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Abstract

Most small firms see no reason to address the environmental aspects of ther
businesses. Any action taken is often a response to legidative and regulatory
pressures rather than positively seeking new opportunities from environmental
management. Largely firms work within conditions of uncertainty, and a sizeable
part of company behaviour is probably governed by habit and following a set of
routine rules. Hypothesising the significance of the role of top management is
important, and in convincing the small businesses to choose cleaner technologies,
this paper discusses the relationship between the role played by the management and
the culture of the small businesses in adopting environmental initiatives. Face-to-face
interviews were carried out across three manufacturing sectors and four Member
States. Results indicate that, regardless of the fact that managers exhibited concern
towards the environment, most small firms do relatively little about the environment

in practice.
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1.0 SM Es and environment

Smal and medium sized enterprises (SMEs) are important to al European
economies. They create jobs (Birch, 1979), build effective networks and make a
positive contribution towards socia inclusion. They are a urce of innovation and
competition, create a dynamic, healthy market economy and preserve a stable
economic base (Morris and Brennan, 2000; Gray, 2000). Their work is strongly
customer-oriented and they are a source of innovation and entrepreneurial spirit, as
they create competition and are the seed for future businesses (Hillary, 2000). SMEs
represent a significant part of the European industria landscape, accounting for
99.8% of the total number of companies in the Union; Two thirds of employment;
and 60% of value added.

The relative contribution of SMESs to the total industrial environment impact though
is unknown, but their sheer numbers may mean that their impact on the ecosystem
could be substantial. The Marshall Report (1998), which originally endorsed
proposals for a climate change levy, estimated that as much as 60% of carbon
dioxide emissions from businesses result from the activities of SMES. Most research
in this area though, has focussed on large firms and their impact on the environment,
the impact of small firms continues to be an under-researched area (Hillary, 2000;
Noci and Verganti, 1999).

Some SMEs have aready taken the lead in managing their own environmental and
social impacts in a well structured way. They have environmental management
systems in place, they report on environmental and social performances, train and
qualify their staff on environmental ethics and work in cooperation with other firms
along the supply chain to reduce the environmental impacts of products and services.
However, a majority of SMES are still characterised by their lack of awareness of

their environmental and socia impacts and the management of such issues.

For the benefit of the environment and the wider societal context, SMESs till need to
be involved in the drive towards sustainability. They are an essentia contributor to
attaining reduction targets set by the “Kyoto Protocol to the United nations



Framework convertion on Climate Change’ (see e.g. Ott & Oberthur, 1999); or to
reaching policy targets like “Factor 4/10" (Weizsacker et al, 1997).

Despite considerable efforts by governments to inform SMEs of the potential
economic benefits from positively managing their environmental performance and
investing in clean technologies, most SMEs see no reason to address the
environmental aspects of their businesses. Any action taken is often a response to
legidative and regulatory pressures rather than positively seeking new opportunities
from environmental management (Gerstenfeld and Roberts, 2000; Hutchinson and
Hutchinson, 1997).

The message does not even get through on the need to comply with environmental
regulations. This can partly be explained by the fact that SMES are unreceptive or
unable to interpret the relevance of the legidation to their business (Hillary, 1995;
Gerstenfeld and Roberts, 2000; Hutchinson and Chaston, 1994). SMESs perceive that
legidative compliance is expensive (Petts et al., 1999) and therefore regulation is
resisted due to its impact on profits; moreover, owners of small businesses tend to

favour economic interests over social or environmental considerations (Tilley, 2000).

SME owners feel limited responsibility towards the environment, due to their belief
that their contribution towards environmental impact is negligible (Hillary, 1995;
Holland and Gibbon, 1997; Smith and Kemp, 1998; Rutherfoord and Spence, 1998).
Furthermore, small businesses lack the time and money to investigate their
environmental performance or access the high cost consultancy support network
(Hillary, 2000, p.140). Research conducted by Tilley (2000) and Ludevid (2000)
shows that SMEs resist voluntary initiatives that promote self- regulation due to fears
of ‘freeriders and alack of ‘level playing field'.

2.0 SMEs and management

In most small businesses, management and ownership of the firm are frequently
synonymous. As a result, the owner/manager has a major impact on the performance
of the business (Storey 1994). The significance of the role of top management is
important and an understanding of how they become convinced to choose cleaner

technologies given the competitive position of the enterprise is crucial (O’ Connor



1997). Research shows some managers are more likely than others to take steps to
avoid negative environmental outcomes even when these are purely external (Gray,
2000; Morrison, 2000; Mitra and Matlay, 2000). Such management behaviour could
result from an ethical alegiance to valuing the environment per se (Etzioni 1988)
and/or a market structure, which relax the constraint on firms to maximise profits and

therefore allow the pursuit of awider range of management goals.

Due to their size and number of employees many SMESs have simple structures and

systems. Mintzberg (1999) describes smple structures as  follows:

“... It (structure of SMESs) has little or no staff, a loose division of labour and a small managerial hi-
erarchy. Little of its activity is formalised, and it makes minimal use of planning procedures or train-
ing routines. ... Power tends to focus on the chief executive, who exercises a high formal profile. ...
The creation of strategy is, of course, the responsibility of the chief executive, the process tending to

be highly intuitive.”

The approach that firms use to deal with environmental issues is a growing area of
contemporary management research (Fineman 1997; Welford 1995). Gerrans and
Hutchinson (1998), Merritt (1998) and Ludevid (2000) have shown that many small
business ownersmanagers have a high awareness of their role in environmental
remediation, and have a desire to take action. However, most studies have reported
that there is often a great deal of difference between the stated attitude of
owners/managers and the actual environmental performance of the firms. Tilley
(1998), Hutchinson and Chaston (1994) and Petts et al. (1999) have al reported a
similar dichotomy between attitudes and environmental performance amongst small
business owners/managers in the United Kingdom and continental Europe. This gap
has been termed the small business problem in environmental management (Merritt
1998; Tilley 1999).

Hodge (1995) has pointed out that the solution to environmental problems requires

analysis and understanding of

‘...incentive and choices at the very microeconomic level. Why do individuals and firms make
particular choices and how can we persuade themto act differently? Even at this scale, the factors are

many and complex’.



Petts et al. (1998) argued that the relationship between behaviour and attitudes, and
the discrepancy between what managers say and do about environmental matters,

needs more investigation and explanation.

The fact presented in this working paper is part of a mgor EU- funded study. The
aim of the study was to identify and evaluate the importance of factors that help and
hinder the adoption of environmental initiatives by SMEs across four member states.
The countries selected for the study were the United Kingdom (UK), the Republic of
Ireland (ROI), Germany and Italy. The justification for this set of sample countriesis
provided by the extent to which they vary with respect to both environmental

regulation and productivity. There was broad coverage in al countries except Italy

where the investigation concentrated in the North-Eastl, particularly the three
regions of Veneto, Friuli-Venezia Giulia and Trentino Alto-Adige (usualy defined as
Triveneto). The UK data (including Northern Ireland) and the ROI were aggregated
since there was insufficient variation in economic performance and environmental

requirements to justify treating them as separate jurisdictions.

SMEs commonly dominate resource and emission intensive trades such as metal
finishing, textile manufacturing, printing and dyeing, food processing and chemical
production etc. (Hobbs, 2000). The three industrial sectors that were selected for
Investigation were furniture, textile finishing, and fruit and vegetable processing.
These three sectors have environmental characteristics that cut across the majority of
areas where environmental protection is relevant. They were also industries where
SMEs are important and industries which have a significant EU presence in each of
the chosen countries. Simultaneously these countries represented variations in
environmental regulatory stringency and enforcement, and economic performance?
of the sectors studied.

1 The economy of North-East Italy is characterised by traditional manufacturing industry including textiles, clothing, footwear,
leather and furniture.

2 Germany is the leading furniture producer in Europe, followed by Italy and both countries are among the top 10 furniture
exporters in the world. The largest textile industry in the European Union (EU) is in Italy. Food and drink is the largest
industrial sector in the EU with production equal to approximately €600 bn. The importance of the EU fruit and vegetable
processing and preserving sub-sector is small relative to other sub-sectorsin the industry. Germany had the largest output share
of the EU member statesin 1997 accounting for 18.4% of total EU production, followed by the UK with ashare of 17.1%, Italy
had a14.7% share and Ireland had the lowest output share accounting for only 0.55%.



One of the hypotheses of the research was that the internal ‘culture’ of the firm is
important in effecting environmental decisionmaking and environmental
performance. The significance of the role of top management is important and an
understanding of how managers become convinced to choose cleaner technologies

given the competitive position of the enterprise.

This paper focuses on the characteristics and experience of the above average
environmental performers, in comparison with the average performers in the
industry, and more specificaly the relationship between the role played by the
management and the culture of the small businesses in the take up of environmental

initiatives.

3.0 Methodology

To assess the influence of the interna culture of the firm as regards environmental
values, a questionnaire* was designed to measure management attitudes to
environmental issues. This questionnaire was completed by the 294 managers of the
companies that participated in the face-to-face interviews from across the four
countries and three manufacturing sectors. On an average 66 percent of the total
firms across the three sectors and four countries, responding to the survey fell in the

category of 1-10 employees, and 34 percent in the category of 101-500 employees.

A series of questions were asked in order to evaluate management’s attitude to issues
such as environmental concerns, government policy towards the environment and the
effect of environmental policy on the individual firm. Attitudes were measured in a
number of ways to cross check on the consistency of responses and there was no
attempt made to ascertain the rationale for the attitude held.

A cultural score was calculated based on the degrees of agreement or disagreement
indicated by each firm’s response to 15 statements from this set of 4 questions. For
each statement a maximum score of 4 (for those who fully agreed) and a minimum of
1 (for those who fully disagreed) were allotted. The sum of scores for the 15
statements made up the cultural score. Firms who partially agreed to the statements



thus scoring 3 for each statements were set as the borderline firms for pro-
environmental attitude, hence the figure of 45 (for the 15 statements) as the cultural
score was arrived at. Firms with acultural score of 45 and above were classed as pro-
environmental and firms with a score less than 45 were classed as anti-
environmental. Information gathered from the cultural questionnaire was classified
initially under four categories viz. (i) Pro-environmental; (ii) Partidly pro-
environmental; (iii) Partially anti-environmental and (iv) Anti-environmental.
However, due to fewer responses under categories (ii) and (iii), categories (i) and
(if) were grouped together to form the pro-environmental group and categories (iii)

and (iv) were grouped to form the anti-environmental group.

Firm culture was measured by considering the responses to eight questions and
determining if the firm adopted a pro-environmental or anti-environmental attitude.
The responses to the first four questions (Q1 to Q4) measured on the Likert scale (1—
4, Likert 1932), in the cultural questionnaire played a key role in determining the
attitude of the firm (see Annexfor questions 5-8).

Q1: To what extent do you personally agree with the following statements?

a. People worry too much about the fact that economic development damages the
environment.

b. Economic development cannot be supported by the natural resources available.

c. Nowadays, full employment is more important than environment protection.

d. It isright to increase taxation for industries which pollute.

From statement a, the two degrees of agreement (fully agree and partially agree)
denoted an anti-environmental attitude while the two degrees of disagreement
(partialy disagree and fully disagree) in the same statement indicated a pro-
environmental culture. However, with the objective of checking the coherence of the
responses, the scale in statement b was inverted whereby the levels of agreement
signified a position of pro-environmentalism while the degrees of disagreement

indicated anti-environmentalism.

3 Questionnaire could be requested from the authors.
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In statement c, the position of anti-environmentalism is demonstrated by the degrees
of agreement while that of pro-environmentalism by the expression of degrees of
disagreement. In statement d, the position of pro-environmentalism is very delicate
because it means justifying an increase in taxes to achieve ecological objectives. In
fact sometimes firms that had earlier indicated a pro-environmental attitude
expressed a position of anti-environmentalism by recording their disagreement with

this statement.

The responses to question Q2, which concentrates on energy conservation, and to
guestion Q3, which focuses on waste reduction, were classified in a straightforward
manner. Fully or partially agreeing to the statements represented a pro-environmental
viewpoint whilst fully or partially disagreeing indicated an anti-environmental
attitude.

Q2: There are various strategies by which governmert could encourage companies to
use less energy. To what extent do you agree with each statement?

a. To invest public money in information campaigns, to encourage companies to use
less energy.

b. To increase periodically taxes on energy consumption.

c. To increase taxes for companies which use an excessive amount of energy.

d. To reduce taxes for companies with low-energy production cycles.

Q3: There are various means by which the government could try to encourage
companies in your sector to produce less waste so as to protect the environment. To
what extent do you agree with each statement?

a To invest public money in information campaigns to reduce waste.

b. To prohibit an excessive use of packaging for products, even if they become less
attractive for the customer.

c. To increase taxes for companies which do not collect the products at the end of the
life-cycle.

d. To reduce taxes for companies using recyclable materials.

The attitude of the firm to environmental legisdation and its implementation was

sought in question 4. Agreement with the first statement indicated a pro-
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environmental attitude. In the second statement, the opposite is true i.e. the
declaration of agreement that environmental legislation does not adequately take into
account the problems that can arise for firms from their adoption implies a position
of (grudging) anti-environmentalism. In the final statement, disagreement signified
that, other things being equal, implementation of environmental legislation does not
have a serious impact on the preservation of jobsin the firm i.e. a pro-environmental
attitude.

Q4. To what extent do you personally agree with each of these statements?

a In afirm like yours it is easy enough to adapt the production cycle to meet the
requirements of environmental legidation.

b. In a firm like yours, environmental legisation does not consider the problems
connected with the actual implementation of the rules.

c. Inafirm like yours, it is impossible to achieve the two objectives of job

preservation and respect of environmental legidation.

The measure of environmental performance was carried out by asking the SMEs to
select from alist of 11 industry specific initiatives those that they undertook. Using a
simple count of the number of initiatives undertaken three performance groups were
formed: compliance only for firms that undertook 0-2 initiatives, compliance plus for
firms that undertook 3-5 initiatives;, and excellence for firms that undertook 6 or

more initiatives.

4.0 Results

Based on the responses received from respondents to the cultural questionnaire the
relationship of the firm’s attitude was measured, in terms of, a) the degree of pro and
anti environmental attitudes b) the relationship between the environmental strategy
adopted and the attitude towards the environment c) environmental concerns d)
government policy towards the environment and its effect on the individual firm €)

organisational culture and structure etc.

4.1 Pro and anti-environmental attitudes

Furniture sector: a higher proportion of firms in the UK/ROI were pro-environment

than their German and Italian counterparts (Table 1). The percentage of compliance

12



plus firms that were pro-environment was dightly greater in the UK/ROI than in
Germany, where an equal proportion of compliance plus and excellence firms were
pro-environmental. In Italy, a majority of the compliance only firms were pro-

environmental compared to compliance plus firms.

Textile and finishing sector: compared to the UK/ROI and German firms, a greater
percentage of Italian firms were pro-environment, of which, compliance plus firms
were more pro-environmental in comparison to the other performance groups. In the
UK/ROI, a greater percentage of compliance only firms were pro-environmental
while in Germany, a greater proportion of pro-environmental firms belonged to the

compliance plus and excellence group.

Fruit and vegetable processing sector: As in the furniture sector, there were a higher
proportion of pro-environmental firms in the in the UK/ROI, compared to Germany
and Italy. On average, more compliance plus firms were pro-environmenta in the
UK/ROI, while in Germany, there was little difference between compliance plus and
excellence firms. In Italy a mgority of the excellence firms were pro-environment
compared to the other performance groups. However no statistically significant
relationship could be established between the attitudes and the environmental
performance of the firms.

Table 1. Percentage of firms adopting a pro-environmental attitude

UK/ROI Germany Italy
Furniture 68.0 65.5 49.9
Textiles 60.0 45.0 69.6
Fruit and vegetable proces- 65.0 56.0 38.0

sing

On the whole, across the industrial sectors and the countries, compliance plus firms
were more pro-environmental except in the case of the UK/ROI’s textile firms.

However, the results were not statistically significant between the groups.

4.2 Environmental strateqy and environmental atitude

The cultural scores were compared with the environmental strategy of the firmsin all

three sectors across sample countries (see tables 2-4).
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Furniture sector: more pro-environmental firms in the UK/ROI adopted an
environmental strategy focused on regulation, whilst the pro-environmental firms
with a high cultural score adopted either a strategy of focus on environmental
performance or on eco-products. In Germany, pro-environmental firms with a high
cultural score adopted an environmental strategy of regulation and eco-products.
None of the Italian firms had a score greater than 45 so could not be classed as pro-

environmental.

Table 2. Environmental strategy and environmental attitude, furniture sector

Environmental  Average cultural score Average cultural score

strategy Pro-environment firms Anti -environment firms
UK/ROI Germany Italy UK/ROI  Germany Italy

Regulation a7 46 - 39 39 3

Eco-efficiency a7 - - 39 3 41

Env- 49 - - - 36 -

performance

Eco-products 50 46 - 39 43 -

New eco- — - - - - -

markets

Public percep- — - - - - -

tion

Total 48 47 - 39 38 A

Textile and finishing sector: in the UK/ROI, comparatively more firms that were pro
environmental adopted an environmental strategy driven by regulation However,
firms having the highest cultura score adopted a strategy of using environmental
performance to differentiate them. In Germany, firms with the highest cultural score
adopted a strategy focusing on eco-products, while in Italy they adopted a strategy

that focused on new eco-markets.

Table 3. Environmental strategy and environmental attitude, textile sector

Environmental  Average cultural score Average cultural score
strategy Pro-environment firms Anti -environment firms
UK/ROI Germany Italy UK/ROI  Germany Italy
Regulation 50 - 45 37 37 36
Eco-efficiency 45 - - 35 37 37
Env- 63 48 - 33 36 39
performance
Eco-products - 52 - 4 31 32
New eco- — - 45 - - 36
markets
Total 50 50 45 37 36 36

14



Fruit and vegetable processing sector: in the UK/ROI, a greater number of pro-
environmental firms adopted an environmental strategy with a focus on eco-
efficiency. In Germany more pro-environmental firms adopted an environmental
strategy of eco-efficiency and eco-products, while in Italy more pro-environmental
firms adopted an environmental strategy focussing on eco-efficiency.

Table 4. Environmental strategy and environmental attitude, fruit and vegetable processing
sector

Environmental  Average cultural score Average cultural score

strategy Pro-environment firms Anti -environment firms =
UK/ROI Germany Itay UK/ROI  Germany Itay rom

Regulation 47 45 46 41 35 33 the

Eco-efficiency a7 46 46 43 30 4 d

Env- 45 - %6 B ) a4 ata

performance present

Eco-products 55 47 416 - 36 - )

New eco- - 45 - - a4 - ed in

markets

Public 49 - - - - - the

perception above

tables, it is clearly evident that the relationship between environmental strategy and
environmental attitude varied across the countries and the sectors, and there was no
clear evidence of a significant relationship between the environmental strategy
adopted by firms and their environmental attitudes.

4.3 Concern for the environment

There was however, a concern for the environment as evidenced by the pro-
environmental stance taken by many compliance plus firms. The level of importance
for this concern can be judged to a certain extent by examining the views expressed
by the respondents about the various strategies by which government could

encourage firms to use less energy and produce less waste.

Responses allowed a three-way classification of firms as pro-environmental, anti-
environmental or innovator. In this case the cultural score did not determine the
class, i.e. whether a firm is pro or anti environmental, instead the statements asked
gauged the attitude. Pro-environmental firms were those that considered legislation
as an incentive, leading to improvements that benefited society as a whole while anti-

environmenta firms were those that consider legidation as an impediment to overall
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competitiveness. The firms categorised as innovators, considered legislation as

leading to higher efficiency through increased cost savings.

In the UK/ROI, more of the compliance plus firms in the furniture sector attributed
the main impact of environmental legisation to the improvement of the good of
society in general, while more of the compliance only firms in Germany and Italy did
so (Table 5). A reasonable proportion of firms in al the countries, associated the
impact of environmental legislation with encouraging increased efficiency of
production, hence they were innovator firms. In general, few firms indicated that
environmental legislation operated as an obstacle to market competitiveness.

Table 5. Average number of initiatives (eco-points) adopted by attitude to environmental legisla-
tion

Innova- Pro- Anti - All firms
tors environment environment
Furniture
UK/ROI 3.88 6.58 5.91 6.28
Germany 18.38 14.94 16.00 15.89
Italy 6.75 6.07 5.16 5.86
Textiles
UK/ROI 10.54 5.44 8.53 8.53
Germany 15.83 18.03 17.53 17.37
Italy 6.18 3.56 3.75 4.45
Fruit and vegetable processing
UK/ROI 12.19 10.25 10.50 11.15
Germany 17.18 17.76 14.81 15.95
Italy 13.82 7.71 - 12.60

In the textile sector, firms across the sample countries indicated that the main impact
of environmental legidation was to improve the good of the society in general. It was
however notable that a substantial percentage of German firms were of the opinion

that environmental legislationoperated as an obstacle to market competitiveness.

As regards the fruit and vegetable processing sector, in the UK/ROI, more of
compliance only firms attributed the main impact of environmental legidation to the
improvement of the good of society, while it was more of the compliance plus or
excellence firms in Germany and Italy that did so. Again as observed in the textile
sector, a reasonable proportion of firms across the countries associated the impact of

environmental legisation with encouraging increased efficiency of production.
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There was no significant difference in the environmental performance between the
pro-environmental and anti-environmental firms in the three industrial sectors.
German innovator firms in the furniture sector took up, on average, more initiatives
than the other two groups (Table 6). In the UK/ROI and Italian fruit and vegetable
processing sector, innovator firms undertook, on average, more initiatives than the
other two groups of firms. The reason is because innovator firms are often product or

process innovators and this is reflected in their adoption of new technologies.

Table 6. Average number of initiatives (ecopoints) adopted

Pro-environment Anti -environment
Furniture
UK/ROI 6.18 5.91
Germany 16.21 16.00
Italy 6.17 5.16
Textiles
UK/ROI 9.01 8.53
Germany 17.20 17.53
Italy 4,55 3.75
Fruit and vegetable processing
UK/ROI 10.93 10.50
Germany 17.37 14.81
Italy 12.59 -

The trend in the results shows no clear indication of any positive relationship

between good performers and pro-environmental attitudes among the surveyed firms.

4.4 Degree of environmentalism

The degree of environmentalism was judged from the responses received asking why
the firm had adopted environmental initiatives.

For the furniture sector, a maority of German firms had adopted environmental
initiatives because it is in the interest of everyone to live in a cleaner environment,
demonstrating they were strong environmentalists. A larger percentage of firms in
the UK/ROI and Italy indicated that legislation was the main driver for adopting
environmental initiatives, thus exhibiting a much lower degree of environmentalism
(Table 7).
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In the case of the German textile firms, there was an almost equal distribution
between the various degrees of environmentalism, indicating the same emphasis on
clean environment, market and regulation. In the UK/ROI, 52% of the textile firms
show a lower degree of environmentalism by stating that they adopt environmental
initiatives because of regulation In Italy, 51% of the textile firms showed a strong

environmental positionwhile 42% showed alow degree of environmentalism.

Responses from the fruit and vegetable processing firms show that a majority of
German and Italian firms had adopted environmental initiatives because it is in the
interest of everyone to live in a clearer environment, showing, they were strong
environmentalists. A greater percentage of firms in the UK/ROI indicated that
legislation was the main driver for adopting environmental initiatives. Also a
significant number of UK/ROI firms and Italian firms pointed out that market was a

major driver to adopting environmental initiatives.

Table 7. Degree of environmentalism (as % of firms)

Strong Medium Compliance  Other
Furniture
UK/ROI 20 8 48 24
Germany 72 14 13 -
Ity 9 - 82 3
Textiles
UK/ROI 32 4 52 12
Germany 35 21 42 3
Ity 51 3 42 3
Fruit and vegetable processing
UK/ROI 27 19 46 8
Germany 73 9 15 3
Ity 47 37 17 -

4.5 Benefits of adopting environmental initiatives voluntarily

While it is clear from the above section that most German firms exhibited strong
environmentalism, UK/ROI firms show lower environmentalism and Italian firms
exhibited both strong and low environmentalism. Firms were asked whether they
profited by adopting environmental initiatives voluntarily (Table 8). Except in the
case of Italian compliance only firms, most furniture firms in the UK/ROI and
Germany felt they did not accrue any benefits by adopting environmental initiatives
voluntarily. In the textile sector, the UK/ROI and German firms stated benefits to be
‘low’ or ‘moderate’. In the fruit and vegetable processing sector, more firms in the

18



UK/ROI and Germany stated that they accrued, little or no benefit at al. Italian firms
on the other hand stated they benefited from adopting environmental initiatives

voluntarily.

Table 8. Benefits of adopting environmental initiative voluntarily (as % of firms)

High M oder ate L ow None
Furniture
UK/ROI - 12 8 76
Germany - 3 17 80
Textiles
UK/ROI 4 24 32 40
Germany - 28 20 52
Fruit and vegetable processing
UK/ROI — 2 42 46
Germany 8 6 12 71
Ity 33 a7 - 3

No datawas available for the Italian furniture and textile sector.

The results for Germany are not consistent with the results obtained in the previous
section, where a majority of German firms, exhibited a strong environmental
position. However, a firm conclusion cannot be drawn because the questionnaire did

not ask for the nature or extent of benefits accrued by the firm.

4.6 Government policy

Firms were asked to state their agreement/disagreement to a set of statements on
what were the various strategies that government could use to encourage companies

to save energy and produce less waste.

Analysis of the responses indicated that generally firmsin the UK/ROI preferred that
public money is invested in information campaigns to encourage firms to save
energy and produce less waste. In Germany 31% and in Italy 18% were in favour of
such a strategy. This strategy was more favoured in the fruit and vegetable
processing sector in the UK/ROI and Italy compared to the other sectors (Fig.1).
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Fig. 1. Percentage of firms agreeing strongly with investing public money to encourage
companiesin energy saving and waste reduction
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German firms in general strongly favoured taxing companies that generate more
waste and utilise excessive energy compared to the UK/ROI and Italian firms. An
analysis by sector for each country is shown in Fig.2.

Fig. 2. Percentage of firms agreeing strongly with increasing taxes for firms consuming exces-
siveenergy or producing more waste
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All three sectors in Germany strongly preferred to encourage firms to use less energy
and produce less waste by taxing those who use more energy or produce more waste.
This kind of response in Germany may be due to the wide acceptance of the eco-tax
system. In the UK/ROI, views expressed on this issue by the furniture and fruit and
vegetable processing sector were stronger compared to those of the textile firms.
While in Italy, textile firms seemed to be more in favour of taxing firms compared
with firms in the other two sectors.
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When views about the reduction of taxes for firms using less energy and producing
less waste was gathered, it was observed that 76% of the Italian firms were in favour
of this strategy, followed by 51% of UK/ROI firms and 43% of German firms.
Analysis of the responses by sector shows that, on average, a greater percentage of
furniture and fruit and vegetable processing firms in all the countries in favour of a
reduction in taxes for firms using less energy and producing less waste compared to
textile firms (Fig. 3).

Fig. 3. Percentage of firms agreeing strongly with reducing taxes for firms consuming less
energy or producing less waste
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The results of the analysis show that firms in the UK/ROI and Italy prefer a
governmental policy that is less harsh compared with Germany where firms are most

strongly in favour of raising taxes on polluting firms.

4.7 Firm attitudes, environmental performance and size

4.7.1 Environmental performance

Analysis indicated that pro-environmental firms were Dbetter environmental
performers (based on the evidence that more of the compliance plus firms had a pro-
environmental attitude). However, with the exception of the Italian fruit and
vegetable processing sector, there was no correlation between environmental attitude
and environmental performance. Hence, the cultura attitudes of the firms did not
have a direct influence on the adoption of environmental initiatives. Firms adopted
environmental initiatives for reasons such as regulation or the market rather than an

actual concern for the environment, tiough in the case of Germany more firms
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seemed to adopt environmental initiatives due to a genera concern for the
environment. However, a statistically significant relationship between attitude and
performance could not be established with the better environmental performing

firms.

4.7.2 Firm size and environmental attitudes
The relationship between size and environmental attitudes was examined for firmsin
each sector across the sample countries. There was no evidence of a size effect on the

environmental attitude of the firms.

4.7.3 Organisational gructure and culture

The cultura questionnaire included questions that enabled us to determine the
organisational model the firm followed and hence investigate whether there was an
association between the organisational structure and the environmental attitude of the
firm. The firms were also grouped into three culture categories groups based on their

responses to a set of statements.

4.7.3.1 Organisational gructure
By examining the level of responsibilities within the firm an insight into the
organisationa structure existing in the firm can be obtained. Based on the responses

received firms were categorised into belonging to one of a possible three models.

Organisations having an authoritarian model would generally have a low regard for
environmental issues where employees conscientioudy fulfil the tasks assigned to
them; while firms with a participatory model would be at the opposite end of the
spectrum, where individual responsibility is taken at each level of production A
neutra or mid-way environmental position was held by firms following a

technocratic model that the best technical solution is aways the target.

In both the furniture and textile sectors, over half of the firms in the UK/ROI and
Italy adopted a participatory structure, (generally analogous with good firm culture).
In Germany, furniture firms were amost equally divided between the participatory
model and the technocratic structure (associated generaly with medium

environmental attitude). Textile firms, in Germany, showed a fairly high proportion
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(32%) adhering to the authoritarian structure. In the fruit and vegetable processing
sector, firms in the UK/ROI and Germany adopted a either a participatory structure
model or an authoritarian model while in Italy firms were equally divided between
all three models (Table 9). On the whole, firms were inclined to adopt a participatory
structure, which is associated with a good firm culture. However, interviews with the
various sources of advice revealed that a top management commitment to the
environment is important in enabling firms to adopt cleaner technology and this is
normally based on an authoritarianstyle of leadership.

Table 9. Percentage of firmsin each organisational model

Participatory Technocratic Authoritar -

ian

Furniture

UK/ROI 54 42 4

Germany 45 48 7

Italy 58 12 30

Textiles

UK/ROI 74 17 9

Germany 42 26 32

Ity 69 28 3

Fruit and vegetable processing

UK/ROI 65 - 3H5

Germany 59 9 32

Italy 33 37 30

4.7.3.2 Organisational culture

Based on the responsesreceived, on the degree of agreement/disagreement to a set of
statements firms were alocated to one of three categories. Mixed culture, where
culture was a combination of customer, employee and management values. Shared
culture, where company culture was formed by the values of director/owner and
management. Embedded culture, where company culture depended on the market

place in which the company operated.

The mgjority of the furniture firms in the UK/ROI indicated a shared culture while in
both Germany and Italy a mixed culture dominated. In the textile sector, in al the
countries, there was a preference for a shared culture closely followed by a mixed
culture where all stakeholders could make an impact. In the fruit and vegetable

processing sector, the vast majority of the Italian firms indicated a mixed culture
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while in Germany and the UK/ROI the preference was for a mixed approach closely
followed by a shared culture. It was apparent that the embedded culture was not very

widespread in any of the industrial sectors or countries sampled.

Analysis reveded that manufacturing firms in the sampled sectors across the
countries, on average, adopted the participatory organisational structure. This
highlights the fact that the firms believed that the success of the firm was based on
the individual responsibility taken at each level, reflecting a good firm culture. A
similar trend was observed regarding organisational culture in the fruit and vegetable
processing sector, where the majority of firms adopted a mixed culture. This
probably was due to the nature of the fruit and vegetable processing sector which is

primarily market driven (Table 10).

Table 10. Percentage of firmsin each culture category

Mixed Embedded Shared
Furniture
UK/ROI 28.0 12.0 60.0
Germany 51.7 138 345
Italy 455 18.2 36.4
Textiles
UK/ROI 36.0 16.0 480
Germany 31.0 20.7 48.3
Italy 34.4 25.0 40.6
Fruit and vegetable processing
UK/ROI 123 26.9 30.8
Germany 4.1 14.7 41.2
Italy 70.0 10.0 20.0

5.0 Conclusion

The major aim of the research was to identify and evaluate the importance of factors
that help and hinder the adoption of environmenta initiatives by SMEs across four
member states. Germany, Italy, Republic of Ireland and the United Kingdom across
three sectors: furniture, textile finishing and fruit and vegetable processing. The
significance of the research was primarily to help increase the focus of both
industrial and environmental approaches to improve their effectiveness and
efficiency in obtaining goals like ‘sustainability’ and to enable a better mix of
industrial/regional policy at national and EU levels.
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The key variables used to measure the competitive performance of firms included:
size; productivity; employment growth; destination of sales, age of machinery;
labour force qualification. Environmental performance measures used were based on

environmental inputs and environmental management practices.

The research showed that firms with an average economic performance were just as
likely to adopt environmental initiatives as their high-performing competitors. The
ability to take on initiatives was not related systematically to research &
development capacity or skills. The reasons for adopting environmenta initiatives
though were similar across the three industries but varied across countries. In Italy
regulation predominated, in the UK & Republic of Ireland cost was important and in
Germany market pressures were important in bringing forth environmental

initiatives.

One of the objectives of this study was to test the hypothesis that culture is important
in an organisation and the role played by top management is important for an
understanding of how firms are convinced to choose clean technologies given the
competitive position of the firm. The management attitudes were messured for
example by determining the degree of pro-environmental attitudes and the concern
for environment ; the relationship between the environmental strategy adopted and
atitude towards environment; government policy towards the environment and its
effect on the individua’s firm and the influence of organisational culture and

structure.

Results show that attitudes towards environment were on average positive. A greater
number of respondents in the sample countries voiced their concern about
environment. Also their concerns emanate in the responses to some of the questions
asked to them. However, there is little relationship between these attitudes and
environmentally responsible behaviour of the firms who were interviewed. Personal
attitudes of the firms did not translate directly into environmental performance. In
most of the small businesses, whilst recognition of the importance of the
environment was high, the capacity to act was low because there has been no
sustained pressure to improve. Pieters et al. (1998) state that although many people

view themselves as ‘environmentalists’, they do not trandate their attitudes into pro-
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environmental behaviour. One reason may be that the choice between acting in a pro-
environmental way and not doing so often involves a conflict between immediate

individual and long-term collective interests.

The majority of the sources of advice interviewed in all the countries agreed that
management attitudes could play a vital role in the adoption of clean technologies.
However, analysis of the responses reveal that environmental attitudes did not have
any significant impact on the environmental performance of the firms, except in the
case of Itaian fruit and vegetable processing sector, where a significant correlation

between environmental performance and environmental attitudes could be found.

There was a prevalence of shared culture in the textile firms across the sample
countries and in the UK/ROI furniture firms. Advisory bodies interviewed in this
research, also strongly believed that culture and the role of management are very
important, in the adoption of environmental initiatives. Fairbairn (1997) pointed out
that a role culture, which is epitomised, as the traditional hierarchical structure
wherein the firm culture is formed by the values of the director/owner of the firmis

perhaps the most appropriate culture.

Likert (1961), suggests that a link pin in a participative management can assume a
leadership role and help in creating an atmosphere of co-operation within a firm,
further, prompting them to interact with one another. This suggestion invariably

emerged from the interviews we had with the sources of advice.

Differences in the preferences of the respondents, for example, firms were more
likely to favour reducing taxes for environmentally friendly firms than increasing
taxes on environmentally harmful behaviour, were observed in the UK/ROI and
Italy. While in Germany, respondents were more in favour of increasing taxes on
polluting firms. These national differences may be accounted for by variations in
educational and income levels between the countries, or differences in the extent to
which some environmental issues have spread beyond the concerns of the dlite.
Previous work has shown that such background factors are important in shaping
environmental attitudes (Witherspoon and Martin 1992; Ester 1991; Heath et al.
1991). However, Schaper (2002) points out that demographic variables e.g. age
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gender and educationa level are not related to firm’s actual performance. On the
other hand key external variables eg. amount of time available for owners to
undertake discretionary business activity and the level of environmental information
available to business owners shows a significant positive relation to a firm’s ‘green’
activities. In this research it did emerge that lack of management time was a
constraint on the part of small businesses in the take up of cleaner technologies,
however enough research could not be carried out to link this constraint with the
firm’s pro-environmental attitude.

From the analysis of the environmental orientation of the firmsiit is evident that firms
are not sceptical about the role of modern science nor feel that there is too much
emphasis given to the environment. A complex picture emerges out of this research,
on management culture and environmental performance. There are positive attitudes
towards the environment. These differ between countries. There is only scattered
evidence of a relationship between positive environmental attitudes and
environmental performance. There is a difference between the stated attitude of

owners/managers and the actual environmental performance of the firms.

Previous researchers such as Van Lange et al. (1992), Komorita and Parks (1995),
Dahlstrand and Biel (1997), Eek (1998) and Biel (2000) have found that a significant
number of people perceive a conflict between their disposition at a personal level to
carry out pro-environmental behaviour and the situational conditions they perceive
that affect that performance of such behaviour. It has been demonstrated that grong
feelings of moral obligation for carrying out a pro-environmental behaviour are only
determinant for that behaviour when favourable attitudes towards the realisation of
responsible behaviours do not enter into conflict with high situational inhibition.
Similarly, bw feelings of mora obligation do not necessarily imply an absence of
pro-environmental behaviour, because the physical conditions influencing such
behaviour may be perceived as facilitatory (Corraliza & Berenguer, 2000).
Therefore to stimulate people’s pro-environmental behaviour, a better understanding
of psychological factors that influence their willingness to act in a pro-environmental
manner is important. Further, a more detailed analysis at the microeconomic level is

therefore required to explain these patterns of behaviour.
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Annexe 1
The following question provided an insight into the attitude of the firms as regards

environmental legislation and its implementation.

Q5: What in your opinion was the main impact of environmental legidlation:
a. An incentive to improvement for the good of society.
b. A hindrance to market competitiveness.

c. Encourages increased efficiency of production.

Pro-environmentalist firms were those that considered legidation as an incentive,
leading to improvements that benefited society as a whole while anti-
environmentalist firms were those that consider legidation as an impediment to
overall competitiveness. A third category, innovators, considered such legislation as

leading to higher efficiency through increased cost savings or market opportunities.

On the basis of question 6 it was possible to distinguish between the different
degrees of environmentalism depending on the motivation for adopting
environmental initiatives. Firms with a strong environmental ethos adopted
environmental norms because they believed in the common interest (statement 2).
Medium environmentalist firms regarded the market as the main driver for the
adoption of the environmental initiatives while firms that adopted initiatives to
comply with legidation were considered to have a low motivation for undertaking

such initiatives.

Q 6: Many companies have contributed to a greater respect for the environment
through energy savings, waste recycling, the non-use of pollutant substances and so
on. Your firm adopted environmental initiatives because:

1. Of legislation.

2. Itisinour interest to live in a clean environment.

3. Of new types of consumption now fashionable among our customers.

The organisational structure of a company and its relationship with environmental
atitudes were derived from the following two questions. Question Q7 is related to
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the perception of the organisational model in the firm and question 8 gives an insight

into the organizational culture of the company.

Q7: Which of the following principles do you believe to be more important for the
success of your firm?

1. That employees conscientioudly fulfil the tasks assigned to them.

2. That the best technical solution is aways the target.

3. That individual responsibility is taken at each level of production.

Organisations with an authoritarian model (point 1) would generally have a low
regard for environmental issues while firms with a participatory model (point 3)
would be at the opposite end of the spectrum. A neutral or mid-way position was
held by firms that have a technocratic model (point 2).

Q8: To what degree do you personally agree with each of these statements (scoring
as on the Likert scale).

1. Company culture is formed by the values of the director/owner, management,
shared by higher assistants and employees.

2. Company culture depends upon the marketplace in which the company works.

3. Company culture is a combination of customer, employees and management
values.

The recognition of management values as the principa cultural factor of the com
pany (statement 1) may indicate an authoritarian organisational model. However, it is
possible that the individual attitudes of management were an important factor in the
adoption of environmental initiatives particularly in the context of the entrepreneurial
firm. Company culture that depends on the market to drive the implementation of
environmental initiatives usually corresponds with positive environmental attitudes
since pressure from consumers and competition within the market, are strong innova
tive factors at an environmental level. The final statement conforms to a participatory
organisational model and indicates the possibility of several sources of cultural envi-

ronmental attitudes (family, school, and so on).
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