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An exploratory research on moderate effect of cost
leadership and quality leadership strategy to relationship
between environmental management practices and
performances

Park, Jeong Soo - Kim, Youn Sung - Chae, Byung Chan”
“College of Business Administration, Inha University

Purpose: The purpose of this study was to investigate if companies’ efforts of environmental management
practices have positive effect on the companies’ performance in the first stage of study. In the second stage,
we tried to confirm whether the degree of companies’ making efforts on cost leadership strategy and quality
leadership strategy function as moderate variable on relationship between environmental management practi—
ces and performance.

Methods: The collected data through survey were analysed using multiple regression model in the first stage
of the study and moderate regression model in the second.

Results: The results of this study are as follows; environmental management practices have positive effect
on corporate performance. Moreover, much effort on quality leadership strategy has limited significant moder—
ate effect on relationship between environmental management practices and performance, while much effort
by companies on cost leadership strategy does not have significant moderate effect on the relationship between
the two variables.

Conclusion: Manufacturing and services companies in Korea need to make effort for environmental manage—
ment practices to improve corporate performance. Moreover, if that efforts are combined with quality leader—
ship strategy, they can expect synergy effect with environmental management practices for performance

improvement.
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Figure 1. BASF's eco—efficiency methodology
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Figure 2. Research model
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Table 1. Classification of industry types for sample
companies
industry type the number of companies(samples)
manufacturing(consumer goods) 12
manufacturing(producer goods) 41
components and materials 60
intermediary goods 11
services 24
others(construction, public institutions) 14
total 162
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Table 2. Operational definition and results of reliability check using Cronbach's alpha values
for constructs used

constructs survey item(the name of variable) value o;ggznbachs
the degree of making efforts on establishing index and
manuals of environmental management (EIM)
the degree of making efforts for reducing greenhouse gas and
Environmental |energy(GER)
Management |the degree of making efforts for using eco—friendly raw and
. . 0.9123
Practices package materials(EFM)
(EMP) the degree of making efforts for re—designing productions
process to eco-friendly one(EFPD)
the degree of making efforts for producing eco-friendly
products continuously(EFP)
the degree of sales increase over recent 2 years(SI)
the degree of operating profit increase over recent 2
Coporate years(OPD
the degree of market share increase over recent 2 years(MSI)
Performance - - 0.9327
the degree of return on investment increase over recent 2
(CP)
years(RII)
the degree of return on assets increase over recent 2
years(RAID)
Table 3. Results of validity check using exploratory factor analysis
the name of variable EMP Cp
EIM (Environment management Index and Manual) 0.802 0.098
GER(Greenhouse gas and Energy Reduction) 0.871 0.131
EFM(Eco-Friendly Materials use) 0.891 0.188
EFPD(Eco-Friendly Process Design) 0.836 0.218
EFP(Eco-Friendly Product production) 0.826 0.171
OPI(Operational Profit Increas) 0.099 0.853
Sl(Sales Increase) 0.153 0.887
MSI(Market Share Increase) 0.243 0.817
RII(Return on Investment Increase) 0.194 0.898
RAI(Return on Asset Increase) 0.140 0.909

7194 A3k Zztell A 2= s
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Table 4. Results of regression between environmental management practices(independent variable) and corporate
performance(dependent variable)

variable statistics
constant 3.094
EMP 0.339#x
R? 0.131
adj. R* 0.128
a 27.062%x
* p < 0.01
* ip = 0.05
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Table 5. Results of moderate regression when cost leadership strategy is used as moderate variable on
relationship between quality management practices and corporate performance

variable statistics
constant 3.34 7%
EMP -0.079
EMP<cost 0.061 %
R’ 0.188
adj. R? 0.179
F 20.720%x
w 1p < 0.01
* ip=0.05
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Table 6. Results of moderate regression when quality leadership strategy is used as moderate variable on
relationship between quality management practices and corporate performance

variable statistics
constant 3.270sx
EMP 0.114
EMPXqual 0.036%x
R’ 0.167
adj. R’ 0.158
F 17.935%
#x 1p < 0.01

* p=<0.05
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