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A B S T R A C T

Previous studies linking corporate environmental initiatives with financial performance primarily have focused
on main effects and generated inconsistent findings, offering an incomplete understanding of this relationship
and potential contingency factors. This study examines whether marketing and operations capabilities enhance
the financial effects of corporate environmental commitment (CEC). Analyses of a large panel data sample reveal
that CEC can improve both near-term profitability and forward-looking value for firms with strong marketing
capability. In contrast, operations capability only moderates the impact of CEC on firm value. In addition, this
study reveals a bidirectional relationship between CEC and firm performance and finds that a firm's slack re-
source (short-term profitability) and marketing capability serve as antecedents of CEC. These findings suggest
unique implications for marketing managers, chief executives, investors, and policy makers.

1. Introduction

Companies can no longer develop their strategies based on as-
sumptions of inexhaustible natural resources (Kotler, 2011). Ignorance
of environmental imperatives can lead to severe consequences such as
tarnished brand reputation, hefty fines, and litigation costs. Advocates
of sustainable corporate practices are found among non-equity stake-
holders and investors alike. However, not every corporate executive is
entirely convinced that the benefits of corporate environmental com-
mitment (hereafter, “CEC”) exceed its costs (e.g., Bansal, 2002). This
management mentality is a common obstacle for the integration be-
tween sustainability and company activities (e.g., BSR/GlobeScan,
2013, p. 26).

Despite the importance of CEC–firm performance relationship, the
current literature reveals limited and inconsistent results. Some studies
suggest that environmental initiatives enhance firms' financial perfor-
mance (e.g., Dowell, Hart, & Yeung, 2000; Russo & Fouts, 1997),
whereas other studies find that the impact of sustainability emphases on
firms' performance is either neutral (e.g., Gilley, Worrell, Davidson, &
El-Jelly, 2000; Jayachandran, Kalaignanam, & Eilert, 2013) or negative
(e.g., Cordeiro & Sarkis, 1997; López, Garcia, & Rodriguez, 2007). Such
mixed findings suggest that this relationship could be contingent and
motivate us to explore important moderators that have been ignored
within the existing literature. Using a large sample of panel secondary

data on S&P 500 companies over five years, we find that firms' func-
tional capabilities (i.e., marketing and operations capabilities) mod-
erate the relationship between CEC and financial performance and that
such moderating effects are asymmetric with regard to short- versus
long-term outcomes. In addition, we examine the recursive relationship
between CEC and firm performance, demonstrating how firms' financial
gains (or losses) and functional capabilities drive CEC in the next
period.

2. Literature review

Previous studies on corporate pro-environmental behaviors have
focused on how firms attempt to address ecological problems in their
business operations (e.g., Bansal & Clelland, 2004; Dangelico, Pujari, &
Pontrandolfo, 2017; Jayachandran et al., 2013). In line with this lit-
erature, we define CEC as the extent to which a company integrates
ecological issues into its business strategy to reduce the harmful effects
of its business-related activities on the natural environment. The extant
research has generated mixed results regarding the impact of CEC on
firm performance (see Table 1), which may be attributed to two main
causes. First, CEC can generate differential effects on firm performance
when the relative timing of benefits is taken into consideration. An
integration between CEC and business strategy often requires firms to
make a substantial short- and long-term investment (Brammer &
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