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Abstract 

This paper analyses the link between sustainability-related innovation and sustainability 

performance and the role that family firms play in this. This theme is particular relevant 

from a European point of view given the large number of firms that are family-owned.  

Governments often support environmentally and socially beneficial innovation with 

various policy instruments with the intention is to increase international competitiveness 

and simultaneously support sustainable development. In parallel, firms use corporate social 

responsibility (CSR) and environmental management systems partly in the hope that this 

will foster such innovation in their organisation. Hence the main research question of this 

paper is about the association of CSR and environmental management with environmental-

ly and socially beneficial innovation and its determinants. Based on panel data, the paper 

analyses the link of corporate sustainability performance with sustainability innovation and 

the effect of being a family firm using panel estimation techniques. The paper discusses the 

results of the analysis, which point to a moderating role of family firms on the link of sus-

tainability innovation and performance and assesses the policy implications of this insight. 

 

Keywords: sustainability, innovation, management, quantitative methods, family firms 

JEL classification: C30; L73; Q25 

 

This research was supported by the Deutsche Forschungsgemeinschaft through the SFB 

649 "Economic Risk" 



 2

INTRODUCTION 

This paper analyses how corporate sustainability management activities associate 

with sustainability-related innovation in companies. The relevance of this question can be 

derived from a policy as well as a firm perspective. In terms of the former perspective, 

governments often support environmentally and socially (particularly) beneficial 

innovation with various policy instruments with the intention to increase international 

competitiveness and simultaneously support sustainable development. For example, the 

German secretary of state for the environment demands: “Germany should establish  

itself as a responsible energy efficiency and environmental technologist in the global 

division of labour between nations” (Gabriel, 2006). This perspective, which stresses the 

opportunities arising from sustainability-related innovation for increasing competitiveness 

is complemented by a risk-oriented view, which is explicated in the 7th Lifeworth Annual 

Review. The environmental managers surveyed for the review do not see sufficient 

progress with regard to reduction targets concerning e.g. climate change or poverty. One of 

the authors of the study hence stresses the „... need for a new mindset for corporate 

sustainability to stimulate innovation …” (Grayson, 2008). This challenge is also identified 

in a recent study of the consulting firm McKinsey. Its 2007 survey of 400 chief executive 

officers of global companies found 70% of the respondents considering a strategic 

approach to social and environmental issues as having very high or high priority. In a 

survey of 2002 that asked the same question, only 33% of the respondents considered this a 

very high or high priority. At the same time, the respondents to the McKinsey survey 

perceive significant challenges in the organisational implementation of such a strategic 

approach. Policy makers often consider EMS as one approach to achieve such a strategic 

integration. In particular, they perceive EMS as a means to push environmental innovation 

(as one specific sub-category of sustainability related innovation), and by analogy, one 
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could generalise, that sustainability-related innovation could be driven by the totality of the 

sustainability management activities of a company. This related to the second perspective 

introduced above in that firms use CSR and environmental management systems partly in 

the hope that this will foster such innovation in their organisation (and ultimately 

governments support CSR and EMS partly because of this). 

In the remainder of this paper, I initially review extant literature on the link 

between environmental and sustainability innovation and management activities. I then 

introduce a formal definition of sustainability innovation and derive research questions. 

Subsequently the data and the econometric methodology is reported. Following this, 

present results of and empirical study and conclude the paper with a discussion of their 

implications for policy, practice and future research. 

   

LITERATURE REVIEW 

A number of empirical studies have attempted to identify such determinants at the 

level of the firm as well as for aggregated industries (Jaffe and Palmer, 1997; 

Hemmelskamp, 1999; Brunnermeier and Cohen, 2003; Ziegler and Rennings, 2004; 

Rennings et al., 2005; Rennings et al., 2006).  

Jaffe and Palmer (1997) analyse the influence of environmental expenditures on 

innovation activities based on panel data for the U.S. manufacturing sector. They find a 

positive influence of environmental expenditure on future research and development 

(R&D) expenditure, but not on the number of patent applications. However, Brunnermeier 

and Cohen (2003) criticise that the simultaneous influence of environmental expenditure 

on R&D expenditure and patent applications was not modelled and that the number of 

patent applications did not focus on environmental innovations only.  
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Hemmelskamp (1999) analyses data from the Mannheim Innovation Panel of 1993 

based on ordered probit models with regard to the influence of a number of variables on 

five innovation objectives which he identified by means of factor analysis, amongst which 

are “development of environmentally-friendly products”, “reduction of environmental 

impacts from production”, “reduction of energy input” and “improvement of working 

conditions”. A focus of the analysis was an assessment of the influence of environmental 

regulation on innovation activities. This was modelled using an index which evaluated 

separately for each industry in the sample to which degree it is affected by different 

regulatory instruments such as taxes or standards (based on a fax survey of approx. 20 IHK 

managing directors across all federal states).  

A limitation of the research of Hemmelskamp (1999) is that the underlying 

Mannheim Innovation Panel survey which generated the empirical data was not 

specifically oriented towards environmental innovations (Rehfeld et al., 2007), that the 

study did not involve panel data which may result in unobserved heterogeneity being a 

problem and that the regulatory instrument measure applied was empirically gathered 

somewhat casual. 

Rennings et al. (2003; 2005; 2006) analyse in their broad-based empirical survey 

the effects of environmental management systems on firm-level innovation activities and 

competitiveness based on the European Eco-Audit and Management Scheme (EMAS). 

Using survey data and detailed case studies, they show that a stronger integration of 

innovation and environmental management can increase the competitiveness of firms. This 

finding is based on a telephone survey of 1277 EMAS-validated firms as well as detailed 

case studies. The analysis finds a positive effect on the realisation of environmental 

innovations and shows, that the environmental statements required under EMAS 

strengthen information spillovers in that they are used by other firms to generate ideas for 
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own environmental innovations. A limitation of the study is that data was only collected 

for EMAS-verified firms, which limits the generalisability of the determinants and links 

identified. 

Ziegler and Rennings (2004) in another study cast doubt on the effects of EMS 

implementation and if they are related to EMAS validation, since they do not find a 

significant effect of the latter. They analyse a sample of German firms with regard to the 

effect of EMS and of specific measures such as life-cycle analysis or existence of recycling 

systems on environmental product or process innovations. They apply binary probit and 

multinomial logit models. In the case of the former, only certification according to ISO 

14001 has a significant positive effect on firms carrying out either environmental product 

or process innovations alone. In all other binary models (with product innovation only, 

process innovation only and simultaneous product and process innovation, respectively) 

neither ISO certification nor EMAS validation has an effect. 

Individual measures however do have a significant positive effect. These measures 

also have a significant positive association with simultaneous product and process 

innovation in the multinomial logit models analysed. In these, also ISO 14001 certification 

has a significant positive effect. 

The following section outlines the concept of sustainability-related innovation and 

discusses how evolutionary perspectives of cooperation and here in particular open 

innovation processes and user innovation, especially in the context of lead markets, matter 

for sustainability-related innovation. Based on this, it derives then research questions.  

 

DEFINITIONS AND RESEARCH QUESTIONS 

Defining sustainability-related innovation 
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Sustainable development is defined in the Brundtland Report “Our Common 

Future“as follows: “Sustainable development is development that meets the needs of the 

present without compromising the ability of future generations to meet their own needs” 

(WCED 1987: 54). Yet, already the Brundland Report, immediately after this famous 

definition states that in terms of needs, the focus should particularly be on those of the poor 

in developing countries and in doing so provides an early link to the current Bottom-of-the-

Pyramid (BOP) innovation debate (Prahalad & Hammond 2002; Prahalad 2005; 2006). 

In this sense, one can conceptualise sustainability is a bundle of public goods (intra- 

and intergenerative equity, improvement or preservation of environmental quality, 

protection of human health and innovation is one key approach to preserve these public 

goods. For example, Fichter (2005, 84-87; 371-373) distinguishes five types of 

sustainability strategies and identifies amongst these the innovation-based strategy as the 

one which can contribute most to sustainable development. At the same time he argues that 

the innovation strategy enables private benefits to firms by creating new markets and 

market segments. 

Because of this conceptual prominence for sustainable development, sustainability 

aspects in innovation processes have received increased intention of policy makers, 

particularly stressing the role of industrialised countries as lead users and lead markets in 

areas such as sustainable energy technologies, products based on bio-materials or 

nanotechnology and recycling processes. In order to enable a more specific analysis, the 

term sustainability-related innovation shall be defined more precisely. Hauschildt (2004) 

distinguishes generally three categories he proposes to measure innovation success, namely 

(direct or indirect) technical effects, (direct or indirect) economic effects and other effects. 

He explicitly refers to environmental and social effects as specific subcategories of other 

effects. Hauschildt and Salomo (2005) address interactions of different factors with the 
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degree or level of innovation and based on their reasoning, one can derive, that 

sustainability-related innovations have a high degree or level of innovation since in their 

case the environmental and social effects are intended, i.e. represent additional demands. 

However, it is based on this reasoning a very valid question whether sustainability-

related innovation is a special type of innovation in a qualitative sense, or just “better 

managed innovation”, i.e. innovation, where more target criteria are integrated and made 

mutually compatible. Such innovation would in this sense only be a quantitative extension 

of the above performance categories of innovation success, rather than a qualitatively new 

form of innovation. 

The following Figure 1 conceptualises and defines further sustainability innovation 

in a more general way. It illustrates, that the private benefit of an innovation (i.e. the cost 

reduction the innovation brings about for e.g. producing a good whilst keeping the benefit 

of that good constant) is relevant for sustainability innovation, too. This is because the 

higher the private benefit, the higher is the potential of an innovation to compensate for 

negative social effects of that innovation (e.g. because it implies a high level of resource 

consumption). Assume the grey and dashed-grey area in Figure 2 (i.e. the full circle) is the 

set of all possible innovations. If social benefit and private benefit of an innovation can be 

monetarised in a way that both axes of Figure 1 have the same scale, then conceptually, all 

innovations below the dashed line running from the upper left to the bottom right are not 

sustainable in that either they have both, negative social effects and low private benefit, or 

their compensation potential due to the (lacking) private benefit is so low that it cannot 

compensate fully for the increased resource use. This can be termed the “Playstation 

World” of innovations based on the notion, that such innovations neither provide positive 

social effects, nor do they meet consumer demand at a cost so much lower, that the 

consumer could at least in principle compensate society with his consumer surplus for the 
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negative social effect. The areas denoted (1) and (2) in Figure 1 represent innovations that 

are (1) sufficiently economically radical to compensate negative social effects or (2) where 

the positive social effect would justify to society to accept a lower level of private benefit 

(i.e. reduced consumer surplus) because the total benefit (i.e. the increase of consumer 

surplus through e.g. price reductions plus the monetarised positive social benefit) to society 

would remain unchanged. Innovations in areas (1) and (2) could thus be termed 

compensatory sustainability innovations. Finally, those innovations in areas (3) of Figure 1 

(represented by the dashed-grey quarter of the circle) are those that are Pareto-superior, 

that is if technologies or innovation opportunities exist in areas (1) and (3) with the same 

level of private benefit then the latter are to be preferred from a societal point of view. 

Innovations in areas (2) and (3) of Figure 2 are what is traditionally understood as a 

sustainability innovation (or, more specifically, if the positive direct social effect refers to a 

reduced environmental externality, an environmental or eco-innovation). This distinction is 

related, but not identical with the concept of Ilinitch and Schaltegger (1995) of eco-

efficiency portfolios.  
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FIGURE 1: Link between economic radicality and direct social benefit of an innovation 

 

 

Innovation cooperation and open innovation for sustainability-related innovation  

Co-operation (e.g. in terms of innovation networks, acquisition of innovation, open 

innovation or user innovation) seems to be relevant for sustainability-related innovation to 

the degree that such innovation is technologically radical and complex i.e. requiring the 

involvement of a large number of actors or capabilities and having significant 

technological, economical and company-specific uncertainties which require the bundling 

of different resources and competencies (Karl & Möller, 2004). To achieve a large 

improvement, sustainability-related innovation requires complementary changes to enable 

the most suitable uses and a large range of usage possibilities are needed (Konrad & Nill 

2001: 37). The German Environmental Protection Agency e.g. states in this respect: 
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“Technische Effizienzverbesserungen stoßen an Grenzen, die ohne eine Veränderung der 

bestehenden ökonomischen, rechtlichen und gesellschaftlichen Rahmenbedingungen nicht 

überwunden werden können. Zusätzliche Emissionsminderungen, Ressourceneinsparungen 

und Naturschutzverbesserungen, die über die oben beschriebenen technischen 

Umweltentlastungspotentiale hinausgehen, setzen vor allem die Bereitschaft der 

Gesellschaft zu Veränderungen vertrauter Strukturen und Wertvorstellungen voraus (UBA 

1997: 163)“. This statement illustrates that technological and organisational changes often 

do not suffice, but that changes in market and agent relations are necessary. Some of these 

resources or competencies are not accessible through markets, and may therefore require 

cooperation or even acquisitions (Karl & Möller 2004). Also sustainability-related 

innovation processes tend to be socially very complex, and the knowledge to implement 

the innovation is widely distributed and that because of this only a very small amount of 

the overall knowledge needed to carry out the innovation is available in any single firm. 

Boons and Roome (2005) therefore stress the role of innovation networks (see also 

Gemünden et al. (1996) for important variations with regard to innovation network 

configuration) and de Bruijn and Tukker (2002) point to the role of partnerships for 

sustainability-related innovation whilst Starik and Rands (1995) point to the role of inter-

organisational cooperation. Another remedy to the challenge of distributed knowledge are 

distributed search processes based e.g. on open innovation processes und user innovation 

carried out by lead users as for example the case of the Novartis foundation. 

Open innovation and user innovation are discussed in this paper with respect to one 

specific context, namely how they related (and can ideally contribute) to the sustainable 

development (i.e. increased sustainability) of corporations and societies. Open innovation 

and user innovation are (as will be argued later, partly related) phenomena much debated 

recently in academic communities and by business practitioners and it seems to be 
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particularly relevant in the context of sustainability innovation as we will illustrate below. 

It has been linked to work in the field of experimental economics with regard to the 

observation of reciprocial behaviour between economic agents referred to as reciprocity 

(e.g. Fehr & Schmidt, 1999; Bolton & Ockenfels, 2000) and the social welfare implications 

of processes of open innovation or user innovation (e.g. Harhoff et al., 2003). Reciprocity 

has received special attention as concerns the open source software movement, as one 

example of an open innovation process. Open source software (OSS) also illustrates, that 

open innovation is not the same as user innovation, but that the two concepts are closely 

related. For example, some OSS developers (such as Linus Thorvalds when writin the 

Linux code and making it available freely on the internet) are users and hence the freely 

revealing of their innovation is both, a process of open innovation as well as an user 

innovation (possibly because Thorvalds was a lead user, i.e. somebody who was in 

particularly high need of an innovation that also foreshadowed a large future 

demand).Other agents, such as IBM when downloading OSS and integrating it into its own 

products (as in the case of their Apache Server software) can only benefit from this open 

(i.e. freely revealed) innovation if the company sells the product in which the open 

innovation, i.e. the piece of OSS. This need would imply that IBM is in this case no user 

innovator but a manufacturer innovator. However, the rules of OSS would still imply that 

IBM has to reveal some part of its innovation and in this sense takes part in a process of 

open innovation. This relationship between open and user innovation, which is illustrated 

in Figure 2 means that there is an intersection of innovation processes, that are both user 

and open (i.e. freely revealed) innovation (see also Harhoff et al. (2003) on this aspect), 

that there are innovation processes that are either open or user innovation and that there are 

processes that are neither of the two. Nevertheless, the theoretical possibility of a joint 

occurrence of user and open innovation justifies an integrated treatment of the two in this 



 12

paper, especially in the context of environmentally- and sustainability-related innovation 

cooperation. 

 

FIGURE 2: The relationship between open and user innovation 

 

 

 

 

One question that may arise is whether sustainability-related or environmental 

innovation is a specific type of innovation that lends itself to user innovation or open 

innovation processes (e.g. in case it requires a significant inventive step (as defined in 

Hauschildt & Salomo, 2005), is technologically radical and/or is complex requiring the 

coordination of a high number of agents or actors)? 

As concerns user innovation in this respect, sustainability-related innovation is by 

definition characterised by proportionally higher social benefits for users (from reduction 

of negative externalities) relative to private benefits that accrue to manufacturers. Also 

sustainability-related innovation, at least for some user groups implies considerable 

immaterial benefits (in terms of e.g. increased happiness of “doing the right thing”, i.e. a 

“feel good” factor relating to moral satisfaction). This should lead to higher incentives to 

innovate for those users benefiting from reduction of negative externalities and immaterial 

aspects than for manufacturers and should result in increased user innovation activity. A 

specific example that illustrates such sustainability-related user innovation is that of 

Deutsche Bahn AG with regard to car sharing. Car sharing systems initially originated 

amongst users and were thus a user innovation (Hockerts, 2003). Deutsche Bahn as a 

manufacturer innovator and large incumbent firm started later than these users to offer car 

Open 
Innovation 

User 
Innovation 



 13

sharing and essentially took over manufacturing from some of the initial user innovators 

who were motivated at least partly by immaterial factors. This transition is in its general 

features analysed by Baldwin et al. (2006) who point out the crucial role of user 

communities for the transfer from user innovator to manufacturer innovator. The 

acquisition of user innovators by a late-entrant manufacturer is a special case of the 

acquisition of sustainability-related innovation for which other examples are the 

acquisition of Body Shop by L´Oreal or of Ben & Jerry’s by Unilever. These latter two 

examples fit the open innovation paradigm, where the acquisition of strategic resources is 

one extreme on a continuum between make or buy decisions. Strategic resources are (next 

to product lines that allow differentiation in a new dimension or improve a manufacturers 

corporate image) also those that are complementary to a manufacturer’s core product and 

where manufacturers, instead of acquiring may opt for innovation cooperation initially. 

Whereas for user innovators it may be preferable to ultimately hand over production to a 

manufacturer innovator, the example of Hamburg Airport shows, that sustainability-related 

user innovation may also remain within a (commercial) user innovator as a new area of 

business. In this case Hamburg Airport, leveraged its knowledge in noise protection gained 

from application to its own operations which require high levels of noise protection as an 

almost inner-city airport (also involving different user innovations such as demand side 

measures to reducing flight noise impacts for local residents) by selling it as a service (i.e. 

acting as a manufacturer innovator) to other regional airports. 

 

Defining a business case for sustainability-related innovation 

A key requirement for spontaneous emergence seems to be the existence of a business 

case, i.e. a demand side that enables profitable sustainability innovation (see Schaltegger 
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and Wagner (2006) and Schaltegger and Synnestvedt (2002) as well as Wagner and 

Schaltegger (2003) for the fundamental logic behind a business case for sustainability). 

Hence the existence of a business case for a sustainability innovation implies that 

the willingness to pay (WTP) in the relevant market is sufficiently high for the product or 

process innovation in question. A situation in which no business case exists could be 

caused by the lack of a willingness to pay for an innovation that brings about social 

benefits, e.g. in terms of reduced environmental externalities. If no business case exists, 

e.g. because of low WTP the state could intervene in order to regulate market failure if the 

sustainability innovation in question represents a high social benefit, i.e. if the level of 

internalisation of the external effect (e.g. through taxes or certificate systems) is low.  

The earlier example of Deutsche Bahn AG seems to be a very telling case since 

they integrated it into its offerings based on a business case and in a way that ensured it 

would not jeopardize its profitability. More generally, one can even ask the question 

whether logically, there can be a case beyond the business case. For example, as concerns 

environmental innovation as a special case of sustainability-related innovation, there seem 

to be five possible reasons as to why a firm would pursue them. Firstly, this is because new 

legal requirements can only be met by means of the innovation, in which case it would be 

the example of a regulation-driven innovation (of course in a way different to Porter’s 

notion of regulation triggering a win-win situation in that it could be that the net benefit of 

the innovation to the firm could be negative, but still it is needed to continue operations, 

i.e. the innovation is driven by a business case, since without it the firm had to shut down).  

Secondly, firms could enable cost reductions through the innovation which would 

be a production-related benefit leading to increased profitability. Thirdly, the innovation 

could increase product quality, which would be a market-related benefit enabling higher 

unit prices at constant cost, again improving profitability. Fourthly, carrying out the 
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innovation could improve the corporate image which at least in principle could lead to a 

market-related benefit in that heightened positive attention increases the firm’s sales 

quantity and hence overall profits (at constant profit margin). Finally, an innovation could 

be pursued out of completely altruistic means, that is, no short- or long-term economic 

benefit would result from carrying out the innovation which would hence be beyond any 

(even enlightened) self-interest of firms. Only in this last case, one would be faced with a 

case beyond the business case.  

One can also model these considerations in a two-stage game where on the first 

stage a new legal requirement is introduced that causes increased demands as concerns the 

characteristics of production processes or products. In this situation, firms have the choice 

between purely complying with the new demands, or going beyond compliance. The latter 

is the more rational, all else being equal,  

 the higher the reduction of the variable production cost is, that results from 

the innovation,  

 the higher the improvement of production quality stemming from the 

innovation (as long as a positive WTP for this improvement exists),  

 and the higher the effect of a reputation improvement on the sales quantity 

or maintaining the license to operate after the innovation 

of the adoption of a technology or organisational change going beyond pure compliance. 

Of course, a reputation improvement without any effect on sales quantity or license to 

operate would be altruistic, but the influence of an improved reputation on sales could be 

very indirect or long term. 

 An interesting aspect at this point is whether end-of-pipe or integrated technologies 

are equally suitable to go beyond compliance. It seems that technologically, this is well 

feasible, but that the evaluation on the different elements of a business case differ as laid 
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out in the following Table 1 which is based on the assumption, that both types of 

technology achieve the same improvement beyond compliance. 

 

TABLE 1: Comparison of end-of-pipe and integrated technologies for the business case 

Technology License to 

operate 

Sales quantity 

(reputation) 

Product quality (variable) 

production cost 

End-of-pipe + + O O / - 

Integrated ++ ++ O / + + / ++ 

 

As can be seen, as concerns the license to operate and any effect on sales quantity 

resulting from a reputation enhancement (controlling for all other simultaneous effects on 

sales quantity), choosing an integrated technology for going beyond compliance dominates 

end-of-pipe technologies. Per definition, an end-of-pipe technology has no effect on the 

production process and cannot hence change product quality nor reduce production cost. It 

could however (also per definition) lead to additional (unit) production cost. 

Depending on the decision of the firm on the first stage of the 2-stage game 

described above, a differing behaviour of the firm on the second stage can be observed. For 

example, if a firm chose on the first stage to be just compliant, it could on the second sage 

then choose to adopt an end-of-pipe technology which has higher running cost in the long 

term (compared to adopting an integrated technology), but my have lower investment cost 

and minimises interference with production processes (i.e. no modification of production 

processes is needed). In specific market situations (e.g. periods of high demand) or plant 

conditions (e.g. a plant being scheduled already to cease operations at a defined point in 

time in the future) this may be the rational decision. 
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On the other hand, if an innovation aims to go beyond compliance then the 

adoption of an integrated technology may be the rational decision, if it implies a strong 

reduction in (variable) production cost or a sufficiently high improvement of product 

quality or sales quantity from the reputation effect of adopting that technology. However, 

an integrated technology (which e.g. could reduce production cost through process change) 

may also be appropriate to become just compliant. In such a case, it would be 

simultaneously possible to achieve compliance and reduce cost and it could also at the 

same time be feasible to achieve reputation gains or to improve product quality. 

Yet, there is likely a trade-off between these different objectives. For example the 

more a firm moves towards pure compliance the less likely and strong are reputation gains. 

Conversely, the more an innovation (such as an integrated technology) is motivated by 

altruism the higher should be the reputation enhancement. On the other hand if the 

reputation improvement is high because the firm acts altruistically in the first place and if 

this leads to higher sales quantities, then this would imply an economic benefit and hence 

the behaviour of the firm could not be termed altruistic any more. The same is the case if 

an altruistically introduced integrated technology subsequently reduces production cost 

unintentionally, or else, improves product quality. In both cases, the firm reaps economic 

benefits which render the initially altruistic intention obsolete. This is what I term the 

paradox of a case beyond the business case: if the firm acts completely altruistic, then 

realises unavoidably other objectives (such as reputation enhancement) which ultimately 

lead to economic benefits which render the initial altruistic intention obsolete. Hence, 

because different innovation motivations as outlined in the beginning of this section 

interact unavoidably with one another, they are not separable and hence a case beyond 

business case in principle not feasible. 
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Research questions 

In the end, given the definition of a sustainability-related innovation provided in the 

first section it does however not matter from whether firms pursue sustainability-related 

innovations for profit or not (i.e. whether they pursue a business case or go beyond it as 

long as the extraordinary environmental or social benefit can be objectively measured and 

verified. What is however interesting, especially in light of the second section on 

cooperation and openness is, what capabilities in the company bring about sustainability-

related innovation. Empirically, it is observable, that some firms realise more 

sustainability-related innovations than others and next to context factors which need to be 

controlled for, the most likely explanatory factor are certain activities or capabilities that 

some firms have and others lack (e.g. Schaltegger, 2002). Hence two main research 

questions here is about the association of EMS and CSR with environmentally and socially 

(particularly) beneficial innovation: 

Research question 1: What is the link of EMS with environmental particularly 

beneficial innovation?  

Research question 2: What is the link of corporate sustainability performance with 

sustainability-related innovation? 

Next to capabilities as reflected in CSR or environmental management activities, also 

structural factors may differ between firms. One important structural factor related to the 

role of individual families in the management and ownership of firms. For example, Dyer 

and Whetten (2006) report that family firms pursue significantly fewer concerning (i.e. 

negative) activities regarding social responsibility than non-family firms. This supports the 

notion that family owners are more concerned about positive reputation. Yet, the study also 

finds, that family firms do not pursue significantly more proactive (i.e. positive) CSR or 

environmental management activities. Still, indicating a possibly higher awareness and 
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activity of family firms with regard to corporate sustainability, Uhlaner et al. (2004) find 

that inclusion of the family surname in firm name increases perceived social responsibility. 

However this may reflect more stakeholder beliefs about family firms than actual 

differences to family firms. Still, it has been argued that family firms have a more long-

term orientation which could lead to more sustainability management activities and 

ultimately higher sustainability performance (Anderson & Reeb, 2003). Block (2008) finds 

that family firms tend to pursue less severe employee downsizing compared to non-family 

firms. It has also been found, that the association of environmental management activities 

with innovation is more strongly positive in family firms (Craig & Dibrell, 2006) Hence, 

another important research question is: 

Research question 3: Is there a moderating effect of being a family firm on the link 

between corporate sustainability performance or environmental management with 

sustainability-related or environmental innovation? 

 

EMPIRICAL ANALYSIS 

The empirical analysis of the research questions derived in the previous section 

uses panel data for a set of U.S. firms. The advantage of panel data is that unobserved 

heterogeneity is not a problem, since panel estimation techniques largely capture its 

effects. Furthermore, using panel data enables the inclusion of lagged values, which 

reduces endogeneity problems and issues regarding assumed directions of causality that 

arise from contemporary independent and independent variables.  

The set of firms in the Standard & Poor’s 500 index as of 31 July, 2003 was used to 

define the sample of firms to be analysed. This point in time was chosen since 

BusinessWeek provides a full list of which of the S&P 500 firms of that date are family 

firms (Anon., 2003) and also provides data on ownership structure and board composition 
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and management roles for the family firms identified. The remaining non-family S&P 500 

firms in the index are identified from the KLD data and from the S&P website (S&P, 

2007).  

The main sources from which data was collected were the Compustat and 

Worldscope Disclosure and BankerOne databases and the ratings of corporate social 

responsibility and environmental management carried out by Kinder Lydenberg Domini 

Inc. (KLD). The KLD database contains detailed annual ratings on the environmental and 

social activities and performance of over 600 of the largest U.S. companies. The data is 

available for a period of over ten years and enables a detailed assessment of firms’ 

activities with regard to the environment and to social issues. It is also one of the most 

reputed sources for scholarly studies in the field of stakeholder management (see 

Waddock& Graves 1997; McWilliams & Siegel 2000). After matching KLD data with 

financial and ownership/management data from the other sources 3697 usable cases 

remained for the period 1993 to 2003, for which data was however not always available on 

all variables included in the analysis.  

As concerns the dependent variables measuring innovation, KLD data allows to 

construct three meaningful binary indicators. These three (binary) dependent variables 

(addressing essentially product innovation) are firstly environmental Innovation as defined 

by KLD in ist variable ENV-str-A. This variable indicates that a firm has introduced 

products or services which protect the environment or is achieving significant sales with 

such products or services. 

Secondly, a binary measure for CSR innovation was derived based on the KLD 

variables PRO-str-C and PRO-str-X. A firms was assigned a value of 1 on the CSR 

innovation, if it had a positive rating on either one or both of these variables for the year in 

question, and 0 else. PRO-str-C is a KLD variable that records whether part of a firm’s 



 21

mission is the provision of products or services for the economically disadvantaged, PRO-

str-X a variable measuring whether a firm’s products have notable social benefits that are 

highly unusual or unique for its industry. 

Finally, a variable measuring sustainability Innovation is used, that is based on the 

two other variables. It reflects whether a firm carries out environmental or CSR innovation, 

or both. 

Based on the KLD raw data, four indices were constructed. This was firstly a 

narrow EMS index, comprised of the KLD variables Env-str-B; C; D; X; Env-con-A; B 

and in a variant from 1996 on also Env-Str-E (which was later recoded as CGOV-str-D in 

the KLD data). This narrow EMS index ranges from 1 to 5 and 6 (in the case of the variant 

with one additional variable). 

Secondly, a wider environmental management index comprising ENV-str-B; C; D; 

X; ENV_con-A; B; C; D; E; X; CGOV-str-D; COM-con-B; EMP-con-B;  EMP-str-E; 

PRO-con-A; X was calculated, for which index values could range from 1 to 16. However, 

empirically they only range from 2 to 14 with a mean of 7.0. 

Thirdly, a corporate social responsibility (CSR) index comprised of the KLD 

variables COM-str-A; B; C; COM-con-A; DIV-str-A; B; C; D; E; F; DIV-con-A; B; EMP-

str-A; C; D; F; EMP-con-A; C; D was calculated, which referred to social issues and 

activities only which could however address the demands of internal as well as external 

stakeholder groups. The index can range from 1 to 19, but does in practice only range from 

3 to 15. Its mean value is 9.5. 

Fourthly and finally, an overall corporate sustainability index was calculated that 

comprising all KLD strengths and concerns that were available for all years from 1992 

through to 1993. This index is identical with the one used by Dyer and Whetten (2006) 

who also provide more descriptive details on the index. This last index essentially 
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measures the totality and hence the extent of all activities related to corporate sustainability 

(positive or negative) and it can thus be understood as a measure of overall sustainability 

performance of a firm for a given year. The index ranges from 0 to 19 with a mean value of 

10.1. It was considered to instrumentalise the environmental, CSR and sustainability 

performance measures with data on important regulatory changes in order to improve the 

quality of the estimate. However, all significant regulation that could have triggered an 

increase in the level of disclosure or external assessment of the firms social and 

environmental management activities took place before 1993. Hence an instrumental 

variables approach was not pursued further in this respect. 

Next to the core dependent and independent variables, a number of control variables 

have been included. These include firm size and also in some variants the square of firm 

size as suggested in Hemmelskamp (1999). As the distribution of some variables, such as 

firm size was highly skewed, logarithmic values of these were used in the empirical 

analysis. 

Also R&D intensity measured as R&D expenditure divided by sales and (real) GDP 

growth as a proxy for demand conditions as suggested in Horbach (2008) were included in 

the analysis. Also Tobin’s Q as a control for firm performance and market valuation and a 

variable measuring if a firm has a quality management system are included as control 

variables. All explanatory variables introduced so are lagged behind by one year (i.e. are 

for t-1) in the analysis to avoid problems of endogeneity. 

Industry membership as measured in eight different SIC industry categories, as well as 

time dummies for each year in the data (1992 – 2003) were introduced as non-time-lagged 

variables. 

Finally the variable described earlier capturing whether or not a firm is a family firm 

based on BusinessWeek (2003) was included in the model to address the third research 
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question, jointly with an interaction term of this variable with the overall corporate 

sustainability index is included. 

Fixed and random effects panel models according to the following equation are 

estimated in the following:        (1) 

In (1) i equalling 1 to N refers to the units under observation and t equalling 1 to T 

refers to the time periods in the data (1992 to 2003). yit are the binary innovation dependent 

variables for firm i in period t. xit is the vector of time-variant regressors and zi the vector 

of time-invariant regressors (the industry and year dummies). The Hausman test is used to 

ascertain that RE model is appropriate 

 

RESULTS 

As concerns the first research question on the link of environmental innovation and 

environmental management, Table 1 shows that no significant association exists. Also, 

when analysing the possibility of reverse causality as has been suggested by Seijas-

Nogareda and Ziegler (2007), even though the association between management and 

innovation is significantly negative, this is not consistent with the theoretically expected 

direction of reversed causality. These results did not change in the light of extended 

sensitivity analysis, involving e.g. additional explanatory variables (Tobins’s Q, sales 

growth, a dummy for being a family firm, a dummy existence of  a quality management 

system (QMS), a dummy for missing data on R&D intensity and whether the firm is 

extraordinary R&D active as measured by the KLD variable KLD-Pro-D) and different 

specifications of model (including e.g. the squared term of logarithm of sales, 

normalisation of the EMS index score relative to logarithm of assets, usage of dummies for 

each level of EMS implementation instead of an index and interaction terms of a firm 

being a family firm with environmental management and the CSR index). When not 

itiitit uzxy +⋅+⋅+=
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limiting the sample to only the R&D intensive sectors in the sample (SICs 28, 35-38, 73) 

or only the period after 1996 (for which the EMS-Index could be expanded by an 

additional variable measuring environmental reporting and transparency) also the results as 

concerns the main variables environmental innovation and environ-mental management 

did not change in both variants of the model reported in Table 1.  

A similar exercise was carried out for the social innovation variable and the CSR 

index (both as defined above) which involved almost identical sensitivity analysis as 

described for the environmental variables, but the results showed again no significant 

association between innovation and management. 

 

TABLE 2: Quantitative link of environmental innovation and environmental management 

for R&D intensive sectors 

Dependent variable of random effects 

models (binary and ordinal logistic 

regression)  is … 

Explanatory variables and fit statistics 

environmental 

innovation 

Level of EMS 

implementation 

Log. Sales (USD) in t-1 0.14 (0.30) -0.17 (0.09)* 

R&D quota ( %) in t-1 -196.33 (68.32)*** 4.88 (6.24) 

Level of EMS implementation ( 5-point 

Scale, 0: no actitivites) in t-1 
-0.32 (0.34) - 

ENV-str-A (environmental innovation)  

in t-1 
- -0.82 (0.23)*** 

Constant -28.59 (4957.39) -6.85 (2.06)*** 
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Number of observations (minimum/ 

mean/maximum number per firm) 
1133 (1/7.4/11) 

Log likelihood -146.63 -713.69 

Rho 0.77 0.67 

Likelihood ratio χ²-test 363.07*** 17.87*** 

Hausman test (χ²) 9.38 - 

*: weakly significant (10%), **: significant (5%), ***: highly significant (1%) 

 

Concerning the second research question on the link of corporate sustainability 

performance and sustainability innovation, Table 3 shows, that a significant positive 

association is found indicating that sustainability management activities could drive 

sustainability innovation. 

 

TABLE 3: Quantitative link of sustainability innovation and sustainability management 

Explanatory variables and fit statistics for  

random effects model 

Dependent variable:  

sustainability innovation 

Log. Sales (USD) in t-1 1,71 (5,43) 

Square log. Sales (USD) in t-1 -0.04 (0.12) 

R&D quota ( %) in t-1 -17.67 (35.75) 

Corporate Sustainability Performance in t-1 0.18 (0.08)** 

GDP growth in t-1 -0.28 (0.16)* 

Tobin‘s Q in t-1 -0.16 (2.65) 

QMS in t-1 1.11 (0.58)* 

Constant -27.98 (61.09) 



 26

χ²-test for joint significance of industry dummy 

variables 
2.00 

χ²-test for joint significance of year dummy 

variables 
7.73 

Number of observations (minimum/mean/ 

maximum number per firm), number of firms 
1759 (1/7/11), 252 

Log likelihood -259.99 

Rho 0.76 

Likelihood ratio χ²-test 510.5*** 

Hausman test (χ²) 17.74 

*: weakly significant (10%), **: significant (5%), ***: highly significant (1%) 

 

Concerning the third research question, being a family firm has an effect on how 

sustainability management associates with sustainability innovation, as can be seen in 

Table 4. From that table it becomes clear, that whilst being a family firm per se has a 

negative effect on sustainability innovation, family firms with high sustainability 

performance carry out over-proportionally often sustainability innovation.  

 

TABLE 4: Quantitative link of sustainability innovation and sustainability management 

taking into account the effect of family firms 

Explanatory variables and fit statistics for  

random effects model 

Dependent variable:  

sustainability innovation 

Log. Sales (USD) in t-1 1.49 (5.57) 

Square log. Sales (USD) in t-1 -0.03 (0.12) 
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R&D quota ( %) in t-1 -14,73 (33,76) 

Corporate Sustainability Performance in t-1 0,03 (0,10) 

GDP growth in t-1 -0.31 (0.16)* 

Tobin‘s Q in t-1 -0.18 (0.15) 

    QMS in t-1 1.03 (0.59)* 

    Family Firm (1=yes; 0=no) in t-1 -5.68 (2.09)*** 

    Family Firm * Corporate Sustainability  

    Performance in t-1  
0.54 (0.18)*** 

    Constant -23.67 (62.48) 

χ²-test for joint significance of industry dummy 

variables 
1.70 

χ²-test for joint significance of year dummy 

variables 
7.86 

Number of observations (minimum/mean/ 

maximum number per firm), number of firms 
1759 (1/7/11), 252 

Log likelihood / Rho -256,15 / 0.76 

Likelihood ratio χ²-test 486.39*** 

    Hausman test (χ²) 18.51 

*: weakly significant (10%), **: significant (5%), ***: highly significant (1%) 

 

CONCLUSIONS 

The analysis reported here was aimed at addressing the factors that bring about 

sustainability innovation in corporations. Whilst whether or not this is because firms aim to 

realise private benefits and attempt to maximise profits is of secondary importance as 

explained earlier. What is of more relevance is why there is heterogeneity across firms in 
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the capability to pursue sustainability innovation and hence what underlying capabilities 

are crucial to realise sustainability innovation.  

The analysis in this respect finds no association of environmental management with 

environmental innovation. This insignificance of the association between EMS 

implementation levels and environmental innovation remains unchanged in an extended 

sensitivity analysis. As Table 2 shows, the environmental innovation activities of S&P 500 

firms in six research-intensive industries seem to be mainly determined by total R&D 

intensity. Hence, the theoretically justifiable link of EMS and environmental innovation 

cannot be detected in the data. This fits however with earlier survey research (Wagner 

2007; 2008) in which no significant association of EMS with environmental product 

innovation was found, because the latter is essentially what is measured with the KLD 

variables used. The results leave open the option, that causality is reversed, however, the 

theoretical arguments for this are weak (Wagner, 2007). Another explanation could, that 

the innovation measure used is weak. This certainly is to a degree the case, but better 

measures were not available. Ideally one would like to have data patents for all the firms in 

the sample which would enable an identification of environmental patents (as a more 

narrow and precise measure of environmental innovation) based on a combination of 

keyword identifiers and IPC identifiers. However, such a measure has other limitations 

such as not addressing the commercial success of an invention. Again, this could be, at 

least partly, rectified by incorporating patent citations in the analysis. 

 In the more recent and wider context of sustainability, a significant positive 

association is found between innovation and performance and the underlying management 

activities. This positive link is however moderated by whether or not a firm is a family 

firm. These findings are consistent with both, Dyer and Whetten (2006) as well as Craig 

and Dibrell (2006). As concerns the former, the findings confirm that being a family firm 
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per se does not have a positive effect on actions that are beneficial for sustainability. As 

concerns the latter, the insignificant effect of management activities on innovation for non-

family firms is confirmed. Notably, in all models, the industry and year dummies are never 

significant.  

 

ACKNOWLEDGEMENTS 

Feedback from participants at the research seminar of the Chair for Empirical Economics 

at Ludwig-Maximilians-University (LMU), especially Joachim Winter and Florian Heiss, 

and the TIME Seminar of Munich Technical University and LMU, especially Florian von 

Wangenheim and Tobias Kretschmer, is acknowledged. Furthermore, Stefan Schaltegger 

and Patrick Llerena provided useful suggestions. I thank Jörn Block for sharing financial 

data used in this study with me. All remaining errors are mine. 

 

REFERENCES 

Anderson, R. C., & Reeb, D. R., 2003. Founding family ownership and firm performance: evidence from the 

S&P 500. The Journal of Finance, 58 (3): 1301-1328. 

Anon., 2003. Defining Family , BusinessWeek, November 10, 111-114. 

Baldwin, C., Hienerth, C. & von Hippel, E., 2006. How user innovations become commercial products: A 

theoretical investigation and case study. Research Policy, 35(9): 1291-1313. 

Block, J. (2008) Family management, family ownership and downsizing: Evidence from S&P 500 firms (SFB 

649 Discussion Paper 2008-023). Berlin: Humboldt University. 

Bolton, G. E. & Ockenfels, A., 2000. ERC: A Theory of Equity, Reciprocity, and Competition. American 

Economic Review, 90(1): 166-193. 

Boons, F. & Roome, N., 2005. Sustainable Enterprise in Clusters of Innovation - New Directions in 

Corporate Sustainability Research and Practice. In S. Sharma & J. A. Aragón-Correa, Environmental 

Strategy and Competitive Advantage: 259-285. Northhampton: Edward Elgar Academic Publishing.  

Brunnermeier, S. B. & Cohen, M. A. 2003. Determinants of environmental innovations in US manufacturing 

industries, Journal of Environmental Economics & Management, 45, 278-293  



 30

Craig, J. & Dibrell, C., 2006. The Natural Environment, Innovation and Firm Performance: A Comparative 

Study, Family Business Review, XIX(4): 275-288. 

De Bruijn, T. & Tukker, A., 2002. Partnership and Leadership Building Alliances for a Sustainable Future. 

Dordrecht: Kluwer. 

Dyer, W. G., & Whetten, D. A., 2006. Family firms and social responsibility: preliminary evidence from the 

S&P 500. Entrepreneurship Theory and Practice, 30 (6): 785-802. 

Fehr, E. & Schmidt, K. M., 1999. A Theory of Fairness, Competition and Cooperation. Quarterly Journal of 

Economics, August: 817-868. 

Fichter, K., 2005. Interpreneurship – Nachhaltigkeitsinnovationen in interaktiven Perspektiven eines 

vernetzten Unternehmertums. Marburg: Metropolis. 

Gabriel, S., 2006. Innovativ für Wirtschaft und Umwelt - Leitmärkte der Zukunft ökologisch erobern 

(translated from German). Keynote Speech at the Ministry of Environment Innovation Conference. Berlin: 

dbb Forum, 30 October. 

Gemünden, H. G., Ritter, T. & Heydebreck, P., 1996. Network configuration and innovation success: An 

empirical analysis in German high-tech industries. International Journal of Research in Marketing, 13: 449-

462.  

Grayson, David (Cranfield School of Management) in der Pressemitteilung von Lifeworth, Genf, 14.2.2008.  

Harhoff, D., Henkel, J. & von Hippel, E., 2003. Profiting from voluntary spillovers: how users benefit by 

freely revealing their innovations. Research Policy, 32: 1753-1769. 

Hauschildt, J., 2004. Innovationsmanagement (3rd ed.). München: Vahlen. 

Hauschildt, J. & Salomo, S., 2005. Je innovativer, desto erfolgreicher? Eine kritische Analyse des 

Zusammenhangs zwischen Innovationsgrad und Innovationserfolg. Journal für Betriebswirtschaft, 55: 3-20. 

Hemmelskamp, J., 1999. Umweltpolitik und technischer Fortschritt. Eine theoretische und empirische 

Untersuchung der Determinanten von Umweltinnovationen. Heidelberg: Physica.  

Hockerts, K., 2003. Sustainability Innovations - Ecological and Social Entrepreneurship and the 

Management of Antagonistic Assets. Bamberg: Difo-Druck GmbH. 

Horbach, J. 2007. Determinants of environmental innovation: New evidence from German panel data 

sources, Research Policy, 37, 163-173. 

Ilinitch, A. & Schaltegger, S., 1995. Developing a Green Business Portfolio, Long Range Planning, 28(2): 

29-38. 



 31

Jaffe, A. & Palmer, K., 1997. Environmental Regulation and Innovation: A Panel Data Study, Review of 

Economics and Statistics, 79(4), 610-619  

Karl, H. & Möller, A.., 2003. Kooperationen zur Entwicklung von Umweltinnovationen, in: Horbach, J., 

Huber, J. & Schulz, T., Nachhaltigkeit und Innovation. München: Ökom,  191-218 

Konrad, W. & Nill, J., 2001. Innovationen für Nachhaltigkeit. Ein interdisziplinärer Beitrag zur 

konzeptionellen Klärung aus wirtschafts- und sozialwissenschaftlicher Perspektive (Schriftenreihe des IÖW 

157/01). Berlin: IÖW. 

McWilliams, A. & Siegel, D., 2000. Corporate Social Responsibility and Financial Performance: Correlation 

and Misspecification?, Strategic Management Journal, 21(5): 603-609. 

Oppenheim, J., Bonini, S., Bielak, D., Kehm, T. & Lacy, P., 2007. “Shaping the New Rules of Competition”. 

Auf: www.unglobalcompact.org/docs/ summit2007/ mckinsey_embargoed_until020707.pdf, Accessed 10 

July 2007. 

Porter, M., 1991. America's Green Strategy,  Scientific American, 264(4): 96.  

Porter, M. & van der Linde, C., 1995. Toward a New Conception of the Environment-Competitiveness 

Relationship, Journal of Economic Perspectives, 9(4): 97-118. 

Prahalad, C. K. & Hammond A., 2002. Serving the World's Poor Profitably. Harvard Business Review, 

80(9): 48-57. 

Prahalad, C. K., 2005. The Fortune at the Bottom of the Pyramid: Eradicating Poverty Through Profits. 

Pennsylvania: Wharton School Publishing. 

Prahalad, C. K., 2006. The Innovation Sandbox. Strategy & Business, 44: 1-10. 

Rehfeld, K.M., Rennings, K. & Ziegler, A., 2007. Integrated Product Policy and Environmental Product 

Innovations: An Empirical Analysis, Ecological Economics, 61: 91-100. 

Rennings, K., 2000. Redefining Innovation - Eco-Innovation Research and the Contribution from Ecological 

Economics. Ecological Economics, 32: 319-332. 

Rennings, K., Ziegler, A., Ankele, K., Hoffmann, E. & Nill, J., 2003. The Influence of the EU Environmental 

Management and Audit Scheme on Environmental Innovations and Competitiveness in Germany: An 

Analysis on the Basis of Case Studies and a Large-Scale Survey (Discussion Paper No. 03-14). Mannheim: 

Centre for European Economic Research (ZEW). 

Rennings, K., Ankele, K., Hoffmann, E., Nill, J. & Ziegler, A., 2005. Innovationen durch 

Umweltmanagement: Empirische Ergebnisse zum EG-Öko-Audit. Berlin: Springer. 



 32

Rennings, K., Ziegler, A., Ankele, K. & Hoffmann, E., 2006. The Influence of Different Characteristics of 

the EU Environmental Management and Auditing Scheme on Technical Environmental Innovations and 

Economic Performance, Ecological Economics, 57: 45-59. 

S&P, 2007. http://www2.standardandpoors.com/portal/site/sp/en/us/page.topic/indices_500/2,3,2,2,00,6,31,2 

003,0,2,3,0,0,0,0,0.html, accessed 10 October 2007. 

Schaltegger, S., 2002. A Framework for Ecopreneurship. Leading Bioneers and Environmental Managers to 

Ecopreneurship, Greener Management International, 38: 45-58. 

Schaltegger, S. & Synnestvedt, T., 2002. The Link Between „Green“ and Economic Success. Environmental 

Management as the Crucial Trigger between Environmental and Economic Performance, Journal of 

Environmental Management, 65: 339-346. 

Schaltegger, S. & Wagner, M., 2006. Managing the Business Case for Sustainability. Sheffield: Greenleaf. 

Seijas Nogareda, J. Ziegler, A., 2007. Green Management and Green Technology – Exploring the Causal 

Relationship, Mannheim: Centre for European Economic Research. 

Starik, M. & Rands, G., 1995. Weaving an integrated web: Multilevel and multisystem perspectives of 

ecologically sustainable organizations, Academy of Management Review, 20(4): 908-935. 

Uhlaner, L. M., Goor-Balk, H. J. M. & Masurel, E., 2004. Family business and corporate social responsibility 

in a sample of Dutch firms, Journal of Small Business and Enterprise Development, 11(2): 186-194. 

Waddock, S. A. & Graves, S. B., 1997. The Corporate Social Performance - Financial Performance Link, 

Strategic Management Journal, 18(4): 303-319. 

Wagner, M. (2007) On the relationship between environmental management, environmental innovation and 

patenting: Evidence from German manufacturing firms, Research Policy, 36, 1587-1602. 

Wagner, M. (2008) The Influence of Environmental Management Systems and Tools on Innovation: 

Evidence from Europe, Ecological Economics, 66: 392-402. 

Wagner, M. & Schaltegger, S., 2003. How Does Sustainability Performance Relate to Business 

Competitiveness, Greener Management International, 44: 5-16. 

Ziegler, A. & Rennings, K., 2004. Determinants of Environmental Innovations in Germany: Do 

Organizational Measures Matter? (Discussion Paper No. 04-30). Mannheim: Centre for European Economic 

Research. 



 
 

SFB 649 Discussion Paper Series 2008 

 
For a complete list of Discussion Papers published by the SFB 649, 
please visit http://sfb649.wiwi.hu-berlin.de. 
 

001 "Testing Monotonicity of Pricing Kernels" by Yuri Golubev, Wolfgang 
Härdle and Roman Timonfeev, January 2008. 

002 "Adaptive pointwise estimation in time-inhomogeneous time-series 
 models" by Pavel Cizek, Wolfgang Härdle and Vladimir Spokoiny, 
 January 2008. 
003 "The Bayesian Additive Classification Tree Applied to Credit Risk 
 Modelling" by Junni L. Zhang and Wolfgang Härdle, January 2008. 
004 "Independent Component Analysis Via Copula Techniques" by Ray-Bing 
 Chen, Meihui Guo, Wolfgang Härdle and Shih-Feng  Huang, January 
 2008. 
005   "The Default Risk of Firms Examined with Smooth Support Vector 
 Machines" by Wolfgang Härdle, Yuh-Jye Lee, Dorothea Schäfer 
 and Yi-Ren Yeh, January 2008. 
006 "Value-at-Risk and Expected Shortfall when there is long range 
 dependence" by Wolfgang Härdle and Julius Mungo, Januray 2008. 
007  "A Consistent Nonparametric Test for Causality in Quantile" by 
 Kiho Jeong and Wolfgang Härdle, January 2008. 
008 "Do Legal Standards Affect Ethical Concerns of Consumers?" by Dirk 
 Engelmann and Dorothea Kübler, January 2008. 
009   "Recursive Portfolio Selection with Decision Trees" by Anton Andriyashin, 
 Wolfgang Härdle and Roman Timofeev, January 2008. 
010 "Do Public Banks have a Competitive Advantage?" by Astrid Matthey, 
 January 2008. 
011 "Don’t aim too high: the potential costs of high aspirations" by Astrid 
 Matthey and Nadja Dwenger, January 2008. 
012   "Visualizing exploratory factor analysis models" by Sigbert Klinke and 
 Cornelia Wagner, January 2008. 
013 "House Prices and Replacement Cost: A Micro-Level Analysis" by Rainer 
 Schulz and Axel Werwatz, January 2008. 
014 "Support Vector Regression Based GARCH Model with Application to 
 Forecasting Volatility of Financial Returns" by Shiyi Chen, Kiho Jeong and 
 Wolfgang Härdle, January 2008. 
015  "Structural Constant Conditional Correlation" by Enzo Weber, January 
 2008. 
016 "Estimating Investment Equations in Imperfect Capital Markets" by Silke 
 Hüttel, Oliver Mußhoff, Martin Odening and Nataliya Zinych, January 
 2008. 
017   "Adaptive Forecasting of the EURIBOR Swap Term Structure" by Oliver 
 Blaskowitz and Helmut Herwatz, January 2008. 
018 "Solving, Estimating and Selecting Nonlinear Dynamic Models without 
 the Curse of Dimensionality" by Viktor Winschel and Markus Krätzig, 
 February 2008. 
019 "The Accuracy of Long-term Real Estate Valuations" by Rainer Schulz, 
 Markus Staiber, Martin Wersing and Axel Werwatz, February 2008. 
020  "The Impact of International Outsourcing on Labour Market Dynamics in 
 Germany" by Ronald Bachmann and Sebastian Braun, February 2008. 
021  "Preferences for Collective versus Individualised Wage Setting" by Tito 
 Boeri and Michael C. Burda, February 2008. 

SFB 649, Spandauer Straße 1, D-10178 Berlin 
http://sfb649.wiwi.hu-berlin.de 

 
This research was supported by the Deutsche 

Forschungsgemeinschaft through the SFB 649 "Economic Risk". 



 

SFB 649, Spandauer Straße 1, D-10178 Berlin 
http://sfb649.wiwi.hu-berlin.de 

 
This research was supported by the Deutsche 

Forschungsgemeinschaft through the SFB 649 "Economic Risk". 

022 "Lumpy Labor Adjustment as a Propagation Mechanism of Business 
 Cycles" by Fang Yao, February 2008. 
023 "Family Management, Family Ownership and Downsizing: Evidence from 
 S&P 500 Firms" by Jörn Hendrich Block, February 2008. 
024 "Skill Specific Unemployment with Imperfect Substitution of Skills" by 
 Runli Xie, March 2008.  
025 "Price Adjustment to News with Uncertain Precision" by Nikolaus 
 Hautsch, Dieter Hess and Christoph Müller, March 2008.  
026  "Information and Beliefs in a Repeated Normal-form Game" by Dietmar 
 Fehr, Dorothea Kübler and David Danz, March 2008. 
027 "The Stochastic Fluctuation of the Quantile Regression Curve" by 
 Wolfgang Härdle and Song Song, March 2008. 
028  "Are stewardship and valuation usefulness compatible or alternative 
 objectives of financial accounting?" by Joachim Gassen, March 2008. 
029 "Genetic Codes of Mergers, Post Merger Technology Evolution and Why 
 Mergers Fail" by Alexander Cuntz, April 2008. 
030  "Using R, LaTeX and Wiki for an Arabic e-learning platform" by Taleb 
 Ahmad, Wolfgang Härdle, Sigbert Klinke and Shafeeqah Al Awadhi, April
 2008. 
031 "Beyond the business cycle – factors driving aggregate mortality rates" 
 by Katja Hanewald, April 2008. 
032 "Against All Odds? National Sentiment and Wagering on European 
 Football" by Sebastian Braun and Michael Kvasnicka, April 2008. 
033 "Are CEOs in Family Firms Paid Like Bureaucrats? Evidence from 
 Bayesian and Frequentist Analyses" by Jörn Hendrich Block, April 2008. 
034 "JBendge: An Object-Oriented System for Solving, Estimating and 
 Selecting Nonlinear Dynamic Models" by Viktor Winschel and Markus 
 Krätzig, April 2008. 
035 "Stock Picking via Nonsymmetrically Pruned Binary Decision Trees" by 
 Anton Andriyashin, May 2008. 
036 "Expected Inflation, Expected Stock Returns, and Money Illusion: What 
 can we learn from Survey Expectations?" by Maik Schmeling and 
 Andreas Schrimpf, May 2008. 
037 "The Impact of Individual Investment Behavior for Retirement Welfare: 
 Evidence from the United States and Germany" by Thomas Post, Helmut 
 Gründl, Joan T. Schmit and Anja Zimmer, May 2008. 
038 "Dynamic Semiparametric Factor Models in Risk Neutral Density 
 Estimation" by Enzo Giacomini, Wolfgang Härdle and Volker Krätschmer, 
 May 2008. 
039 "Can Education Save Europe From High Unemployment?" by Nicole 
 Walter and Runli Xie, June 2008. 
042 "Gruppenvergleiche bei hypothetischen Konstrukten – Die Prüfung der 
 Übereinstimmung von Messmodellen mit der Strukturgleichungs-
 methodik" by Dirk Temme and Lutz Hildebrandt, June 2008. 
043 "Modeling Dependencies in Finance using Copulae" by Wolfgang Härdle, 
 Ostap Okhrin and Yarema Okhrin, June 2008. 
044  "Numerics of Implied Binomial Trees" by Wolfgang Härdle and Alena 
 Mysickova, June 2008. 
045 "Measuring and Modeling Risk Using High-Frequency Data" by Wolfgang 
 Härdle, Nikolaus Hautsch and Uta Pigorsch, June 2008. 
046 "Links between sustainability-related innovation and sustainability 
 management" by Marcus Wagner, June 2008. 
 




