Greening Corporate Dragon’s Environmental

Management and Reporting in Shanghai

By

Anna Lee Rowe

BBus(ECU), PGradDipBus [Distinction], MCom [Distinction] (Curtin), CPA

A thesis submitted in fulfilment of the requirements for

the degree of

Doctor of Philosophy (PhD)

Macquarie University

Sydney, Australia

June 2006



Copyright in relation to this Thesis

Under the Copyright Act 1968 ( several provision of which are referred to
below ), this material must be used only under the normal conditions of
scholarly fair dealing for the purposes of research, criticism or review.
In particular no results or conclusions should be extracted from it, nor
should it be copied or closely parahrased in whole or in part without the
written consent of the author. Proper written acknowledgement should be
made for any assistance obtained from this material.

Under Section 35 (2) of the Copyright Act 1968 'the author of a literary,
dramatic, musical or artistic work is the owner of any copyright subsisting
in the work'. By virtue of Section 32 (1) copyright 'subsists in an original
literary, dramatic, musical or artistic work that is unpublished' land of
which the author was an Australian citizen, an Australian protected person
or a person resident in Australia.

The Act, by Section 36 (1) provides : 'Subject to this Act, the copyright ina
literary, dramatic, musical or artistic work is infringed by a person who,
not being the owner of the copyright and without the licence of the owner
of the copyright, does in Australia, or authorises the doing in Australia of,
any act comprised in the copyright'.

Section 31 (1) (a) (i) provides that copyright includes the exclusive right
to ‘reproduce the work in a material form'. Thus, copyright is infringed
by a person who, not being the owner of the copyright, reproduces or
authorises the reproduction of a work, or of more than a reasonable
part of the work, in a material form, unless the reproduction is a ‘fair
dealing’ with the work ‘for the purpose of research or study' as further
defined in Sections 40 and 41 of the Act.

Section 51 (2) provides that "Where a manuscript, or a copy, of material of
other similar literary work that has not been published is kept in a library
of a university or other similar institution or in an archives, the copyright
in the material or other work is not infringed by the making of a copy of
the material or other work by or on behalf of the officer in charge of the
library or archives if the copy is supplied to a person who satisfies an
authorized officer of the library or archives that he requires the copy for
the purpose of research or study’.

* Thesis' includes ' treatise’, ' dissertation' and other similar productions.






Table of Contents

Table Of CONEENLS......ocveeeviitiiieiereeeetebere et sreeseeste st s st e ent s et esraessbeenreeassabanns i
LISt Of TADIES ...ttt v
ABSTRACT ...ttt en bt e ebs st eas b e vi
CERTIFICATION ..ottt ettt in s sns e s ern s st vii
ACKNOWLEDGEMENTS.......coneitiiineeeecie ettt viii
Chapter 1 : INtroduCtion...........cciveiiiiiieiniiiii e 1
1.1 COMEEXT...cocueiienrieieeeiecreeieesteenreesiae s e stesseesane s sitesmne st et e ba s e s re s s neesabnestessanes 1
1.2 Significance of Corporate Environmental Management and Reporting........ 3
1.3 Research Objectives and QUESLIONS........c.ccovveviviiiiiiiiniincnieee e 5
1.4 Research methodology ......c.ccecvvveriviciiiniiniiniciii e 7
1.5 Scope and Limitations ...........cccccveiiininiirininciiiei et 8
1.6 FINAINGS ...voveiieeriiccierecciei et st 10
1.7 Ethical ISSUES ...c.veevreiiiieieciceeete ettt 11
1.8 Organisation 0f ThesiS.......cccccoeiriiiiiiiniiics 11
1.9 SUMMATY ..ottt n 11
Chapter 2 : ‘Greening’ Phenomena of Corporate Environmental Management and
REPOTHING ..ottt e 13
2.1 INtrOAUCHION....c..uviiiieeieeie ettt e s 13
Part A: Corporate Environmental Management (CEM) .................................. 14
2.2 Meaning of “GIeening’ .........ccecvueeuiirieereeiereerinieenreie et eaenesees 14
2.3 Development of Environmental Management Concept............ccoceeveinene 16
2.3.1 Types of EnvironmentaliSm...........ccocooiniiinincienniiininiiiiceceecnenes 17
2.4 Corporate Environmental Paradigms........c.c.coeeeviiieiinnicniiicniciceeans 19
2.4.1. ANthTOPOCENIISIN . ..evimiiniiiiteiecee ettt et ettt sreneenens 20
2.4.2. ECOCENIIISIN ...c.eeoviiiiiiiiieie ettt et e te s e s ae s sreesee e saneen 23
2.4.3. SUSLAINCENLTISIN ..coveuiiuireriieteienteseereetentee e steseertereere e st eaeentensesneeneesaenseonens 25
2.5 Greening of Organisational Theoretical Framework ...........cccccoceeveneninncne 27
2.5.1 Organisational Theory and the Environment............ccoccoecoiniiniinininnen. 27
2.5.2 ‘Greening’ Institutional Theory ...........ccoerinirinineinieeneeereceene 32
Part B: Corporate Environmental Reporting (CER) .......cc.ccoceviiiiiiiniins 33
2.6 INtrOUCHION. .. .ottt 33
2.7 Motivations for CER..........cooiriiiiiii e 34
2.8 Development of CER ......cccoouiiiririecte e 38
2.9 Theoretical Concepts Of CER .......cccooiiiiiiiiniieeecc e 45



2.9.1 Positive accounting theory (PAT).....ccoooviiriiii 46

2.9.2 Political Economy Theory ..., 47
2.9.3 Stakeholder Theory.....ccooiviireeiciiii e 48
2.9.4 Legitimacy Theory. ... 50
2.9.5 Institutional TREOTY ......cccoeverieiiiiiiiei e 52
2.10 SUMMATY ...ovoviiieeiceceteetcreeere ettt 55
CRAPLET 3 ...t 57
3.1 INFOAUCHION. ..ottt e e s s 57
3.2 Importance of China in Global Environmental Management...................... 57
3.3 Environmental Issues and Awareness in China............ccccovviniiiniinninnnnnnnnn 60
3.3.1 Natural Resource EXploitation...........ccoceeveeniniiniinneinieinieiiisiesnssnneies 61
3.3.2 Coal dependency .........c.cccoueeiriiereniiniiiiciiicre e 62
3.3.3 Low efficiency of industry.........ccceeevnieniincniininiiniine e 65
3.3.4 Unrestrained distribution of Industry ..........c.ccocvvveninniniiininiicne 67
3.4 National Environmental Pollution ISSUES ..........cccooiiiiiiininiininin, 68
3.4.1 Water Supply and Pollution.........ccocueveereierminiiiniiiiien e 68
3.4.2 At QUALILY .ooviiiiieiiciccee sttt 69
3.4.3 Industrial Solid Waste..........ccocuererirniiiiiiiii e 72
3.5 National Institutional Frameworks for Environmental Management.......... 73
3.6 China’s Corporate Environmental Reporting (CER)........c.ccoevvriinninins 76
3.7 SUMMATY ....ooiiiiieiie ettt e st s s sane s s be e s bn e e e assens 79
Chapter 4 : Research Theoretical Methodology .........coceeiiviiniiiiiniininne 81
4.1 INtrOAUCHION. ... cieieciieeeie ettt et ab e e e b et s 81
4.2 Research Paradigm ...........c.ocvivvierieiinienceniceccccntc e 82
4.3 Methodological Theoretical Approaches.........cccocvvvvvriiineiniininniiciecninnee. 86
4.3.1 Phenomenology .........c.ccoeecuiiiiieieienieneerr e 87
4.3.2 Symbolic InteractioniSm..........coovveeevrerecrererncneenneees ettt eeeeeee————————eeeeenane 89
4.4 Research Srate@y ........cceeeriieierieieeieeieeiieecenieeie st es e re e se e eas 90
4.4.1 HiStOTIOZIAPNY ....veecviieiiiictieiteecreie et et ettt n e ees 91
4.4.2 Multi-Case StUdY ......cccoviieiieicicceeee e 94
4.4.3 Grounded Theory and Grounded Research ...........ccocceenciiiiiiniiinnnnnns 95
4.5 Research Design and Method ..o, 98
4.5.1 Stage 1 Preliminary Field Research............ccooooeveeiiveiiniiccns 101
4.5.2 Stage 2 Interview Protocol Design ........cooceevverereiniinicneciccninieieeee 106
4.5.2.1 Interview Plan: Non-verbal Behavior Awareness ............c.ccocevnieniennns 107
ii



4.5.3 Stage 3 Main Interview Field Research..........ccooniiiniin 108

4.5.3.1 Limitations of INTErVIEWS..........cccccieiniiiiiiiiiiiiiiir e 111
4.5.3.2 Data Management and Analysis ........c.cccoevereinieiiinnieinnenneineins 112
4.5.4 Stage 4 Analysis: Theoretical SEnsitivity .......cocoevriiverinrnieirneccnnne 118
4.6 LIMITAIONS .....veeteeererieeeiieresieesieteseeee st siesstssae s sbestssnseebs s era s s aessassbaesnasssesses 121
4.7 Rigour and Trustworthiness in Qualitative Research ............c.oooencenn. 121
4.8 SUIMIMATY ....ovveneieniiieieiertie ettt 128
Chapter 5 : °‘Evolutionary Epic’ of China’s Environmental Management
INSHIEULIONS ©.vveviveerieereeteceere et et et si e et e e s e s b sa e saae s st srn s sareerbsenreesssasees 131
5.1 INtOAUCHION.....cvvieriererecreie sttt sbe e sb s ae s ebe b s eaeeans 131
5.2 Looking Through the Institutional Lens ..........ccccovenniivnninnicininn, 132
5.2.1 Stage One (Pre-1977)..c.ccciiiiniiciieree s 137
5.2.2 Stage TWO (1978-1990) .....cvevveeeiriiriiiiiiniriccicerce e 139
5.2.3 Stage Three (1991-1999) ..o, 144
5.2.4 Stage Four (2000-2000) ........cccourrerecrriruineeiinicininie s 146
5.3 IMPLCALIONS ....oeuieviiiiiiinrerieecre e s 149
5.4 SUMMATY ..covevieiiieieeiirceiet ettt a st anes 154
Chapter 6 : Findings and Conceptualisation of CEM and CER ......................... 156
6.1 INtrOAUCHION. ....ccviireireieeieieee e s 156
6.2 Corporate Environmental Management (CEM) Concept..........ccccocuennnen. 158
6.2.1 Looking through the Chinese ‘Lens’ ........c..cccceeveviniiciinininniineie 158
6.2.2 Comparative Case-study ENterprises..........cooceeeereeeiveniniienninveniencnen, 164
6.3 Model 1 of Overview of Major Concepts.......c..ccccocereeevvinieinnecinicnnns 168
6.4 Model 2 of Environmental Reporting (CER to the Public) .........c..ccc........ 169
6.5 The ‘Yin and Yang’ Concept: Economic - Environmental Sustainability 175
6.5.1 Enter ‘Yin and Yang’ Balance..........cccooemverenicniinicniiecceiice 177
6.5.2 Coercive Government institutional involvements .............cccccoeoenicinnne. 178
6.5.3 Personal espoused environmental attitudes ..........cooceeeveeieeieeicnneennenne. 181
6.5.4 Preferred Environmental Solutions...........cccoeeermevecvivininininccnnne. 183
6.6 Cultural Norms (Informal rul€s) ..........ccovueeeierreenrenierceeereereee e, 184
6.6.1 Guanxi (X£F2) and Trust (fE 1) c.vevveeeeeeeeeee e 185
6.6.2 SECTECY ...ouieieiiiiereeieeiint ettt ettt bbbt s 189
6.7 SUIMMATY ....oveinieieeiieiceietenre ettt etet et e sbesae e ssaesas e b ennesae e 190
Chapter 7 : Further Discussion and Implications............cccocceviniiiniininiininnns 192
7.1 INtrOQUCHION......oiiiieiieeieeie ettt e s 192



7.2 Emergent Model for the Greening of Corporate Dragons’ CEM and CER in

Shanghai.........cocoiiiei e 193
7.3 Core Conceptual Theme: ‘Greening of Corporate Dragons’ CEM and CER
......................................................................................................................... 195
7.3.1 Corporate Environmental Reporting (CER) .........ccooevivvveecieecienee, 198
7.4 ‘Yin and Yang’ Theme: Economic ‘Rice Bowl’ and Environmental
Sustainability ......c.coccoiriiiiiii s 209
7.4.1 Government institutional involvements..............cccccoveeviivveeiisene. 213
7.4.2 Personal espoused environmental attitudes ..............cevevverevererenerennnn. 216
7.5 Cultural TRemE ......c.cooiiiiiiecce et 218
7.5.1 Guanxi (ZEFR) and Trust (1E1E) v e 219
T.5.2 SEETECY ...ttt ettt ettt see ettt es et eree s eee e aeeaneene 221
7.6 Why does the ‘talk’ not match the *walk’?............ccoovvvvimiiiececcieeeean 224
7.7 Recommendations from the findings............c.cooeueueeeeccrerineeieeereennes 227
7.8 SUMIMALY ..ottt st ea e s e et e et e 228
Chapter 8 1 CONCIUSION .....ucvviiiieececeeee ettt e e et ae 229
8.1 INrOAUCHION. .....covrieiieirietete e e 229
8.2 CEM and CER in Shanghai ...........c..cccc.corueveeuiereieeieeeeeeeeeeee e 230
8.3 Reflection — lessons learned ...............c.coouvuvvevieierececieeeee e 232
8.4 Future Research Agenda...........c.ccooooviiueuiieiiiiceeeeeeeeeeeee e 235
REfEIENCES.........oiiiiic et 240
APDPENAICES. ...ttt ettt et et e es e eeeseseerareses e e eseesenes 277
List of Tables

Table 2.1: Traditional versus Ecocentric Management ..................ccoc.coooevueneen.. 21
Table 2.2: Reasons for voluntary CER disclosure or non-disclosure................... 35
Table 4.1: Basic Beliefs of Alternative Paradigms..............oocoovevereeereeorreeserereenn, 84
Table 4.2: Research SUate@ies................co.vurveereeeeeeeer e e e e ees e 90
Table 4.3: Types of Case study Enterprises Interviewed...............ccoorvvrvverrenn... 108
Table 4.4: Definitions of Construct, Category and Concept.............c.vereermen..... 114
Table 4.5: The Heuristic Analysis Process for Phenomenology ........................ 119
Table 4.6: Summary of Techniques for Establishing Trustworthiness............... 125

Table 5.1: Development Progress of China’s Environmental Management Institutions



List of Figures

Figure 2.1: Corporate Environmental Management and Reporting ..................... 27
Figure 3.1: Comprehensive Air Pollution Index............cooevvieiniiceccniciee 70
Figure 3.2: Institutional structure for Environmental Protection in China........... 75
Figure 4.1: Research Design Framework ..............ccccovvviieeiveevinicceciceceeenn 99

Figure 4.2: Ilustration of Relationships among Constructs, Categories and Concept. 115
Figure 6.1: Constructs, Categories, Concept and Theme ...........cccoevveveveevennnnee. 157

Figure 6.2: Mandarin and English terminology comparison for environmental

MANAZEIMENL ......c.eiutiiiiriirieiceeeterieresesteeessesseneeseatassesaessasaessssssessessesssensessessessessens 160
Figure 6.3: Comparative Case-study Enterprises .............ccocoevvevvveeneivecveenennnn. 166
Figure 6.4: Model 1 Overview of Major Concepts..........c.coovevereeeenrueveeenennee. 168
Figure 6.5: Model 2 of Environmental Reporting ..............ccccocovveuevivueeeneennenenne. 170
Figure 6.5a: CER ..ottt 170
Figure 6.5b: Incentives for CER ................ocoooiiiiiiieeeie e, 172
Figure 6.5c: Non-Environmental Reporting ..............cccco.ovvvenveineeeeeeeeeeenas 173
Figure 6.5d: Barriers for CER............cccooviviiiiiiieceeeeeeeeee e 174
Figure 6.6: “Yinand Yang’ Economic Growth and Environmental Sustainability ....176
Figure 6.6a: Coercive Government Institutional Involvements........................ 179
Figure 6.7: Model 4 Cultural Norms (Informal Rules).............cocoevemeveverivennn. 185
Figure 6.8: Cultural Norms, Informal Rules..............ccoocoreemeeeveeeeieseerenn. 188
Figure 7.1: Emergent Model for Greening of Corporate Dragons’ CEM and CER
in the Chinese Context in Shanghai...............oco.oououeeeiveeeiiiieeeeeeeeeeeeeee. 193
Figure 7.2: Cognitive Dissonance — Formal Legal Rule ..........cocccovvmvvvenn..... 225
Figure 7.3: Cognitive Dissonance of Institutional Constraints........................... 226
Figure 8.1: Transformative Knowledge...............covueueeeveeeeeeeeoeeeeereeeeeeeeeenn 236



ABSTRACT

What was once the preserve of a ‘green’ social organisational fringe, Corporate
Environmental Management (CEM) and Corporate Environmental Reporting
(CER), have increasingly become a core business strategy. Research studies in
this arena have been centred on industrialised nations (e.g., Guthrie and Parker,
1990), and until recently, comparatively sparse focus on developing nations
(Belal, 2000), particularly in empirical studies on CER in the People's Republic of
China (PRC).

As the most populous nation on earth with one fifth of humanity (1.3 billions),
China’s astounding economic growth and resource consumption (Economist,
2005), provide ‘telescoping’ lessons in understanding the embracing of CEM and
CER in rapidly developing countries. Motivated by China’s unique institutional
structure and embryonic stage of environmentalism (Luo and Yuwen, 2001; Chan
and Welford, 2005), this field study explored the ‘greening’ phenomena of CEM
and CER as perceived by senior managers in Shanghai.

Utilising a modified grounded research approach (Strauss and Corbin, 1990;
1994; Whiteley, 2004), the constructivist ontology was chosen to penetrate the
social context of the companies interviewed. Grounded in the data and applying
interpretive epistemology, this qualitative research elucidated our awareness about
the normative assumptions underpinning CEM and CER in Shanghai. The
emergent model illuminated our understanding of how Chinese institutions and
senior individuals within enterprises responded to the greening challenges, and

how senior managers matched their personal beliefs with perceived CEM and
CER.

The results in this study indicated that CEM and CER were influenced and/or
constrained by formal institutional rules (e.g., environmental policies and laws)
and informal cultural institutional norms (e.g., Guanxi, trust and secrecy). The
findings resonate well with institutional theoretical constraints (Powell and
DiMaggio, 1991; Fogarty, 1992a) and cognitive dissonance theory (Festinger,
1962). This is attributable to the dilemma of balancing the ‘yin and yang’ of long
term environmental sustainability and short term economic growth.
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