a chain reaction in the whole net (i.e. when Wal-Mart with its 60 000 suppliers 

decides to go green). Striving for its existence, a company is soon or later required to adjust to the 
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new situation. Some subjects are in this process passive – adjust only when it is necessary – but 

there are always some active, making changes to stay ahead of the rest. The reasons for this 

active behavior are ranging from a charismatic leadership to the need to maximize shareholders 

value. But the change process has always some commonalities. It always starts with the analysis 

of the current situation and looking ahead to the future. The true leaders of any organization are 

able to scan the horizon and see the changes that are about to come in five, ten, twenty years. 

They use it to choose the position where their organization should be at that time. From the 

environmental perspective it can be the prediction of new legislative, stricter ecological norms, 

change in customer preferences and so on. Ignoring these developments may cause that the 

company will find itself soon or later offering uncompetitive products that do not satisfy the new 

needs of customers. Knowing where you are and where you want to be in the future is the first 

step in the process of environmental change.  

 

It is up to every top executive to decide how far in the future one should look. The rapidly 

changing (competitive) environment brings many technological breakthroughs that can suddenly 

make the whole industry obsolete. Should a car producer focus on efficient gasoline engines, 

hybrids or rather on solar power? However, deciding on the end position has to be completed 

before proceeding to the implementation phase. 

 

7.2. Asses the organizational readiness for change 

When the end position defined is, the management has to turn inside the organization and assess 

whether the company is ready to make the change happen. Introduction of something new always 

meets with skepticism, reluctance to change, or even cynicism on various levels of the 

organization. Turning the company into sustainable business requires some important changes 

throughout the firm and will inevitable lead to a new company’s culture in the end. In order to 

assess the organization’s ability to change, there are some tools available to the top management 

that can be applied, such as Leavitt’s Diamond or McKinsey’s Sever S model. The latter one 

identifies a comprehensive set of factors linked together as illustrated in the figure 6.  
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Figure 6: The McKinsey Seven S Model 

 

The structure, strategy, and systems are often categorized as hard, meaning that these are easier to 

identify and influence by management. The other four organizational characteristics - categorized 

as soft – are on the other hand less tangible, very difficult to identify or adjust. The model clearly 

illustrates that all the elements are interrelated and therefore one can not be changed without 

affecting the others. When implementing a new strategy, managers need to understand the 

linkages and be ready to adjust any of the factors in order to comply with the new direction. Any 

incompatibility of a factor with the strategy might lead to a failure of the whole process.  

 

7.3. Implementing the environmental strategy 

When the end position is defined and the organization ready to implement the green strategy, the 

transition process can begin. To successfully accomplish this task, the managers need to change 

the whole mindset of the organization and implement the environmental considerations in the 

corporate culture. Only reaching this final step can ensure that the accepted commitment to the 

protection of the natural environment will last forever.  
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The greening of the organization is a process that needs to be tailored to a particular organization. 

There is no single path of excellence. Some organizations might go as far as to changing their 

corporate artifacts, their corporate mission, and vision. To other companies it suits better to create 

a separate environmental vision, mission, and strategy. However, the required results – the 

embeddings of these values in the firm’s culture and the new mindset - are valid in either case. 

Based on this assumption, this part will be rather generic to be applicable in wide rage of cases. 

 

The implementation of new strategies and changes has been studied for decades and led to a 

variety of models how to proceed. The most suitable for execution of the green vision was found 

to be the one developed by Kotter (1996) due to its focus on fundamental change in a corporate 

vision. As the managers move through the hierarchy of the eight steps (figure 7), it is important 

not to stop executing the tasks from the previous steps as they might still play a very important 

supportive function. For example, creation of the sense of urgency, being it the first step, is a task 

that needs to be executed through the whole on going process of strategy implementation and can 

not be stopped as the executives move to the next step.  

 

7.3.1. Establishing a sense of urgency 

This is a starting point in any change to be performed and, yet, very often it is underestimated or 

even skipped. People in the organization need to feel the need for the change in order to accept it. 

Particularly, when the business is going well, the creation of a sense of urgency requires a lot of 

leadership in managerial positions and convincing arguments. Every significant change requires 

an extra effort of a large share of employees. In small organizations it is estimated to be around 

24 percent, in large organizations the share is lower but still involves thousands of people (Kotter, 

1996).  

 

Some of the arguments used to drive people out of their comfort zones can focus on opportunities 

that can turn into threats if exploited by competitors or new entrants, such as a future market 

growth, technological development (which could enable competitors to surpass the company in 

longer term), the booming need for ecological products or services (which satisfy people’s need 

in ecological ways) and so on. Technological breakthroughs and discontinues of products 

represent a real danger that can emerge anytime. Unless the level of urgency is high – Kotter 
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(1996) proposes at least 70% of management and all top management must believe in the need 

for change – the company should not proceed to the next step. Not having enough patience and 

wanting to rush to the next level rarely leads to the successful accomplishment.   

 

Establishing a Sense of Urgency

Forming a Powerful Guiding Coalition 

Creating a Vision

Communicating the Vision

Empowering Others to Act on the Vision 

Planning for and Creating Short-Term Wins 

Consolidating Improvements and Producing Still More Change

 
Institutionalizing New Approaches

 

Figure 7: The eight-step Process of Creating Major Change (Kotter, 19996,  21) 

 

 

To create a sense of urgency in well performing companies may require some unordinary moves 

from the top management. If necessary, the management can go as far as to a creation of an 

artificial crisis by pointing out newly emerging competitors, future opportunities, or shrinking 

 51



 

market share that require a change despite high profits on the balance sheet. In case of Wal-Mart 

the CEO Lee Scott invited the former Democratic Vice President and America’s most famous 

environmentalist Al Gore to present his movie “An Inconvenient Truth” about the danger of 

global warming (Gunther, 2006) 

 

As shown later in this part, the lower management of the organization plays an important role in 

the implementation. They largely contribute to the creation of the vision and then implement the 

environmental strategy in their respective units. Any possible lack of motivation and will would 

most likely lead to a failure of the implementation process. The sense of urgency is also 

important since the business unit managers are often held responsible for costs in their units and 

may perceive the new environmental practices as a new (negative) input in their cost structure. 

 

7.3.2. Forming a Powerful Guiding Coalition 

The next step in the implementation process is to create a powerful team that will establish a 

shared commitment to make the business green. It is important that the company’s leader is a 

supporter or an initiator of the change but s/he will not be able to transform the business all alone. 

Neither will be a committee that is sometimes established to facilitate the implementation. The 

suggestions and recommendations provided by its members to the middle management might be 

rejected for various reasons such as luck of trust. Since such a committee often does not posses 

any powerful tools, the transformation fails.  

 

On the other hand, a well-composed team involving enough powerful people such as line 

managers or unit managers has much better chance to implement a new vision since it does not 

leave out many of their colleagues who could seriously harm the implementation. Personal 

qualities of members play a crucial role. A successful team has experts covering various 

perspectives and aspects of the issue who already have sounded reputation throughout the 

organization. The core of the Wal-Mart’s guiding coalition involves 5 employees who work full-

time on the green initiative and who manage 14 different networks focused on nearly every 

aspect of Wal-Mart’s business. The networks consist of company’s employees, environmental 

experts, regulators, suppliers, and eco-friendly competitors willing to share the knowledge 

(Gunther, 2006). 
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The task for a leader of such a group is to make sure that it is unified and that the members are 

truly committed to the implementation of the green strategy, not to their personal objectives at the 

first place. Apart from managerial skills, the team is also required to posses some truly leadership 

skills. A team consisting of managers only creates sounded plans and measures the progress, but 

is not really able to implement the vision (Kotter, 1996). It is the power of the leaders who, at this 

stage, have the ability to draw the peer colleagues and subordinates in.  

 

7.3.3. Creating a Vision 

A vision is not just a short version of the strategic plan but it is a selling point of the whole 

change. Thus the company needs to be careful with the formulation, in order to avoid some 

mistakes. First of all, the vision needs to be simple and clear. It is supposed to be communicated 

to many people who need to understand the whole picture right. Only then it can align all 

stakeholders to fight for the same goal. If the vision is too blurry or unrealistic (i.e. saving the 

Earth) people will be skeptical from the beginning. It will make it more difficult for the executive 

team to pursue the whole environmental change. The vision needs to bring a real challenge, not 

just cosmetic adjustments in the current development. It should aim on providing better quality 

low costs products in ecological way and thus offering something to every stakeholder. 

 

The vision needs to have solid foundations. The reasoning why a new direction is necessary can 

be based on the current situation in the market, new trends changing the consumers’ preferences 

towards green products, up coming ecological regulations, the chance to gain a first mover 

advantage in a new market with ecological products and so on. The green vision will also send 

the message to all the company’s innovators and researcher about the firm’s new values and 

preferences, since, based on the previous analysis, the innovation is one of the key factors in the 

competitive game. 

 

When attempting to turn a company green, there are always things that need to be sacrificed. It 

can be jobs, functional power, or any other benefits that are not in alignment with the new 

direction. But the right vision will make people understand that there are other benefits coming. It 

can be a job security in the long run, growth of a company by attracting new green consumers in 

current and penetrating new markets, it can be the personal satisfaction for contributing to the 
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protection of the environment and so on. The perfect vision demands something from many 

stakeholders but clearly states what it offers to all of them in exchange. Being environmental 

friendly has many positive effects and benefits for employees, owners of the organizations, local 

communities, consumers, and also government. Emphasizing these facts can make it way easier 

to convince people to pursue the change. 

 

To sum it up, there are 5 key characteristics that the right vision need to posses: it needs to be 

imaginable (enable the receivers of the message to visualize the future state of the company), 

desirable (deliver what there is in it for everyone), feasible (possible to realize the vision under 

the right management), flexible (the vision leave space for improvisation, personal initiative, and 

alternative solutions), and communicable (the message is clear and easy to communicate) 

(Kotter, 1996).  

 

For illustrate the point, the green vision of Interface is the following: “To be the first company 

that, by its deeds, shows the entire industrial world what sustainability is in all its dimensions: 

People, process, product, place and profits — by 2020 — and in doing so we will become 

restorative through the power of influence” (www.interfaceinc.com). Wal-Mart’s ambitious 

vision is to turn the world’s largest retailer into the greenest (Gunther, 2006). 

 

7.3.4. Communicating the vision 

Having the guiding coalition ready and the vision of the green organization formulated, the next 

challenge is to communicate this to the stakeholders. They must to be captured by the promising 

future of the green vision in order to agree to make some sacrifices. They need to believe that the 

new company will provide them with more benefits in exchange. This is possible only with an 

effective and credible communication. The rule number one, already touched upon in the 

previous step, is that the message needs to be easily understood. Difficult words from the branch 

or complex technical terms should be avoided to make the message understandable to all 

stakeholders. If not, the people working in the particular business area will understand but the 

others will feel excluded and will be even more skeptical to the whole initiative. Using the right 

analogy or metaphor when communicating the vision can be more effective than thousand words 

(Kotter, 1996).  
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To be more successful with the communication, executives should take advantage of all 

communication channels available to them. Meetings, newsletters, posters, memos, intranet 

electronic forums, and any other interactions offer the opportunity to spread the vision. When 

people hear about the environmental efforts from different channels repeatedly, there is a better 

chance that they will start thinking and talking about it. The more often the message is received 

the deeper it gets in people’s mind.  

 

The executives should not be afraid to confront the new vision with wider public. The employees 

(or potentially all stakeholders) have to be given the opportunity to ask questions and challenge 

the new vision in their own way, should they accept it for their own vision afterwards and adjust 

their behavior accordingly. If the green vision survives this test, the general acceptance will 

increase. If some pitfalls arise, the vision will have to be revised and adjusted. However, the 

worst scenario is always the acceptance of the wrong vision. It costs a lot of resources and 

undermines any future attempt for a change (Kotter, 1996).  

 

Winsemius and Guntram (2002) propose to focus the attention on lower levels of management 

(business unit managers or similar) since they are the ones implementing the vision in their units. 

The experience that they gain while making their units aligned with the new strategy might help 

them to start their own initiatives leading to even better results. However, this is only possible if 

the organizational climate (the structure, systems, and culture) is set right to support these 

bottom-up initiatives. Based on their attitudes towards the green strategy, three different groups 

of implementators can be distinguished (Winsemius and Guntram, 2002). Approximately 15 

percent of all usually remain skeptical to the new strategy to the end, some 70 percent hesitate to 

stand for or against. The last 15 percent are the so-called path-finders. These agree with the need 

for a sustainable business, are able to come up with innovative solutions, and therefore should be 

the main target of the top management’s attention.  

 

It is crucial for the success of the change that the leaders of the organization act according to the 

new vision. Giving the right example to the “crowd” produces a better effect than hundred lines 

of text in newsletters or long speeches. The Wal-Mart’s CEO Lee Scott, for instance, switched to 
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a hybrid car right after introducing the green strategy. Leadership by example is still the most 

powerful way how to make people follow your vision (Kotter, 1996).  

 

7.3.5. Empowering others to act on the vision 

Employees at all levels need to have the power to change the established processes and 

implement innovative ideas in order to pursuit the green vision. This, however, does not happen 

without an intervention of the executives. The implementation of the new strategy requires in 

many cases a change in the organizational structure and systems in order to enable the 

implementation team to realize the planned changes. Old structures often force the business unit 

managers to slide back to their original behavior. For example, the old system often does not 

have the infrastructure such as recycling bins, electric switches and so on that would enable 

environmentally concerned employees to behave ecologically even if they wanted. The change 

might also require a new sort of data about environmental impact to be collected. The 

performance evaluation of the business unit managers in the old system does not reflect the 

environmental improvements of the business unit that were realized. The new system should fix 

this and demonstrate the seriousness of the top management about the change. Another example 

is the evaluation of major corporate decisions such as building a new plant, introduction of a new 

product or technology. To be aligned with the new strategy, one of the deciding criteria must be 

the environmental impact of the investment.  

 

Implementing the environmental changes does not necessarily have to cost a lot of money. A new 

vision that gives a clear direction and aligns the company’s effort might as well uncover some 

projects or processes that go wrong way. By stopping those and transferring the resources to 

other objectives, a company can become much more effective. Winsemius and Guntram (2002) 

illustrate it on the example of a department that is in companies usually responsible for the 

compliance with current environmental regulations, handling crisis and so on. In a green 

corporation this department looses its sense since the business is well beyond the maximum 

limits and should rather focus on sensing the changes that the future might bring. The authors 

suggest transforming the employees into consultants who are assigned to business units and use 

their knowledge to provide innovative green ideas. These internal consultants could then be 

reporting to a special unit with its leader having a top executive position. Such a team of experts 
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located at the headquarters could provide a necessary training for top management which, as 

suggested, needs to be supportive to the business unit managers. The advantage is that they can 

offer effective coaching and consulting at all levels of the corporation. Due to its non-hierarchical 

and therefore less threatening nature it serves as a good motivator and builds confidence. 

 

7.3.6. Planning for and creating short-term wins 

Soon after the first changes took place and the firm is slowly turning towards a green 

organization, the executives must not forget to emphasize some early achievements. This might 

sound like an unimportant step but these early victories are necessary. They are appreciated by 

general employees, the implementation group as well as top executive of the company. By 

communicating short term results the guiding coalition can demonstrate the credibility of the new 

vision towards employees and further bolster their effort. Similarly, these first wins send a good 

signal to the top management and ensure their support and commitment in the future. Finally, it 

provides a valuable feedback for the guiding coalition which has now a chance to evaluate 

achievements according to the plan and make some adjustments if necessary. After several 

months of hard work these early victories bring fresh energy and again increase motivation of the 

whole team to continue their effort. 

 

Communication and celebration of the short-term achievements serves to other purposes 

mentioned in the previous steps as well. It is an effective way how to communicate the green 

vision and stress the importance of the change. The achievements can be highlighted and publicly 

recognized by giving special awards, publishing articles, reports, statements, or newsletters. The 

most important is that the message reaches a wide audience. On the other hand, the rewards 

should not be given out for free (Winsemius and Guntram, 2002). After all, it is part of the 

business unit managers’ job to implement a corporate strategy. These people are often positioned 

at the fourth level of the Maslow’s hierarchy of needs and therefore the protection of the 

environment should be a natural thing for them. Having said this, only exceptional achievements 

and innovative solutions deserve the reward and recognition. A truly outstanding commitment to 

the environment has also the possibility to win recognition from “outside” such as The Business 

Commitment to the Environment Environmental Leadership Awards in the UK. 
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It is not exactly stated when these early wins should first appear. It depends on the size of the 

company, complexity of the project, and many other factors. Executives are often busy focusing 

on the long term achievements and forget about the short-term horizon. In most cases it should 

not take more than 12 months from the kick-off to the announcement of the first results. 

However, the quality of the achievements is equally important. The change needs to be real, not 

just made up by manipulated data. The people need to be able to see it. When going green this 

can be a new line of ecological products, new green production process, new trees planted, or 

elimination of toxic material within the organization among others. The list is limitless as long as 

it is in alignment with the new vision. 

 

7.3.7. Consolidating Improvements and Producing Still More Change 

As the early winnings are celebrated, the leaders should not forget to remind that the change is 

not completed, yet, and that it will require a lot of extra effort and energy in the future as well. 

The celebrating speeches appreciating the achievements, the external consultants paid and sent 

home or similar signs can be easily interpreted as the ultimate victory, the end of the 

transformation. Especially the people who were resisting the change until the end are now strong. 

They spread the message about the implementation to be over and the momentum can be easily 

lost. However, it is not over until the green vision is embedded in the corporate culture (Kotter, 

1996).  

 

The leaders must keep on executing tasks outlined in the previous steps – keep the level of 

urgency high, communicate the vision, and support the guiding coalition in their implementing 

effort – just to remind people that their active participation is still required. Otherwise everything 

returns fast to the original stage and the green effort will be just a matter of the past. It is up to the 

top management to maintain the right direction, supervise the overall change towards green, and 

delegate the executive power with the corresponding responsibility to the lower levels of the 

organization’s hierarchy.  

 

7.3.8. Institutionalizing new approaches 

The aim of the last step of the implementation process is to ensure that the environmental 

concerns will stay with the company forever. This requires the green dimension to be embedded 
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in the company’s culture. The values and habits that have been shaped in the past through the 

execution of the green vision need to become natural part of the organization. The corporate 

culture is intangible, rooted deeply in the organization and its change requires a lot of time. One 

of the tools that top executives have available is the human resource policy. The criteria for 

career advancement, the evaluation schemes, will suggest the current employees what kind of 

behavior and values are appreciated. The perspective employees will of course adjust very 

quickly to the new system. Furthermore, the executives need to ensure that the newly hired 

people are screened according to the new system of values. Hiring people who are naturally 

aligned with the green business strategy and reshaping the values of the current employees will 

ensure the alignment of the overall organization with its green vision. 

 

To enforce employees to accept the new culture the leaders need to show them the benefits that 

the change has already brought to them during the implementation phase. In the case of a green 

company these evidences can be newly acquired customers, higher revenues due to penetration of 

new market segments, higher shareholders value and so on. Experiencing such benefits from the 

new vision will motivate the people to accept the new culture much easier than just written 

memos and received orders from top executives. Again, the appropriate message, communication 

channels, and intensity of the communication are the key to a successful accomplishment of this 

task.  

 

The eight steps framework is a simple theoretical model and, yet, its correct application during 

the implementation of the green strategy can be the deciding factor between a success and a 

failure. It is based on the experience from real companies and an observation that the 

implementation of a change always goes through a series of phases. By executing the tasks step 

by step managers can avoid making important mistakes, preserve the natural environment, and 

maintain their business competitive in the upcoming years. The role of the communication 

throughout the company is strongly emphasized. The correct message, appropriate channel, and 

frequency are all important factors. Besides that the vision need to be created by leaders who are 

able to convey it to others. They must start the implementation process by changing their own 

behavior first and serve as the best examples for the others. 
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Chapter 8: Green alliances 

 

The previous chapter has shown how a corporation can implement the green vision internally. 

Already from the text is obvious that such a challenging task involves a considerable amount of 

risk. Thus some organizations decide not to go this way alone and rather entre into partnership 

with one or more subjects. These subjects can be other for-profit organizations, government, 

international organizations, or non-governmental organizations (NGOs). The green alliances – a 

term used for a collaborations aiming to find a solution to the parties’ environmental problem 

(Crane, 1998) – is a phenomenon of recent years and both academics and practitioners see a big 

potential in it for all interested parties as well as for the actual natural environment. The 

following text will therefore explore the possibilities that green alliances offer and point out the 

most important factors that distinguish these from the traditional business-to-business 

cooperation. After a short introduction I start with the discussion of the motives that are behind 

the willingness of various subjects to engage in green alliances. Afterwards the different types of 

alliances will be discussed and a general process how to form a cooperation will be shown. The 

major pitfalls that collaboration of business and NGOs brings are discussed throughout the text. 

 

The green alliances are a new step in the evolution of the relations between the business sector 

and the public sector, particularly NGOs. Both parties have realized that a productive dialog and 

cooperation can be more productive than heated debates or public protests. Now they see that 

solving problems together, combining their expertise, and utilizing it in collaborative manners 

makes it easier to reach their missions.  

 

On the other hand, green alliances have also some disadvantages. Engagement in a partnership 

requires both partners to collaborate closely and have understanding for other partners’ 

perspective. NGOs can sometimes be unstructured, unfocused, and simply have a different 

working culture which may cause clashes with a strict business structure. The profit orientation of 

the for-profit organizations is in principle incompatible with the values that NGOs have. On one 

hand we have firms that want to maximize the consumption of their products, on the other hand 

there are NGOs wanting to sacrifice consumption for preservation of natural environment. It is 
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one of the objectives of this whole paper to prove the possibility to find a solution acceptable for 

all parties, even though it is acknowledged to be very difficult to reach.  

 

8.1. Benefits of partnership 

The success rate of joint ventures in the private sector is generally very low. Yet, companies still 

create new partnerships and try to share the best practices and knowledge. Let us have a closer 

look at the incentives for various subjects to enter an alliance and their possible contribution: 

 

For-profit sector: 

A firm in the 21st century is expected to play other roles in the society that just making economic 

profit. Building upon the Maslow’s hierarchy of needs, a corporation has also a social and 

environmental responsibility. Thus, cooperation with NGOs is an opportunity how to present 

itself in the public as a good citizen, especially when a positive public image leads to further 

economic gains by increasing sales in the current markets or penetration of new ones. In addition 

to this, the successful cooperation with an NGO represents a possibility to get involved in more 

ambitious projects with the same or new organizations.  It has been found that people tend to trust 

NGOs much more than to corporations when it comes to the environmental issues (Peattie, 1999). 

Thus, private subjects get a higher credibility when engaging with environmentalists. In exchange 

for these gains the private sector can contribute with financial and technical skills. The 

preservation of nature is one of the areas that are still lacking sufficient funds and corporation 

often search for new investment opportunities. Both for-profit players and NGOs poses expertise 

in specific fields and all partners will certainly profit from its exchange. 

 

Non-governmental organizations 

Contrary to the private sector, the NGOs’ priorities lie generally in protection of environmental or 

social values, which is often in contradiction with the economic ones. Their engagement in the 

cooperation is based on the possibility to influence the projects, have some control over the 

firm’s activities, and use their expertise to create superior technological solutions that are in the 

end beneficial to their cause. Their most valuable assets apart from the environmental, scientific, 

and legal expertise are the possibility to create awareness of the project, make it more transparent, 

and credible. NGOs can also be used as a mediator connecting various stakeholders who have 
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problems to communicate otherwise. For example Organic Exchange brings together producers 

and buyers of organic cotton. Some NGOs have the power to influence a policy making process. 

They can also make the involvement of communities a positive factor. Just like in case of private 

sector, the NGOs put at stake their image. A success of a project increases their chance to get 

involved in other projects in the future. 

 

Government 

The purpose of every government is to create such environment that best fulfils the needs of its 

citizens. As the government wants to fulfill its obligations towards the population of the country, 

it finds it useful to participate in such alliances that aim to improve the natural environment and 

contribute to the improvement of the living standards. In exchange the government can contribute 

with financial, technological, or human resources depending on the needs. The involvement of 

the government in the project can also increase the legitimacy of the alliance itself.  

 

International organizations 

International organizations (i.e. United Nations) have often been active participants in various 

activities promoting sustainable development. Their function in the green alliances is partially 

similar to government and partially to NGOs. They have a good access to experts from various 

fields. They can address the issue globally and raise wide public awareness due to their 

international reach. International organizations can also act as observers or mediators between 

un-collaborative parties.  

 

The motives for joining the forces are on all sides. It is only up to the involved parties if they 

manage to set up the alliance right and exploit the potential. Various types of cooperation 

depending on the purpose of the alliance, a degree of involvement, or potential gains have been 

identified in the literature and are discussed in the following text. 

 

8.2. Types of cooperation 

The green alliance can take various forms based on a particular case. Winsemius and Guntram 

(2002) classify the types of partnership into three different categories - the conflict prevention, 

benefit exploration, and win-win - which are presented in the text bellow. For comparison, 
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Glasbergen and Groenberg (2001) distinguish four forms: round tables, partnerships, research-

oriented projects, and development of sustainable products. Hartman and Stafford (1997) 

describe six different forms that managers have available to choose from: licensing arrangement, 

corporate sponsorship, product endorsement, task force (co-development of environmental 

products/process solutions), system alliance (co-implementation of policies, systems and 

programmes), and public policy alliance (co-research for policy proposals).  

 

8.2.1. Conflict prevention 

The conflict prevention alliances with NGOs are used “to prevent the escalation of mutually 

damaging conflicts” (Winsemius and Guntram, 2002, 150). It is a good option for those 

managers who realize that a potential confrontation with other stakeholders would demand much 

more financial and human resources than a dialog. Out of the three types of cooperation this one 

requires least commitment and resources and is therefore suitable particularly for companies who 

do not have much previous experience with (green) alliances.  

 

The advantage for top management from the private sector is that these coalitions tend to focus 

on achievement of short term, tangible goals rather then superior but blurry visions to be reached 

in the long run. This enables the managers to develop detailed plans and monitor the progress. 

Since it does not require full involvement, it can be relatively easily terminated by any party. 

Another advantage from corporations’ perspective is that the achievement of the – often 

unambitious – goals lowers the negotiating power of the partnering NGO to demand further 

improvements (Winsemius and Guntram, 2002). When building a new plant, companies like Dow 

Chemicals or Monsanto often set up local advisory panels with members from community, 

environmental groups, and other stakeholders that have a possibility to influence the building 

plans. Once the factory is running, the advisory panel is either cancelled or operates with 

significantly lower power. Other examples of conflict prevention partnership may include the 

Marine Stewardship Council (created as a result of cooperation between Unilever and World 

Wildlife Fund to promote sustainable fishing practices) or alliance between McDonald’s and 

Conservation International to promote sustainable practices throughout the McDonald’s supply 

chain. In 2006 Wal-Mart announced an alliance with Conservation International and World 

Wildlife Fund to ensure ethical sourcing policies for its seafood products. 
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The hind side of these collaborations is of course the value of the accomplishment for all 

involved parties and for the natural environment. If a company is serious about having a truly 

green solution, it should probably choose any of the other two options. The solution to the real 

problem is often not found in the conflict prevention coalitions and the environmental interest is 

met only to a certain extend. Its role plays also the relative size of the coalition partners and their 

commitment. If the cooperation directly involves only few people, their relocation can seriously 

affect the partnership. They also have a limited possibility to connect with other relevant partners 

who could provide expertise and contribute to finding the most suitable 3E solution.  

 

Despite these disadvantages the managers should not avoid conflict prevention partnership. In 

some cases it is really the best form of cooperation and most importantly it can be a trial to check 

out a partner. If the chemistry is good and they both see the possibility for synergies, they can 

engage to a closer, committing alliance aiming at long term green goals.  

 

8.2.2. Benefit exploration 

Contrary to the conflict prevention partnership, this kind of alliances often sets longer term and 

more ambitious goals. It is often formed to explore a certain issue and search for potential 

solutions. Such a research requires a lot of resources and that is the main reason why benefit 

exploration partnerships are formed. The joint research demands a full commitment of all the 

members until a possible solution to a problem is found. Sometimes even the whole local 

industry is (involuntarily) involved when the issue is very complex and the exploration requires a 

large amount of (financial) resources. Everybody’s involvement is then a form of prevention 

against free riders. Benefit exploration partnerships include for example The Pew Center on 

Global Climate Change or Dual System Deutschland, which is dealing with packaging waste in 

Germany. 

 

Due to its medium term orientation the partnership puts a pressure on the alignment of goals 

among partners. The members need to be able to cooperate, share information, and be truly 

committed to finding the solution. Having said this, the disadvantages of benefit exploration 

alliances are very often found in a weak alignment of member’s vision and inability to effectively 
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cooperate. It is also possible that a change of circumstances makes the mission of the alliance 

inaccurate or that the whole alliance looses a sense for example due to a new technological 

breakthrough.  

 

Higher level of commitment of benefit exploration partnership promises a more innovative 

solution to be found and therefore makes a more significant contribution to the competitive 

advantage of a company. Firms, and especially those who want to go green, value this 

cooperation due to the pool of resources that enables them to move faster towards a green 

solution. After achieving its purpose the coalition can continue during the implementation phase 

of the green vision but this does not have to be the case. The managers who decide to go green 

but do not have the right technology for it, yet, will find the joint exploration very beneficial and 

feasible. On the other hand, the managers who already have a technology ready and just need to 

implement it should consider other options. 

 

8.2.3. Win-win 

The win-win is the most promising form of partnership in terms of finding the greenest solution. 

It is little bit ironic that it often consists only from the private sector organizations. A government 

usually has little to contribute, is too slow, and bureaucratic. If NGOs are included they often 

serve as mediators or marketers of the discovered solutions. The motive of forming this kind of 

alliance is to pool resources and expertise in order to find a truly 3E solution. The product is then 

utilized by all involved players to gain high social, political, and financial results. The members 

in win-win alliance are highly committed in the long run. Thus they need to know each other well 

and have a very close understanding of each others needs. The nature of this partnership makes it 

the best option for companies that want to achieve a competitive advantage by applying green 

technologies or products. The Environmental Defense Fund (EDF) and the Environmental 

Protection Agency (EPA) are among the most active non-profit subjects engaged in this kind of 

alliance. The cooperation of EDF and McDonald’s on conservation of resources and waste 

cutting in the early 1990s had very positive results in terms of environmental as well as financial 

savings for the fast-food chain and became a well known example of how companies and NGOs 

can cooperate. More recent partnerships include companies such as FedEx, UPS, Starbucks, 

Norm Thompson, or Citigroup. Also Wal-Mart has recently entered several partnerships in order 
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to pursue its green vision. It cooperates for instance with Rocky Mountains Institute on 

improving fuel efficiency of Wal-Mart’s heavy trucks fleet. Apart from a significant reduction of 

carbon footprints the net savings are expected to reach $ 494 million a year by 2020, and more in 

later years (www.rmi.org). 

 

 The win-win option is potentially the most effective form of cooperation in respect to the 

preservation of the natural environment. On the other hand, it requires a lot of managerial skills 

and time in order for it to produce positive results (Winsemius and Guntram, 2002; Hartman and 

Stafford, 1997 and others). The following text aims to provide the answer on how to make the 

alliance work. 

 

8.3. Forming a green alliance 

Taking the managerial perspective, the process of forming a green alliance can be divided into 

four stages (figure 8). Even though they are presented as sequential, they often run in parallel and 

with feedback loops at each stage. The text will be mainly focused on the partnership between a 

private sector and NGO since the cooperation between two private business entities has already 

been widely discussed in literature. 

 

 

 
 

Figure 8: Model of alliance building process 
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8.3.1. Find a partner 

To find a suitable partner is a crucial step in starting a green coalition and should be done as soon 

as the need for a solution emerges. When screening potential collaborators among NGOs, 

managers must be aware of what their company has to offer and what it is they are looking for. 

Depending on the purpose of the partnership they might need an NGO with wide technological 

expertise or an NGO with good product evaluation skills that has an extensive network. In any 

case the partner needs to be able to contribute equally to the alliance in order to be able to fulfill 

its mission. Due to the importance of the positive public image, which is a by-product of green 

alliances, the NGO should be well recognized in the particular industry and have a good 

connection to the media. The difference in the size of partners does not have to be a problem. 

Even a small NGO can provide significant contributions for example by having a detailed 

knowledge of local environment or niche technological expertise (Livesey, 1996). What matters 

is that the contribution by all partners is equally valuable. 

 

As already mentioned, there is most likely going to be a significant difference in goals of 

partnering organizations and therefore the managers need to ensure that the objectives of the joint 

cooperation are compatible. The private organization has to be also ready for a different working 

style of NGOs. “For corporate officials, this means trying to understand the emotional and 

spiritual views of environmental groups. For environmental groups, this means having the 

willingness to temper their idealism and moral convictions to pursue cooperative, often 

compromised, solutions (Milliman, Clair and Mitroff, 1994). “Green alliance partners need to 

accept the value differences, see conflict as a means of reevaluating objectives, find common 

ground and celebrate incremental progress” (Hartman and Stafford, 1997, 197). In any case the 

partners’ close cooperation and interconnectness are very important for the success. 

 

8.3.2. Set up a team and develop research the options 

If two or more partners agree to join forces, the next step is to clearly define the scope of the 

collaboration and possible approaches to the solution. The best way to do this is to set up a 

special cross-functional team with members representing all important stakeholders. The team 

members should possess not only superior technological expertise from various fields relevant to 
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the problem but also good interpersonal skills, so that they are able to look at the issue from 

different perspectives. The team does not have to have a lot of members to allow reaching 

agreements but should be well-connected to peripheral members and organizations which can be 

contacted when their opinion needed is (Isabella, 2002). The team should explore the issue at 

hand and propose few alternatives how to approach it. To pursue its green vision, Wal-Mart has 

set up 14 functional networks involving employees, educators, external experts, suppliers and 

others. The networks are so-called think tanks generating and implementing new ideas. 

 

8.3.3. Agreement and implementation 

In the next phase, the partners should produce an agreement from the proposed alternatives. The 

agreement should encourage collaborative behavior, clearly allocate risk, rewards, and be enough 

flexible to absorb some at that time unknown development. Especially when green alliances 

evolve around explorative tasks (such as research of new technologies that are highly uncertain in 

the output) the partners should expect requirements to change and see the costs as uncertain. 

Finally, the contracts should also use a dispute resolution mechanism to prevent minor disputes 

from escalation leading even to an early termination of the collaboration (Loch, DeMeyer, and 

Pich, 2006). 

 

Even if the rules are set clear and all partners are engaged in the decision making process, there 

might still be situations when extra activities need to be done or changes need to be made, which 

are not in the best interest of one or more actors. It is more likely that these affected actors will 

accept the decision if they believe that they were treated fair. Therefore, all members of the 

alliance should focus on building trust and treat their collaborators fair in order to prevent any 

dispute and keep the collaboration moving forward (Loch, DeMeyer, and Pich, 2006). Similarly, 

the managers should keep in mind that actions have better effect than just nice words. Therefore, 

by doing an extra step and being supportive managers can demonstrate their commitment and 

collaborative spirit which will further help to get through any crisis they might experience (Loch, 

DeMeyer, and Pich, 2006). 
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8.3.4. Learn from the cooperation 

The last step of the model is to remind managers that such an engagement in green alliances is a 

valuable experience. By learning from mistakes and enforcing its strengths the company can 

improve its collaborative skills leading to a higher successfulness of all alliances in the future. 

 

8.3.5. Control & Scanning 

The control arrow in the model is indicating that there should always be a loop to the previous 

steps of the partnership process, which enables the managers to keep the cooperation on the right 

track and ensure that the goals originally set are going to be fulfilled in the end.  

 

The scanning arrow symbolizes technological progress. It is in the best interest of all partners to 

be up-to-dated with the latest discoveries in related areas. Any relevant invention made by others 

during the collaboration might represent potential threats or opportunity for a new direction and 

should be incorporated in the project to ensure the best output.  

 

Green alliances have a big potential for all subjects that dare to enter them. Besides gaining a 

good public image by publicly demonstrating environmental concerns, there is a possibility to 

increase market shares on the current markets or even entre new ones with the new green image. 

The technological expertise and collaborative skills can be also utilized to strengthen the 

competitive advantage of the organization. However, green partnerships are not without risk. 

Especially those made with government or NGOs represent a real challenge for managerial skills 

of the private corporations. They need to be able to make the different working cultures 

collaborative, create mutual trust, and align the objectives of all actors. If they succeed, the 

reward is worth the effort. 
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Chapter 9: Final conclusion 

 

Successful companies have always been those that managed to satisfy the customers and 

stakeholders’ needs best. Green business represents a new opportunity to serve those needs in a 

better way. It has emerged as a reaction to the increasing environmental concerns among people. 

The deterioration of the natural environment is decreasing quality of life, and forcing people to 

re-evaluate their priorities and in some cases even evokes a change in the lifestyle. The green 

strategy is an attempt of firms to align their objectives with customers and stakeholders and 

hereby ensure its own license to operate. In some cases, this even leads to formation of alliances 

between groups that were generally perceived as nemeses in the past, the profit-oriented and the 

environmental non-governmental organizations.  

 

Many companies have already noted this new trend and address the issue in various 

environmental reports and other marketing materials. Only some executives in the world are able 

to look beyond the horizon of a few years and realize that more fundamental changes in the 

company’s operations need to be made. Few of these know how to approach this problem. Thus, 

it was the aim of this thesis to assist on making this turnaround towards the business green and 

advise what resources should be mobilized to achieve a green sustainable competitive advantage.  

 

Running a green business requires a holistic approach to business that not only considers but also 

actively seeks the participation of various stakeholders, in order to arrive at the desired solution. 

The organization, as well as the individual, is now required to think in economic and 

environmental terms at the same time. Such acting can only be achieved if it is rooted in the 

corporate culture that unites all employees. Thus, executives who want to go green need to start 

big – the fundamentals of the company need to be shaped. Providing that the company is ready, 

the sense of urgency needs to be established among stakeholders to make them move. After the 

green vision is created and widely accepted, the process of implementation can begin. The 

support of the top management is crucial throughout the whole ongoing change. They must 

monitor the process, remove the barriers inherent in the old system, and most importantly act as 

examples for others. As the first results are emerging, the early wins should always be 

highlighted to demonstrate the company’s commitment and behaviour that is valued. The 
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ultimate goal of the greening process is its rooting in the corporate culture. Without that there is 

always a danger that the changes will be fleeting. 

 

A partnership with various organizations has been suggested as a potential option available to 

managers. It enables them to gain outside expertise, share risk, and it also creates a positive 

public image. Green alliances can take various forms depending on the particular case. Attention 

needs to be paid to the alignment of objectives of all involved parties, the compatibility of 

working styles, as well as the assessment of parties’ willingness to commit to the project for a 

necessary period, as these represent the main sources of failure of the green collaborations based 

on the experience so far. 

 

The strategic benefits that the ecological business brings along have been also addressed in the 

paper. The emphasis was put on the possibility to achieve a so-called green sustainable 

competitive advantage. The green image enables the company to better compete in the market by 

being better responsive to the forces that shape the environmental arena and gives the firm an 

opportunity to participate in the greening process by creating new standards. High environmental 

compliance can be also utilized as a differentiation factor when entering new markets with less-

than satisfied demand for ecological products. New consumer segments can be also entered when 

focusing directly on customers’ needs and hereby substituting products that are only the means of 

fulfilling them.  

 

The following three resources have been identified as valuable for a company that wants to be 

green: entrepreneurship, commitment to environment, and corporate social responsibility. They 

imply that it is not only the ability to come up with innovative products or business models but 

also public image and communication play a crucial role on success. The consumers’ green 

buying behaviour is largely influenced by their confidence in the greenness of the organization. If 

it is positive, they are even willing to compromise on the product performance or price. 

Consumer knowledge about environmental issues, their concerns, values, attitudes, and 

willingness to change behaviour are all factors influencing a green purchase. Through effective 

communication targeting these attributes, a green firm has the possibility to stimulate demand for 

its products.  
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The conclusions and suggestions provided in this paper are generic and thus – despite the 

uniqueness of each business - applicable on most businesses. The list of explored topics is, 

however, not comprehensive and thus, managers will need to add and tailor these points to suit a 

particular case. Their own experience and experience of fellow colleagues in other profit-oriented 

organizations will be the best source of knowledge as there is no single path of excellence and, 

most importantly, there is still a lot to learn about green strategies. 
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