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This paper will describe the development of a research process of which the initial aim was to find out the
incentives for the greening process of business. The project has started with an evaluation of
environmental management models. Subsequently the practical value of these models was analyzed by
means of an industry wide pilot study in 14 multinational companies operating in the Netherlands. The
conclusions from this pilot study led to the choice to focus on one sector of industry as a case study, the
dairy industry. Based on these different stages of research, four main angles have been chosen to
approach the greening motives of the Dutch dairy industry: strategy, organization structure, power of the
chain and culture. This paper will mainly focus on the research process and some characteristics of the
Dutch dairy industry. The presentation in Rome, however, will elaborate more on the actual
operationalization of these four angles and some first results of the field study.

1 Introduction
The environmental policies and practices of companies have received increasing attention in
the past decade. How companies deal with the environment, and its subsequent impact on
their strategies, however, has become less clear. In trying to come to grasp with this complex
phenomenon, environmental management models1, mainly linear stage models, have become
very popular. These models offer classification schemes which describe the progressive move
towards more integrated environmental practices in company policies or strategies. They
place companies in categories based on their performance or organizational characteristics at
one point in time. As such, these models are useful, because they shed light on a complex web
of factors which influence the integration process of environmental concerns in company
strategies and practices. However, they also suffer from a number of weaknesses.
Existing models exhibit large differences in terms of starting points, number and contents of
the stages, defining criteria and labels. Furthermore, the practical application of the models is
limited. Moreover, most models are continuum models rather than typologies, and are
prescriptive rather than descriptive. Beyond this, most models fail to express the dynamics of
reality and tend to assume a fragmentary approach in defining the response to environmental
concerns. Finally, more fundamental criticism relates to the fact that most models fail to
connect overall business strategies to environmental management approaches and practices.
Given the disadvantages of many environmental management models, it is chosen to focus
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The following authors, among others, have introduced environmental management models : Cramer
and Jansen, 1995; Ghobadian et al, 1997; Hart, 1997; Hofstra et al, 1990; Hunt and Auster, 1990;
Meffert and Kirchgeorg, 1993; Molenkamp, 1995; Petulla, 1987; Post and Altman, 1994; Roome,
1992; Shrivastava, 1995; Steger, 1993; Stikker, 1992; De Vries and Altenburg, 1995; Vine y et al,
1996; VROM (Dutch Ministry of Housing, Spatial Planning and the Environment), 1995; Welford and
Bhargava, 1995; and, Winsemius and Mak, 1994.
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on the possible forces behind a company s greening process. The study does not aim to
develop a new classification scheme, it rather aims at providing an insight in the complex
field of forces behind a company s greening process. Therefore, in 14 multinational
companies an exploratory study towards this forces has been carried out, of which the results
will be shortly discussed in section 2. The exploratory study showed the sector specificity of
the greening process and its underlying forces. Consequently, it is chosen to focus on one
sector in order to enable the incorporation of these sector specific characteristics within the
analysis. In section 3, the sector which is concerned in the case study, the Dutch dairy
industry, will be discussed. Subsequently, the four points of view of which the relation with
the greening process of Dutch dairy companies are analyzed, are shortly discussed in section
4.

2 The exploratory study
As many of the existing environmental management models seem inadequate to describe the
actual greening process in business, as described above, in a exploratory study (Mauser, 1997)
it was attempted to show the actual forces behind the integration process, and to integrate
insights from strategic management and international business. This study was supported by
the data of a pilot study on 14 multinational companies operating in the Netherlands. The
companies studied originate from six different industry sectors: food and beverage, chemical,
paper and pulp, electric equipment, textile/fashion and basic metal. This pilot study showed
the impossibility to place companies in a box , which is implicitly assumed in most existing
environmental management models. Moreover, the study showed five main influencing
factors for the greening process in companies as showed in figure 1: sector specificity, market
position characteristics, regulation, organizational structure and culture. These five
influencing factors will be shortly discussed (derived from Mauser, 1997).
Sector specificity
The sector specificity of the greening process is one of the most important findings of the
exploratory study; an aspect which seems insufficiently exposed in most existing
environmental management models. Factors such as the nature of the production process, the
nature of the products, sector related market characteristics, and public attention and pressure
towards environmental performance for the specific sector, are relevant in this respect. The
chemical industry, for example, experiences a large public pressure towards its environmental
performance, which can not be compared with the public pressure other sectors such as the
clothing industry, experience.
Market position characteristics
The market position characteristics of a company are observed to be important to explain a
company s greening process. In this respect the market type, the market fit, the market share
and the strategic position considering functions and chains of a company are relevant. A
company operating in a business to business market, for example, deals with different
environmental demands from its customers than a company which exclusively operates in the
consumer market.
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Figure 1: the main factors influencing a company’s greening process as showed in the exploratory study
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Organization structure
The way in which the natural environment is embedded in a company s organization structure
- within the line organization, as a staff department or both - and the level of the highest
environmental manager, can affect the greening process of that company. Parameters and
situational factors such as training, planning and control systems, and decentralization, but
also personal characteristics and communication, are important in this respect.
Regulation
As stated in existing environmental management literature, environmental regulation is a key
influencing factor for the greening process. Environmental regulation can enforce, or
formulated more positively, stimulate a company to take environmental measures, which was
confirmed by the pilot study.
Culture
Existing environmental management literature often stresses the importance of environmental
culture and issues as the importance of top management s environmental commitment (for
example see Roome, 1994 and Dodge, 1997). However, this environmental culture, directly
connected with a company s general organizational culture, is very difficult to grasp, let alone
measure. Despite the complicated nature of the factor culture, the exploratory study shows the
relevance of this factor for the integration process. Aspects such as vision, commitment, and
home country and production location proved to be relevant in this respect.
It is remarkable that the pilot study does not show a major influence of external stakeholders
other than the regulators, on a company s greening process. This is in contrast with the
general notion of the importance of external stakeholders such as environmental groups and
consumers.
This exploratory study triggered the need to be able to make a more in-depth analysis of these
forces behind a company s greening process, in which sector-specific developments,
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strategies and competitiveness are incorporated. Therefore, it is chosen to focus on one sector
for such an analysis. The next section gives a profile of the Dutch dairy industry, the sector
which will be subject for further analysis.

3 The Dutch dairy industry: a profile
For the case study, it is chosen to focus on the dairy industry for several reasons. Although the
absolute contribution of the dairy industry to total Dutch environmental pollution is small
(VROM, 1996), this industry is an interesting study object considering environmental
management. First, environmental management seems to be important for the dairy sector
itself, witness the environmental initiatives of the industry by its own such as the coordinated
emission registration in 1992 (see section 3). Second, the analysis of the dairy industry will
shed light on the dynamics of business in general by which a better understanding of
environmental management in general can be provided. Third, from a scientific point of view
the dairy industry is interesting as this sector has hardly been subject of study in an
environmental management perspective. Fourth, from an international point of view the study
of the Dutch dairy sector is interesting because of the specific characteristics of the dairy
industry. These characteristics are either applicable in an international context - such as the
combination of cooperative and investor owned firm structures within the industry - or
specific for the Netherlands - such as high consensus within the industry and the very large
versus very small composition of the industry. Fifth, the industry is characterized by large
changes, in both demand - such as the rapidly growing demand for ecological dairy - and
international policy and relations, which requires a change in strategy. Finally, in the
Netherlands the dairy industry is one of the target groups of the Dutch target group policy
which makes this study interesting for other Dutch target group industries.
This section will elaborate on the Dutch dairy industry, in a national, European and global
perspective. First, the branch structure of the dairy industry is dealt with. Additionally, the
dairy chain is discussed. Subsequently, environmental performance of the dairy industry and
external environmental pressure experienced by the dairy industry are addressed.
Branch structure
In this section, an overview of the products within the dairy industry is given. Furthermore,
the position of the Dutch dairy industry in the European and world dairy market is elaborated
on. Finally, the Dutch dairy industry as such is discussed.
Products and processProducts and process
Raw milk and milk components are used as the basis for many food products and as
ingredients for both the food and the non-food industry. The main groups of dairy products
are: cheese, liquid milk, skim milk, butter, fermented products & desserts and whole milk.
The range of dairy products on the market is still growing, responding on the demand from
food retailers, food services and the food industries (Baas et al., 1998).
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The Dutch Dairy Industry in the European and World Dairy MarketThe Dutch Dairy Industry
in the European and World Dairy Market
Total world milk production in 1997 was 467 million tons a year. The global production of
milk increased by around 11% during the eighties, rising from 454 million tons in 1980 to 476
million tons in 1990. In the early nineties production decreased, mainly due to decreases in
production in Central Europe and the former Soviet Union where production has decreased
sharply since the start of the reforms in 1990. Milk output in most Western countries has been
more or less static, and has even declined slightly since the beginning of the eighties as
governments in many countries have linked farm income-support to supply controls. The
European Union introduced a milk production quota system in 1984. Subsequently, the quota
were reduced a number of times, which resulted in a 6% lower milk production in 1992
compared with 1980. In 1993, the European Union was the largest producer (24.4%),
followed by the former Soviet Union (18.2%) and Northern America (16.6%) (Zwanenberg,
1997). The Netherlands individually are responsible for 2.4% of world s milk production,
ranking tenth on the world market.
The concentration of world milk production is rather high and is still growing. In 1993, more
than fifty percent of world s milk was produced by seven countries (USA, Russia, India,
Germany, France, Ukraine and Brazil). Europe as a whole is a significant producer, with 50%
of world milk production. Again, in Europe the concentration is high. In 1993, Europe s top-5
milk producing countries (Germany, France, United Kingdom, Poland and the Netherlands)
were responsible for 59% of total European production. The consistent growth of large dairy
companies through mergers and acquisitions is intensified by the mega-mergers between
cooperatives.
The milk-processing industry includes both very small local firms and huge internationally
operating firms. In general, in Europe, the United States, Japan and New Zealand the industry
is very concentrated. Table 1 shows the list of the world s 25 largest milk-processing firms
ranked by dairy turnover of 1996. Four of them are Dutch, of which two are part of the top10. The total dairy turnover of the 1998 world s 25 largest dairy firms can be estimated to be
around US$ 97 billion based on their 1996 turnovers, of which the top-5 have a turnover of
US$ 40 billion or 41% of the top-25. Compared to the 1992 figures, this means an increase in
turnover of 35% in six years time. Sixteen of the top-25 are European-based companies.
Only 7% of the world milk production is traded on the world market. This figure does not
include intra-EU trade, which accounts for a further 4% (Baas et al., 1998). The European
Union is the most important dairy exporting area in the world. In the trade flows we
distinguish two types: mutual trade between member states (intra-EU trade) and trade
between member states and third countries (extra-EU trade). European Union exports amount
to 35.7 million tons of milk equivalents in 1992, of which 22.4 million tons was EU, intratrade. The European Union is the major exporter of all individual dairy products: butter,
cheese, skimmed and whole milk powder. For most of the individual dairy product groups, the
Netherlands have a first or a second position within the total EU-exports.
The Dutch dairy industry is subject to international and particularly European policy, such as
the Common Agricultural Policy and the common dairy policy of the EU, and the World
Trade Organization. Under the auspices of the common dairy policy, which was established in
Table 1: world s top 25 dairy companies
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Rank 1998 (1992)

ownership

country

dairy turnover
1996 US$ million

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

investor-owned
investor-owned
cooperative
investor-owned
cooperative
investor-owned
investor-owned
cooperative
investor-owned
investor-owned
investor-owned
cooperative
investor-owned
cooperative
investor-owned
investor-owned
cooperative
investor-owned
investor-owned
cooperative
cooperative
investor-owned
cooperative
cooperative
investor-owned

Switzerland
USA
USA
France
Netherlands
France
Japan
Netherlands
France
Japan
Japan
Denmark
Italy
France
Netherlands
USA
Sweden
UK
USA
USA
Finland
France
Germany
New Zealand
Netherlands

13,523
8,2001
6,890
5,792
5,451
5,101
4,964
4,816
4,262
4,160
3,733
3,625
3,546
3,385
2,6001
2,0001
1,905
1,858
1,8001
1,733
1,708
1,681
1,660
1,617
1,334

(1)
(2)
(4)
(6)
(3)
(6)
(5)
(8)
(9)
(12)
(29)
(7)
(11)
(17)
(20)
(21)
(22)
(26)
(24)
(27)

NestlJ
Philip Morris (Kraft)
Dairy Farmers of America
Danone
Friesland Coberco Dairy Foods
Besnier
Snow Brand Milk Products
Campina Melkunie
Bongrain/CLE
Meji Milk Products
Morinaga Milk Industry
MD Foods
Parmalat
Sodiaal
Unilever
Suiza Foods
Arla
Unigate
Dean Food
Land o Lakes
Valio
Fromageries Bel
Humana Milchunion
New Zealand Dairy Group
BolsWessanen

1

estimates
Source: Baas et al., 1998:13

1968, a quota system was introduced in 1984, as dairy production exceeded domestic demand
and large stocks were built up, which could not be exported. This system limits milk
production in each country, and imposes levies on overproduction. These quotas were
progressively reduced so that between 1984 and 1991 the total quota size was reduced by
10%. The Netherlands had the largest reduction in milk production (-17.6%) in this period. In
1992, the EU adapted a new quota regulation for the period 1993-2000. The reductions in
milk production have caused problems of overcapacity in the European dairy industry which
in turn have intensified competition on the raw milk market.
From the angle of (agricultural) politics the dairy industry has been confronted with the
repercussions of political agreements and concessions such as the liberalization of world trade
(WTO), lower subsidies for processing and lower export refunds for selling dairy products
outside Europe (CAP and WTO), and growing government involvement in the field of
environmental care.
The Dutch Dairy IndustryThe Dutch Dairy Industry
Before 1870, dairy products were produced at the farm. In 1871, the first factories were
founded. From the sixties on, the Netherlands developed to one of the largest dairy exporters
in the world. Seventy percent of all milk produced in the Netherlands was exported at that
time. The process of concentration and scaling-up accelerated especially in the seventies and
eighties. In 1998, the Netherlands have 18 dairy firms and 72 production sites, which makes
the Dutch dairy industry the most concentrated dairy industry in the world (Produktschap
6

Zuivel, 1998). The Dutch milk and dairy production realizes yearly over 10 billion Dutch
guilders in sales, of which over 70% is realized abroad.
The Dutch dairy industry has a peculiar structure. In the first place, the concentration process,
that accelerated especially during the last two decades, has made the dairy market to an
oligopolistic market, in which the two largest firms control over 80% of the market for
consumption milk (Hoekman, 1998). In the nineties, the European dairy industry can be
characterized by a strong concentration process. In the Netherlands, the number of dairy
companies decreased from 33 to 20 between 1988 and 1995. At the same time, production and
consumption are still rising. Severe competition, partly strengthened by the price cutting
strategies of super market chain s private labels, in combination with decreasing trade
barriers cause this growing concentration movement within the industry. New product
introductions occur at a fast pace and the market is a battle for market share. In December
1997, this process culminated in the merger of four Dutch dairy producers, Friesland Dairy
Foods (FDF), Coberco, Twee ProvincieNn en Zuid Oost Hoek, which makes the new
organization, Friesland Coberco Dairy Foods, the largest dairy producer of the Netherlands
and the fifth in Europe. Table 2 shows the largest Dutch dairy enterprises and some of their
company characteristics.
In the second place, the dairy industry has a remarkable structure as the industry is not, as in
many other sectors, dominated by investor owned companies. On the other hand, a large part
of the dairy industry consists of cooperatives. The concept of cooperatives needs some special
attention, as this organization structure has major influences on business performance analysis
and organization strategies. After all reorganizations, mergers and acquisitions during the last
couple of years, dairy cooperatives are much more efficient than in the past. The
characteristics of cooperatives will be discussed in a later section.
The Dutch dairy market is characterized by a fast growing demand for ecological dairy. The
current market share is 0.8%, but growing in a fast pace. Yearly growth percentages of nearly
100% are expected for the coming five years (Slhtter, 1998). Tempted by these prospects - i.e.
higher milk prices, super markets taking ecological dairy in their assortment, subsidy
regulations, and favorable market studies - but also by tightening environmental regulations,
more and more regular dairy farmers move towards ecological dairy farming (Slhtter, 1998).
In 1997, Albert Heijn, the leading Dutch retail chain, successfully included ecological dairy in
its assortment, by which it showed that large scale daily distribution and sale of ecological
dairy is possible. The large Dutch dairy producers prepare themselves for these market
developments by taking over ecological dairy processors or obtaining distribution rights for
the ecological dairy of smaller producers.
The dairy chainThe dairy chain
The agribusiness chain in the dairy industry in the Netherlands consists of various links. The
first link in the chain considers breeding organizations, producers of foodstuffs, which supply
dairy farmers with the necessary inputs to produce raw milk. Subsequently, the raw milk is
Table 2: 1998 top-15 Dutch dairy enterprises based on 1996 figures
company

ownership

dairy
turnover
(xDfl 1000)
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total milk
supply
farmers
(x1000 kg)

total
processed
milk
(x1000 kg)

employees

amount
of production
plants

Friesland Coberco
Dairy Foods 1
Campina Melkunie2
D.O.C.
Cono
Swenty
Juliana
Noord Oost-Friesland
Baars6
NestlJ Mid-West
NestlJ Noord
Koninklijke Numico5
De Vereeniging
(Zuiver Zuivel)
Klaver Vier
Noordmelk

cooperative
cooperative
cooperative
cooperative
investor-owned
cooperative
cooperative
investor-owned
investor-owned
investor-owned
investor-owned
investor-owned
cooperative
cooperative

9,420,582

5,371,662

5,855,508

12,017

51

6,379,1813
246,183
228,000
20,897
18,214
9,073
n.a.
n.a.
n.a.
n.a.
5,748

3,088,9404
162,786
213,177
8,309
24,144
13,120
358,231
335,188
327,178
89,909
16,819

3,421,9404
313,870
213,177
19,808
n.a.
n.a.
358,231
335,188
237,178
109,390
16,819

6,1543
80
170
14
n.a.
n.a.
92
n.a.
n.a.
n.a.
37

24
1
3
1
n.a.
n.a.
1
n.a.
n.a.
n.a.
1

n.a.
n.a.

5,993
3,120

n.a.
n.a.

n.a.
n.a.

n.a.
n.a.
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In December 1997 Friesland Dairy Foods, Coberco, De Zuid-Oost-Hoek and Twee ProvincieNn merged in
Friesland Coberco dairy Foods, which makes the new compan y the largest dairy compan y of the
Netherlands and the fifth in the world. In 1998, the ecological dairy firm De Kievit was taken over.
2
In December 1997 Menken van Grieken was taken over. In 1998 the ecological dairy firm De Zwaluw
was taken over.
3
Excluding Menken van Grieken and De Zwaluw, as those figures are not available.
4
Excluding De Zwaluw, as those figures are not available.
Baars is the European dairy division of BolsWessanen and consists of De Vijfheerenlanden and
Salland .
5
Formerly N.V verenigde Bedrijven Nutricia.
Source: De Boerderij, 2 september 1997, no. 18: 6, and diverse annual reports

sold to the processing industry, which develops, produces and sells dairy products. Finally,
these products find their way to the consumer by means of wholesalers and retailers. The
oordination of the chain is mainly provided for by the processing industry, which forms the
link between the producers of milk and - by way of wholesalers and retailers - the consumers.
Supplierslink between the producers of milk and - by way of wholesalers and retailers - the
consumers.Suppliers
The dairy farms are the main suppliers for the dairy industry. In the sixties, a large production
growth of these farms was enabled by the process of specialization, mechanization and
scaling-up. Besides this large production growth in the sixties, the development of the dairy
farm structure in the Netherlands is strongly influenced by the introduction of the quota
system in 1984. Up to the introduction of this system, the Dutch dairy farming could be
characterized by enlargement and consolidation. Farmers responded with farm enlargement
by buying production rights, and with cost reduction by reducing the number of cows, while
maintaining or increasing yield levels (Van der Hamsvoort and de Vlieger, 1995).
In the European Union, rapid changes are taken place at farm level. In the first place, changes
in farm structures are taken place. There is a trend towards larger units and fewer farmers,
which can clearly be seen in the Netherlands as well. Over the years 1983-1992 in the
European Union, 40% fewer dairy farmers produce 10% less milk with 30% more cows per
herd and a 15% larger milk yield per cow (Baas et al., 1998).
The processing industry: the concept of cooperativesThe processing industry: the concept of
cooperatives
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The international dairy industry and the Dutch dairy industry in particular, are characterized
by an organization structure dominated by cooperatives, which has serious consequences for
the analyses of a sector. Historically, cooperatives have been established in order to secure a
constant milk outlet for the farmer-members. Table 3 shows the main characteristics of dairy
cooperatives compared with investor-owned firms. In a dairy cooperative, the memberfarmers are the owner of the cooperative, which consequently leads to satisfying the memberfarmers as a main objective contrary to the objective of satisfying the shareholders in an
investor-owned (dairy) firm. The other characteristics of both company types as showed in
table 3 are directly related to this difference in general objective. Important characteristics of a
dairy cooperative are the guarantee of a constant milk outlet as member-farmers milk
production is rather inflexible, and the absence of a profit concept to measure business
performance. The absence of a profit concept is directly connected with the financial structure
of the cooperative. The total returns are settled in the milk price paid to the member-farmers
and a reservation for risk-bearing capital. Therefore, indicators such as rentability, and milk
price have to substitute this profit concept.

Table 3: characteristics of dairy cooperatives and investor-owned companies
investor-owned company

cooperative

objective

C
C

maximizing profits
satisfying the shareholders:
maximizing ROI shareholders

C
C
C

guarantee a constant milk outlet
maximizing milk price
satisfying member-farmers:
maximize ROI member-farmers

owner structure

C

investors/private

C

member-farmers

financial structure

C

equity

C
C
C

permanent capital
risk-bearing capital
guarantee capital

financing of investments

C
C

issuing new shares
bank loan

C
C

member capital
bank loan

decision making process

C

internal

C

members

business performance
analysis

C
C
C

profits
ROI of the processing firm
solvency

C

rentability as an indicator for profit
performance
ROI of the member-farmers
milk price
solvency: permanent, risk-bearing
and guarantee capital

C

function

C

orientation

C
C
C

chain

ROI = return on investment

BuyersBuyers
Food retailers are still by far the largest buyers of dairy products. Increasingly, however, other
customer groups in food services, the food industry and the non-food industry are gaining in
importance. Regional demographic developments and changes in consumer behavior
obviously affect the demand for dairy products from both food retailing and food services.
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This demand is changing considerably both in terms of volume and composition for all
customer groups (Baas et al., 1998). Five customer groups can be distinguished for the dairy
industry: food retailers, food services, other food industry, pharmaceutical & other non-food
industry and the animal feed industry.
The final buyers of dairy products are consumers. As a result of demographic changes, market
changes and changes in lifestyles and values within the European consumer market some
general trends related to food consumption can be considered: saturation of the market,
growing demand for diet and health food, smaller packaging, growing demand for
convenience food, dining out and a growing fragmentation of the market. Similar trends can
be perceived in the dairy consumption (Van der Hamsvoort and de Vlieger, 1995).
From 1985 on the retail sector in Western Europe has been characterized by intense
competition and low growth, which has ultimately led to the emergence of the large multiples
dominating the retail market. In most European countries, the three largest retail chains have a
combined market share of over 30% (Zwanenberg, 1997). In most Northern European
countries, including the Netherlands, the top three have a market share above 60%. In
addition, a strong tendency towards internationalization can be observed, which is, according
to Zwanenberg (1997), only possible if a strong position on the home market is held. This
utterance is exemplified by the strong position of Albert Heijn on the Dutch market with a
market share of over 30%.
The above described trends in the consumer market, such as a growing consumers desire for
convenience goods and dining out, resulted in the growth of the food services sector. This has
created a market opportunity for the dairy industry, as the food services sector is an
increasingly important buyer of dairy products.
Balance of power within the chainBalance of power within the chain
Although the European dairy sector is in the middle of a concentration process, as the food
industry in general, their scale of operations has been surpassed many times by that of the
large retail chains. As a consequence, the dairy industry indeed feel the pressure exerted by
their buyers. Especially since they supply one of the supermarket s most important fresh
products: milk. For the dairy industry, this has not proved to be an advantage so far, because
offering milk at low prices is an important instrument often used by supermarkets to attract
new customers (Krijger, Tuten and Voorbergen, 1997). These developments are the result of a
very competitive world. Food manufacturers fighting for shelf space and retailers, in turn,
fighting for the consumer s ECU. This happens under very competitive conditions inducing
further scale increases aiming at further price reductions.
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Environmental performanceEnvironmental performance
Although the environmental problems within the dairy industry are relatively small compared
with other sectors of industry, it does have environmental problems. The main environmental
problems are water consumption, waste water use and draining, energy consumption with the
accompanying emissions, and packaging. For both water consumption and energy efficiency
apply that at the one hand technological limits for further improvement are nearly reached,
and at the other hand current market developments requires product diversification and certain
quality standards which directly frustrates efficiency improvements. Especially in the area of
packaging, an active and fruitful policy results in environmental improvements. The impact of
these improvements are strengthened by the extensive absolute magnitude of packaging in
the industry as the dairy industry is the largest packer in the Netherlands. The branch
undertook diverse packaging innovations in the last decade in order to both reduce costs and
improve the environmental performance of its packaging. The introduction of the ultra-light
refillable poly-carbonate milk bottle is one of the most recent packaging innovations with an
environmental character, although the industry itself is hesitant to call it an environmental
innovation.
As a consequence of the limited insight in the actual pollution level of the dairy industry, in
1992, the industry has taken the initiative for a Coordinated Emission Registration Dairy
Industry (Geco`rdineerde Emissie Registratie Zuivelindustrie - GERZ). Environmental data
were systematically collected by 95% of the dairy companies, which was the basis of an
environmental registration and monitoring system for the whole industry. By signing a
covenant with the Dutch government, the industry has committed itself to publish every four
year its intended and already enforced environmental activities and efforts for each
operational company of the concerned companies, in a Company Environmental Plan
(Bedrijfsmilieuplan - BMP). Compared with other industry sectors, the dairy industry is well
organized and has a high level of own initiatives in the field of environmental management.
External environmental pressureExternal environmental pressure
The main external environmental pressure for the Dutch dairy industry, is the Dutch
environmental regulation. Besides, the dairy industry is subject to environmental market
pressures and pressures from society.
Environmental regulationEnvironmental regulation
Dutch environmental regulation in the dairy industry has been characterized by negotiated
agreements. The covenants are probably the most eye catching form of these agreements.
Herein, companies commit themselves to formulate a Company Environmental Plan
(bedrijfsmilieuplan - BMP), which can lead to a so called flexible licence . Covenants are
negotiated agreements between business and the government. Within the framework of the
target group policy (doelgroepenbeleid), the government negotiate the environmental
objectives with the specific industrial target groups. The way and time of realization are
subsequently fine tuned in consultation with business, by which carrying capacity and
competitiveness are reckoned. These agreements are in principle voluntary, but noncompliance without an acceptable reason can lead to more severe command and control
regulation. The second generation covenants try to overcome the problem of a lack of
concrete obligations by designing the covenants as common contracts, to which civil law is
applicable. The agreements are binding and possibilities for sanctions are incorporated in
more and more covenants. The Packaging Covenant II is an example of such a second
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generation covenant. In addition to the Packaging Covenant II, two more environmental
covenants are effective in the dairy industry: the Declaration of intent enforcement
environmental policy dairy industry , and the Multi-year agreement improvement energy
efficiency dairy industry . On the basis of the first two covenants, companies are able to get a
flexible license.
The declaration of intent enforcement environmental policy results in company
environmental policy plans. If, besides these plans, a reliable environmental management
system and a clear environmental report is present, a company qualifies for a flexible licence
or a licence on main issues . The difference with the traditional way of enforcement is the
more intensive check on a company s self-control by the authorities and the extent to which
the company can be blamed for possible malpractice. Consequently, the enforcement will be
concentrated to a larger extent on main issues.
Environmental market and societal pressuresEnvironmental market and societal pressures
Environmental market pressure can both be seen out of a buyers perspectives and out of a
competitors perspective. At the moment, the main environmental market pressure for the
Dutch dairy industry is the before mentioned growing demand for ecological dairy by large
retail chains and the final consumers. To what extent either the retailers or the consumers
were the initiators for this growing demand is hard to say. However, the power of large
retailers compels the dairy industry to actually deliver this ecological dairy, by which a largescale distribution is realized. The consumers, originally asking for ecological dairy or not,
now have a choice and increasingly make this choice, witness the growing sale of ecological
dairy. The dairy industry responds to this market pressure by adapting part of their production
processes and large dairy companies start to take over small ecological processors. Another
kind of environmental pressure by buyers is the increasing environmental demands towards
packaging by both the consumers and the retailers, which is partly related to the Packaging
Covenant. The third environmental pressure exerted by buyers is, theoretically, the pressure to
inform the public about the company s environmental performance and policy for example by
means of an environmental report. However, compared to other industry sectors such as the
automobile industry, this pressure seems not to be that significant within the dairy sector to
date.
Following on the above discussion on buyers environmental pressure, competition will
intensify this pressure. To be able to remain delivering the whole product range to the retailers
and subsequently the consumers, it is important for dairy processors to catch up with the
demand for ecological dairy and the environmental packaging requirements. Otherwise, the
competitor will be able to sweep their market share. Exemplary for this development are the
recent take-overs of small ecological processors by large dairy companies. Additionally,
environmental performance can be triggered by competitors. With the coordinated emission
registration for the dairy industry in 1992, environmental data came publicly available.
Herewith, dairy companies got insight in their relative position considering environmental
performance in the industry. Subsequently, companies can take action to improve this
position. Finally, to a growing extent it can be observed how dairy companies make
environmental reports in a reaction on their competitors, besides out of a governmental and
public pressure
Environmental pressure from society can be divided in pressure from environmental groups
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and pressure from consumer organizations. Although the exploratory study showed a relative
small influence of society on a company s environmental performance, environmental groups
and consumer organizations should be mentioned here. They can exert environmental
pressure towards the improvement of the environmental performance of a company an the
open information about this performance by means of, for example, an environmental report.

4 A theoretical framework: hypotheses
Based on the analysis of existing environmental management models, the exploratory study
and the insights in the Dutch dairy sector, four points of view are selected to analyze the dairy
industry s greening process and to answer the following research question:
What are the main stimulating and hindering forces behind the greening process of
Dutch dairy companies? And how does this process develop?
Figure 2 shows the four points of view for the analysis: a company s generic competitive
strategy, a company s organizational structure, the power and influence of the chain, and
organizational culture.
The analysis of a company s generic strategy includes a company s market position (goals)
and the concentration process within the industry. Organizational structure, in the first place,
refers to the actual position of environmental tasks and responsibilities in the organization.
Additionally, in a dairy industry perspective organizational structure can have explaining
power for the greening process by the division in investor-owned companies and cooperatives
with their concomitant financial structure. The power and influence of the chain in which a
company is operating, proved to be of a growing importance for the dairy industry, as
described in section 3. Finally, culture refers to the relation of both organizational culture and
top management personal commitment with a company s greening process. The influence of
external stakeholders are indirectly dealt with in this perspective as well.
Compared with the results of the exploratory study as showed in figure 1, the factors sector
specificity and regulation are missing. These two factors are logically excluded by focusing
on one sector.
Hypotheses related to the relation of the four possible influencing factors, as showed in figure
2, and the greening process of Dutch dairy companies, will be presented during the
conference. Moreover, some first results of the currently undertaken empirical study in the
dairy industry will be presented.
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Figure 2: influencing factors for the dairy industry greening process
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