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EDITORIAL 
 
 

This journal is once again proud to publish some of the best pieces of work by 
graduate management students at the University of Otago. 
 

The papers in this volume were written by students taking 400 level papers, 
either for BCom (Hons), Post-graduate Diploma or for MBus (taught Masters). 

 
Full time honours students took the equivalent of three, 36 point taught papers a 

year, plus a 20,000 word research paper worth 36 points; MBus students took 
the equivalent of four 36 point taught papers plus two research papers. The 
taught papers normally require four essays of around 4,000-5,000 words. The 

first paper in this edition was based on a group assignment resulting in a 15,000 
word report to the School of Business. 

 
All students at this level are free to submit papers for this Review, subject to the 
supervising staff member having graded the paper at A or A+. 

 
We congratulate those students whose work is represented here. 

 
 
Alan Geare 

Editor 
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Nicholas O’Leary  

Darren Perano  
Sara Walton 
 
 
Introduction 
It is becoming increasingly recognised that global sustainability is the social and 
environmental imperative of the 21st century” (Kogan, Unpublished). An implicit 

assumption underlying ecological footprint analysis (EFA) is that long run 
ecological welfare depends on meeting the criteria of strong sustainability. In 

other words, sustainability fundamentally requires the maintenance of natural 
capital both as a source of inputs and as a sink for waste. Therefore, 
consumption is ultimately dependent on the availability of renewable resources if 

sustainability is to be achieved (Bicknell, Ball, Cullen & Bigsby, 2007). 
 Given the broad nature of the topic, sustainability encompasses a wide 

spectrum of facets. Hence, finding methods to measure sustainability can be 
difficult. One indicator that seeks to address the full scope of consumptive 
sustainability is the ecological footprint (EF), first proposed by Rees (1992) and 

expounded by Wackernagel and Rees (1995) and Simmons et al. (2000). A tool 
distinguished for its intuitive simplicity and ease of understanding, the EF uses 

area equivalence to effectively quantify the environmental impact that stems 
from human activities to express how much of nature‟s „interest‟ humans actually 
use. These „nature intensive‟ consumption patterns identified can thereby help 

inform action aimed at changing underlying causes (Wood & Lenzen, 2007). As a 
result, the implications associated with the consumption and waste disposal, of 

nations, communities, organisations and individuals has helped to re-open the 
debate on human carrying capacity in the context of global sustainability.  
 Whilst the EF has been calculated previously for institutions (Chambers & 

Lewis, 2001), studies have generally focussed on regions and nations. With 
regards to the New Zealand context, contemporary studies have also been 

concentrated at a regional and national level, such as Bicknell et al.‟s (1997) 
study on New Zealand‟s ecological footprint using input-output methodology. 
More recently, the Ministry of the Environment has worked in conjunction with 

other governmental departments to produce the Sustainable Development of 
New Zealand Programme of Action report to calculate the first headline indicators 

of sustainability for New Zealand and its regions based on the ecological footprint 
concept. Although these previous studies have highlighted the global impacts of 
consumption, ultimately they lack the intricate information at the local level 

needed for remediation (Wood & Lenzen, 2007).  
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 Given the circumstances of commercial and public organisations which 
have the opportunity to mitigate their impacts by controlling and directing their 

own acquisitions, detailed local information is particularly important. What is 
becoming increasingly recognised is that sustainability doesn‟t bear sole 
responsibility (Wood & Lenzen, 2007). Liability extends wider than that of a 

government department, local authority, or other public agency. Rather, the 
onus of responsibility extends to organisations, businesses, communities, and 

individuals themselves. Therefore, all parties involved must take responsibility 
for the resources they use, the energy they consume, the waste they produce, 
and their impacts on biodiversity.  

 A case in point are Universities which, along with the power to exercise 
and direct expenditure, have a particular social responsibility in being role 

models for encouraging best environmental practice, due to their considerable 
influence on societal development (Viebahn, 2002). Hence, recent studies 

(although relatively few) concerning ecological footprints have been focussed in 
University settings, given their significant social responsibility (Flint, 2001; Wood 
& Lenzen, 2007; Venetoulis, 2001; Kogan, Unpublished). However, until now 

there have been no studies published in the New Zealand context in a University 
setting.  

 
Aims of the Commerce Building Ecological Footprint Analysis 
Initiated through the Dean‟s office, an ecological footprint was undertaken by a 

400 level Management class with the directorship and co-ordination of a lecturer 
as part of the paper „Organisations and the Natural Environment 2‟ (MANT444) at 

Otago University. Therefore, this report aims to be the first New Zealand 
University to conduct an Ecological Footprint for a school using the Ecological 
Footprint as a baseline indicator to measure sustainability.  

 
Specific study outputs were to: 

1. Produce a variety of particular outputs including; undertaking data research 
using the SoB.  

2. Create a baseline measurement to inform the SoB and guide future target 

settings toward increasing sustainability. 
3. Provide recommendations for areas of priority for further action, directed at 

decreasing the ecological impact and overall SoB footprint.  
4. Contribute to the literature on ecological footprints on a global and local 

scale. 

 
The ecological footprint analysis examines six major categories including: land-

use, water, electricity, transportation, waste and materials. The data was 
collated and then calculated using the Victoria EPA School and Office calculator 
(2005). This measurement tool was chosen specifically for its ease of use and 

consistency in interpreting our data. The period of measurement spanned the 
years of 2006 and 2007. The final product embodies a blue print of the ecological 

footprint for the SoB, encompassing areas of greatest impact, accompanied by 
recommendations regarding how the University can most efficiently reduce its 
ecological footprint. It is hoped that this footprint will serve as the initial 

analysis; a platform to augment future studies. 
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The School of Business 
The School of Business is part of the University of Otago, New Zealand‟s oldest 

university. The University of Otago is in Dunedin, a city with 150,000 inhabitants 
situated on the east coast of the South Island of New Zealand.  
 The SoB is housed in the Commerce Building, which is one of 356 

buildings on the University of Otago campus. One hundred and eighty staff work 
in the building within nine departments: the departments include; Accountancy 

and Business Law, Economics, Finance and Quantitative Analysis, Information 
Science, Management, Marketing, and Tourism. The Commerce Building is 
located in the north-east region of the Dunedin campus, on the corner of Clyde & 

Union Streets and houses the School of Business departments and divisional 
office. Built in 1991, the Commerce building stands at 11 storeys high, covers 

14,855 square metres and has a life expectancy of over one hundred years. 
Apart from academic and administrative offices, the commerce building also 

consists of lecture theatres, tutorial rooms, staff lounge, open atrium, computer 
labs, facilities, and basement-level car park. 
 The main purpose of the Commerce building is to provide teaching and 

learning facilities for students and staff for the School of Business at Otago 
University (School of Business, 2006). In 2007 there were approximately 3300 

students studying commerce at the SoB, studying for 12 different qualifications. 
 
 

The Concept of an Ecological Footprint 
Following the recommendation in the Brundtland report of the World Commission 
on Environment Development (WCED) twenty years ago, many governments and 
organisations have adopted the principal of sustainable development. This is a 

strategy designed to meet the needs of the present without compromising the 
ability of future generations to meet their own needs (WCED, 1987). It should 

therefore entail development that is equitable, conserves resources, and can be 
pursued without major ecological or social ill effects (Memon & Perkins, 2000). 
 The ecological footprint was initially conceptualised by William Rees and 

further developed by Mathis Wackernagel in the mid 1990s. It provides a 
measure of the extent to which human activities exceed two specific 

environmental limits – the availability of bioproductive1 land and the availability 
of forest areas to sequester carbon dioxide emissions. It can be used to monitor 
progress towards sustainability for countries, regions, municipals, organisations 

and individuals. As a tool to monitor this progress the ecological footprint can be 
described as: 

 
…a sustainability indicator, which expresses the relationship between 
society's consumption of natural resources and the natural 

environment. Using area equivalence, it aims to express how much of 
nature's 'interest' we are currently appropriating. If more bioproductive 

land and sea is required than is available, then it is possible to assume 
that the rate of consumption is not sustainable. As the ecological 
footprint analysis uses a common currency (global hectares) a broad 

range of impacts can be aggregated to individuals, processes, 
organisations, regions and countries (BFF, 2004: p.6). 

 

                                                 
1 Land that is sufficiently fertile to accommodate forests or agriculture, i.e., there is net 

primary production (Wackernagel & Rees, 1996: p.158). 
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There is wide recognition that the ecological footprint has been growing in 
popularity, as noted by Hammond (2006), which is also illustrative of the 

increase in society using it to monitor their progress toward sustainability. For 
example, in June 2004 the Global Footprint Network (GFN) reported that an 
internet search for the term „ecological footprint‟ yielded over 50,000 web pages. 

In March 2007, the number of results was over 900,000. There are many 
reasons for this considerable increase in popularity and the following will attempt 

to discuss some of the more prevalent causes. 
 First, ecological footprints are easy to comprehend and communicate. 
They “provide an intuitive framework for understanding the ecological bottom 

line of sustainability” (Wackernagel & Rees 1996: p.57) by conveying that 
humans are dependent on ecological goods and services that must be managed 

in ways that ensure the survival of future generations. Second, they illuminate 
areas of greatest impact to be addressed in the short term, which then gives 

focus to environmental solutions (Chambers, Simmons, & Wackernagel, 2000). 
Third, is the fact that land, the unit of measurement for ecological footprinting, is 
tangible and meaningful to all people, which aids in its understanding – land is 

familiar, acceptable and a motivating concept (Herendeen, 2000). Fourth, 
ecological footprinting shows the key components of consumption and thus 

highlights the potential for change through various efforts (Lewan & Simmons, 
2001). Finally, the ecological footprint is a means of raising discussion about 
individual and entity consumption, the interdependence between different areas 

and the societal changes needed for progress towards sustainability (Woods, 
2005).  

 As stated above, the popularity of ecological footprinting as an indicator 
for sustainability has grown in recent times. Perhaps most pertinent to this study 
is an increase in the cases where it has been used in a university context. Past 

university ecological footprint studies have included: The University of Redlands 
in Southern California (Venetoulis, 2001), the University of Newcastle, New 

South Wales (Flint, 2001), Colorado College (Wright, 2002), the University of 
Vermont (Swahn 2004), the School of Physics at the University of Sydney (Wood 
and Lenzen 2003), and the University of Colorado at Colorado Springs (UCCS) 

(Kogan, unpublished). The growing prevalence of university-centred ecological 
footprinting helped generate a background and guideline for the project group  

 
 

Ecological Footprint Analysis Results 
 

Land 
The Commerce Building is located on the University of Otago campus and houses 
the School of Business departments and divisional office. Its construction 

consists of concrete foundations, steel roofing frames, copper roof, internal metal 
framing, and external alloy metal cladding. 

 The land use was measured using factors such as; number of floors, green 
design features, ground base area and life expectancy. The major data was 
sourced from the University‟s Property Services department where architectural 

plans and building records were obtained. It was decided to measure only the 
Commerce Building proper, excluding the surrounding paths and carparks, which 

were concluded to be part of the University and not the Commerce Building itself. 
The measurement also excluded the School of Business‟s peripheral buildings.  
 The data showed that the ground area of the base of the Commerce 

Building is 2407.63 m2, the floor area occupied 14,855 m2 over eleven storeys, 
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and the approximated life expectancy is over one hundred years. This 
information was then inputted into the EPA Victoria Business calculator and 

resulted in a figure of 143.92 global hectares for land-use. 
 
Table 1 

Land-Use Ecological Footprint Hectares (Global Average) 
 

 Total Ecological Footprint Hectares (Global Average) 

Activity Energy 

Land 

Cropping 

Land 

Grazing 

Land 

Forest 

Land 

Occupied 

Land 

Total  

Building 113.75 2.0413 5.9093 0.6851 21.511 143.92  

 
 

The eco-footprint of land is 143.92gha. This constitutes 36% of the total 
footprint and is the equivalent of approximately 144 football fields 

 
 

 
Figure 1 Land and Buildings as a Percentage of the SoB‟s Total Ecological 
Footprint  

 
Water  
All water used within the Commerce Building is obtained from the Dunedin City 

Council (DCC). The DCC obtains the water for the city‟s water supply from the 
Ross Creek, Waitati-Leith, Silverstream and Deep Creek Catchments (DCC 

2007). This water is treated and pumped throughout Dunedin, including onto 
University grounds. As a commercial user of the water supply, the University 
(and the Commerce Building as an entity within the University) is required to pay 

for the collection, treatment and pumping of water on a „dollar per volume‟ basis. 
The water supplied to the Commerce Building is separately metered and 

monitored by the University‟s Property Services department. The major sources 
of data were obtained from the University‟s property services department 
 The data showed that the Commerce building had an annual water usage 

of 28,000 m³ at a cost of NZD $27,360. This was entered into the EPA Victoria 
School eco-footprint calculator in order to determine the hydro-print for the SoB. 

These figures amount to 31.95 global hectares for water usage.  
 
Table 2 

Water Ecological Footprint Hectares (Global Average) 
 

Energy 

Land  

Cropping 

Land 

Pasture 

Land 

Forest 

Land 

Consumed 

Land 

Biodiversity 

Land 

Total 

(gha) 

17.354 - - - 10.7647 3.8344 31.95 
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Figure 2 Water as a Percentage of the SoB‟s Total Ecological Footprint 
 

The eco-footprint of water is 31.95gha. This constitutes 8% of the total 
footprint and is the equivalent of 32 football fields.  
 

Waste  
Collection of waste is administered by a number of parties at the University of 

Otago Commerce Building. The majority of the waste is collected by the company 
EnviroWaste. A total of ten academic departments and two floors designated for 
lecture theatres, tutorial rooms, staff lounge, open atrium and computer labs 

comprise the sites for waste disposal for students/lecturers/public. Waste is then 
collected weekly by University employed cleaners and delivered to the basement-

level car park dumpster for Enviro Waste to collect. Additionally, a small 
percentage of recycling occurs with two departments administering a „green bin‟ 
for the collection of glass, tin and plastic, and is disposed of on a weekly basis by 

EnviroWaste. 
 The waste data was obtained by conducting an audit to measure waste in 

terms of weight (in kgs) and the percentage of the total for each category. The 
waste audit was divided into 11 categories: paper (recyclable), paper (non-
recyclable), cardboard (recyclable), cardboard (non-recyclable), plastics 

(recyclable), plastics (non-recyclable), metal (recyclable), organic waste, glass, 
hazardous materials and miscellaneous. For the purposes of our calculation not 

all categories were required however, measurements were taken (for these 
categories) to ensure all the waste was accounted for, for the purposes of future 
research or point of reference. In total 13 bags of waste were collected from the 

departmental floors including the atrium (consisting of the food court area, the 
main staff room and a combination of computer labs and classrooms), and one 

floor designated to computer labs and the main SoB office. The average 
measurement per rubbish bag was 2.6kgs. The diagram below shows the 
breakdown of waste audited.  

 

 
Figure 3 Waste Audit Result 
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The data showed that the SoB recycles 19.63 percent of paper, 11.86 percent of 
cans and bottles and 20 percent of IT equipment on an annual basis. This was 

entered into the EPA Victoria School eco-footprint calculator in order to 
determine the waste print for the SoB. 
 

The calculations are as follows. 
 

Rubbish 
 Approximately 380g a day (based on 2 floors) 
 380 x 5(days) = 1.9kg a week 

 1.9 x 50 = 95kg of recycled rubbish a year (for the Accounting and 
Management Departments) 

 
We measured: 

The percentage of recycled bottles and cans: 
 1 day = 178g (Amount found in the recycling bins of the Accounting and 

Management departments) 

 1 week = 178 x 5 = 890g 
 1 year = 890 x 50 = 44,500 kg 

 
The amount of plastic bottles and aluminium cans found during the waste 
weighing: 

 1 day = 1.5kg (day of the weighing) 
 1 week = 1.5kg x 5 = 7.5 kg 

 1 year = 7.5 x 50 = 375 kg 
 
Consequently 44.5/ 375 = 0.11866 

11.86% of the cans and bottles are recycled in the School of Business 
 

Materials & Food 
The Commerce Building has many components to consider when conducting an 
ecological footprint with regards to materials. It would be unrealistic to account 

for every material used, therefore the components measured signify the larger 
portions of our footprint and are areas in which we can exert control. The 

materials analysis consists of paper, stationery, computers and toner cartridges.  
 

 The examination of the paper consumption was based on the figures given 

by the amount of paper printed in one year, in the School of Business. 
 

 The School of Business tends to buy exclusively recycled/refilled toner and 
cartridges which are collected when they are empty and refilled. As a 
result, we decided to consider this behaviour as having no impact on the 

ecological footprint. Thus, we do not count it as a waste, but as a material. 
 

 Computers also represent a little part of the waste, because only a small 
part (20%) is replaced annually. Most of the IT equipment is kept and 
used elsewhere, given or sold to staff for home use. This percentage is 

used in the Victoria EPA Calculator which requires the percentage or 
recycled computers. 

 
 Stationery is counted in monetary terms. 
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The data shows that the Commerce Building uses 5730kg amount of copy paper 
used per year, 0 toner cartridges recycled, $7574.41 NZD stationery per year, 

and has 340 computers within the complex. This data was entered into the EPA 
Victoria School eco-footprint calculator in order to determine the waste impact 
for the SoB. 

 
The calculations were as follows: 

 
Paper consumption (printed) from August 2006 to July 2007: 1,145,926. 
Based on a standard ream of paper (500 sheets= 2.5 kg) this amount of printed 

paper represents 1,145,926: 2.5= 5,730 kg 
 

The recycled bins (sensitive documents and regular “white” paper) examined on 
a daily basis, in the Management Department showed approximately (rough 

estimation) 1500 pages. As sensitive documents are supposed to be destroyed, 
the recycled paper numbers 300 pages a day. 
 

 100 x 5(days) = 500 pages recycled in one week 
 

 500 x 50(weeks) = 25,000 pages recycled in one year (we subtracted 2 
weeks of holidays, in order to reflect the personnel presence in the 
Department) just for the Management Department 

 
Considering this department as an average one, and acknowledging the presence 

of 9 departments in the School of Business the number of recycled paper copies 
for these departments is 25,000 x 9 = 225,000 
 

As a result the amount of recycled paper in the SoB is 
225,000/ 1,145, 926 = 0.19634. In total 19.63% of the paper printed in the SoB 

is recycled. 
 
The figures we obtained concerning the number of printed copies on the day 

24/10/07 for the only Management Department are 554 (which according to the 
Management staff is very low). 

Using these figures, it leads to: 
 

 2,770 copies a week 

 138,500 copies a year for the Management Department  
 

This means an average of 138,500 x 9 = 1,246,500 copies a year for the whole 
SoB. Considering this information we chose to use the figures obtained directly 
from the number of printed copies from August 2006 to July 2007. 

 
Percentage of recycled IT equipment = 20% of 340 computers 

 
Computers and IT equipment: 
The footprint of computers and information technology equipment is estimated 

from the I-O model and the expenditure of the organisation each year, rather 
than by defining a stock of IT equipment and trying to depreciate it in terms of 

the footprint. This approach was taken because of the short life of this type of 
equipment. The School of Business policy regarding computer equipment is that 

it should have a useful life expectancy of four years (previously three years). 
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Measured waste based on expenditure information and not on the volume 
(kilograms) of materials and products consumed e.g. value (sales) volume  

(units). Instead a top ten list was compiled to be used as an indicator of major 
items consumed. 
 

Table 3: Food Ecological Footprint Hectares (Global Average) 

 

 
Figure 4 Materials and Waste as a Percentage of the SoB‟s Total Ecological 

Footprint 
 
The eco-footprint of waste and materials is 43.87gha. This constitutes 

11% of the total footprint and is the equivalent of 44 football fields.  
Food 

The component food consists of food, alcohol and coffee and tea making 
ingredients. This footprint only accounts for food and drink that is paid for by the 
departments in the SoB. The data for food is based on one year‟s expenditure in 

the Management Department and multiplied across the school. In future it would 
be advisable to collect more accurate data from each department.  

 
Table 4 
Food Consumption 

 

 

- - Total eco 
footprint  
(gha) 

Energy 
land 

Pasture Cropland Forest 
land  

Consum
ed land 

Bio-
Diversity 

Copy paper 
used per 
year 

1145926 4.74 4.1586 - - - 0.0164 0.5693 

Toner 
cartridges 
recycled 

100% 0.11 0.0991 - - - - 0.0135 

Other 
stationery 

$7,574.4
1 (a year) 

3.05 2.3315 0.0381 0.0264 0.897 0.2011 0.3664 

Computers 
in the 
school 

340 35.13 25.4286 0.4721 0.4766 0.0920 4.4421 4.2152 

Percentage 
of paper 
recycled 

21.81% 0.13 0.0944 - - 0.0157 0.0002 0.0150 

Percentage 
of IT 
equipment 
recycled 

20% 0.70 0.5086 0.0094 0.0095 0.0018 0.0888 0.0843 

Food Ecological Footprint 

Catering & business lunches 0.2952 

Beer, wine & spirits 24.392 

Milk 0.3210 

Tea, coffee, sugar & biscuits 1.2183 
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1%

93%

1% 5%

Catering and Business Lunches

Beer, Wine, and Spirits

Milk

Tea, Coffee, Sugar, and Biscuits

 
Figure 5 Percentage Components of Food Consumption 

 
Table 5 
Food Ecological Footprint Hectares (Global Average) 

 

 

The eco-footprint of materials and food is 70.01gha. This constitutes 7% 
of the total footprint and is the equivalent of approximately 70 football 
fields.  

 
Energy 

Energy expended in operating the SoB is primarily used for lighting, space and 
water heating. Within the SoB, electricity powers all lighting and heating 
requirements. Electricity for the School is provided by Meridian Energy who 

generates 100 percent of its output from renewable resources including hydro 
and wind. Currently Meridian operates nine hydro power stations in the South 

Island and a wind farm in the North Island.  
 The calculation was conducted in two parts. Part one of the calculation 
used the land conversion factor provided by Wackernagel and Rees (1996) to 

translate the total electricity consumption of the organisation into a total hectare 
figure. The conversion factor is based on the land area necessary to sequester 

carbon emissions from fossil fuel burning. Part two calculates the total amount of 
electricity generated from renewable resources (such as hydro or wind). This 
figure is also converted into a hectare figure (using the same conversion factor 

as above) which is subtracted from the total hectare figure calculated in part one 
to give the global hectare figure. While this option is often the most appropriate 

given data collection restraints, it can also be described as the least accurate as 
it assumes that electricity generated from renewable resources is completely 

carbon neutral. While this assumption may be true to a certain extent (in that 
the conversion of the renewable resource into electricity does not produce 
carbon) it does not take into consideration the embodied energy that is 

necessary for the production, transport, and use of that electricity. 
 

Results 
Based on this method the estimation of the operational energy requirements of 
the SoB assumes the following: 

- Consumption is equal to meter readings 
- 100 percent of electricity is from hydro-electric power stations 

Energy 

Land 

Cropping 

Land 

Grazing 

Land 

Forest  

Land 

Occupied 

Land 

TOTAL 

5.0647 19.575 0.4541 0.0491 1.0850 26.227 
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Based on this method the footprint of energy is 0. 
 

Transport 
Transport related to the School of Business includes staff transportation to and 
from the SoB, conference travel, research travel, and teaching related travel 

(including domestic and international flights).  
 The method used for the transport calculation was based on the total 

kilometres travelled for all work related activities. Although this method is likely 
to be inaccurate (as distances travelled in private vehicles are largely estimated), 
it is used in numerous studies and is deemed to be an appropriate measure. This 

method does not account for the individual differences in fuel consumption of 
private vehicles; however, it does take into consideration the average fuel 

consumption of small, medium, and large sized vehicles. 
 The data collected to make this calculation was compiled in two parts. 

First, a survey was distributed to all academic and general staff asking for 
information regarding conference travel, research travel or teaching related 
travel they had undertaken during the period of 1 October 2006 to 31 September 

2007. It also asked staff for the average weekly distance they travelled and 
mode of transport to and from the SoB (taking into account seasonal variations 

in transport mode). Of the 180 surveys distributed 72 were returned giving an 
overall response rate of 40%. From the data collected it was possible to estimate 
details regarding average weekly travel for staff.  

 It was noted that estimating conference, research, and teaching related 
travel based on survey averages was likely to be inaccurate. To mitigate the 

severity of this inaccuracy, alternative information sources were sought out to 
provide a more comprehensive indication of SoB travel. The SoB divisional office 
was able to provide conference and research and study leave destinations over 

the past year. On further analysis it was evident that the majority of the data 
related to domestic and international flights. As such, data regarding private 

vehicle travel relating to SoB activities collected in surveys was also added to the 
final calculation. The primary assumption made here is that all staff members 
work to a 46 week year. 

 
Results 

The table below illustrates that on aggregate SoB staff drive a total of 
326,600km to work every year in private vehicles, walk or cycle 65,033km per 
year, and travel 2,411,505km per year for conference, research, and teaching 

purposes. 
 

Table 6  
Total Distances Travelled by SoB Staff 1 Oct 2006-30 Sept 2007 
 

 Total Distance (Km) 

Daily Travel to SoB 

Small Car 91,885 

Medium Car 203,895 

Large Car 30,820 

Motorbike 5,750 

Ride Share 139,840 

Bus  52,670 

Walk 35,478 

Cycle 29,555 
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Other SoB Travel  

International Flights 2,329,397 

Domestic Flights 70,140 

Car 11,968 

 
These figures were entered into the EPA Victoria School and Office eco-footprint 
calculators in order to determine the travel-footprint for the SoB. These figures 

amount to 37.38 hectares global hectares for daily transport, 1.11 global 
hectares for research and teaching related car travel, and 111.04 global 

hectares for air travel. 
 

 
Figure 6 Transport as a Percentage of the SoB‟s Total Ecological Footprint 

 
The eco-footprint of transport is 149.53gha. This constitutes 38% of the 
total footprint and is the equivalent of approximately 150 football fields.  

 
 

Limitations 
There are a number of limitations that must be identified in the current report, 

some relating to ecological footprinting as a tool, others relating specifically to 
the methodology and data used in the current study. These will be addressed in 

the following section. 
Ecological footprinting as a tool for measuring sustainability, (whether it 

be at the individual, organisational, or national level), has been criticised by a 

number of authors (van den Bergh & Verbruggen 1999; Lenzen & Murray, 2001). 
The most common of these criticisms includes the oversimplification of the 

complex task of measuring the sustainability of consumption, and the 
underestimation of consumption activities. While these limitations bring in to 
question the reliability and validity of the tool itself, the current report recognises 

that the ecological footprint is not a complete indicator of the influence an entity 
has on the environment.  

 
The Current Study 
The field of ecological footprinting is still very much in its infancy and, as such, 

there is currently widespread debate over the methodology for calculating an 
organisational ecological footprint. In light of this reality, the first limitation in 

conducting the current study related to finding an appropriate way to calculate 
the footprint. A number of previous studies were identified as possible 
benchmarks in terms of methodology, however, in all of these studies the 

process of calculation was still ambiguous. This was further complicated by the 
fact that at present conversion factors for New Zealand are not publicly available. 

In response to these challenges the current report utilised the calculator provided 
by the Environmental Protection Agency of Victoria (EPA Victoria). While this 
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calculator was not seen as being completely comprehensive, it ensured that the 
calculation of components would be consistent across all sections.  

 The second limitation that should be recognised is that the current study 
excluded the consumption activities of students within the SoB. Although it is 
acknowledged that students are an integral part of the school and the school‟s 

activities, for reasons of practicality associated with time, it was appropriate to 
focus on the activities of SoB staff. Where appropriate, the activities of students 

have been excluded from data collection and analysis. 
 Finally, the other main limitation of the study was the lack of precise 
information collected. Due to time constraints we did not collect data from each 

and every department but instead averaged some results across the School e.g. 
food. It is recommended that further studies collect more precise data and 

involve all departments.  
 While it is important to recognise that these limitations exist, and to 

acknowledge that they are likely to have influenced the final result to a degree, it 
is also important to reiterate that the current report recognises that the 
ecological footprint is not a complete indicator of the impact the SoB has on the 

environment. Instead, it uses the tool as a starting point from which to build 
awareness of the impact of consumption activities, and to motivate action by 

staff to mitigate such impacts. 
 
 

Recommendations 
With environmental sustainability becoming an increasingly important topic, 
stakeholders are putting more pressure on organisations to become more 
sustainable. The results of the current study indicate that there is significant 

potential for the SoB to promote sustainable practices and therefore improve its 
ecological footprint. The following section will highlight some key 

recommendations that may be carried out at the following organisational levels: 
the University, the SoB, departments within the SoB, and individual staff 
members. 

 The key recommendations that will directly influence the SoB‟s ecological 
footprint address the following: 

 
 Environmental coordinator 
 Green procurement policy 

 Waste and recycling 
 Reserving resources 

 Transport 
 
University Level 

The first recommendation suggested is to encourage a shift in consumer 
behaviour towards becoming more sustainable and environmentally friendly. 

After all, the key strength of the component measured ecological footprint is its 
ability to act as an excellent communication tool for catalysing behavioural 
changes. To encourage a behavioural shift the introduction of an „environmental 

coordinator‟ at the University of Otago would be essential. From a university 
perspective this would be a positive movement as internationally many 

universities are now assigning environmental coordinators. However, the 
environmental coordinator must be mindful to check that the message of 
sustainability is apparent from top management to ensure it is adopted 

throughout the SoB.  
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 The University of Otago could look at adopting a new „green procurement 
policy‟ resolution aimed at reducing the indirect environmental impacts of staff 

and students. Targets should be set to align with reducing travel consumption as 
currently travel accounts for 38% of the SoB‟s total ecological footprint. Likewise, 
if the University of Otago or more specifically the SoB is planning on building new 

premises „Green Building‟ options should be investigated into as a priority. For 
example options such as recycled materials, architectural salvage and reclaimed 

materials, use of local materials where possible and ensuring future buildings are 
green star certified.  
 

School of Business Level  
The SoB should aim for a 10% reduction in their total ecological footprint and for 

the SoB to carry out another ecological footprint analysis in three years time to 
assess their progress. Furthermore, the waste audit has been a step in the right 

direction towards increasing the accuracy of the SoB‟S‟s waste print. By 
consistently measuring and re-evaluating the waste audit in three years time will 
help aid footprint calculations and subsequent reductions. In particular, it will 

help strengthen The University‟s Director of Property Services, Barry McKay‟s 
case of pushing awareness and action of policies and recommendations in the 

University of Otago. In addition, the SoB can look at addressing paper 
consumption by switching all printers in the computer suits to duplex (double 
sided) as a default setting. In relation to air travel, whether domestic or 

international, the SoB can minimise it by investigating in the viability of video 
conferencing (live streaming).  

 The SoB must ensure they maintain their 100% renewable „green power‟ 
energy sources. The installation of energy efficient appliances and equipment, 
such as sensor lighting and energy efficient bulbs, will also help. The expansion 

of non-portable water facilities should also be a priority as they are less energy 
intensive. In regard to decreasing water use, water-less urinals could be installed 

throughout the SoB. Lastly, leaks throughout the SoB should also be fixed to 
ensure water waste is reduced.  
 

Departmental Level 
Waste can be reduced by ensuring there is a recycling bin in place on each 

department floor of the SOB for paper and cardboard, along with a compost bin 
for organic waste. The implementation of these bins coupled with signage will aid 
in reinforcing and educating staff about the importance of recycling. In doing so, 

each department must arrange for someone to clear the recycling bin and who 
can collect the compost bin to put into their compost pile at home.  

 When paper products are purchased by each department, the focus should 
be on ensuring they have a high recycled content. Used toners and printer 
cartridges should be recycled as opposed to just ordering new ones as they can 

be refilled at various outlets. Furthermore, when purchasing any other office 
items department administrators should opt for more „environmentally friendly‟ 

alternatives that are recycled, organic and or locally produced when possible.  
 Within each department, staff should be encouraged to minimise water 
use in kitchens, toilets and shower facilities. For example, a simple reminder 

note should be put up near all water facilities. This signage will also facilitate in 
making people more aware of the consequences of their actions. Lastly, each 

department should keep divider doors shut in the winter to contain heat and 
open in the summer to act as a natural air conditioner.  
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Individual Level 
Energy consumption can be reduced in the SoB by staff switching off their lights 

and computers when not in use, particularly at night. During the day staff can 
minimise their energy consumption by making use of natural light. 
 In regard to minimising waste at an individual level, staff can assist in the 

reduction of coffee cups used by bringing their own. Paper consumption can be 
reduced at an individual level by staff using the blank side of unwanted printouts 

for note taking. Staff should also avoid printing out hard copies of emails and 
other documents (such as company reports and journal articles) unless they 
really need them.  

 Air travel can be minimised by staff being organised and planning ahead to 
complete as many tasks in one trip as is possible. In regard to car transport, 

public transport should be encouraged, as only 14% of SoB staff currently use 
public transport. If public transport is difficult to access staff could ride share 

with colleagues who live nearby. Car owners should also make sure fuel 
efficiency is a high priority when buying their next vehicle and that it is of 
appropriate size for the task at hand. For example, avoid four wheel drives if the 

vehicle is only used in Dunedin. However, staff should be encouraged to walk or 
bike to work on sunny days.  

 Despite the above issues, it is important to acknowledge that there are 
always going to be limitations. However, this study provides the SoB staff with 
an insight into the environmental impacts of their actions. Furthermore, this 

report acts as a backbone on which to build credibility to help measure and 
manage the ecological impact of the SoB. 
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Introduction 
Organisations consist of dyadic relationships between multiple stakeholders and 

the organisation which both impact on and are impacted by an organisation‟s 
actions. The relationships between organisations and stakeholders are addressed 
by stakeholder theory. This paper will provide a review of the influential 

literature surrounding stakeholder theory to enable an understanding of the 
relationship between organisations and their stakeholders. After expressing the 

purpose of stakeholder theory, who a firm‟s stakeholders are will be explored. 
Following this, the normative and instrumental perspectives of stakeholder 
management will be discussed. Because organisations have multiple 

stakeholders, yet limited resources, the role of stakeholder power, legitimacy, 
and urgency in achieving salience will be explored. Finally, the role of the 

manager, stakeholder networks and collective pressure in determining which 
stakeholders are addressed by an organisation will be discussed. In order to help 
explain these aspects of stakeholder theory, relevant applications of theory and 

examples from The Body Shop International will be used throughout. 
 

 

Stakeholder Theory 
Stakeholder theory is about the groups that have stakes in an organisation and 
which of these groups are addressed by the organisation (Mitchell, Agle, & Wood, 

1997). Research into stakeholder theory has looked at who stakeholders are, 
how they impact or are impacted on by the organisation. Put more simply, 
stakeholder theory is an attempt to explain and predict organisational functions 

in regards to stakeholder influences (Rowley, 1997). The purpose of stakeholder 
theory research, Frooman (1999) argues, is to enable management to 

strategically engage in managing stakeholders.  
 
 

Stakeholders 
So who are an organisation‟s stakeholders? Using the term „stakeholder‟, without 
defining what a stakeholder is, is too vague (Jones & Wicks, 1999). The most 
commonly cited definition for a stakeholder is from Freeman‟s (1984) seminal 

book „Strategic management: A stakeholder approach.‟ Freeman defines a 
stakeholder as “any group or individual who can affect or is affected by the 

achievement of the organization‟s objectives” (p.46). This presents a very broad 
understanding of a stakeholder and is contested by some researchers as it allows 
almost anyone to be considered a stakeholder (Donaldson & Preston, 1995; 

Mitchell et al., 1997). Although some believe this to be the case, calls for a 
narrowing of Freeman‟s (1984) definition have been made. Clarkson (1995) did 

this by stating stakeholders are risk-bearers. He argued that “without the 
element of risk there is no stake” (1994, p.5). Under either of these definitions 
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however, stakeholders may include: persons, groups, neighbours, organisations, 
institutions, societies and even the natural environment (Mitchell et al., 1997).  

 
Stakeholders for The Body Shop International 
„The Body Shop International‟ (Body Shop) is an example of different 

stakeholders and how they can shape an organisation‟s development. Anita 
Roddick (founder of the Body Shop) has long been a critic of the insensitivity the 

cosmetics industry has traditionally shown toward certain stakeholders. Rather 
than ignoring her organisation‟s impact on stakeholders, attention has been 
given to stakeholders such as the environment, employees, shareholders, 

customers, and non-governmental organisations (NGOs) such as „Greenpeace‟ 
and later „Friends of the Earth.‟ The attention given to all of these stakeholders, 

rather than simply shareholders, demonstrates how varied stakeholders can be, 
and how addressing them thus influences the direction of an organisation. The 

shape of the Body Shop today is a result of the recognition and attention to 
specific stakeholders by the organisation. 
 

 

Stakeholder Perspectives 
There are two perspectives or justifications of stakeholder theory. One is along 
normative or moral grounds, the other focuses on more instrumental reasons for 

stakeholder importance.  
 

Normative view of stakeholders 
Normative perspectives justify stakeholder theory on moral or philosophical 
grounds. Normative perspectives view all stakeholders as having intrinsic value 

(Berman, Wicks, Kotha & Jones, 1999; Evan & Freeman, 1987; Freeman, 1994; 
Ogden & Watson, 1999; Jones & Wicks, 1999). It is a bi-directional 

understanding of the stakeholder relationship. Stakeholders affect the firm and 
are also affected by the firm‟s actions (Frooman, 1999). Organisations therefore 
have an obligation to look after the well-being of its stakeholders (Breman et al., 

1999). Normative proponents state it is important to give attention to multiple 
stakeholders because it is the „best‟ path (for moral reasons), rather than 

necessarily the most profitable path (Breman et al., 1999; Jawahar & 
McLaughlin, 2001; Jones & Wicks, 1999; Trevino & Weaver, 1999). Because the 
normative view takes a more bi-directional perspective, it emphasises a rejection 

of egoism. Neither the firm nor the individual stakeholder should exist solely to 
serve its own ends (Jones & Wicks, 1999). 

 
Instrumental Perspective 
The instrumental stakeholder perspective views stakeholders as important 

because addressing their needs is also good business practice (Jones, 1995). 
Because stakeholders influence the organisation, good management of 

stakeholders may lead to marketplace success and the maximisation of profit 
(Berman et al., 1999). The instrumental perspective is more unidirectional. It 
looks primarily to benefit the firm. Stakeholder concerns only enter a firm‟s 

decision making process if they have strategic value (Berman et al., 1999; 
Frooman, 1999). Unlike normative stakeholder management, stakeholders are 

considered part of the organisational strategy rather than what drives it (Berman 
et al., 1999; Donaldson & Preston, 1995). The strategic goal of the instrumental 
perspective is traditional organisational performance, such as financial growth.  
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 Proponents of best practice prescribe a focus on staff as well as 
stockholders for increased organisational performance. Similarly, the 

instrumental perspective is concerned with managing all stakeholders, such as 
staff, in order to gain financial benefit (Wood, 1994). Many positive relationships 
between multiple stakeholder attention and various measures of performance 

have been found (Berman et al., 1999; Jawahar et al., 2001; Jones, 1995), 
which suggests strategic validity to effective stakeholder management. Relating 

strongly to contingent strategy theory, organisational outcomes are understood 
to be contingent on certain stakeholder behaviour (Jones & Wicks, 1999). 
Instrumental stakeholder theorists thus argue, effectively managing stakeholders 

can lead to the desired behaviours needed to reach organisational goals (Jones, 
1995; Jones & Wicks, 1999). 

 
The Body Shop‟s Perspective 

One of the most striking features of the Body Shop is the strong values which 
drives its strategy. The role of ethics, morals and values in shaping the 
organisation has been significant. As the organisation has expanded, the original 

concepts of environmentally, employee, and customer friendly practices have 
remained. The Body Shop has continued to focus on many stakeholders instead 

of solely seeking profits. Stockholder desires are met though continued business 
success, but stockholders are considered as just another stakeholder, not the 
only stakeholders. This demonstrates a normative approach to stakeholders. The 

Body Shop values stakeholders because they have intrinsic value, rather than 
being the means to an end. The philosophy of Body Shop continues to drive its 

stakeholder management. 
 
Convergent perspectives 

Even though two distinct perspectives of stakeholder theory exist, some 
convergence between the two may exist. Although controversial, Jones and 

Wicks (1999) suggest that in order for stakeholders to be effectively addressed 
by an organisation with an instrumental perspective, it must be morally 
grounded. Trevino and Weaver (1999) responded that this does not have to be 

the case as many instrumentally oriented managers do not pay attention to 
stakeholder groups, which normative theory would suggest they should, and still 

succeed. Although many draw upon instrumental justification for stakeholder 
focus, Donaldson and Preston (1995) claim they ultimately rely on non-
instrumental or normative arguments in doing so. Therefore a normative basis 

for effective instrumental based stakeholder management may actually be 
required. However, Jones (1995) adds that all stakeholders‟ desires need to be 

addressed, which includes shareholders. Therefore in order for normative 
stakeholder theory to drive strategy, shareholders desires must not be 
overlooked, or this would overlook a key stakeholder in the organisation. 

Essentially, economic and non-economic responsibilities can be considered to be 
not separate issues, but closely related (Carroll, 1979; Clarkson, 1995; Jawahar 

et al., 2001).  
 
Convergence in the Body Shop?  

Although the normative perspective of the Body Shop cannot be overlooked, 
some convergence of normative and instrumental perspectives is visible. The 

success of the Body Shop may equate to their focus on the environment, their 
employees, the community, and their customers. By ensuring these stakeholders 

have been addressed the organisation has grown to its present position. Roddick 
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herself acknowledged that an organisation should not focus solely on annual 
profit, but on creating a vibrant, honourable organisation with a real commitment 

to the community. However in doing this, business success has occurred. This 
may give evidence to instrumental perspectives of stakeholder theory that 
addressing stakeholder needs may lead to increased profitability. The Body Shop 

appears to be an example of success caused by effective stakeholder 
management. The success of the Body Shop may in fact also support Donaldson 

and Preston‟s (1995) argument that in order for stakeholders to be effectively 
addressed, the organisation must be normatively grounded, as the Body Shop is. 
 

 

Stakeholder Attributes 
Rather than focus on tight definitions of stakeholders, more recent research has 
looked at attributes of stakeholders in determining their importance and thus 

salience in relation to an organisation. Research by Frooman (1999), Mitchell et 
al. (1997) and Agile, Mitchell and Sonnenfeld (1999) propose the salience of 

stakeholders is determined by their attributes of power, legitimacy, and urgency. 
This is important, as stakeholder salience determines if a stakeholder will be 

addressed by the organisation (Ogden & Watson, 1999). 
 
Power 

Most definitions of stakeholders have some element of power involved (Mitchell 
et al., 1997). Power can be defined as the potential for obtaining a desired result 

in relationships where interests are opposed (Willer, Lovagila & Markovsky, 
1997). Power is when someone can get someone else to do something they 
would not have done otherwise (Agle, Mitchell & Sonnenfeld, 1999). A 

stakeholder with power has the ability to influence the organisation. Having 
influence over the organisation increases that stakeholder‟s importance, so they 

are more likely to receive attention from the organisation. Although a 
stakeholder may hold power at one stage, this does not mean they will continue 
to hold the same degree of power at other times. Power is not steady. It can 

change in degree throughout the relationship (Jawahar & McLaughlin, 2001; 
Mitchell et al., 1997). This will be explored in further detail later in the paper. 

 
Resource Dependency Theory 
Stakeholder power is often a focus of instrumental stakeholder perspectives and 

can be explained through resource dependency theory. The basis of resource 
dependency theory is that an organisation needs various resources such as 

financial and human capital to operate. Organisations are therefore dependent on 
specific resources for survival (Pfeffer & Salancik, 1978). Organisations consist of 
varying stakeholders who control these resources, so organisations are 

dependent on, and influenced by, stakeholders who control critical resources 
(Berman et al., 1999; Frooman, 1999; Jawahar & McLaughlin, 2001; Pfeffer & 

Salancik, 1978). The degree to which an organisation is dependent on the access 
to a certain resource sets the level of power the stakeholder has (Mitchell et al., 
1997). Although many different stakeholders exist, organisations have limited 

resources so cannot often address all of them at once. This is why the level of 
power a stakeholder has is important. Management will focus on the 

stakeholders who control the most critical resource for organisational survival at 
any one time (Jawahar & McLaughlin, 2001).  
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Stakeholder Power in the Body Shop 
The changing influence of stakeholders on the Body Shop due to their levels of 

power can be clearly seen. The Body Shop has always had some focus on staff as 
a stakeholder group. However as the organisation grew, so too did Roddick‟s 
recognition of the importance of staff as a stakeholder. Because of this, during 

the high growth period, staff received even more attention, such as by rewarding 
staff for innovative ideas. What occurred can be linked to the resource 

dependency theory. As the organisation became more dependent on their staff 
(because they were expanding and needed to stay competitive), staff gained 
more power and thus gained increased salience. 

 Although power influences the salience of a stakeholder, power alone does 
not help us to fully understand salience in the stakeholder-manager relationship. 

There remain stakeholders who possess no real power, yet matter to 
organisations (Mitchell et al., 1997). Legitimacy and Urgency help to explain why 

this is the case. 
 
Legitimacy 

Legitimacy attributes are mainly the focus of normative stakeholder theory 
perspectives. Legitimacy shows which stakeholders „really count‟ (Mitchell et al., 

1997). It determines whether the claim a stakeholder has is desirable, proper, or 
appropriate with social norms, values, and beliefs (Suchman, 1995). Agle et al. 
(1999) state legitimacy of stakeholders is granted by society. For example the 

desire of the employee stakeholder may be for increased pay. Socially, if this 
desire is seen as legitimate, their claim is more influential on the organisation, 

making the stakeholder more important. Because legitimacy is influenced by 
society, it is closely linked to the moral treatment of stakeholders which is 
central to the normative perspective of stakeholder theory (Donaldson & Preston, 

1995). Having legitimacy increases stakeholder salience, however, even though 
stakeholders may be considered legitimate, this does not mean they will possess 

power as well (Mitchell et al., 1997).  
 Instrumentally, legitimacy may also have benefits for an organisation. The 
natural environment is a stakeholder which shows how socially created 

legitimacy of stakeholders can be seen to benefit the organisation. The issue of 
being proactive in caring for the environment is socially important. By addressing 

this stakeholder (the natural environment), firms have been found to become 
less wasteful and efficient, thus lowering production costs (Russo & Fouts, 1997). 
This has also been found to lead to portraying a more environmentally friendly 

image to stakeholders such as customers, staff, and environmental 
organisations, which causes greater organisational appeal and loyalty 

(Shrivastava, 1995; Berman et al., 1999). Stakeholder legitimacy can also 
increase stakeholder salience for instrumental reasons. 
 

Legitimacy in the Body Shop 
The Body Shop will have had many options as to which suppliers would be used 

throughout its development. Stakeholder legitimacy has had a strong influence in 
determining which of these suppliers have been used. Roddick visited a group of 
farm communities set up to train poor and homeless boys in southern India. The 

boys had the ability to make „Footsie Rollers‟ which are a product sold by the 
Body Shop. Roddick agreed to make them the primary supplier of this product. 

Because the product was being made in India, she had the option of paying 
much lower wages than if the product was being made in England. However, 

because of the high legitimacy of these stakeholders, she paid them „first-world‟ 
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wages which were four times the local wage. This demonstrates how even 
though this stakeholder group would have had little power (because the product 

could have been made elsewhere) their legitimacy ensured their needs were 
addressed by the organisation. 
 

Urgency 
Urgency shows the dynamic nature of stakeholder relationships. Urgency can 

increase or decrease at any stage (Mitchell et al., 1997). It is the notion of how 
urgent in importance a stakeholder‟s claim is and when a delay is unacceptable 
(Agle et al., 1999). The level of urgency a stakeholder has is dependent upon 

how time sensitive the claim or relationship is and how important that 
relationship with the organisation is for the stakeholder (Mitchell et al., 1997). If 

the relationship is time sensitive and is seen as crucial for the stakeholder, the 
urgency of dealing with that issue is higher, as delay may lead to the 

organisation losing the relationship completely. An example of this may be a 
distributor offering a cheaper price on a product to the organisation. If the 
distributor views the relationship with the organisation as important, they are 

less likely to stop offering the resource to them because of slower action. The 
distributor stakeholder thus has less urgency. 

 
Urgency in the Body Shop 
In early 1991, it appeared the Body Shop had hit some form of growth plateau 

as it was only growing at 1% after inflation. It was decided a move into the 
American market was needed. Upon entering this market, high infrastructure 

costs inhibited the profitability of the organisation, thus slowing the growth of 
share prices. Shareholder stakeholders became more important, as they were 
impacted on directly by this, and their resources (financial capital) were 

increasingly important at this time. This made their claims more urgent. The 
actions then taken by the organisation represent an attempt to meet shareholder 

desires. Urgency meant shareholders, rather than other stakeholders, received 
the most attention from the Body Shop at this time. 
 

 

Managerial Attention 
The manager/decision-maker in an organisation has a pivotal role in managing 
the various stakeholders. Hill and Jones (1992) present stakeholder-agency 

theory as a method of explaining the role of the manager. Stakeholder-agency 
theory understands a firm as a nexus of contracts between stakeholders and 

managers who have to reconcile divergent interests by making strategic 
decisions and allocating resources. With an understanding of stakeholder 
attributes, it is now possible to discuss how a manager manages to do this. 

 Because organisations consist of different stakeholders competing for 
limited resources and attention from the organisation, the manager is important. 

The manager in such a situation is required to recognise the specific stakeholders 
and their stakes (Donaldson & Preston, 1995). Once they have done this, the 
relative importance of those stakes needs to be determined by the manager 

(Jawahar & McLaughlin, 2001). The manager must then select a strategy, 
activities and resources to address the stakeholders they deem most salient 

(Donaldson & Preston, 1995).  
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Personal Characteristics 
The role of the manager is critical in determining which stakeholders are 

addressed by the organisation. Differences in managerial values and perceptions 
of stakeholder attributes cause differences in how stakeholders are viewed by 
different managers and organisations (Mitchell et al., 1997; Wally & Baum, 

1994). Managers cannot have equal concern for all stakeholders because of 
limited resources, so those they view as most salient/important receive more 

attention (Trevino & Weaver, 1999). The role of individuals remains critical. The 
decision-makers‟ personal views, beliefs and opinions determine whether or not a 
stakeholder is recognised as important (Wally & Baum, 1994). Wally and Buam 

(1994) found that leaders of an organisation imprint the organisation with their 
own values which in turn influence the decisions which are made. This is due to 

their values dictating which stakeholder attributes are important. 
 The salience of a stakeholder relates directly to the amount of attributes 

(power, legitimacy, and urgency) they possess (Agle et al., 1999; Frooman, 
1999; Ogden & Watson, 1999). Those with the lowest salience (latent 
stakeholders) have one attribute. Those with two attributes (expectant 

stakeholders) are likely to have medium salience. The stakeholders with the 
highest salience are those which are perceived to have all attributes (definitive 

stakeholders) (Mitchell et al., 1997). However, the recognition of these attributes 
is dependent on the manager. Attributes will only be recognised as important if 
the manager agrees with their validity at that time (Trevino & Weaver, 1999; 

Wally & Baum, 1994). 
 

Individual‟s Influences on the Body Shop 
Anita Roddick was the driving force behind how the Body Shop took shape and 
developed. “From the beginning the company was an extension of Anita 

Roddick‟s personal philosophy and convictions” (Bartlett, 1991, p.290). As the 
founder and managing director, she was the determining factor in deciding which 

stakeholders were determined most salient. Those which fitted with her personal 
philosophy and convictions are those which gained most attention. Even through 
franchising, Roddick ensured the attitudes of potential franchisees were 

congruent to her own, thus ensuring continuing salience of stakeholders such as 
the natural environment. Which stakeholders are addressed was decided by 

Roddick in relation to her personal values. The influence of the 
manager/leader/CEO cannot be overlooked. 
 Even though some of the salient stakeholders for the Body Shop were not 

high in power attributes, they remained high in terms of legitimacy. Rather than 
being driven by a more instrumental perspective of stakeholders such as 

resource dependency theory, the Body Shop focused more on the normative 
legitimacy attributes of a stakeholder. Again this shows the personal influence of 
the decision maker. Rather than focusing on which resources the organisation 

may be most immediately financially dependent upon, the more socially and 
morally legitimate attributes remained the focus. 

 
 

Changing Resource Dependence 
Resource dependency theory helps explain why certain stakeholders are 

addressed by management at certain times. When an organisation is dependent 
on a resource, the stakeholders who control access to that resource gain 
influence over the organisation (Frooman, 1999). The more dependent on that 

resource, the more important that stakeholder group becomes (Jawahar & 
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McLaughlin, 2001; Ogden & Watson, 1999). Times of increased resource 
dependency increase the influence of the stakeholders who control that resource 

(Agle et al., 1999).  
 Because different stakeholders control different resources (for example 
shareholders control financial capital and employees control human capital), the 

dependence an organisation has on a particular stakeholder changes as their 
need for that stakeholder‟s resource changes. Frooman (1999) states 

stakeholders have influence through being able to control the organisation‟s 
access to the resource by either withholding resources or attaching conditions to 
its use. Pressures and threats to an organisation‟s survival change over the 

course of its life (Jawahar & McLaughlin, 2001). In start-up, more financial 
capital is required, so those stakeholders controlling those resources gain more 

attention. In mature stages of the organisation, financial capital is likely to be 
more easily available, so a focus on productivity, and thus other stakeholders, 

may become the focus. Therefore, it is vital that an organisation attends to the 
needs of stakeholders, especially in times of increased dependence on the 
resource they control. This helps to explain why instrumental approaches to 

stakeholders cause some stakeholders to become more salient than others at 
certain times (Jawahar & McLaughlin, 2001). However, normative views of 

stakeholders also influence varying levels of stakeholder salience. Managerial 
values influence stakeholder salience. Therefore, as the importance of specific 
values to the manager change, so to does the weighting of stakeholders‟ 

attributes over time (Jones & Wicks, 1999; Ogden & Wicks, 1999). 
 

Body Shop Stages 
Although the Body Shop has always made sure they did not lose focus on certain 
stakeholders at the expense of others, stages in its life show changing 

stakeholder emphasis. Upon entering the American market, the influence of the 
share market increased because financial returns weakened. The Body Shop was 

not in a strong position in this market and the attributes of customer and market 
stakeholders increased in power and urgency. This in turn caused the Body Shop 
to feel they had to „modify their trading practices drastically‟ (Bartlett, 1991, 

p.303). For example, by modifying practices, the claims of shareholder 
stakeholders could then be addressed. This demonstrates that different 

stakeholders can influence the organisation at different stages in the 
organisations lifecycle. 
 Another example of changing stakeholder salience can be seen in the 

engineering firm Svedala Barmac. Between 1989 and 1993, the organisation 
faced hardships which resulted in a push for increased productivity. Before this 

stage research and development (R&D) was undertaken regularly to improve 
their product. However, because of the difficult times the organisation was 
having, restructuring had to occur. This meant that all available resources were 

directed into this process, meaning many stakeholder‟s (such as employees who 
had been laid off) desires could not be met. During this stage, the new owner 

stakeholder became the major focus as their needs were deemed more salient.  
 
 

Networks and Collective Pressure 
Stakeholder relationships do not occur in a dyadic vacuum, but in a network of 
influences. Rowley (1997) proposed that an organisation exists within a network 
of stakeholder relationships. In a „dense network‟ close relationships between 

stakeholders exist. Stakeholders are more likely to have direct relationships with 
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one another. Conversely, a „loose network‟ has less contact (Rowley, 1997). The 
importance of this for organisations is that often multiple stakeholders have 

similar or related desires, or can join forces to aggregately influence the 
organisation (Jawahar & McLaughlin, 2001; Rowley, 1997). Therefore, managers 
tend to respond first to stakeholder influences which have been aggregated 

(Jawahar & McLaughlin, 2001). For example, if government, employee, and 
community stakeholders all desire a specific outcome from the organisation, their 

aggregated pressure on the organisation is likely to cause their needs to be 
addressed before another stakeholder‟s.  
 Stakeholder-agency theory suggests managers need to reconcile multiple 

stakeholder interests (Hill & Jones, 1992), but the aggregated influence of 
multiple stakeholders allows management to deal with multiple stakeholders at 

once. The increased influence of aggregated stakeholder claims may indeed aid 
in this. However, because stakeholders are networked, the actions of the 

organisation toward one group is likely to affect another, which makes 
stakeholder management even more important, yet even more complex. 
 

 

Conclusions 
Stakeholder theory is primarily used to understand and inform the management 
of an organisation‟s stakeholders. Stakeholders are those who both impact on 

and are or impacted by an organisation‟s actions. These include groups such as 
employees, shareholders, suppliers, the government and even the natural 

environment and local community. Some suggest however, that this definition is 
too broad. There are two general perspectives of managing stakeholders. The 
normative perspective views stakeholders as having intrinsic value. The strategy 

of normative stakeholder management is thus driven by a moral/philosophical 
grounding. The instrumental perspective views stakeholder management as a 

tool in reaching traditional organisational goals such as increased profitability. 
Essentially, instrumental stakeholder management is driven by strategy whereas 
normative strategy is determined by a philosophical approach to managing 

stakeholders. Although there is evidence that a convergence may actually exist 
and normative approaches may also lead to instrumental benefits. Because an 

organisation cannot often meet all stakeholder demands at once, the salience of 
a stakeholder is important. Stakeholder levels of power, legitimacy, and urgency 
relating to resource dependence determines their salience in an organisation and 

thus their influence. How much attention a stakeholder gains is also dependent 
on the personal characteristics and values of the manager/CEO/decision-maker 

and their interpretation of a stakeholder‟s attributes. Networks and collective 
pressure can influence their decision, but no matter what the stakeholder‟s 
attributes, in the end, the decision-maker determines which stakeholders are 

addressed by an organisation.  
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Abstract 
This essay examines the extent to which the New Zealand Government is 

“promoting observance” of the principles underlying the International Labour 
Organisation‟s (ILO) conventions on Freedom of Association; determining if the 
New Zealand Governments objective of compliance is being achieved. The formal 

rules that govern the work environment under the Employment Relations Act 
2000 (ER Act) provide evidence about the level of compliance or non-compliance 

with Conventions 87 & 98. It appears that political parties‟ underlying 
assumptions, and ideologies about the nature of the employment relationship 
also provide insight into the likelihood of a government‟s compliance with these 

conventions. These aspects are explored to determine the likelihood of 
compliance. 

 This essay concludes that the New Zealand Government‟s ER Act 
“substantially complies” with Conventions 87 & 98 (ILO as cited in Roth, 2001, 
p.151). The ER Act is therefore largely achieving its objective of compliance with 

conventions on Freedom of Association. This essay concludes that the Labour 
Government‟s more pluralist ideology, and belief that an “inherent inequality of 

bargaining power exists in the employment relationship” (Anderson, 2002) is 
largely responsible for such compliance, and cautions that a change in 
government would likely see a return to the days of non-compliance. Due to the 

current high level of compliance, the New Zealand Government is in a prime 
position to ratify Convention 87. This essay discusses why the Labour 

Government should ratify Convention 87 and explains why this needs to happen 
sooner rather than later. 
 

 

Introduction 
It is evident from the literature that Freedom of Association is a pertinent 
employment relations issue in New Zealand. Employee groups such as the 

Council of Trade Unions (CTU) advocate for compliance, (Douglas, 1998; Roth, 
2001; Wilson, 2000) while employer groups such as Business New Zealand and 

the New Zealand Business Roundtable advocate for non-compliance (O‟Reilly, 
2006; Knowles 2003; NZ Business 2002; Phillips, 2006). Employers argue about 

the feasibility of adopting and ratifying Convention 87 on Freedom of Association, 
arguing that this convention places restraints on the labour market at a time 
when it can least afford to be restrained, the age of competitive globalisation 

(Knowles, 2002; 2003; O‟Reilly 2006; Kerr 2005; NZ Business, 2002). 
 Fisher and Paykel, a large NZ manufacturer, has recently laid-off 350 

employees, and will now outsource to Thailand. Threatening to follow this action 
is Sleepyhead, another manufacturer seriously considering outsourcing to remain 
competitive (NZ News, 2007). It appears that cases like these, will serve to 

strengthen employers‟ arguments on the need for labour market flexibility, and 
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the employers‟ case for advocating non-compliance. Employee groups 
acknowledge the pressures facing employers in the international arena (NZ 

News, 2007), but continue to worry that the race to the top for businesses, will 
end in a race to the bottom for labour standards, fearing that the rights of 
workers will diminish as the Labour market becomes increasingly unregulated 

(CTU, 2007; Greider 1997).  
 The Labour Government seemingly made its position clear with the 

introduction of the Employment Relations Act (ER Act) 2000. The Act has two 
main objectives; one involves the adoption of „good faith‟ in employment 
relationships and the other is “to promote observance in New Zealand of the 

principles underlying International Labour Organisation (ILO) Convention 87 on 
Freedom of Association, and Convention 98 on the Right to Organise and Bargain 

Collectively” (ER Act, 2000, s.3b). Convention No.98 was ratified in 2003, 
Convention No. 87 remains unratified to this day. Convention No. 87 is a „Core 

Convention‟ adopted by the ILO. The ILO (explained in depth later in this paper), 
has deemed Convention No. 87 – Freedom of Association, to be one of the most 
important conventions in existence, and the one most valued by workers (ILO, 

1978). Freedom of Association is giving employers and workers the right to 
create or join an association of their choosing, and giving these associations the 

right to carry out their activities without interference from public authorities. It 
has a unique place among the basic human rights and freedoms of concern to 
the ILO (ILO, 1978). The ILO (1978, p.69) made this statement about freedom 

of association: 
 

Freedom of association is an essential prerequisite for progress 
towards social justice: it enables the workers to give expression to 
their aspirations; it strengthens their position in collective bargaining 

by re-establishing a balance in the strength of both parties and it 
constitutes a healthy counter-weight to the power of the state, by 

enabling labour to participate in the framing and carrying out of 
economic and social policies and it is essential for the proper 
functioning of an organization like the ILO based on tripartism, that is 

to say co-operation on an equal footing between workers, employers 
and governments. 

 
As we find ourselves immersed in an era of unprecedented international trade, 
the ILO‟s international minimum labour standards are elevated to a higher level 

of relevance. Therefore, this essay seeks to determine the extent to which the 
New Zealand Government is in compliance with the underlying principles of 

Conventions 87 & 98, determining whether or not the government‟s objective of 
compliance is being met. 
 First, this essay explains the philosophy and function of the ILO. Second, 

Conventions No. 87 & 98 are examined and New Zealand‟s obligations as a 
member state are discussed. Third, employment law in New Zealand from 1894-

1987 and from 1987-2000 is analysed to assess the previous level of legislative 
compliance; followed by a detailed look at the ER Act 2000 to determine the 
current level of compliance in New Zealand. Fourth, a discussion on why 

Convention 87 should be ratified followed by the author‟s concluding remarks. 
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The ILO  
The Treaty of Versailles was formed at the International Peace Conference in 
Paris in 1919. World War I (WWI) raged from 1914-1918, a bloody four years in 
our history that resulted in the deaths of millions of soldiers and innocent 

civilians. An armistice was signed in 1918 between opposing sides, this saw an 
end to the fighting and unofficially ended WWI. In 1919, the Peace Conference 

officially ended the war with the Treaty of Versailles – a formal and international 
declaration of peace (Yale Law, 2007). After the bloodshed of WWI, it is not 
surprising that the world focus was on peace. Democratic US President Woodrow 

Wilson was a strong advocate for peace, his proposal for a „League of Nations‟ 
was accepted at the conference and became a part of the Treaty of Versailles 

thus creating an international organisation to preserve peace and settle disputes 
by arbitration (Yale Law, 2007).  
 The League's goals included: disarmament, preventing war through 

collective security, settling disputes between countries through negotiation 
diplomacy and improving global welfare (Yale Law, 2007). The overarching goal 

was to establish world peace (just as Immanuel Kant had desired in the 18th 
Century). This goal was very idealistic by today‟s account, but understandable 

given the social devastation and subsequent scars from WWI. The (ILO) was 
created to work in co-operation with the League of Nations; its creation was 
based on the belief that universal and lasting peace could only be accomplished if 

it was based on social justice (Yale Law, 2007). In 1945, the League of Nations‟ 
responsibilities were passed on to the United Nations (established in the same 

year); in 1946 the ILO became a specialized agency of the United Nations (ILO, 
2007). 
 The objective of the ILO was stated in the League of Nations covenant 

(Article 23a), which called for the maintenance of “fair and humane conditions of 
labor for men, women, and children.” The ILO‟s prime function was, and is, to 

create international standards across a wide range of issues in labour. The ILO‟s 
efforts are directed essentially towards the protection of basic human rights, the 
improvement of living and working conditions and the promotion of employment 

(ILO, 1978). The preamble to the ILO sets out three main reasons for the 
establishment of an organisation for the main purpose of adopting international 

labour standards they are as follows (ILO, 1978, p.27):   
 
1. The fact that “universal and lasting peace can be established only if it is 

based upon social justice.” 
2. The existence of conditions of labour involving “injustice, hardship and 

privation” and the need for their improvement. 
3. Fear of the social effects of international competition, “the failure of any 

nation to adopt humane conditions of labour is an obstacle in the way of 

other nations which desire to improve the conditions in their own country.” 
 

 It is clear that the ILO is underpinned by certain assumptions and beliefs 
about human nature, and about the nature of the employment relationship. 
There is a belief that injustice occurs, there is also a belief that there is a power 

imbalance in the employment relationship, and that conflict between labour and 
capital is inevitable. There is also a fear that international trade will result in the 

lowering of labour standards. It is also clear that the ILO is underpinned by 
pluralist ideology, evidenced by the ILO‟s „tripartite‟ structure. Representatives of 
employees, employers and governments from each member state attend the 

ILO‟s annual conferences where all three parties assume an equal footing (ILO, 
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1978). The tripartite structure characterises every stage of the ILO‟s democratic 
standard setting activities. The ILO believed that if governments, employers and 

employees, could get together and talk in a structured way, then conflict would 
be diminished (Phillips, 2006).  
 The ILO includes supervisory committees, which police the conventions‟ 

application in member state countries – where conventions have been ratified 
(Patman & Rudd, 2005). Article 22 of the ILO constitution requires governments 

to submit regular reports on ratified conventions. Article 19 of the constitution 
requires governments to report on unratified conventions (Roth, 2001). In 
addition to this periodic reporting process, there are also complaints procedures 

(Patman & Rudd, 2005). There is a separate committee called the Committee on 
Freedom of Association (CFA), which investigates complaints from member 

states about alleged breaches of conventions related to freedom of association. 
Complaints are investigated whether a country has ratified a convention or not 

(Boivin & Odero, 2006), giving credence to the importance placed on freedom of 
association by the ILO. Boivin and Odero (2006, p.219) state: “The ILO‟s 
supervisory bodies play a vital role in guaranteeing worker‟s and employer‟s 

rights and in establishing a social framework that can ensure peace, stability, 
economic prosperity and social justice throughout the world.” 

 
 

Convention No. 87 & Convention No. 98 
Conventions and recommendations are the end result of decisions made at the 

ILO‟s annual tripartite conferences. Once agreed upon, conventions and 
recommendations are sent to member countries in the hope that they will 
become domestic law. Conventions No. 87 & Convention No. 98 go hand in hand, 

they are twin conventions on freedom of association. One is not mentioned 
without the other (Patman et al., 2005) making the ratifying of one and not the 

other (as is the case in New Zealand), a peculiar scenario. Convention No. 87 
sets out the basic principles underlying Freedom of Association (Patman & Rudd, 
2005). 

 Convention No. 87, 1948 – Freedom of Association and Protection of the 
Right to Organise. Convention 87 can be looked at as two parts. Part 1 – 

Freedom of Association, and Part 2 – Protection of the Right to Organise. Part 1 
gives workers and employers the right to create or join an organisation of their 
choosing. It also allows them to create the rules within their organisations, and 

entitles them to be free from public authority interference. Part 2 – entitles 
workers and employers the right to organise freely (ILO, 1978). 

 Convention No. 98, 1949 - The Right to Organise and Bargain Collectively, 
entitles workers to enjoy protection against acts of anti-union discrimination. 
Unions must be protected against acts of interference, and collective bargaining 

must be promoted through the autonomy of the parties, and voluntary nature of 
negotiations (ILO, 1978).  

 The 1998 declaration of „Fundamental Principles and Rights at Work‟ 
identified „core‟ labour rights areas. These „core‟ rights became a part of the 
ILO‟s constitution and therefore all member countries are obliged and 

constitutionally bound to promote and realise these fundamental conventions. 
Wilson (2000, p. 81) cites the following „core‟ conventions:  
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1. Freedom of association and effective recognition of the right to collective 
bargaining 

2. The elimination of all forms of forced labour 
3. The effective abolition of child labour and; 

4. The elimination of discrimination in respect of employment  
 

 The New Zealand Government has ratified all bar one of these „core‟ 
conventions. As mentioned previously, New Zealand has not yet ratified 
Convention No. 87, although Convention 98 was ratified in 2003 (Wilson, 2003). 

To assess the current level of compliance, it is advantageous to understand the 
history of employment law in New Zealand. 

 
 

New Zealand Employment Law 1894-1987 
New Zealand was among the first countries to introduce legislation supporting 

unions (Cowen, 1993); the first major piece of employment legislation was the 
Industrial Conciliation and Arbitration Act 1894 (IC & A Act 1894) entitled: “an 
act to encourage the formation of industrial unions, and associations and to 

facilitate the settlement of industrial disputes by conciliation and arbitration” 
(Geare & Edgar, 2006, p.318). Through its enactment of the IC & A Act 1894, 

“New Zealand became the first country in the world to legalise collective 
bargaining” (Dannin as cited in Latornell, 2005). The Arbitration era was 
characterised as the era in which unions gave up the right to strike in exchange 

for compulsory arbitration (Epstein, 2001). 
 The IC & A Act was based on four main features: (i) Multi-employer 

awards which provided minimum terms and conditions of employment; (ii) 
extended blanket coverage of awards over specified industries or occupations, 
(iii) procedures designed to make membership in trade unions compulsory; and 

(iv) compulsory arbitration to settle disputes of interest (Harbridge & Crawford 
1997, p.235). The Act prohibited strikes and lockouts both during arbitration and 

after an award (or arbitrated agreement) had been made (Cowen, 1993; Epstein, 
2001; Geare & Edgar, 2006). 
 It is clear that the Act set out to help unions by encouraging their 

formation, and in this sense, the legislation appears to have been underpinned 
by pluralist ideology. However, Geare and Edgar (2006, p.318) state: “ the act 

was pluralist only to the extent it favoured collective bargaining in a formalised 
sense but rejected the idea of strikes.” Geare and Edgar (2006, p.182) go on to 
point out that “by statute „conciliation‟ in New Zealand referred to collective 

bargaining” and that „in “conciliation‟ the conciliator (or conciliation 
commissioner) chaired the collective bargaining process, and the statute set 

down the number of negotiators that were permitted. From 1896-1936, there 
was no compulsion to join a union. In 1936, New Zealand‟s first Labour 
Government introduced compulsory unionism (Epstein, 2001; Evans et al., 1996; 

Geare & Edgar, 2006). Compulsory unionism had many benefits for unions, such 
as stabilised membership and financial security but Cowen (1993, p.71) states: 

“compulsory arbitration undermined collective bargaining by reducing the 
incentive to take it seriously, and ultimately to increase the role of state agencies 

in defining the terms of awards.” In 1983, voluntary unionism was introduced; 
this was short lived as the newly elected Labour Government reintroduced 
compulsory unionism in 1985 (Evans et al., 1996; Geare & Edgar, 2006). Geare 

and Edgar (2006, p.370) state: 
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During much of the period until 1987 the legislation in fact was 
paternalistic and the underlying ideology increasingly unitarist, the 

trend towards anti-unionism and increased punitive measures against 
strike action did not of course proceed steadily but with irregular jerks 
and jumps and at times appeared briefly to reverse itself. 

 
 In 1987, the Labour Relations Act (LR Act) was introduced. The Act was 

said to have introduced “significant, indeed radical changes in industrial 
relations” (Geare as cited in Geare & Edgar, 2006, p.369). The most notable 
change is the ideological shift. The LR Act was more pluralistic than the IR 

Amendment Act 1984 since it made strikes lawful in certain circumstances; it 
also encouraged unions and collective bargaining. Geare and Edgar (2006, 

p.370) state: “It was less paternalistic, since it did away with the automatic right 
to arbitration.” The government was largely sympathetic to workers during this 

era. 
 However, the restricted right of representation and the introduction of 
compulsory unionism were not in compliance with „Freedom of Association‟ as it 

was interpreted by the ILO. Compulsory membership was therefore in breach of 
the principles of freedom of association because it was contrary to the principle 

that individuals have a right to join associations of their own choosing (Wilson, 
2000). However, the ILO‟s concern was that workers were being restricted from 
joining unions, so despite this lack of compliance on New Zealand‟s part, it 

appears that this was of little concern to the ILO. It appears that the 
Employment Contracts Act (ECA) 1991, was of far greater concern as it restricted 

the workers‟ ability to join unions and to bargain collectively. Thus, it 
undermined the ILO‟s position on workers‟ rights to freedom of association. 
 

 

The Employment Contracts Act (ECA) – 1991-2000  
The expressed purpose of the ECA was to “promote an efficient labour market” 
(ECA, 1991). The ECA‟s focus was on the contractual nature of the employment 

relationship. It abolished compulsory unionism and introduced voluntarism; this 
was delivered to the country under the guise of concern for workers freedom 

(Dannin, 1992). In fact the legislation touting concern for workers and unions 
would undo decades of legislative support for unions. Dannin (1992, p.15) 
highlights the irony of the government‟s rhetoric by revealing that the majority of 

workers were in favour of compulsory unionism prior to the enactment of the 
ECA, “as at February 13, 1990, seventy ballots had been held, all supporting 

compulsory unionism.” 
 The Act was heralded by its supporters for “the prospects of flexibility in 
employment contracts, work place co-operation and union responsiveness to 

worker requirements.” Opponents claimed the Act would be “against democratic 
principles, inequitable, anti-progress, anti-worker and anti-union, pro employer 

and discriminatory” (Cowen, 1993, p.76). Dannin (1992, p.14) concluded that 
the National Government held “unions in contempt”, confirming opponents‟ 
views. Dannin reported that statements from the New Zealand Business 

Roundtable reflected not only contempt for unions but also the attitude that 
collective bargaining was irrelevant. The Government “viewed unions as an 

impediment to achieving their economic objectives of lowering wage costs” 
(Dannin, 1992, p. 14). Although the government insisted that they were 
concerned about the freedom of workers to associate with whom they liked, 
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Dannin (1992) concluded that the real vision underlying the legislation was 
economic power. 

 Freedom of Association was interpreted by the ECA in terms of employee‟s 
freedom to decide whether to join a union or not join (Cowen, 1993). The newly 
elected National Government, championed the idea of freedom of choice. It 

appears that this was tantamount to saying that prior to the ECA employees did 
not have the freedom to choose. This is simply not the case; during the era of 

compulsory unionism employees could choose to opt out of a union for a number 
of reasons and therefore, had freedom of choice all along. Geare and Edgar 
(2006, p.322) state: “Under the law, employees were exempted from joining the 

union if they had sincere conscientious beliefs, on either religious grounds or 
other grounds, against joining a union.” Jensen, (2005, p.179) identifies both 

positive and negative forms of freedom of association. Positive freedom of 
association is “the right to form and join associations of your own choice” and 

negative freedom of association is “the right not to be a member of an 
association”. The ILO championed Freedom of Association as the right for 
positive association, the right for workers to associate with unions. The ILO‟s 

primary objective was to eliminate practices that restricted workers rights to 
unionise.  

 The National Government appears to have been ideologically opposed to 
Freedom of Association as it was interpreted by the ILO, but liked the ILO 
packaging of Freedom of Association so much it wrapped its own interpretation in 

the same pluralist packaging, despite holding fundamentally unitarist views of 
the employment relationship, and having intentions to violate and contradict the 

ILO‟s view of Freedom of Association by placing just as much emphasis on the 
employee‟s right not to join a union. 
 The ECA claimed to give employees and employers freedom of choice by 

enabling them to choose to negotiate employment contracts either individually or 
collectively. Therefore, whether employees bargained individually or collectively 

actually came down to who held the most power in the situation; it seems 
illogical to assume that the individual employee would have more power than 
their employer, therefore the choice would more than likely have been the 

employers. If only one choice was available to the worker then freedom of choice 
did not actually exist. Geare and Edgar (2006, p.363) state: 

 
the act‟s listed purposes could be described as an example of suggestio 
falsi, supresso veri. That is, they imply what is not true, (the Act gives 

freedom of choice), and conceals what is true (that many employees 
will be in a position where they can be virtually dictated to by their 

employer) 
 
 Herein, lies the paradox, the New Zealand Government was obliterating 

unions by removing compulsory membership and championing freedom of choice 
and freedom of association. Yet, not far from the surface of their arguments, was 

the insidious truth that workers did not have freedom of choice under the Act, 
the Act appears to have enabled employers to regain managerial controls and 
managerial prerogatives, undermining the very essence of Freedom of 

Association as defined by the ILO. The ECA introduced a unitarist legislative 
framework into New Zealand couched in pluralist rhetoric. It claimed its 

legislation would benefit workers and unions, yet its underlying objectives were 
to “lower wages and create compliant bargaining” (Dannin, 1992, p. 20). 



Otago Management Graduate Review Volume 5 2007 

 

Freedom of Association 34 

 Unsurprisingly, in 1993, the New Zealand Council of Trade Unions (CTU) 
made a formal complaint to the Committee on Freedom of Association (CFA) 

accusing the New Zealand Government of violating freedom of association 
(Wilson, 2000). As mentioned previously, although Conventions 87 & 98 were 
unratified at this time, the fact that New Zealand was a member state of the ILO, 

meant that it could be held accountable for a breach of any of the ILO‟s core 
conventions, which included Freedom of Association. Wilson, (2000, p.83) 

stated: “It has been the embarrassing duty of the New Zealand workers 
representatives to ILO conferences during the past few years to call the New 
Zealand Government to account before this committee for fundamental breaches 

of conventions.” 
 In its complaint, the CTU alleged that the ECA 1991 violated Conventions 

87 & 98 in the collective bargaining process by its restrictions on the right to 
strike. The CTU claimed that: “the Act did not provide an adequate legislative 

framework for the exercise of the right to organize and bargain collectively” (ILO, 
2007). The government claimed to have adopted a neutral stance with respect to 
collective bargaining; however, Article 4 of Convention 98 requires a government 

to take a promotive stance (Wilson, 2001). The CFA upheld the majority of the 
complaints laid by the CTU, subsequently, the ILO made recommendations that 

the ECA be amended and brought into line to comply with Conventions 87 & 98 
(Wilson, 2000). The complaint brought international attention to New Zealand 
and put the National Government under intense diplomatic scrutiny as it was 

forced to defend its lack of compliance, the complaint also sparked media 
attention and debates at the national level (Wilson, 2000). 

 From 1991-2000, there was a great shift in New Zealand from a collective 
work environment to the individualisation of employment (Harbridge, 2000). In 
1991, when the ECA came into force, union density in New Zealand was 

estimated at 41.5 percent. By December 1999, that figure had plunged to 17 
percent as total union membership fell from 603,211 to 302,405 members 

(Harbridge, 2000). This shift provides evidence of an ideological shift away from 
the previous more collective and pluralist outlook back towards a more unitarist 
and individualist outlook; one that clearly undermined the ideological view held 

by the ILO. The failure to give weight to these ILO Conventions was one of the 
most strongly criticised features of the ECA (Anderson, 2002). The opposition 

party (the Labour party) proposed a reform of the legislation; this reform was to 
be based on the ILO‟s core conventions. In the year 2000, the Labour 
Government‟s Employment Relations Act repealed The Employment Contracts 

Act. 
 

 

Employment Relations Act (ER Act) 2000 
In 2000, the Employment Relations Act (ER Act) 2000 was introduced. One of 
the most significant features of the ERA was that it placed an emphasis on 

employment relationships, a shift from the previous legislation‟s heavy emphasis 
on the contractual nature of the relationship. In an address to the Employer‟s 
Federation in early 2000, Margaret Wilson stated: 

 
The new legislation recognises the reality of the arrangements we 

make in the workplace: the employment relationship is a human 
relationship. Like all kinds of human relationships, it functions best in 
an atmosphere of mutual trust, confidence and fair dealing... The bill is 
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designed to enable employers and employees (with their unions) to 
rebuild positive and co-operative employment relationships. 

 
Anderson (2001, p.103) stated that the “primary focus of the Act is the 
restoration and protection of the rights of workers to associate with trade unions 

and to negotiate their conditions of employment through collective bargaining.” 
As mentioned previously, the Act has two main objectives: one involves the 

adoption of „good faith‟ in employment relationships and the other is “to promote 
observance in New Zealand of the principles underlying International Labour 
Organisation Convention 87 on Freedom of Association, and Convention 98 on 

the Right to Organise and Bargain Collectively” (ER Act, 2000). 
 The underlying assumptions about the nature of the employment 

relationship are in-line with those of the ILO‟s namely; a belief that there exists 
an “inherent inequality of bargaining power in the employment relationship” 

(Anderson, 2002, p.1). There is also an obvious shift away from the focus on the 
individualisation of the employment relationship introduced by the previous 
National Government. A promotive stance is taken towards collective action, 

further supporting the idea of an ideological shift. The International Labour Office 
informed the New Zealand Government on the 31st January 2001 that “the 

Employment Relations Act, as a whole, appears to be compatible with 
conventions 87 & 98. Nevertheless, there are several areas where there remains 
some inconsistency” (Roth, 2001, p.151). 

 Turning to these areas of inconsistency, Roth (2001) states that in 
sections 23 and 24 of the ER Act there are provisions for denying union 

representatives access to the workplace where none of the employees is a union 
member, there are no more than 20 workers in the workplace, and the employer 
is an individual who holds a current certificate of exemption from the Department 

of Labour on the grounds that “the employer is a practicing member of a 
religious society or order whose doctrines or beliefs preclude membership of an 

organisation or body other than the religious society or order of which the 
employer is a member” (ERA, s.24(1)). Roth (2001, p.164) stated: “In principle, 
it seems odd that an employer‟s religious beliefs should be imposed on 

employees in this way, and in any case it is likely that this provision runs counter 
to the Human Rights Act 1993.”  

 The likelihood of this situation arising seems slim, however, it remains a 
breach of the principles that state that access to workers must not be impeded 
for freedom of association to be truly exercised (ILO, 2007). The Exclusive 

Brethren have caused a considerable amount of political controversy in New 
Zealand recently. Accusations of their ties with the National party, and in more 

recent times, the Labour party, have featured regularly on the New Zealand 
News. The Exclusive Brethren desire the ability to discriminate against non-
Christians in employment. This has seen the Exclusive Brethren generally out of 

favour, and may result in a repeal of the above legislation, although this is 
speculative.  

 According to Roth (2001), the current illegality of sympathy strikes and 
protest strikes under the ERA constitute a breach of the ILO‟s principles. A 
sympathy strike occurs where the employees concerned are taking action in 

support of another group of employees. The committee of experts is of the view 
that sympathy strikes should be permitted, “provided that the strike that is being 

supported is lawful” (Roth, 2001, p.165). The committee of experts had this to 
say about New Zealand‟s restrictions on sympathy strikes (ILO as cited in Roth, 

2001, p.165): “The committee considers that a general prohibition on sympathy 
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strikes could lead to abuse and that workers should be able to take such action, 
provided the initial strike they are supporting is itself lawful.” The Committee of 

experts has also taken the view that national and general strikes should be 
permitted where the objectives are economic or social (such as a strike for a 
higher minimum wage or a change in economic policy) (Roth, 2001). The ILO 

stated: “A declaration of the illegality of a national strike protesting against the 
social and labour consequences of the government‟s economic policy and the 

banning of the strike constitute a serious violation of freedom of association” (as 
cited in Roth, 2001, p.165). 
 However, “strikes that are purely political do not fall under the ambit of 

Freedom of Association” (ILO as cited in Roth, 2001). Under the ECA 1991, 
workers were protected against discrimination for having gone on strike. The ERA 

removed this protection for workers, Roth (2001, p.166) states: “the apparent 
aim here is to allow employers to treat striking and non-striking employees 

differently.” Under the ILO Principles of Association, workers should be protected 
against discrimination on the grounds of having participated in lawful industrial 
action (ILO, 1978; ILO 2007; Roth 2001). 

 There were two other areas of minor concern regarding consolidated 
bargaining and the Employment Relations Authority‟s requirement that mediation 

be the primary remedy. The committee felt that these areas were of only minor 
concern, and reached the overall conclusion that New Zealand is “substantially in 
compliance” with Conventions 87 & 98 on Freedom of Association (Roth, 2001, 

p.151).  
 

 

Why the New Zealand Government Should Ratify 
Convention No. 87 
Whilst the current situation in New Zealand is one of compliance, the 
government seems reluctant to ratify Convention 87. In 2006, the government 
stated: “the New Zealand Government has no current intention to ratify 

Convention No. 87” (ILO, 2007). Thus, it appears that the New Zealand Labour 
Government has moved as far as it intends to on this matter. Ratifying 

Convention 87 is unlikely to make much of a difference to the current 
employment relations situation in New Zealand. However, the country would be 
required to tidy up the aforementioned areas where inconsistencies exist to bring 

its legislation into line, by wholly complying with the convention on Freedom of 
Association.  

 There are several compelling reasons why New Zealand should ratify this 
convention; first and foremost, ratifying the convention would stabilise the 
situation on Freedom of Association in New Zealand, making it more difficult for 

an incoming government to backslide on Freedom of Association. The chances of 
this occurring are real, the next general election is to take place in 2008 and the 

National party has already stated that it intends to repeal the ER Act. The 
National Party (2005) stated: 
 

National will repeal the Employment Relations Law Reform Act 2004 
and bring in a new Act incorporating the best of the Employment 

Contracts Act 1991 and the best of the Employment Relations Act 
2000. The Employment Agreements Act will: 
 Ensure that employees and employers have the same rights  
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 Remove union monopoly bargaining rights over collective 
agreements 

 Establish a 90 day probationary period for new workers to avoid 
barriers to employment 

 Ensure that appointments to mediation and adjudication services 

are merit-based. 
 

Unfortunately, the National Government‟s previous strategy was to disregard 
workers‟ fundamental rights in favour of treating employees as commodities 
(Douglas, 1998). That response abandoned any pretence to maintain labour 

standards. In his speech to the ILO in 1998, Ken Douglas stated:  
 

New Zealand seeks to compete internationally by engaging in a race to 
the bottom when it comes to lowering worker rights and worker 

protections. That does offer governments an easy option. On the face 
of it, it is much harder to compete through skills and quality and by 
maintaining labour standards than it is to compete through cheap 

labour. 
 

It is important to recall at this stage that the Committee on Freedom of 
Association was largely in agreement with the CTU‟s findings (Roth, 2001). The 
ILO concluded that the ECA violated workers‟ basic human rights (ILO, 2007). A 

return to this state would be disastrous for workers and unions. Workers would 
find themselves once again in a position where they could be virtually dictated to 

by employers, and unions would once again be sidelined as irrelevant, as would 
collective bargaining. The “inherent inequality of bargaining power” that the 
Labour Government has sought to address would once again be a problem for 

New Zealand‟s workers and unions. Another important reason to ratify 
Convention 87 is the National Party‟s unitarist ideological view. Farnham and 

Pilmott (as cited in Geare & Edgar, 2006, p.12) state that unitary theory: 
“….provides an image of the ideal world…its interpretation of society with its 
emphasis on an orderly and stable community, imbued with common purpose 

and a value consensus, bears little relation of everyday social relations.” 
 With this being so, it appears that the ILO‟s pluralist ideology provides a 

more realistic interpretation of the reality of employment relations, Geare and 
Edgar, (2006, p.12) state: “there are different interest groups in employment 
relations, they have different objectives, and conflicts of interest must arise…” 

This strengthens the ILO‟s arguments for positive Freedom of Association and 
employment relations on an equal footing and strengthens the argument for 

compliance with the ILO. 
 As a member state, New Zealand is obliged to comply with the Core 
Conventions on Freedom of Association; flouting their obligations in the 

international arena may negatively impact the country‟s reputation on a global 
scale and more importantly, The Bill of Rights Act 1990, and the Human Rights 

Act 1993, also entitle New Zealanders to Freedom of Association, providing 
further evidence that Freedom of Association is considered a basic human right 
to many. An incoming National Government would work hard to reduce 

employers‟ costs, to enable employers to be competitive in international trade. 
The National Party‟s intentions are clear and signal a return to the days of non-

compliance and a lowering of labour standards. The Labour Government has in 
its hands the ability to stabilise the situation for New Zealand workers making it 

more difficult for an incoming government to remove legislative support for 
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unions and workers. This essay recommends that the government move quickly 
to ratify Convention No. 87.  

 
 

Concluding Remarks 
This essay has examined the extent to which the New Zealand Government is 

“promoting observance” of the principles underlying conventions 87 and 98 on 
Freedom of Association. It is clear that for a country where non-compliance has 
previously been the norm, the ER Act represents an important step towards 

recognition and acceptance of the principles underlying the conventions on 
Freedom of Association. The legislation‟s emphasis on the employment 

relationship, on „good faith‟ dealings and on the observance of the principles 
underpinning the conventions on Freedom of Association, sees the NZ worker 
finally enjoying the freedom that the ILO has recognised and honoured for 

workers for so long.  
 However, due to the lack of ratification and the upcoming general election, 

the future of Freedom of Association in New Zealand is uncertain. A new 
government is likely to backslide on this convention, especially in the face of 

unprecedented global competition. So, whilst the current situation looks good for 
workers and unions, there is no way to tell whether ratification will ever occur in 
New Zealand. It is clear though that a pluralist ideology and a belief that there is 

an “inherent inequality of bargaining power in the employment relationship” 
(Anderson, 2002), is more likely to be associated with compliance, than a 

unitarist ideology, and a view that employers and employees are on an equal 
footing. A new government in New Zealand could spell the end of compliance as 
we currently know it and re-introduce the days of non-compliance, this would be 

a sad day for New Zealanders workers and unions; this paper strongly 
recommends that the Labour Government makes it mark on this issue by 

ratifying Convention No. 87 before the next election in 2008. 
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From Rags to Riches: A Theoretical Perspective on 

the Strategy of Phoenix Organic. 

A Study on the Evolution of Strategy Within a 

Firm 

 

 
Nicholas O’Leary  
 

 
The Start: Bathtubs and Beer Bottles 
Phoenix Organic began life as an organisation from the most humble of roots. 

Originally started in 1987 as somewhat of a hobby for three friends, the 
organisation (if it can indeed be called such) produced naturally fermented 
ginger fizz out of a bathtub in their Auckland flat. By the owners‟ own admission 

it was a very primitive starting point whereby they would gather old Steinlager 
bottles from nearby pubs, clean them out and fill them with their homemade 

beverage (which it turned out, was most keen on exploding out of the bottles!).  
 It was from these meagre beginnings that many of the core values were 
instilled into Phoenix. The three owners, Roger Harris, Chris Morrison and 

Deborah Cairns all shared similar ecological values. The three met as part of a 
circle of people involved in organic gardening and their focus was, and still is, 

heavily informed by principles of organic, healthy and sustainable production 
from within an egalitarian environment. Morrison, upon meeting his soon to be 

partner in Roger Harris commented, “He (Harris) had a similar vision to us – to 
make a healthy alternative to the drinks out there, one with a premium edge” 
(Collins, Bowden, & Kearins, 2005, p 1.). 

 These shared values surrounding healthy, organic and sustainable 
products by way of an egalitarian system were of central importance to the 

owners/founders and as such, evolved over time into key aspects of the entire 
organisation‟s culture. This meant that in terms of products, Phoenix was 
committed to creating beverages that were GE-free, rejected the use of synthetic 

chemicals in both their farming and manufacturing whilst creating management 
systems that worked in harmony with nature. This commitment to organic, 

premium quality often meant that Phoenix was faced with higher costs then 
others in the beverage market. An example of this was seen in the major 
beverage players quickly switching to plastic containers as a cheap alternative to 

glass. Phoenix however, noting that glass was „friendlier‟ to the environment, 
chose to stick with the more expensive option. 

 These values were so crucial to the “Phoenix Way” that they later 
manifested themselves in the form of a „Sustainability Director‟, Rachel Brown. In 
commenting on the nature of the organisation‟s culture Brown stated that, “It is 

very difficult for other companies to copy because the company brand is so 
interlinked with the owners, and their belief systems, and their value base” 

(Collins et al., 2005, p 7). 
 The evolution of these attributes has, over time, afforded Phoenix key 
advantages in the marketplace. One such advantage has come in the form of 

brand value and reputation. Through adherence to their core principles, even at 
the expense of increasing costs, Phoenix began at its earliest stages the building 
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of a reputable brand which exuded the principles and values sets as determined 
by its owners. 

 Another such example is an effective, efficient organisational structure. 
The early focus on an egalitarian work environment ensured that the 
organisational culture evolved in such a way that staff were highly prized as a 

resource, which in turn added value to the organisation. As staff were treated as 
sources of organisational value, the founders observed that due to their 

concentration on an egalitarian style of management, staff turnover dropped and 
productivity rose. Chris Morrison commented on these developments, “That‟s a 
huge benefit to the company, and so I think it‟s important to put a lot of energy 

into that area” (Collins et al., 2005, p 4). 
 

 

Theoretical Perspective 
Barney (1995) explains that internal strengths can be a source of a firm‟s 
competitive advantage. This inward looking perspective on advantage is known 

as the resource-based view (RBV). In the case of Phoenix, the owner‟s value 
systems and the consequent construction of the organisation‟s culture can be 

viewed in terms of the RBV as a strength that the organisation draws advantage 
from. 
 Organisational culture within Phoenix grew from a historical association 

(Knights & Morgan, 1991) with the three founders and their personal values. 
These values placed strong emphasis upon creating healthy, sustainable, 

organic, premium products from within an egalitarian system and as such, it is 
these values that were firmly embedded in and informed the organisation‟s 
culture. As the firm‟s employee numbers were (and still are) small, there was 

very little room within the firm for those that did not subscribe to the “Phoenix 
Way”, as the founders had direct contact with all parts of the organisation.  

 We can assess the usefulness of the company culture as a capability from 
which the firm can obtain sustainable competitive advantage by using Barney‟s 
(1995) VRIO design. This design states that in order for an internal asset to be 

viable as a competitive advantage, it must be valuable, rare, inimitable and 
organisational. 

 The organisational culture adds value in several ways. First, the emphasis 
placed upon „organic‟ opens new markets that would otherwise be closed to 
mainstream organisations. This is exemplified as Phoenix grew as an 

organisation, discussed in further detail below. The company ethos surrounding 
organic goods and practices also led Phoenix to win numerous awards from 

various societies, for example the Waitakere City Council Environmental Progress 
Award. Such awards in turn added value to the Phoenix brand. 
 Second, the organisational culture within Phoenix advocated the creation 

of a premium product, as exemplified by the above quote by Roger Harris. Such 
a strong culture surrounding premium quality saw Phoenix products produced at 

a very high standard, as to do otherwise would be deemed unacceptable by 
company culture‟s standards. Thus the organisational culture adds value by 
ensuring high quality. Again, this strengthens Phoenix‟s brand name, which in 

turn increases its market appeal. It is also important to note that it is the 
premium quality, inherent in the Phoenix brand, which allows Phoenix to 

command a price premium for its products. 
 Furthermore, the organisational culture‟s emphasis upon an egalitarian 
structure and appreciation of employees adds value by increasing the happiness 

of the staff, reducing turnover and therefore increasing productivity. 
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The test of rarity is of equal importance when determining the usefulness of 
Phoenix‟s culture as a path to competitive advantage. The best illustration that a 

culture such as Phoenix‟s was rare lies is in the lack of any direct competition in 
organic beverages throughout the early stages of Phoenix‟s growth. In the late 
80s and early 90s Phoenix was very much alone in terms of organic values within 

the beverage industry. As such, the values that were afforded by the 
organisational culture were extremely rare. 

 Barney (1995) goes on to state that an asset must be inimitable in order 
to convey a sustainable advantage to the organisation. In terms of Phoenix‟s 
company culture we can see that is was highly inimitable, a sentiment conveyed 

in the above quotation by Rachel Brown. Since the culture is inextricably linked 
to the owners and embedded in the organisation it is very difficult for other firms 

to imitate. The culture is referred to as the “Phoenix Way” rather than a set of 
easily imitated rules and regulations making knowledge of the culture tacit and 

difficult to export (Knights & Morgan). As a socially complex asset, culture is 
idiosyncratic to the firm and nearly impossible to copy (Campbell-Hunt, 1995). 
 Finally, Barney‟s (1995) test of an internal asset‟s usefulness asks whether 

it is organisational. This refers to whether or not the firm is providing the 
appropriate setting to properly foster the internal asset. In terms of Phoenix‟s 

organisational culture, we see that it is inextricably linked and embedded within 
the organisation itself. 
 Therefore, by using a RBV of the firm and applying Barney‟s (1995) VRIO 

tests we can observe that during the early stages of Phoenix‟s growth, 
organisational culture conveyed assets and advantage that were valuable, rare, 

inimitable and organisational. As we will see, the nature of this cultural 
advantage would be a hugely contributing factor in Phoenix‟s success in years to 
come. This advantage was sustainable, for the time being. 

 A further theoretical model is exhibited by the early strategic choices that 
Phoenix made in the form of Porter‟s (1996) notion of trade-offs. In this theory, 

Porter explains that in order to achieve a sustainable position a firm must accept 
trade-offs in relation to other strategic positions. By creating the need for choice 
in an organisation‟s strategy, Porter explains that a firm can protect against 

imitation. 
 By selecting the position of an organic, premium producer, Phoenix has 

demonstrated the theory well. By using expensive organic inputs Phoenix has 
had to reject any notion of a cost advantage. This trade-off has seen the sacrifice 
of cheaper costs and potentially larger markets in favour of higher priced, 

premium markets. 
 As Porter states (1996) this trade-off occurs due to possible 

inconsistencies in Phoenix‟s reputation if they do not trade-off. For example, if 
Phoenix, who had begun by building a brand based upon the company culture of 
organic, sustainable and healthy products, were to promote the use of plastic 

bottles instead of glass in an attempt to cut costs, there would be a blatant 
contradiction between ethos and practice. Such a contradiction could undermine 

Phoenix‟s credibility, confusing and alienating current and potential consumers. 
 Established competitors at the time, for example Coca-Cola, had engaged 
in their own trade-offs, preferring low-cost, high saturation to the more 

expensive premium organic choice. Any attempt by Coca-Cola to re-create their 
image to directly compete with Phoenix on a premium, organic stage would cost 

millions of dollars. Therefore the trade-off that Phoenix has taken constitutes a 
major barrier to entry for the established players. This barrier was a major 

determinant in allowing Phoenix the room in the industry to survive. 
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Pasteurization = Professionalism 
After around two years of making ginger fizz in the bathtub at an Auckland flat, 
the owners recognised a need to expand. With an accumulated history in the 
market established, the founders were beginning to become more attuned to 

what the market was demanding, as Harris pointed out: 
 

I could see at that point that we needed to re-brand and we needed to 
exit from (merely) ginger fizz for a number of reasons. It was a real 
enthusiast product and it had a lot of cult around it, but it needed to 

change, it needed to reflect what we now knew about the market and 
where we wanted to head. So we made the change (Collins et al., 

2005, p 2). 
 

With the market demanding more than merely ginger fizz, the owners took the 

huge steps towards becoming a professional enterprise. This involved investing 
in the key technological advance of pasteurization. With the ability to pasteurize 

came the ability to service markets more demanding of hygiene and quality as 
well as allowing Phoenix the ability to expand their range of drinks. 

 The new range of drinks manufactured by Phoenix included the traditional 
ginger fizz (modified so that it no longer exploded!), as well as the creation of 
honey-sweetened lemonade and cola in 1990. These developments were soon 

followed by a new range of sparkling fruit-flavoured waters such as feijoa and 
apple. Coupled with a move of premises to a new plant as well as an increase in 

staff numbers, Phoenix could now bottle around 100 drinks per minute. Thanks 
to the new process of pasteurization, the beverages made by Phoenix now had a 
shelf life of twelve months and were ready to be distributed into new markets. 

 
 

Theoretical Perspective 
The owners/strategists, after being involved in the industry for a number of 

years, began to get a „feel‟ for how the market worked and what the consumers 
were demanding. This is an example of an internal asset as per the RBV. Barney 

(1995) calls such assets „human‟, which come in the form of experience, 
knowledge and wisdom. We can look at this asset in terms of VRIO in order to 
discern its usefulness in conveying sustainable advantage to Phoenix. 

 The ability to „feel the waves‟ in the industry is infinitely valuable as it 
allowed Phoenix the foresight to determine the changes required in its product 

line. The rareness is also evident in the number of competitors also able to 
predict the shifts in the premium beverage market; virtually zero in New 
Zealand. As the advantage is historically constructed and imbued through social 

interaction it is unique to Phoenix‟s circumstances and therefore very difficult to 
imitate. Finally, as the advantage is imbued in the firm by the owners directly, it 

is inherent in the organisational structures and processes. 
 An analysis of the VRIO attributes indicates that Phoenix‟s ability to „feel‟ 
the markets demands was an extremely valuable source of competitive 

advantage, one that would confer great benefits in the future. 
 

 



Volume 5 2007 Otago Management Graduate Review 

 

O‟Leary 45 

Attacking the Niche 
The traditional beverage „kings‟ in New Zealand were Coca-Cola and Frucor, both 
huge companies with immense power. Of these, it was Coca-Cola that dominated 
the soft-drink industry in New Zealand producing the six top-selling brands. 

Roger Harris noted: 
 

We knew at the beginning that we wanted to break the monotony, the 
sameness and the oligopoly of the (established) brand. […] It was 
Coke and Frucor and if you wanted anything else, you were looking in 

the wrong country (Collins et al., 2005, p 3). 
 

Afforded new markets from the creation of their new range of drinks, Phoenix 
was reluctant to go directly head-to-head with either of the major players. The 
owners intentionally targeted the developing café culture after realising a 

significant gap in the market left by the big industry players. Harris stated: 
 

There was a whole trade that was emerging called the café trade and it 
needed products that were packaged, that had a point of difference, 

that reflected the premium, that could command those margins, that 
could carry the retail value (Collins et al., 2005, p 3). 

 

Phoenix noticed that the strengths that they had already developed in quality, 
branding and using organic values as a point of difference were ideally suited to 

this emerging café market and as such, made strategic moves towards „side-
stepping‟ Coca-Cola‟s traditional rule. In order to successfully combat Coca-Cola 
in this specific arena, Phoenix made use of what they perceived as a major chink 

in Coke‟s strategic armour. The problem with Coca-Cola was the branding‟s 
universal nature which alienated itself from the café cultures demand for 

premium products. As Harris again noticed: “Coke was going to, just by the 
presence of their branding alone, to say something to the audience about what 
the product was. It says „lunchbar, lunchbar, lunchbar‟, And that turns off big 

chunks of their audience” (Collins et al., 2005, p 3). Therefore, by using their 
organisational skills and tending to the specialty markets, Phoenix had identified 

a market and a market channel with huge potential to which their product was 
ideally suited. In order to secure a position in this emerging market, Phoenix 
leveraged its flexible nature to devise a new distribution scheme. As it was a 

small company and strategically flexible, Phoenix‟s owners were able to explore 
avenues that may otherwise have been impossible for its larger rivals. 

 At the time, the traditional café owner had only one real choice when it 
came to beverages; the „big red box‟. Coca-cola would therefore supply the 
fridge and all the products in it, locking the brand into a café and leaving little-

to-no room for competitors, despite industry demands for something different. 
Phoenix combated this by approaching the café owners directly and offering to 

install fridges in which multiple items and brands could be stocked and sold. 
These fridges would be allowed to contain drinks from Coca-Cola, Frucor and 
Phoenix, thus the café owner got the best of both worlds; mainstream soft 

drinks, water and juice as well as boutique options. For Phoenix, the positives 
were two-fold; first, it enabled them a way into the market, which culminated in 

Phoenix‟s presence in some 2000 cafes in New Zealand with a market 
penetration of around 70% (Collins et al., 2005). Second, as their fridges were 
being used, Phoenix reserved the right to stock their products in „prime fridge 

real estate‟, as Harris explained to thousands of café owners: 
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I know you have needs over and above what we can meet. All we want 

is an agreement with you (the owner) that gives us enough of the 
fridge to get the volume we need to pay for the fridge and make this a 
profitable business. […] We own eye level, we own down to your navel, 

and they (competitors) can have the rest (Collins et al., 2005, p 3). 
 

Therefore, by devising a way into a profitable market wherein their products 
were ideally suited, Phoenix ensured access to a vast amount of willing 
customers without going directly head-to-head with the international juggernauts 

in Coca-Cola and Frucor. This would eventually lead to great success, further 
propagated by a growing demand for all things organic. 

 
 

Theoretical Perspective 
The move into the highly specific niche of the „café culture‟ is an excellent 

example of pursuing a strategy of differentiation focus (Porter, 1985). This refers 
to Phoenix‟s adaptation of its strategy to exploit the special needs of the 

consumers in a very specific market segment. By focussing/dedicating itself to 
the café segment exclusively, Phoenix was able to gain a competitive advantage 
over its larger competitors in Coca-Cola and Frucor, who in the past serviced the 

segments poorly due to their broad targeting strategies. As such, by focussing on 
a niche particularly suited to their internal assets (premium, high quality 

culture), Phoenix was able to supply the market with well-suited products which 
were keenly demanded. The niche market had been successfully identified, and 
upon entry, would remain the seat of Phoenix‟s earnings to this day. 

 The system of distribution pursued by Phoenix was a substantial source of 
competitive advantage at this time. Again we can examine the system as an 

internal asset pertaining to a RBV of the firm and the asset‟s VRIO abilities. The 
value of the distribution system is immense; not only did it allow presence in 
over 2000 cafés New Zealand wide, but it also saw Phoenix products occupy the 

prime fridge real estate in those cafés. This was a huge driver of demand and 
became the source of a positive feedback loop (discussed below).  

 In terms of inimitability, competitors, namely Coca-Cola, were unable to 
match Phoenix‟s offer to cafés. This was due to the larger organisation‟s 
inflexibility in the matter of allowing a competitor‟s drinks into their fridges. As 

such the distribution system was inimitable to the established competitors.  
 In terms of rarity, the ability to command prime fridge real estate was 

rare indeed. This was especially true for a small New Zealand company that was 
faced with huge multi-national competition.  
 Finally, the distribution, centred on boutique cafés was an excellent fit for 

the existing organisational structure of Phoenix. This saw the matching of a 
premium style beverage with a premium style distribution system to service 

premium style cafés. The coherence between organisational activities and the 
emerging market allowed Phoenix the advantages to exploit the opportunity 
provided to the fullest. 

 Aside from a RBV of Phoenix‟s move in to the niche, the move is also an 
excellent example of Hambrick and Fredrickson‟s (2001) framework for 

successful strategic construction. Within this framework there are five elements: 
Arena, Vehicles, Differentiation, Staging and Economic Logic. Phoenix‟s strategy 
conforms well to Hambrick and Fredrickson‟s notion of selecting an appropriate 

„Arena‟ in which to operate. As suggested by the theory, Phoenix was very 
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specific with regards to market segments (premium cafés) and product 
categories (premium beverages). Phoenix has also illustrated Hambrick and 

Fredrickson‟s framework by ensuring that emphasis levels pertaining to the 
arena were clear; in this case exclusive. 
 Hambrick and Fredrickson‟s principle of „Vehicles‟ is also seen clearly in 

Phoenix‟s strategic plan. Having identified the specific arena that they wished to 
enter, they ensured that they had a viable vehicle in their creation of a 

distribution system, placing great emphasis upon it as a key aspect of their 
growth plan. By ensuring that their vehicle by which they would enter the market 
was effective, Phoenix avoided possible entry pitfalls such as serious delays, 

costs or failure altogether. 
 In terms of „Differentiation‟ Phoenix‟s ability was unmatched. Very similar 

to Porter‟s (1985) concept of the same name, this aspect is discussed in more 
detail below. 

 Hambrick and Fredrickson‟s „staging‟ places importance upon the sequence 
of strategic moves taken. This refers to the manner in which strategic moves 
build upon each other in an incremental fashion; that is, the strategy is 

emergent. Staging can also be viewed as strategic evolution. In Phoenix‟s case 
staging was extremely important. This included the historical pretext (as 

discussed above in terms of a „feel‟ for the industry) necessary for the 
owners/strategists to be able to accumulate the knowledge required to predict a 
successful move into the selected arena. The time invested into the business 

before major expansion was undertaken was therefore crucial in terms of 
maximising Phoenix‟s chances for success as it allowed the owners the insight to 

identify the potential niche. One can only imagine that if Phoenix had attempted 
to expand before the owners acquiring a „feel‟ for the market, the opportunity to 
fully exploit the café niche may have been missed. 

 Likewise the construction of the “Phoenix Way” before expansion was 
crucial to success. The strengthening of company culture meant that Phoenix 

was able to enter the market with a brand and reputation already established, 
focussed and ideally suited to the specific needs of the café niche. Had Phoenix 
expanded before building a quality brand out of company culture, they risked 

being unrecognisable in the marketplace or worse still, ill suited to the premium 
demands of café consumers. Therefore by successfully managing the strategic 

evolution of the firm through close observance of staging, Phoenix was able to 
ensure the highest possible chance of success in both the selection of, and the 
entry into the niche market. 

 „Economic Logic‟ is the final aspect of Hambrick and Fredrickson‟s strategic 
framework and refers to a sound economic understanding of how profits will be 

generated. In the case of Phoenix, the strategy employed had a central economic 
logic which was vital to wealth creation. This lay in the ability for Phoenix to 
acquire high prices for a difficult to replicate product; in other words that the 

higher price would exceed the extra costs inherent in premium products. 
 

 

Organic Explosion 
The entry in to a large number of cafés in New Zealand meant that Phoenix was 
well positioned to take advantage and reap the benefits of a growing concern in 

New Zealand about food safety issues. Issues such as foot and mouth disease 
and „mad-cow‟ in Europe increased the New Zealand public‟s awareness of and 
demand for healthy foods. One sector that benefited hugely from the public 

arousal, as had already been predicted by Phoenix‟s owners, was organic food 
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and beverages. Demand for organic products soared, and coupled with their 
product‟s suitability within the café arena, Phoenix Organic‟s beverages were no 

exception. This increase in demand saw Phoenix‟s total sales increase from 
around $NZ4 million in 2002 to $NZ5 million in 2003. Steady growth continued in 
2004 with total sales reaching $NZ6.5 million (Collins et al., 2005). 

 Using the values and advantages they had already evolved, Phoenix was 
able to offer consumers a brand which was synonymous with organics and 

committed to bringing the customers high quality, healthy beverages. This 
helped build strong customer loyalty and was viewed by Phoenix as a major 
point of difference and strength in the competitive environment. 

 
 

Theoretical Perspective 
Whilst competitors such as Coca-Cola and Frucor were more focussed on cost 

leadership (as discussed above), Phoenix „traded-off‟ this advantage in favour of 
a high-cost, premium good. This is an example of a generic strategy pertaining 

to „differentiation‟ (Porter, 1985; Hambrick & Fredrickson, 2001). Differentiation 
refers to a firm‟s desire to compete on the basis of uniqueness in the industry, 

along dimensions that are valuable to consumers. 
 In Phoenix‟s case, the point of differentiation was twofold. First, they 
attempted to be unique by offering high-cost, high-quality goods. This 

differentiation fitted well with existing organisational culture and matched the 
niche café market‟s demands as well. Second, Phoenix differentiated its products 

through use of the organic ethos in its company culture. The association with 
healthy, organic products was particularly pertinent given the upsurge in demand 
for organic goods and this meant that Phoenix was well positioned to take 

advantage of this. By charging a higher price ($3-$4 in some cases), Phoenix 
had ensured that as price premium exceeded costs incurred, they would maintain 

above-average performance (Hambrick & Fredrickson, 2001). 
 Again we see an example of the owners successfully „feeling‟ what the 
market was inclined to do. The owners predicted that the organic market would 

strengthen and as such were well positioned to take advantage of this. 
 As with positioning in the niche market of cafés, we again see that the 

competencies which had allowed Phoenix to successfully exploit the upsurge in 
demand for organic goods had evolved from those advantages inherent in the 
firm‟s organisational culture as informed by the founders‟ values. This was 

especially true of cultural penchant for organic goods as its pre-existing nature 
allowed Phoenix to move quickly to take advantage of the „organic explosion‟.  

 
 

Diversification: A Bridge Too Far 
After seeing such an upsurge and demand for organic goods, Phoenix made a 

decision to attempt to leverage their existing competencies surrounding organic 
production into a new area of organic foods. The products included jams, 
preserves and salsas, and attempts were made to introduce them, along with 

existing drink lines, into large supermarkets in an attempt to capture a larger 
market outside of the „café culture‟. The owners firmly believed that the creation 

of an organic umbrella brand was extremely lucrative and that their pre-existing 
knowledge of organic production would lend itself to such a move. Harris noted, 
“Chris (Morrison) and I thought, „We‟ve been in organics forever, we‟re not going 



Volume 5 2007 Otago Management Graduate Review 

 

O‟Leary 49 

to be left on the sideline. This is our opportunity.‟ […] (We were) really growth-
addicted” (Collins et al., 2005 p. 4). 

 The move into supermarkets required some large organisational changes, 
not least of all in production. Phoenix soon realised that their product lines had 
to be tailored to supermarkets, for instance there was a growing need for larger, 

bulk beverages. New distribution systems also had to be explored in order to 
service a large number of supermarkets and the adoption of food production 

required a whole new set of skills, knowledge and abilities which Phoenix did not 
currently possess. Consequently, the move into supermarkets and organic food 
had necessitated large amounts of organisational change within Phoenix. 

 Despite the new market promising a potentially profitable venture, 
Phoenix quickly found that the resources and advantages that it had 

accumulated in beverages did not necessarily translate into the organic food 
arena. The organic food did not prove to be profitable and Phoenix was forced to 

pull its line of organic foods out of supermarkets. Roger Harris cited an overuse 
of current resources for the ventures failure, “We were going to run the risk of 
basically stretching ourselves too thin, exhausting our resources trying to keep 

too many different balls up in the air” (Collins et al., 2005, p. 5). 
 

 

Theoretical Perspective 
It is clear that through their attempts to launch an organic umbrella, Phoenix 
desired to capture cross-business synergies and use existing competencies in 

organics to afford advantages to other markets. By leveraging existing 
competencies, Phoenix attempted to increase the chances of success for their 
new product lines. The failure in this venture gives a good example of the 

difficulty organisations face when attempting to capture and cultivate synergies 
(Eisenhardt & Galunic, 2000). 

 Despite the positional value afforded by a broader scope (for example 
larger markets), niche expansions involve high amounts of risk due to the large 
organisational changes involved (Sorenson, McEvily, Ren, & Roy, 2006). 

Sorenson et al. (2006) provided evidence that diversification and the hazards 
associated dictate that those broadly-focussed or „generalised‟ firms suffer a 

competitive disadvantage when faced with specialists who service only one niche 
market. 
 Therefore, by engaging in a style of diversification that necessitated very 

large organisational change (from beverages to food), Phoenix took large risks 
and suffered the disadvantages inherent with becoming a „generalist‟. Phoenix‟s 

food products failed in the face of assumed organic competencies coupled with 
competition from specialist producers in the food market. As such, it was forced 
back into its traditional niche of premium beverages where it maintained the 

persona of being a specialist. 
 By departing from the coherences that had characterised their core 

strategy, Phoenix had compromised their strategic position. The move into 
supermarkets had meant a move away from premium products towards bulk, 
widespread products; precisely the position that they had „traded-off‟ in order to 

gain strategic focus in the high-end markets. The attempts to bypass their 
traditional „trade-off‟ and the consequential strategic focus afforded by this, led 

to Phoenix being „stuck in the middle‟ (Porter, 1996). This would later lead to 
unforeseen problems for Phoenix Organics. 
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Back to Drinks 
Despite the set-back with organic foods, Phoenix maintained its line of beverages 
in supermarkets, and in 2004 supermarket sales accounted for 20% of total sales 
(Collins et al., 2005). As informed by the organisational values, Phoenix was still 

dedicated to organic production and made moves to strengthen their production 
capabilities. However, with only a small number of suppliers in New Zealand that 

were certified organic growers, there was only so much produce to go around. 
Phoenix was all on its own in terms of organic/premium beverages and enjoyed 
the benefits of market leadership in their ability to dissuade competitors from 

entering the market, “We‟re market leaders in this area, and it gives us an edge. 
And it also keeps the competitors at bay. They‟ll have a look at it and think the 

margins aren‟t there, it‟s too hard, and it‟s too difficult” (Collins et al., 2005, p. 
5). 
 

 

Theoretical Perspective 
Phoenix‟s renewed focus upon the beverage market yielded large market share 
in terms of organic and premium beverages. During this phase of unabated 

market leadership, Phoenix‟s position was reinforced by what Arthur (1996) 
refers to as „increasing returns‟ courtesy of a positive feedback loop. 
 

 

Figure 1 Positive Feedback Loop for Phoenix 
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This diagram shows that due to a growing awareness of food safety issues, 
demand for premium organic goods went up. As such, cafés desired to satisfy 

their patron‟s demand for organic, premium beverages. Seeing the profit 
potential in the products, café owners became keen to install Phoenix‟s fridges 
which were critical to being able to offer their patrons the drinks they demanded. 

With more Phoenix fridges becoming installed, more prime fridge real estate was 
acquired for Phoenix‟s range of drinks leading to increased availability and 

prominence for Phoenix. This in turn increased sales of Phoenix products 
sparking more café owners to notice the profit potential in the boutique options, 
thus demanding more Phoenix fridges; thus continuing the feedback loop. 

 The ability to propagate such a successful self-perpetuating loop saw 
Phoenix‟s sales rise and market penetration reach as high as 70% (Collins et al., 

2005). As alluded to in the above quote by Chris Morrison, the feedback loop had 
the added effect of locking out potential competitors. 

 
 

Losing the Market Share 
Up to this point, Phoenix was still performing well in its established markets and 

this was being complemented by an increasing focus on exporting to Australia. 
However, in 2004/05 something unexpected started to happen. Ironically, the 
success of the beverage sales in supermarkets began to cannibalise other 

segments that Phoenix had traditionally targeted. As sales of the products began 
reaching larger target markets through supermarket chains, Phoenix found that 

some high-end boutique cafés, a sector usually very profitable, began rejecting 
stocking Phoenix products on grounds that it was becoming too commonplace 
and did not reflect the high-end premium image they were selling. This 

constituted a major problem for Phoenix as they struggled with a desire for 
growth, seemingly incongruent with their traditional clientele. A traditional work-

around for this problem was discussed in the form of launching another brand 
but there were fears that a cheaper brand would draw too much attention from 
Coca-Cola and Frucor which Phoenix had managed to steer clear of in the past. 

Roger Harris voiced this concern, “Going directly against Coke or Frucor is 
inherently stupid in my opinion. […] There are a lot of rules for survival in this 

game and a lot of them are around understanding your market, understanding 
your niche” (Collins et al., 2005, p. 10). 
 Therefore, the strategy of producing a low-cost brand was viewed as 

unfavourable. Not only was this strategy of maintaining niche position 
detrimental to traditional levels of growth which were beginning to taper off as 

market penetration reached saturation, but Phoenix also began feeling pressure 
from competitors in the form of other organic beverage producers.  
 Whilst Phoenix‟s relationships with local producers had locked out local 

direct competitors, new imported beverages began to gain traction in Phoenix‟s 
traditional territories. The Australian beverage heavyweight Bundaberg began 

strengthening its position in the New Zealand market whilst Italian „San 
Pellegrino‟ begun to offer a range of lightly carbonated, flavoured mineral waters 
in direct competition to Phoenix. On top of this new competition, other 

substitutes, most notably juices, began eroding Phoenix‟s market share. This 
competition came in the form of such firms as Arano, Juice Express and Charlie‟s.  
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Theoretical Perspective 
Phoenix‟s loss of market share due to increasing competition can be viewed as 
an example of the theory of hyper-competition (Wiggins & Ruefli, 2005). Wiggins 
and Ruefli explain that hyper-competitive markets, increasingly prevalent in 

contemporary society, are places of extremely high competition. As such, hyper-
competition ensures that competitive advantages are inherently fleeting in 

nature. In order to succeed in this hyper-competitive environment, organisations 
must strive for numerous small advantages rather than the traditional large, 
over-arching advantages. Wiggins and Ruefli also found evidence to support the 

theory that, contrary to previous beliefs, hyper-competition conditions are not 
merely limited to high-tech industries; rather hyper-competition can occur across 

multiple industries. 
 This theory is manifested in Phoenix‟s case who, after enjoying initial 
advantages, was subjected to hyper-competition which saw these advantages 

erode and along with them, their market share. An example of this erosion of 
advantage by competition can be viewed in terms of those advantages conveyed 

by a RBV of the firm. The advantage that Phoenix held in being an organic 
producer of beverages relied on the key attributes of VRIO in order to be 

sustainable. However, when hyper-competitive conditions took hold, the 
entrances of new organic beverage producers, for example San Pellegrino, lead 
to the dissipation of the key attribute „rarity‟. Phoenix‟s advantage was therefore 

no longer sustainable resulting in a loss of market share. 
 Likewise, hyper-competitive conditions saw the dissolution of the 

sustainable competitive advantage that Phoenix held in the form of 
premium/high quality. With new competitors springing up in the market the 
attribute „premium‟ was no longer rare, thus dispelling the advantage. This again 

resulted in further loss of market share. 
 It is interesting to note that the company‟s distribution system, so 

successful in allowing market penetration for Phoenix in the past, which had a 
large part to play in the dissolution of key advantages. By allowing cafés to stock 
competitor‟s goods in their fridges, Phoenix found that that which was once an 

advantage quickly turned out to be a vehicle for dissolving other advantages. 
This was due to competitor‟s products negating the rarity of Phoenix‟s beverages. 

This further underlines Wiggins and Ruefli‟s theory that under hyper-competitive 
conditions, advantages are inherently fleeting in nature. 
 If as Wiggins and Ruefli suggest, advantages in hyper-competitive markets 

can only be sustained through numerous small strategic moves, Phoenix may 
have benefited by changing tack to safeguard its existing advantages at this 

point. This may have involved re-approaching café owners (from a considerably 
more powerful position than previous) and specifying that no new brands of 
drinks could be introduced into their fridges without approval. This would have 

solved the issue temporarily, though it could be considered overtly anti-
competitive. 

 The sale of Phoenix drinks through supermarkets and the harm that this 
imparted can also be viewed from a RBV as degrading key advantages. By selling 
through supermarkets, Phoenix harmed their key advantage of „premium‟. As the 

drinks became more widely available in a non-boutique setting, the products 
were no longer viewed as premium. Therefore cafés ceased to demand Phoenix 

beverages, as the once „premium‟ drinks had lost their rarity. It is also important 
to note that through their sales through the supermarkets, Phoenix was also 
afforded none of the benefits they had enjoyed in their previous distribution 

system (i.e. prime real estate). 
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 The positive feedback loop (pictured above) that Phoenix had used to 
successfully lock out competitors and ensure high market penetration became 

disrupted with Phoenix‟s move into supermarkets. The loop hinged upon the fact 
that a) the image of the product was high quality, thus satisfying consumer 
demands and b) cafés felt that the image of the brand was congruent with their 

own premium image. When the cafés noticed that the product‟s image was 
degraded by the move into supermarkets they became disinterested in stocking 

the product, as it was no longer reflective of their own premium branding. This 
was especially true due to the fact that Phoenix demanded prime real estate for 
their products. Therefore the cafés ceased accepting Phoenix‟s fridges, which in 

turn meant less prime real estate for Phoenix‟s products. As this meant that 
Phoenix sold fewer beverages, cafés saw fewer margins in the brand and had 

even less desire to install a Phoenix fridge. As such, what was once a positive 
feedback loop quickly became a negative loop on the back of alienation of 

boutique cafés through supermarket sales. 
 In terms of Porter‟s (1996) work, we can see that by moving into 
supermarkets Phoenix neglected its original notions of the trade-off between 

premium markets and larger, widespread markets. As Porter suggests, this 
created inconsistencies in the Phoenix brand, alienating and confusing both 

current and potential customers, most notably the high-end, café market. 
 
 

Conclusion 
In July 2005, Phoenix Organics was sold to New Zealand juice producer 
„Charlie‟s‟ for NZ$10 million, thus ending the era of ownership by the three 
founders. Through creation and utilisation of key advantages Phoenix was able to 

move into a marketplace traditional dominated by huge multi-national 
corporation and offer the consumer something fresh and new. That Phoenix 

Organics managed to undertake this feat whilst adhering to the founder‟s 
ecological values, and indeed using these values as a source of advantage, is an 
inspiration that many „mainstream businesses‟ would do well to heed. As the 

need for ever more sustainable business practices becomes greater, cases like 
that of Phoenix can be viewed as an alternative way of doing business, and doing 

it well. 
 From a theoretical perspective then, the case of Phoenix Organics is 
extremely valuable. First, through examination of the early stages of Phoenix‟s 

life, we gain a glimpse of how theory can be used to explain an extremely 
successful business strategy. By examining an operationalised view of strategic 

theory, we gain a better understanding of the applicability of contemporary 
strategic thought, therefore helping to bridge the gap between practice and 
academia. Through understanding of the applicability of strategic theory, we are 

also in a better position to practice strategy itself. 
 Just as important as determining theoretical basis for Phoenix‟s success, is 

determining where Phoenix went wrong. Again, through an understanding of the 
applicability of theory in terms of shedding light on strategic failure, we can 
become more capable strategists. In sum, through examination of the case of 

Phoenix we are presented with excellent examples of both strategic success and 
strategic failure. By examining these successes and failures in terms of theory, 

we can gain a better understanding of the practice of strategy in practical terms. 
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Introduction 
Mediation is a form of dispute resolution that can be used in a variety of 

contexts, to resolve an assortment of disputes. This paper outlines the 
approaches, processes and uses of victim offender mediation, mediation across 
cultural boarders, specifically in Thailand and the United States, and conflict 

mediation. Finally, the above types of mediation are compared and contrasted to 
find what aspects of mediation are similar among the different types and what is 

unique to a particular mediation context.    
 
 

Mediation 
Mediation describes a possible structure for use in dispute resolution, which 
involves “the introduction of a third party who intervenes, in contrast to the 
partisan, from a position of at least apparent neutrality, with the purpose of 

helping the disputants towards an agreed outcome.”2 Parties often have cultural 
differences, along with strong feelings of anger and frustration that can 

accumulate with a dispute; these factors often prevent parties talking 
productively about relevant issues.3 The process of mediation works to resolve 
many of the barriers to effective communication,4 so that parties are able to 

work towards an agreed outcome. 
 

 

Victim Offender Mediation 
Victim offender mediation brings victims of crime and their convicted offender 
together for discussion, with the assistance of trained mediators.5 The goal of 

victim offender mediation is to provide important assistance and compensation to 
the victims of crime, in a safe and structured setting, that holds the offenders 
directly accountable.6 Victims are allowed to tell the offender how the crime has 

affected him or her, receive answers to questions regarding the offence, and be 
directly involved in formulating a restitution plan for the offender.7 While 

                                                 
2 Roberts, S. (1983). Mediation in family disputes. Modern Law Review, 46(5), 545. 
3 Helm, B., Boyd, L., & Longwill, C. (1992). Professional interdependence in divorce 

practices: The psychotherapist and the mediator. Family and Conciliation Courts Review, 

30(3), 385-396. 
4 Helm, B. See above n 2. 
5 Szmania, S. (2006). Mediators‟ communication in victim offender mediation/dialogue 

involving crimes of severe violence: An analysis of opening statements. Conflict 

Resolution Quarterly, 24(1), 111-127. 
6 Umbreit, M. (2000). The handbook of victim offender mediation [electronic resource]: 

An essential guide to practice and research. San Francisco: Jossey-Bass. 
7 Umbreit, M. See above n 5. 
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offenders are able to understand the impact of their offence, take responsibility 
for their actions and assist victims in creating a plan for making amends.8  

 In order for victim offender mediation to be effective, the offender must 
have made an admission of guilt or at least made an acknowledgement of 
responsibility.9 Thirteen hundred victim offender mediation programmes are 

established in over eighteen countries and these programmes are regarded as 
the most established intervention model of the restorative justice movement.10  

 
Factors that Influence Victim Offender Mediation  
Victim offender mediation only works in certain cases, a number of factors are 

considered when deciding whether mediation is appropriate. These factors 
include the age and attitude of the offender, the vulnerability of the victim, the 

seriousness of the offence and whether the offender and victim had a prior 
relationship. 

 
Age of the offender  
The majority of victim offender mediation schemes tend to focus on juvenile 

offenders, especially property offences and minor assaults.11 Results show that 
juvenile offenders that have received victim offender mediation were 32 percent 

less likely to fall back into crime, than those that had not received victim 
offender mediation.12  
 It is likely that most programmes focus on juvenile offenders, as it seems 

“to be a common assumption that „learning‟ was more likely to take place 
amongst juveniles.”13 This shows that the focus of the victim offender mediation 

is directed at the offender, as opposed to the victim. A victim would seemingly 
gain more from mediating with adult offenders, in so far as adults have a greater 
capacity to make restitution.14 

 Some victim offender mediation schemes are reluctant to work with very 
young offenders, as they are perceived to be ill equipped to deal with victims on 

an equal footing during mediation and are often not believed to be as culpable as 
adults that commit the same offence.15  
 

Attitude of the offender 
Many schemes look at the attitudes of offenders when deciding whether to 

mediate. Part of the victim offender mediation process involves the offender 
apologising to the victim, if the offender is unable to accept responsibility for the 
offence, or does not feel any remorse then an apology is virtually worthless. 

Additionally, where an offender has pleaded not guilty, but a subsequent finding 

                                                 
8 Umbreit, M. See above n 5. 
9 Davies, G., Boucherat, J., & Watson, D. (1987).A preliminary study of victim offender 

mediation and reparation schemes in England and Wales. Research and Planning Unit 

Paper 42, London: Home Office. 
10 Umbreit, M. (1994). Victim meets offender: The impact of restorative justice and 

mediation. New York: Monsey, Criminal Justice Press. 
11 Davies, G., et al. See above n 8. See also: Bradshaw, W., Roseborough, D., & Umbreit, 

M. (2006).The effect of victim offender mediation on juvenile offender recidivism: A 

meta-analysis. Conflict Resolution Quarterly, 24(1), 87-98. 
12 Bradshaw, W., et al. See above n 10. 
13 Davies, G., et al. See above n 8.  
14 Davies, G., et al. See above n 8. 
15 Davies, G., et al. See above n 8. 
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of guilt was made, an apology would be empty if the offender still does not 
accept responsibility. 

 Offences involving deception are unlikely to lead to mediation because 
even when an offender expresses remorse, such expressions may not be 
genuine.16 In order for an apology to be accepted, the victim must trust that the 

offender really means it. 
 It may also be possible that mediators require the offender to be 

remorseful, in order “to ensure a more predictable (and perhaps even ritualised) 
encounter between victim and offender, rather than have to manage a 
potentially more volatile exchange”.17 

 
Vulnerability of victims 

The vulnerability of victims can be an issue that arises from the type of crime 
committed, or from the age of victims. It can be argued that it is up to the victim 

to decide if they want to meet with the offender, although “some mediators felt 
that this took insufficient account of the pressure which could be placed on the 
victim to participate.”18 In cases that involve a severe crime where the victim has 

been killed, the victims family can initiate victim offender mediation once the 
offender is convicted.19 

 
Seriousness of the offence 
Initially most of the victim offender mediation was limited to relatively minor 

offences, as “they wished to play safe until more was known about the impact of 
reparation on all parties”20, along with the need to maintain credibility with the 

police and courts.21  
 More recently, victim offender mediation has occurred in offences ranging 
from property crime to severely violent crime, which includes homicide.22 Victim 

offender mediation is created and developed to meet specific community needs, 
so as the needs of the community evolves over time, so to does the structure 

and goals of victim offender mediation.    
 
Existing prior relationship 

Many victim offender mediation programmes recommend that in order for 
mediation to occur there should be a prior existing relationship between victim 

and offender. “The prior personal relationship criterion reflects the reconciliation 
objective shared by many reparation schemes.”23  
 The type of prior relationship required is not specified, so it seems 

unreasonable to restrict mediation to people that were known to each other. A 
reason for this is that “all victims and offenders may be said to have a prior 

relationship as citizens - and therefore need „reconciling‟ in this broad sense.”24  
 Victims of conjugal violence often want to take part in victim offender 
mediation, as this allows them to give information and ensures that their view is 

                                                 
16 Davies, G., et al. See above n 8. 
17 Davies, G., et al. See above n 8. 
18 Davies, G. See above n 8, p 12. 
19 Szmania, S. See above n 4.  
20 Davies, G. See above n 8, p 12. 
21 Davies, G. See above n 8. 
22 Szmania, S. See above n 4. 
23 Davies, S. See above n 8, p 15. 
24 Davies, S. See above n 8, p 15. 
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taken into consideration,25 although, it is argued that if any violence or fear of 
violence is detected then mediation should not be pursued.26 

 
Role of the Mediator 
The role of the mediator in victim offender mediation is different from the usual 

forms of mediation. Mediators are taught to act as a witness during the 
mediation and “to act with a sense of humility about their role in the process.”27  

 Mediators in the Texas victim offender mediation programme use both 
therapeutic and humanistic styles of mediation.28 The therapeutic model of 
mediation use premediation work that assesses the participants‟ motivations, 

needs and goals, while humanistic mediation aims at promoting understanding 
between participants.29  

 
Mediation Process  

The mediation process is largely left to the victim and offender, the mediator is 
merely there to assist both parties and offer support. The mediator begins the 
mediation with an opening statement which sets the scene for the mediation.  

 
Essential elements of an opening statement 

The essential elements that exist in a mediator‟s opening statement include, 
“brief introductions, procedural information about the mediation process, 
practical information about time and seating arrangements, and requests for any 

special accommodations.”30 
 These essential elements differ depending on the nature of the offence. 

Umbreit suggests nine elements that should be included in opening statements, 
where mediation involves crimes of severe violence. These include (1) an 
introduction of names, (2) the purpose of the meeting, (3) procedures for the 

interaction, (4) who will participate in the mediation session, (5) procedures for 
taking a break, (6) the mediator‟s role, (7) ground rules, (8) specific ground 

rules created by participants, and (9) a question prompting participants if they 
are ready to begin the session.31 
 The mediators opening statement establishes why both parties are at the 

mediation, what rules they must follow while in the mediation and then the 
mediator hands over the speaking roles to the victim and offender, and becomes 

a supporter to both parties. 
 
 

Mediation Across Cultural Boarders 
Mediators use techniques that are “consistent with the goals of mediation and 
Western norms around conflict and selfhood.”32 Western mediation techniques 
view conflict and violence as destructive; this type of attitude ignores the 

                                                 
25 Cousineau, M., & Wemmers J. (2005).Victim needs and conjugal violence: Do victims 

want decision-making power? Conflict Resolution Quarterly, 22(4), 493-508. 
26 Girdner, L. (1999). Domestic Abuse and Custody Mediation Training for Judges and 

Administrators: Instructor‟s Guide. Chicago: American Bar Association. 
27 Szmania, S. See above n 4, p 113. 
28 Szmania, S. See above n 4. 
29 Szmania, S. See above n 4. 
30 Szmania, S. See above n 4, p 114. 
31 Umbreit, M. See above n 5, recorded in Szmania, S. See above n 4, p 114. 
32 Brigg, M. (2003). Mediation, power, and cultural difference. Conflict Resolution 

Quarterly, 20(3), 287-306, p. 287. 
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constitutive and productive role that conflict plays in many non-western 
countries.33 This is due to a lack of awareness and recognition that other systems 

function in different ways and a common belief that non-western countries are 
somehow inferior.    
 

The Role of Culture 
Culture plays an important role during mediations, as cultural stereotypes of 

other nations can result in premature assumptions about parties intentions and 
in biased conclusions regarding parties motives to mediate.34 In order for 
mediation to be effective both the mediator and parties must be aware of cultural 

differences, as “an exchange of meanings, a shared common ground, and an 
awareness of cultural differences are prerequisites to successful mediation”.35 

Culture is meant to have a higher impact when the culture gap between parties 
is wide, when only one meeting occurs and highly symbolic issues are at hand.36 

 Communication and culture represent two elements of the process in 
mediation which continuously interact. Communication is the medium through 
which mediators and parties send and receive messages, both verbally and 

nonverbally.37 Culture is often vaguely defined as “a system of habits, beliefs, 
values and meanings that characterize a group.”38 Efficient communication 

becomes much more complex when the cultural differences between parties are 
not recognised and dealt with effectively.  
 

Preparatory Stages in Mediation 
If the preparatory stages in mediation are dealt with successfully, parties “are 

less likely to interpret their dispute as part of a broader social issue relating to 
race, culture, gender, class, power, and so on.”39 Parties will instead focus on 
their role in the dispute, putting aside irrelevant issues, and work more efficiently 

towards reaching a settlement. The preparatory stages in mediation that has 
underlying cultural issues, emphasizes:  

 [V]oluntary attendance, willingness to act to resolve the dispute, and 
agreement to be guided by the mediators in the mediation process. As part of 
these introductions, emphasis is placed on mediator control over the procedural 

issues party control over substantive or content issues. This, along with 
assurances that mediators do not make value judgments, serves (paradoxically) 

to assure participants that the mediation process is apolitical and to establish a 
basis for mediators to exercise power.40 
 The preparatory stages are generally crucial for establishing a controlled 

mediation setting, which puts cultural differences aside, and allows for effective 
interaction between the parties.    

 

                                                 
33 Brigg, M. See above n 31. 
34 Bercovitch, J., & Elgström, O. (2001). Culture and international mediation: Exploring 

theoretical and empirical linkages. International Negotiation 6(3-23), p. 11. 
35 Bercovitch, J. (1996). Introduction: Thinking about mediation. In J. Bercovitch (Ed.), 

Resolving international conflicts: The theory and practice of mediation (pp. 1-11). 

Colorado: Lynne Rienner Publishers.  
36 Bercovitch, J., & Elgström, O. (2001). See above n 33. 
37 Kremenyuk, V. (Ed.). (1991). International negotiation: Analysis, approaches, issues. 

San Francisco & Oxford: Jossey-Bass Publishers, p. 46.  
38 Bercovitch, J., & Elgström, O. (2001). See above n 33, p. 5.  
39 Brigg, M. See above n 31, p. 293. 
40 Brigg, M. See above n 31, p. 294. 
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Mediation Process 
The mediation process used where cultural issues are present is confessional-

like. After the mediators‟ preparatory stages, parties are invited to give an 
opening statement that underlines the perceived issues.41 The most commonly 
used technique, to ensure a successful mediation where cultural issues are 

present, is the technique of reframing, which consists of shifting the attitudes or 
orientation of parties.42 The technique of reframing involves the mediator more 

heavily than in other mediation types, as the mediator must encourage parties to 
reposition themselves in a rational way, as opposed to emotional, so that 
communication occurs in a more neutral manner.43 This does not mean that no 

emotions are present, just that emotions are communicated in a less destructive 
way, which tends to increases the coherence of the communication. However, 

this will not always work because of: 
 [T]he interconnectedness of social relations and selfhood that characterize 

many non-Western cultures means that family and communal relations often 
play a larger role than for Western people. Thus, individuals may not be in the 
position to articulate interests outside the context of broader relationships.44 

 This may result in parties not being as forthcoming about their respective 
interests, which results in the mediator drawing out the parties underlying issues 

themselves.45 This typically aligns issues with Western assumptions about 
conflict and selfhood.46  
 

Culture of the Mediator 
The cultural background of the mediator affects the perspective, approach and 

strategy that a mediator takes.47 For instance, North American mediators are 
expected to be trained professionals, who are always impartial.48 They are not 
there to preach, but to assist with communication and help provide alternative 

solutions; this role is infused with a Christian moral “blessed are the 
peacemakers”.49 Whereas, the Middle East wasta does not have a professional 

role; he is chosen from among notables (women do not qualify), and “is 
expected to separate the adversaries, scrupulously protect their honor, and 
restore equilibrium between them, if necessary by preferring the claims of the 

weaker party. His strongest appeal is not to ethics but to the good of the 
community.”50 Culture does not predetermine the behaviour of a mediator in 

detail, but it does assign meanings, establish norms and define roles.51  
 
Thai Mediation vs. United States Mediation 

Culture influences how mediations proceed, the roles assigned during mediation 
and the approach a mediator may follow. Mediation in the Thai community is 

                                                 
41 Brigg, M. See above n 31. 
42 Brigg, M. See above n 31. 
43 Brigg, M. See above n 31. 
44 Brigg, M. See above n 31, p. 267.  
45 Brigg, M. See above n 31. 
46 Brigg, M. See above n 31. 
47 Bercovitch, J., & Elgström, O. (2001). See above n 33. 
48 Cohen, R. Cultural aspects of international mediation. In Bercovitch, J. (Ed.), See 

above n 34. 107-128. 
49 Cohen, R. See above n 47, p. 108. 
50 Cohen, R. See above n 47, p. 108. 
51 Cohen, R. See above n 47. 
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compared to the United States in order to see how culture influences similar 
types of mediations. 

 
Thai community mediation 
Thai governments have fostered a belief that good citizens should obey their 

superiors, which is based on age, governmental position, or socioeconomic 
status.52 Therefore, most of the mediators are superiors. For instance, the 

kamnan, who administers the village groups, and the phuyaiban, the headman of 
the village, often mediate village disputes, as it is their job to maintain the 
harmony in the village.53 In most villages, clusters of monks live in a wat, which 

serves as a commitment to Buddhism and a social centre for villages to mix with 
monks.54 These monks are occasionally called to serve as a mediator, as they are 

trusted and believed to be impartial, the monks willing oblige as it allows them to 
apply the Buddhist precepts to pursue harmony and to reduce ill will.55 Thai 

people value the family structure and often live in an extended family 
arrangement, older male members hold status, and are called upon to mediate 
disputes within the family structure.56 

 More than 90% of Thais are Buddhist, and they take their religion very 
seriously.57 Buddhism strongly believes in harmony among people, individuals 

are expected to promote peace and harmony to avoid extreme mental states; 
this encourages individuals to forgive and apologize to others, which expresses 
tolerance and compassion for them.58 Mediation helps to achieve harmony 

among people, and the solution often sought is how to achieve the required 
harmony and peace.  

 Mediation is preferred over taking a dispute to court, as court can be 
costly, is often corrupt, and can damage one‟s reputation.59 One or both parties 
may request mediator assistance, or a mediator may choose to intercede on his 

own initiative if a disagreement is detected in order to maintain harmony among 
the people.60    

 
United States community mediation  
In the United States, the government is structured as a democracy, and local 

officials and mayors do interact with the local population, but not in the same 
sense as in Thailand. These community leaders tend to become participants in 

the dispute, as opposed to becoming the mediator, when the dispute is centered 
around city services or properties.61  
 The religious centers are primarily Catholic, Protestant, or Jewish, the 

priests, ministers, and rabbis (respectively) may assist in members‟ disputes by 
mediating, but it is not viewed as one of their primary responsibilities.62 These 

religions are quite different from Buddhism, the set of beliefs has an adversarial 

                                                 
52 Callister, R., & Wall, J. (2004). Thai and U.S. community mediation. Journal of Conflict 

Resolution,48(4), 573-598, 574. 
53 Callister, R., & Wall, J. See above n 51. 
54 Callister, R., & Wall, J. See above n 51. 
55 Callister, R., & Wall, J. See above n 51. 
56 Callister, R., & Wall, J. See above n 51. 
57 Callister, R., & Wall, J. See above n 51. 
58 Callister, R., & Wall, J. See above n 51. 
59 Callister, R., & Wall, J. See above n 51. 
60 Callister, R., & Wall, J. See above n 51. 
61 Callister, R., & Wall, J. See above n 51. 
62 Callister, R., & Wall, J. See above n 51. 
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overtone rather than one of harmony, and because these religions are rather 
egalitarian, they do not believe in strict obedience to those of higher status.63  

 The United States views the court system as the principal arena for 
handling disputes.64 This fits well within the United States individualistic nature, 
where competition is a large part of their society, conflict is often regarded as a 

heated form of competition. Therefore, when the competition escalates to a 
dispute individual citizens try and sought it out themselves, and if this fails, they 

then take the dispute to a court.65 
 
Comparison of mediation process and techniques between the two countries  

Thai mediators have more of an influence over parties, because of their higher 
status in the community, which allows the Thai mediators to use more assertive 

mediation techniques.66 Whereas, United States community mediators do not 
have the same influence, even if they did have power it is unlikely that citizens 

would accept the power, as the exercise of power in the United States is not 
readily accepted.67  
 Thai mediators tend to seek end solutions that are consistent with 

Buddhism, such as seeking an apology and obtaining forgiveness, this ensures 
that harmony is restored in the community.68 The above solutions do not occur 

as frequently in the United States, because the individualistic nature of society 
does not promote harmony, and mediators are less likely to promote disputant 
interdependency (i.e. you are both in this together).69 

 Thai mediators tend to work with both parties together more frequently 
than United States mediators do. This most likely comes down to Thai‟s 

promoting disputant interdependency and the need to work together to find a 
solution to restore harmony, whereas the United States are very individualistic 
and like competition, so situations could become heated much more quickly.70  

 Thai mediators emphasize the cost to third parties such as children, 
family, and the community, much more often than United States mediators do.71 

This difference most likely occurs because of the importance of the family 
structure in Thailand, along with the Buddhism desire to maintain harmony.  
 There are a number of differences between the mediation techniques used 

in Thailand and the United States; this is largely a result of the culture in the 
respective countries. However, there are some similarities as well, such as both 

mediators listen to either sides point of view; they educate parties, and obtain 
information regarding the dispute from third parties.72  
 

 

Mediation in Conflict Resolution 
Often in conflict situations cultural differences play a large role, “[w]hen the 
parties have different assumptions about conflict and different ideals, goals, and 

                                                 
63 Callister, R., & Wall, J. See above n 51. 
64 Callister, R., & Wall, J. See above n 51. 
65 Callister, R., & Wall, J. See above n 51. 
66 Callister, R., & Wall, J. See above n 51. 
67 Callister, R., & Wall, J. See above n 51. 
68 Callister, R., & Wall, J. See above n 51. 
69 Callister, R., & Wall, J. See above n 51. 
70 Callister, R., & Wall, J. See above n 51. 
71 Callister, R., & Wall, J. See above n 51. 
72 Callister, R., & Wall, J. See above n 51. 
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values about social reality, mediation and conflict management in general are 
unlikely to be effective.”73  

 Often conflicts occur across cultural boarders, so is similar to the 
approaches outlined above, although it has the added dimension of being a 
conflict that can easily escalate into an international crisis if it is not properly 

managed. “By better understanding the dynamics that create escalation to 
violence and the elements of these disputes that create the escalation to violence 

and the elements of these disputes that can lead to intractability, the 
international community can design more effective intervention strategies.”74 
 

When Mediation is Sought 
Parties involved in a conflict often seek mediation with the expectation that the 

conflict or crisis will end more quickly.75 Historical records show that in armed 
contests fought over particular issues, “there is often no realistic possibility for 

successful mediation or conciliation until the contestants have learned through 
armed conflict that conquest is not possible.”76 If mediation occurs too early, it 
may be unsuccessful as parties have been unable to conclude that conflict is too 

costly and unlikely to be successful.77 Conflict mediation in Bosnia only became 
possible once traumatic losses occurred, which forced both sides to change their 

perception of the dispute.78 A party may also agree to mediation to encourage 
better relations with the other party for the future.79 Alternatively, parties may 
choose to protect their reputation and use the mediator as the scapegoat for 

unpopular concessions made during the mediation.80  
 Mediation is generally more effective when a number of conditions are 

present in a conflict situation. For instance, when the conflict is moderate rather 
than intense, and when both parties are highly motivated to reach a 
settlement.81 Often the cost and pain that have developed through a lifetime of 

rivalry, has a significant effect on the ability of mediation to improve the 
relationship.82 The perception among rivals that they cannot alter the rivalry 

status in their favour often encourages them to pursue mediation in order to 
compromise on certain issues, that if left may escalate into a larger conflict.83 If 
the threat of conflict escalating is high between rivals, they are much more likely 

to pursue mediation in order to address the problem.84 If internal political 
changes occur that foster the re-evaluation of policies, then rivals are more likely 

                                                 
73 Bercovitch, J. See above n 34, p. 6. 
74 Babbitt, E. (2006). Mediating rights-based conflicts: Making self-determination 

negotiable. International Negotiation, 11, 185-208, 204. 
75 Quinn, D. et al. (2003). Mediating international crises: Cross-national and 

experimental perspectives. Journal of Conflict Resolution, 47(3), 279-301. 
76 Holsti, K. (1988). Paths to peace? Theories of conflict resolution and realities of 
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to seek mediation when it is believed that these changes may lead to a better 
relationship with rivals.85 Finally, mediation tends to be more effective when 

there is a belief among rivals that there is a basis for settlement through 
mediation.86  
 Creative mediation can reach settlements in conflict that bring relative 

benefits to both sides.87 “Crisis mediation provides the most consistently 
effective conflict management technique for both preventing escalation and 

promoting peaceful settlement.”88 However, mediation is not always desired in 
conflict situations where fundamental change as opposed to compromise is 
justified.89 “Some conflicts can be “settled” only by force and time, where the 

protagonists learn to live with a situation which has in many instances been 
created by coercion and violence.”90 

 
Most Popular Styles Adopted in Conflict Mediation 

“Mediators see their role largely as managing or resolving rather than 
precipitating in conflict.”91 When deciding on what mediation style to use parties, 
mediators or both may decide what style is most appropriate for the conflict. 

Three basic styles have emerged as the most popular; these are the facilitator, 
the formulator, and the manipulator.92 

 
Mediator as facilitator 
The mediator becomes a channel of communication between the two parties, 

which is also referred to as third-party consultation, or process facilitation.93 
“Mediators are encouraged to focus primarily on helping parties identify and 

express their interests and needs, on the assumption that so doing will bring to 
the surface underlying compatibilities or areas for trade-offs and compromise.”94  
 The mediator as a facilitator can organize the logistics of the mediation, 

collect information, set an agenda, and perform shuttle mediation if face-to-face 
mediation is not possible.95 The facilitative style of mediation tries to obtain a 

continued, constructive discussion between the parties.96 
 Supporters of facilitative mediation believe that this form of mediation 
secures long-lasting, mutually reinforcing solutions and assists in resolving the 

fundamental causes of conflict, in a peaceful manner.97  
 

Mediator as formulator 
Facilitative mediation requires a substantive contribution in the mediation; the 
mediator develops and proposes new solutions to parties, in order to avoid 
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situations where impasse is reached.98 Formulator mediators are not given a 
similar power to the manipulative mediators, which is used to pressure parties to 

endorse, or advocate a particular solution.99 They are merely there to offer 
creative new solutions to the parties in the dispute.    
 

Manipulative mediator 
The manipulative mediator carries out the same role as the mediator as 

formulator, but additionally, “the mediator uses its position and its leverage - 
„resources of power, influence, and persuasion‟ - to „manipulate the parties into 
agreement‟.”100 Only a powerful mediator with the respect of both parties can 

play this role.101  
 

 

Analysis of Mediation in Different Contexts 
This paper has explored victim offender mediation, mediation across cultural 
boarders, specifically in Thailand and the United States, and conflict mediation. 

The similarities and differences found in the aforementioned mediation contexts 
are outlined below.    

 
Comparison and Contrast of Mediation in Different Contexts 
All of the different mediation contexts involve the introduction of a third party, 

whose purpose is to help parties reach an agreed solution. Parties in all 
mediation contexts can experience cultural differences, along with strong feelings 

of anger and frustration that can accumulate with a dispute. The process of 
mediation is working to resolve many of the barriers that block effective 
communication, so that parties are able to work towards an agreed outcome  

 The solutions and goals that parties are working towards are generally 
different in each of the contexts. The goal of victim offender mediation is to 

provide important assistance and compensation to the victims of crime, in a safe 
and structured setting, that holds the offenders directly accountable. The goal in 
mediation across cultural boarders is to ensure that parties will focus on their 

role in the dispute, putting aside irrelevant issues, and work more efficiently 
towards reaching a settlement. Whereas, the goal in conflict mediation is resolve 

the conflict and ideally the fundamental underlying issues as to why conflict has 
arisen in the first place, with the added complexity of cultural issues generally 
having to be dealt with at the same time.  

 In order for mediation to be effective in the different mediation contexts, a 
number of different factors must be considered before mediation is undertaken. 

None of the contexts requires exactly the same factors, as each situation is 
unique and needs to be addressed on the merits relevant to that context. 
Primarily for mediation to be effective, both of the parties must agree to 

mediation, which is often agreed to for different reasons, not just because 
parties believe that mediation will lead to an effective end solution.  

 The role of the mediator in different context varies, and there is often not 
a set role, but a variety of roles that work in the same mediation context. Culture 
also determines the type of role that the mediator fills, for instance Thai 

mediators tend to use more assertive techniques than United States mediators 
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do in similar circumstances. However, in most situations, the mediator begins 
with an opening statement that outlines the basic procedure that will be followed 

in the mediation, along with setting some rules. The opening statement tends to 
be specific to the situation and not just a generic statement that fits all 
mediations. Following the opening statement, mediators roles begin to diverge. 

For instance, in victim offender mediation once the opening statement is over, 
the mediator hands the reigns over to the victim and the offender and becomes 

more of a support role to each party. Whereas, in conflict mediation once the 
opening statement is over, the mediator adopts a role that can range from the 
facilitator, which involves helping parties identify and express their interests, to 

the manipulator, which involves using their position to manipulate the parties 
into an agreement. 

 The role of the mediator is filled by many different people and 
organisations depending on the context that the dispute arises. For instance, 

situations that arise in Thailand are typically mediated by someone that holds 
status in their community, whereas, in the United States the mediator is typically 
a professional. Mediators wanting to use manipulative techniques in conflict 

situations need to be respected and have power over the parties, whereas, 
mediators in victim offender schemes are taught to act as a witness during the 

mediation and to act with a sense of humility about their role in the process. 
 
 

Conclusion 
It is apparent that there is no one size fits all approach to apply in mediation; 
each context is unique and is required to be treated as the circumstances dictate. 
The above contrast and comparison supports this finding, as it shows that there 

are underlying factors that are apparent in each of the mediations, along with 
many factors that are solely related to one particular context.  

 Therefore, when conducting mediations in difference situations and 
contexts, a mediator must be aware of the cultural background of parties and 
fully understand the situation that requires mediation. Victim offender mediation 

is the only mediation that requires a thorough selection process before mediation 
occurs, to ensure that mediation is the right process for the victim and offender 

to undertake.  
 Thus, it is clear that in order for mediation to have a higher chance of 
reaching a successful outcome, mediators must take note of the relevant factors 

in the particular mediation context and change their behaviour to suit the 
circumstances. 
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Abstract 
Different cultures have different religions that have different standards on 

different things; merely discussing the relationship between culture and business 
ethics is extremely hard. Fortunately, there is a good monitor to examine 
business ethics supported by different cultural or religious philosophies: 

environment. This paper examines the relationship between business ethics, 
culture and sustainable development through three simple proxies. They are; 

corruption rates, religions and living standards. Through a series of analysis, 
three hypotheses are successfully supported. Different religions influence 
nations‟ scores in CPI (Corruption Perceptions Index) and WI (Wellbeing Index). 

Catholic, Protestant and Muslim are the most unique religions that have 
significant differences between each other in CPI analysis; Muslim is the most 

unique religion that has significant differences with the other religions in WI 
analysis. This paper provides the foundation to do further research for this topic.  
Keywords/subjects – Business Ethics, Culture, Sustainable Development, 

Religion 
 

 

Introduction 
The most frequent question that has been asked by commerce students about 
Christianity and the business world is: “If I become a Christian, how can I 

succeed in business?” It seems that many business practices nowadays are 
unethical or unrighteous according to the standards of the Bible. China has a 

paid a huge environmental cost for its booming economy with high GDP growth 
rates. There are eight major problems associated with its population: huge total 
population, high disability birth rate, huge working population, great pressure of 

social welfare, gender bias, one way movement of population from the rural 
areas to coastline cities, huge poverty population, and scarcity of natural 

resources (Xinhua Net, 2007). Besides the environmental problems, the social 
environment is unhealthy as well. There was an investigation by academies from 
Chongqing Technology Institute about university students‟ mental health (Tian, 

2007). The results of this psychological investigation indicate that university 
students in the 21st century are mentally weaker than those in the 1980s; the 

sense of life and moral responsibility is significantly lower. The biggest 
differences in ethical self-assessment between the two generations were in the 
areas of hard work and frugality, consistent and diligent, respecting parents, 

contributing to the community, creativity, attitude towards hardship, anti-
corruption and self-control, courage to compete, and patriotism. Wang (2007) 

argues that culture links with economy. Students have no idea about how to 
resist the impact of materialism. The mental problems do not only occur in 
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university but throughout the whole of society. Individuals are too weak to 
protect themselves, unless the culture changes. Dr. Edward O. Wilson (1997) 

says: “If current deterioration of the environment by human activity continues 
unabated … the price for future generations will be paid in economic opportunity, 
environmental security, and spiritual fulfilment.” Capitalism helps the poor to 

become rich, however, it has not solved the other two ancient problems of a 
viable economy: distribution and sustainability (Rasmussen, 2006). There is a 

need to discover the relationships between business ethics, culture and 
sustainable development. 
 This paper explores whether differences in culture should be taken 

seriously as a possible explanation for differences in business ethics and results 
of different environmental statistics. For this purpose, it is important to know 

what business ethics, culture and sustainable development are. Business ethics 
is a form of the art of applied ethics that examines ethical rules and principles 

within a commercial context, the various moral or ethical problems that can arise 
in a business setting and any special duties or obligations that apply to persons 
who are engaged in commerce (Wikipedia, 2007). Rushton (2002) says “ethics is 

the application of moral principles in making choices between right and wrong 
courses of action. Business ethics is the application of those moral principles in 

making business decisions. As President Lyndon Johnson once said, „doing the 
right thing is easy; it is knowing what the right thing is that‟s the difficult part.‟” 
Boyd and Richerson (1985) defined culture as “transmission from one generation 

to the next, via teaching and imitation, of knowledge, values, and other factors 
that influence behaviour.” Hofstede (2007) says culture is more often a source of 

conflict than of synergy. Cultural differences are a nuisance at best and often a 
disaster. Sustainable Development is development that meets the needs of the 
present generation without compromising the ability of future generations to 

meet their needs (Brundtland Commission as cited by ISDR, 2007). 
 

 

Literature Review 
 
Business Ethics, Culture and Religions 
A common misunderstanding of business ethics among different cultures is that 
non-Christian groups are not as high in work ethics as Christian groups. 

However, it should be noted that Weber did not argue that a non-Protestant 
society could not produce „the spirit of capitalism‟ (Weber as cited by Arslan, 

2000). By using Mirels and Garrett‟s (1971) PWE (Protestant Work Ethics) scale, 
univariate results showed that Turkish managers had higher PWE scores than 
British managers in all characteristics. The role of the Islamic ethic and heritage 

should be considered an important factor in business ethics. Arslan (2000) 
emphasized the importance of the relationship between religious culture and 

business practice, and pointed out that there is need for further studies on the 
work ethics of non-Christian groups. In the study done by Vitell and Paolillo 
(2004), the European sample reported higher corporate ethical values than the 

Turkish sample, but there was no difference in terms of enforcement of ethical 
codes. Therefore, studies of business ethics across cultures should be taken to 

capture a more holistic picture what is going on around the world. 
 Guptara (2004) says that the decline of Biblical ethics in the West from 
1880 onwards goes back to the impact of Darwinism, and this outlook started 

shaping the emerging disciplines of psychology, philosophy, anthropology, 
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sociology, politics and economics. The catastrophic impact of the War on the 
established order of society enabled these flawed and corrupting theories to 

shape the sort of society that was then built. The new social system supported 
by new emerging disciplines is not self-sustainable, the knowledge body growing 
all the time is not to solve things, but temporarily fix things. The sense of clear 

morality and ethics is losing. Agle and Van Buren III (1999) used a quantitative 
approach to test the relationships among religious upbringing, religious practice, 

Christian beliefs, and attitudes toward corporate social responsibility. They found 
that religious practice and Christian beliefs have a weak relationship to attitudes 
toward corporate social responsibility, by using only MBA students as target 

sample. 
 Kung (1997) comments that there are no universal ethics, but only 

religion, expressed by the three prophetic religions, the mystical religions of 
Indian origin, and the wisdom religions of Chinese origin can provide the 

foundation for the unconditional validity of particular basic ethical values and 
attitudes. Yet, religion as a spiritual resource intends to influence concrete 
behaviour and decision making. He argues because globalisation is unavoidable, 

ambivalent, incalculable, and can be controlled rationally a global ethic has an 
indispensable and important role to pay in the process of globalisation. However 

ethics from different religions have their unique functional system, an integrated 
global ethic may lose the original sustainability of ethics. There are globalisation 
calls for a global ethic, world politics and the world economy call for a world 

ethic. If there is not a unity in faith, this call will just be a dream. 
 In Japan, ethics is inextricably bound up with religious and social 

dimensions. The dynamics of these religious and social dimensions lead to a 
different view of both individuals and corporations from that dominant in the 
West (Taka, 1994). Bettignies (as cited in Zsolnai, 2007) says the mainstream 

religions of Japan survive in rituals but have lost their spiritual force. 
Confucianism which governed ethics and behaviour for centuries has been losing 

its impact on people‟s value systems. Japan‟s role as a leading economic player 
is going to be affected by the ethical misbehaviour of people in business, in 
politics and in everyday life. The relevance of traditional Chinese values is 

dubious in today‟s performance of the Chinese economy. Corruption, poor safety 
performance and environmental destruction show that the Chinese people need 

facilitation to rediscover the importance of ethics and responsibility that is 
conveyed in traditional Chinese values. Western societies can learn from the 
solidarity among the members of the big families in the East. Overstressed 

individualism costs a lot and makes societies non-competitive in the world 
market (Botos as cited in Zsolnai, 2007). Western market fundamentalism and 

consumerism cannot be deduced from religious convictions. 
 The European SPES Forum is one the recent seminars that involves with 
religions in social and economic life. „SPES‟ is an acronym for “Spirituality in 

Economics and Society”. The mission of the European SPES Forum is to open up 
spirituality as a vital resource in social and economic life. There is no inherent 

conflict between spirituality and business in the major Eastern and Western 
traditions. However, recent studies explore the juxtaposition between the 
material social structures and the structures of spirituality, which counter the 

ego-self. Approaches to ethics, accountability and sustainability, which are not 
rooted in an understanding of spirituality, will lead to cynicism and a merely 

instrumental approach to ethics in business (Zsolnai, 2007). 
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Business Ethics and Environment 
Sustainable development as development that does not systematically increase 
the underlying causes of negative environmental social and economic effects 
(Robert et al. & Ehrenfeld as cited by Korhonen, 2006). They view sustainable 

development as development that sustains itself forever into the indefinite 
future. By definition, the world energy system is not sustainable. To improve 

environmental conditions in today‟s world, people need to understand how to 
change the behaviour of business (Hoffman, 1995). Research into corporate 
environmental behaviour is now transitioning into new areas regarding 

sustainable development. This shift represents an expansion and augmentation 
rather than a change in focus within the research agenda. The existing and 

emerging research agenda on environmental issues has much to offer in 
shedding light on the triple bottom line of sustainable development: economic 
prosperity, environmental quality, and social equity (Elkington as cited by 

Hoffman, 1995). Some theorists have tried to maintain the stakeholder 
organisation by classifying the environment as the silent stakeholder whatever 

the merit of that approach; the obligations of management to the environment 
are an important topic in business ethics (Bowie, 2002). Rushton (2002) argues 

that good business and sustainable development go hand in hand. Directors and 
managers need to be able to talk about values and ethics in strategic terms.  
 There is greater advantage in viewing ethics and values as drivers for the 

long-term sustainability of a business. The clear need for innovation and 
creativity in organisational cultures and strategic management is made more 

difficult to achieve by the view embedded in the culture of modernity that 
believes that limits and constraints of natural ecosystems can be overcome with 
the improvement of existing technological systems. If economic actors 

systematically exceed the reproduction capacities of renewable ecosystems, it is 
very likely that this development cannot be sustainable; the social system 

(Korhonen, 2006). 
 The theme of the latest of Harvard Business Review, in October, 2007, is 
„Business Climate/Climate Business‟. Along with more environmental problems, 

the linkages between business and environment, sustainable development and 
climate change are considered serious. Michael Porter as an industry and 

company strategist could not skip this topic either. He says (2007) „While many 
companies may still think of global warming as a corporate social responsibility 
issue, business leaders need to approach it in the same hard-headed manner as 

any other strategic threat or opportunity.‟  
 The major issues in interpreting sustainable development (Hunter, 1997) 

are: the role of economic growth in promoting human well-being; the impact and 
importance of human population growth; the substitutability of natural resources 
(capital) with human-made capital created through economic growth and 

technical innovation; the differential interpretation of the criticality of various 
components of the natural resource base and, therefore, the potential for 

substitution; the ability of technologies (including management methods such as 
environmental impact assessment and environmental auditing) to decouple 
economic growth and unwanted environmental side-effects; the meaning of the 

value attributed to the natural world and the rights of non-human species, 
sentient or otherwise; the degree to which a systems (ecosystems) perspective 

should be adopted and the importance of maintaining the functional integrity of 
ecosystems. 
 McKercher (1993a) simplifies views of sustainable development into two 

camps, economically sustainable development and ecologically sustainable 
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development. Farrel (1992) interprets sustainable development as the need to 
find a balance in the development system between economy, environment, and 

social, such that no single aspect is regarded as more important than the others. 
However, research on sustainability has crossed a variety of relevant topics, such 
as politics. Far from providing set guidance on the most desirable relationship 

between the actions of human societies and the status of the natural world 
(Turner, 1991), the concept of sustainable development is malleable and can be 

shaped to fit a spectrum of world views. These world views encompass different 
ethical stances and management strategies and, consequently, range from the 
extreme resource preservationist stance through to the extreme resource 

exploitative stand. 
 

 

Business Ethics, Culture and Sustainable Development 
Only a small number of papers discuss the relationship between business, 
religion and environment. The three have close bond in classic economics and 

flow through works of classic economists such as Adam Smith and Alfred 
Marshall. In areas such as Management, Marketing, Accounting and Finance, the 

spirit of the protestant work ethic was not a major component, until recent years 
with dramatic environmental changes. Professor Andrew Hoffman organised a 
conference named “Religious Perspectives on Climate Change: Turning Faith into 

Action” (UMICH, 2007). The conference brought together religious leaders and 
academics representing diverse religions to represent different spiritual and 

ethical dimensions of climate change. Discussions about the relationships among 
the three themes are relatively new according to contemporary perspectives and 
conditions. Through the revision of mainstream ethics and culture researches, 

the research methods that have been used are mostly qualitative methodology; 
although, sustainable development and environmental management employ 

statistical analysis tools frequently. 
 
 

Research Methodology & Data 
This paper investigates whether business ethics, culture and sustainable 
development interact and influence each other. The three proxies to represent 
each topic are the Corruption Perceptions Index CPI), religions and the Wellbeing 

of Nations Index (WI) that represent living standards. The reason to use simple 
proxies is because they are more manageable, and they are representative of 

the three themes. The hypotheses are: first, different religions have significant 
influences on CPI; second, different religions have significant influences on WI; 
third, according to different religions, CPI and WI have a positive relationship. To 

test the first two hypotheses, single-factor ANOVA and T-Test will be used. 
ANOVA is a useful and powerful tool for determining if differences are statistically 

significant. It can also used to establish causes and effect relationships with a 
specific degree of certainty (Heaton, 2006). T-tests determine whether two 
samples are likely to have come from the same two underlying populations that 

have the same mean (MS Excel Help, 2007). The third hypothesis will be tested 
with four models. 

 Data on countries and religions are based on data the collection of Stulz 
and Williamson (2003). The 49 countries selected are exactly the same as in 
their research paper. Table 1 is based on CIA World Factbook (2007).  
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Table 1 – Religions in 46 countries 

Country Primary Percent Percent Percent Percent Percent Percent 

  Religion Protestant Catholic Muslim Buddhist 
Non-
believers Other 

Argentina Roman Catholic 2.00 92.00 0.00 0.00 0.00 6.00 

Australia Protestant 41.00 26.40 1.50 1.90 15.30 13.90 

Austria Roman Catholic 4.70 73.60 4.20 0.00 12.00 5.50 

Belgium Roman Catholic 0.00 75.00 0.00 0.00 0.00 25.00 

Brazil Roman Catholic 15.40 73.60 0.00 0.00 7.40 3.60 

Canada Roman Catholic 27.70 42.60 1.90 0.00 16.00 11.80 

Chile Roman Catholic 16.10 70.00 0.00 0.00 8.30 5.60 

Colombia Roman Catholic 0.00 90.00 0.00 0.00 0.00 10.00 

Denmark Protestant 98.00 0.00 2.00 0.00 0.00 0.00 

Ecuador Roman Catholic 95.00 0.00 0.00 0.00 0.00 5.00 

Egypt Muslim 1.00 0.00 90.00 0.00 0.00 9.00 

Finland Protestant 85.30 0.00 0.00 0.00 13.50 1.20 

France Roman Catholic 2.00 85.50 7.50 0.00 0.00 5.00 

Germany Prot/ Catholic 34.00 34.00 3.70 0.00 0.00 28.30 

Greece 
Greek 
Orthodox 0.00 0.00 1.30 0.00 0.00 98.70 

Hong Kong* Local Beliefs 10.00 0.00 0.00 0.00 0.00 90.00 

India Hindu 2.30 0.00 13.40 0.00 0.00 84.30 

Indonesia Muslim 5.70 3.00 86.10 0.00 0.00 5.20 

Ireland Roman Catholic 4.60 88.40 0.00 0.00 3.50 3.50 

Israel Judaism 2.10 0.00 16.00 0.00 0.00 81.90 

Italy Roman Catholic 0.00 90.00 0.00 0.00 0.00 10.00 

Japan Buddhist 7.00 0.00 0.00 84.00 0.00 9.00 

Jordan Muslim 6.00 0.00 92.00 0.00 0.00 2.00 

Kenya Protestant 45.00 33.00 10.00 0.00 0.00 12.00 

Malaysia Muslim 9.10 0.00 60.40 0.00 0.80 29.70 

Mexico Roman Catholic 3.80 76.50 0.00 0.00 3.10 16.60 

Netherlands Non-believer 0.20 0.31 0.06   0.41 99.03 

New Zealand Protestant 41.10 12.40 0.00 0.00 26.00 20.50 

Nigeria Muslim 40.00 0.00 50.00 0.00 0.00 10.00 

Norway Protestant 88.10 1.00 1.80 0.00 0.00 9.10 

Pakistan Muslim 0.00 0.00 97.00 0.00 0.00 3.00 
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Peru Roman Catholic 23.30 41.60 0.00 0.00 0.00 35.10 

Philippines Roman Catholic 7.30 80.90 5.00 0.00 0.10 6.70 

Portugal Roman Catholic 2.20 84.50   0.00 3.90 9.40 

Singapore Buddhist 9.80 4.80 14.90 42.50 14.80 13.20 

South Korea Non-believer 19.70 6.60 0.00 23.20 49.30 1.20 

South Africa Protestant 72.60 7.10 1.50 0.00 15.10 3.70 

Spain Roman Catholic 0.00 94.00 0.00 0.00 0.00 6.00 

Sri Lanka Buddhist 6.20 0.00 7.60 69.10 0.00 17.10 

Sweden Protestant 87.00 0.00 0.00 0.00 0.00 13.00 

Switzerland Roman Catholic 35.70 41.80 4.30 0.00 11.10 7.10 

Taiwan Buddhist 4.50 0.00 0.00 93.00 0.00 2.50 

Thailand Buddhist 0.70 0.00 4.60 94.60 0.00 0.10 

Turkey Muslim 0.00 0.00 99.80 0.00 0.00 0.20 

UK Protestant 71.60 0.00 2.70 0.00 0.00 25.70 

US Protestant 52.00 24.00 1.00 0.00 10.00 13.00 

Uruguay Roman Catholic 2.00 66.00 0.00 0.00 0.00 32.00 

Venezuela Roman Catholic 2.00 96.00 0.00 0.00 0.00 2.00 

Zimbabwe Syncretic 25.00 0.00 0.00 0.00 0.00 75.00 

 
 
The categories are based on Stulz and Williamson. From Table 1, data in 2007 is 

slightly different from data they obtained in 2000 from the CIA Factbook. The 
major changes of primary religions are evident in Germany, Netherlands and 

South Korea. In Germany, the percentages of Protestants and Catholics are both 
34% in 2007; whereas in 2000 Protestant was 37% and Catholic 34%. Second, 
in 2000, the non believer group is not included as a category, however in the CIA 

World Factbook, the percentage of non believers is significant in some countries, 
such as Netherlands and South Korea. Mainland China does not have data to 

support the number of non believers, but under the governance of Communism, 
the non believers group should be significant. Because Germany has half 
Protestant and half Roman Catholic as primary religion, it will be excluded in data 

analysis. Moreover, data on wellbeing of nations and corruption rates about Hong 
Kong are not available; therefore, Hong Kong is also excluded from data 

analysis. It is the only region that has local beliefs as primary religion. In 
addition, the WI does not have figures for Taiwan, therefore, Taiwan will also be 
excluded. The analysis may be not representative in some Asian countries, 

because the definition of local beliefs, mix of Taoism and Buddhism, and 
Buddhism are quite different from one another. The total number of nations 

included in the analysis part is 46, excluding Germany, Hong Kong and Taiwan. 
 The second set of data is the corruption index. Rather than use the 
rankings, it would be better to use CPI (Corruption Perceptions Index) 

(Transparency International, 2007). CPI is the measurement of a nation‟s 
transparency. The maximum score of CPI is 10.  
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The third set of data is Wellbeing of Nations. It has two basic parts: 
Human Wellbeing Index and Ecosystem Wellbeing Index. Table 2 below contains 

the CPI and WI data for the selected 46 countries. 
 
 

Table 2 – CPI and WI of 46 countries 

Country   Corruption 

Wellbeing of countries ranked by 

Wellbeing Index  

2006 

CPI 

Index Ranking2 

Rank

ing 

  WI HWI EWI 

Argentina 2.9 105 55 47.5 55 40 

Australia 8.6 11 18 53.5 79 28 

Austria 8.1 15 5 61 80 42 

Belgium 7.1 21 34 51.5 80 23 

Brazil 3.5 72 92 40.5 45 36 

Canada 8.7 9 7 60.5 78 43 

Chile 7 22 79 42.5 55 30 

Colombia 3.8 68 81 42.5 43 42 

Denmark 9.4 1 13 56 81 31 

Ecuador 2.1 150 41 49.5 43 56 

Egypt 2.9 105 89 41 39 43 

Finland 9.4 1 2 62.5 81 44 

France 7.3 19 29 52 75 29 

Germany 7.8 16 12 56.5 77 36 

Greece 4.6 56 30 51.5 70 33 

India 3.5 72 172 29 31 27 

Indonesia 2.3 143 87 42 36 48 

Ireland 7.5 17 17 54 76 32 

Israel 6.1 30 85 42 59 25 

Italy 5.2 41 28 52 74 30 

Japan 7.5 17 24 52.5 80 25 

Jordan 4.7 53 151 33 38 28 

Kenya 2.1 150 143 34.5 18 51 

Malaysia 5.1 43 99 39.5 46 33 

Mexico 3.5 72 150 33 45 21 

Netherlands 9 7 38 50 78 22 

New Zealand 9.4 1 14 55.5 73 38 

Nigeria 2.2 147 133 36 16 56 

Norway 8.7 9 3 62.5 82 43 

Pakistan 2.4 138 167 31 18 44 
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Peru 3.5 72 19 53 44 62 

Philippines 2.5 131 116 38 44 32 

Portugal 6.5 28 32 51.5 72 31 

Singapore 9.3 4 43 49 66 32 

Korea, South 5.1 43 58 47 67 27 

South Africa 5.1 43 136 35 43 27 

Spain 6.7 25 61 46.5 73 20 

Sri Lanka 3.2 94 49 48.5 40 57 

Sweden 9.3 4 1 64 79 49 

Switzerland 9 7 7 60.5 78 43 

Thailand 3.3 84 127 36.5 50 23 

Turkey 4.1 64 129 36.5 45 28 

United Kingdom 8.4 12 33 51.5 73 30 

United States 7.2 20 27 52 73 31 

Uruguay 6.7 25 11 56.5 61 52 

Venezuela 2 162 73 44.5 43 46 

Zimbabwe 2.1 150 105 39 23 55 

 
 
Data Analysis 

The data analysis section has three major steps according to the hypotheses. 
First looking at the CPI value according to different religions; according to the 

primary religions of the 46 nations, there are nine major religions. Roman 
Catholic is the most common religion in many areas; it is predominant in 19 

countries. There are 10 Protestant countries, seven Muslim countries, four 
Buddhist countries. Two countries have the majority people without any faith. 
Hindu, Syncretic, Greek Orthodox and Judaism are not very common at all; each 

of them dominants one country only. ANOVA Analysis in Table 3.1 presents that 
P-value is 0.03 which is under 5% tile. It means differences between groups is 

significant, it is also supported by F value. Because F equals 2.44, it is greater 
than F crit (2.20). Table 3.2 is T-Test with two-tails; the t-statistic is significant 
at the 5% level. From the T-test chart, the differences between Roman Catholic 

and Protestant, Roman Catholic and Muslim, Protestant with Muslim, Muslim and 
Non-believers are significant. Because only two countries have Non-believers, 

the relationship between Muslim and Non-believers requires further data support 
and analysis. Table 3.2 indicates that Catholic, Protestant and Muslim have 
significant influences on CPI scores due to different religious backgrounds. 
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Table 3 - Religions with CPI 
1. ANOVA Analysis – Single Factor 

SUMMARY       

Groups Count Sum Average Variance   

Roman Catholic 19 103.6 5.452632 5.538187135   

Protestant 10 77.6 7.76 5.762666667   

Muslim 7 23.7 3.385714 1.494761905   

Buddhist 4 23.3 5.825 9.3825   

Non-believer 2 14.1 7.05 7.605   

Hindu 1 3.5 3.5    

Syncretic 1 2.1 2.1    

Greek 

Orthodox 1 4.6 4.6    

Judaism 1 6.1 6.1    

       

       

ANOVA       

Source of 

Variation SS df MS F P-value F crit 

Between 

Groups 103.6858 8 12.96073 2.443271825 0.031230151 2.2008257 

Within Groups 196.2724 37 5.304661    

       

Total 299.9583 45         

 
 

2. T-Test with two-tails 

T-Test Table 2-tile 

5% 

significant   

 

Roman 

Catholic Protestant Muslim Buddhist 

Non-

believer 

Roman 

Catholic 1     

Protestant 0.019103 1    

Muslim 0.037911 0.000509 1   

Buddhist 0.786498 0.229309 0.087560236 1  

Non-

believer 0.377196 0.714865 0.020804393 0.660782452 1 

 

 
According to Table 4, different groups have significant different WI values; 
because P-value (0.0089) is smaller than 0.05 and F is greater than F crit. The 

difference between Catholic and Muslim, Protestant and Muslim, Muslim and 
Buddhist, Muslim and Non-believers is significant, supported by statistics in Table 

4.2. The two dissimilarities shown in Table 3.2 are: first, the difference between 
Catholic and Protestant is not significant to influence or represent WI scores; 
second, the difference between Muslim and Buddhist is significant. In Table 4.2, 

Muslim is the only religion that has significant differences with all the other 
religions. Because WI is the sum of HWI and EWI, there are also analyses for 

HWI and EWI individually. Table 5 is the analysis of HWI; it shows similar results 
as Table 4 with slight differences in figures. Whereas, the p-value of Table 6 is 
insignificant; T-test result under EWI are not significant either. 
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Table 4 - Religions with WI 
1. ANOVA Analysis – Single Factor 

SUMMARY       

Groups Count Sum Average Variance   
Roman 

Catholic 19 937 49.31579 60.9502924   

Protestant 10 527 52.7 109.5111111   

Muslim 7 259 37 16.75   

Buddhist 4 186.5 46.625 48.72916667   

Non-believer 2 97 48.5 4.5   

Hindu 1 29 29    

Syncretic 1 39 39    
Greek 

Orthodox 1 51.5 51.5    

Judaism 1 42 42    

       

       

ANOVA       

Source of 

Variation SS df MS F P-value F crit 
Between 

Groups 1564.324628 8 195.5406 3.099971652 0.00885344 2.200825701 

Within Groups 2333.892763 37 63.07818    

       

Total 3898.217391 45         

 

 
2. T-test with two-tails 

 

Roman 

Catholic Protestant Muslim Buddhist 

Non-

believer 

Roman 

Catholic 1     

Protestant 0.332749032 1    

Muslim 0.000608139 0.002 1   

Buddhist 0.531845439 0.3112 0.016672 1  

Non-believer 0.886923435 0.5977 0.007621 0.742081902 1 

 

 
Finally we net religions, corruption rates and wellbeing index together to see if 

under the same religion CPI and WI have a positive relationship. The data used 
for comparison purposes is from ANOVA analysis. There are four ways to 
organise data and they are analysed under four models. From Model 1 to Model 

3, there are only two religious camps: Christian and Non-Christian; Model 4 has 
five predominant religions. Model 1 use the average CPI or WI of Christian camp 

(Protestant plus Catholic) and Non-Christian camp (the sum of the rest religions) 
divided by sum of total average CPI or WI. For example the Christian CPI is 
0.288653393 and two out of nine is 0.22222222; therefore, the average CPI of 

Christian groups are higher than average CPI. On the other hand, Non-Christian 
group has lower than average CPI scores. The variance of CPI and WI under the 

same group is relatively small, which means they share similar characters. Model 
2 is using total CPI or WI of Christian and Non Christian groups divided by the 
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number of countries under different religions; for example the sum of total 
scores for Protestant and Catholic divided by 29 (19 plus 10) nations. Model 2 

indicates similar results to Model 1. Model 3 uses the average CPI or WI of 
Christian (Protestant plus Catholic divided by 2) and non-Christian (other 
religions divided by 7) divided by average of all religions (Sum of average 

divided by 9). The result is the same as Model 1 again. 
 

 
Model 1 

  CPI WI 

Standard 

Deviation Variance Covariance 

Christian 0.288653393 0.257849525 0.021781624 0.000474 -0.00024 

Non 

Christian 0.711346607 0.742150475 0.021781624 0.000474  

 
 
Model 2 

  CPI WI 

Standard 

Deviation Variance Covariance 

Christian 1.111448916 1.071128642 0.028510739 0.000813 -0.00069 

Non 

Christian 0.809881261 0.878662904 0.048635966 0.002365  

 
Model 3 

  CPI WI 

Standard 

Deviation Variance Covariance 

Christian 1.443266963 1.289247623 0.10890812 0.011861 -0.00148 

Non 

Christian 0.889183259 0.927688094 0.02722703 0.000741  

 
 
Model 4 is using average of individual religion divided by average of all religions 

to work out the table. If the figure is greater than one, it means that the CPI or 
WI of the individual nation is greater than total average. From Model 4, only 

Muslim has lower than average CPI and WI, the other nations have figures all 
above 1. Diagram of CPI & WI with different religions (Chart 1) helps to interpret 
the relationships indicated by Model 4. It is obvious that the movement of CPI 

and WI according to religions is positively related. (See Chart 1) 
 

 
Model 4 

  CPI WI 

Roman 

Catholic 1.07210175 1.12183101 

Protestant 1.525778784 1.19881471 

Muslim 0.665702452 0.84167257 

Buddhist 1.145317193 1.06062118 

Non-believers 1.38617789 1.1032735 
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Chart 1 

Diagram of CPI & WI with different religions
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Research Findings 
By using different statistical tools, the three hypotheses are not rejected through 

data analysis. Differences in religions have significant impacts on CPI scores. It is 
supported by ANOVA analysis with lower than 0.05 in p-value, and F stat greater 

than F crit. The differences between Roman Catholic and Protestant, Roman 
Catholic and Muslim, Protestant with Muslim, Muslim and Non-believers are 
significant by using T-test. It indicates that Catholic, Protestant and Muslim have 

significant influences on CPI scores due to different religious background. 
Differences in religions have significant influences on WI scores as well. Results 

from ANOVA analysis prove that the second hypothesis is correct; the p-value is 
0.009 which is far lower than 0.05; and F stat is greater than F crit as well. 
Differences between Catholic and Muslim, Protestant and Muslim, Muslim and 

Buddhist, Muslim and Non-believers are significant with T-test. Muslim is the only 
religion that has significant differences with all the other religions. With further 

examination with HWI and EWI separately it indicates that HWI has more 
influences on its relationship with religion, EWI does not contribute significantly. 
The third hypothesis could not be rejected through four different methods. The 

four models supports that, CPI and WI have positive relationship according to 
different religions. 

 
 

Considerations 
There are a lot of considerations about data, methods and future research 

directions. First of all, it would be worthwhile to test the reliability of the data 
sources through reviewing the methodology of surveys and investigations. It 
would be impossible for a single researcher to obtain primary data for a great 

number of countries across different cultural, religious and environmental 
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perspectives. Therefore, the most effective way is using data from reliable 
sources: e.g. government, international recognised organisations, academic 

institutes and research units. There is a wide range of representative statistics 
that are under the three themes. It would be of benefit if we can develop a tool 
for this topic to examine the efficiency of different statistics and data, and reduce 

the amount of subjective arguments and biases in sampling, data collection and 
data analysis. It would be better to use statistics that use the same or similar 

methodology, thus to guarantee the quality of data analysis. Some statistics are 
sensitive to time series and some are not, however not all statistics are available 
for the same time period, how to solve this problem? In order to research the 

topic with insightful details, more proxies under the three topics could be added. 
 Researchers in social sciences usually have qualitative approach with 

different methods on different aspects of a topic. However, different 
methodology with different methods would reveal different results for the same 

topic. A mix of quantitative and qualitative methods could help to prove realities 
or relationships with hard statistical evidence and rich information. Good 
qualitative methods such as historiography and grounded theory; would be 

suitable for this topic. Historiography is an empirical research paradigm using an 
interpretive or qualitative approach which focuses on a chronology over a 

substantial period of time in order to obtain a fuller and richer understanding of a 
situation or set of circumstances (O‟Brien et al., 2004). It aims to add to the 
body of knowledge on a topic and facilitate the development of new theories. 

Historiography is a useful technique if: there is evidence of a previous event 
having special importance on how current decisions are made; there are 

suggestions that lessons learnt in a similar situation from the past have been 
forgotten, e.g. trends; and there is possibility of a current event being part of a 
cycle and understanding the nature of the cycle would help the current situation. 

Historiography is time consuming; however, it would help to enhance the 
understanding of the relationship. It could help explore the interaction among 

culture, ethics and sustainable problems at different points in history; and 
comparing data of one single country with another country or other countries. 
Grounded Theory investigates the actualities in the real world and analyses the 

data with no preconceived hypothesis (Allan, 2003). It is one of the most 
rigorous qualitative analysis methods, if used properly. Grounded Theory is 

particular effective in green field exploration. 
Three business ecosystem models come to mind when thinking about the 

relationship of culture, business ethics and sustainable development. The first 

business model illustrates the macro economical and social environment for the 
three themes to take place. The second model reveals the dynamic of the three 

themes in the micro environment. The third business eco model represents basic 
eco cycle or eco chain between culture, ethics and sustainable development. This 
paper only indicates that the three themes are inter-related in the macro 

economical and social environments. The validity of the three ecosystem models 
could be supported by quantitative data and qualitative data by using different 

research methods. 
 
 

Conclusion 
At the conference in the University of Michigan (UMICH, 2007), one speaker says 
that if we are not part of the solution, we are going to be part of the problem. 
Environmental problems are indicators of moral and cultural illness. Temporary 

solutions can relieve problems, but not heal them. In order to sustain the 
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environment for later generation, we have to reform inside out. Culture and 
ethics influence human behaviour. We do something to the environment for two 

main reasons: we feel that is ethical, and because others did it. This paper has 
proved that there is really a bond among culture, business ethics and sustainable 
development. Different religions influence the outcomes of ethics and sustainable 

development. 
Culture is a wide topic; it is very hard to take every aspect into account; 

however there are some determinants, such as religion. Religion has been 
studied together with business and ethics for centuries; however, the 
relationship between religion and the ecosystem are mainly discussed in 

Theology rather than in science. It is time to reveal the influence of religion on 
environment; and to point out a direction that we can follow in order to save our 

planet and satisfy our spiritual needs. 
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Abstract 
This essay examines the characteristics of the private sector in New Zealand and 

argues the need for trade unions in this sector. The current political, legal, and 
economic environment in New Zealand in relation to union organizing is 
examined, and concludes that unions are operating in a Neo-liberal environment 

that poses many challenges to unions (Boxall & Haynes, 1997). The suitability of 
the „trade union strategic choices‟ identified by Boxall and Haynes (1997) are 

also examined as a means for unions to move forward. This essay recommends 
that in order to survive in the current environment, trade unions need to service 
their existing members, but focus on organizing new members. Unions need to 

pose a threat to employers, and be staunch enough to stand their ground, 
however, in a capitalist environment, it is also recommended that unions 

maintain the flexibility to be co-operative where it is deemed appropriate. Last, 
this essay recommends that unions lobby the Labour party for political support. 
Key Words Private Sector Trade Unions: Survival in a Neo-liberal Environment 

 
 

Introduction  
Since about the 1960s, trade unions have been in decline in much of the Western 
world which has led to a lot of uncertainty about the future of trade unions 

(Kaufman, 2004). Trade union membership was once strong in New Zealand 
(NZ) with 42 percent of the population recorded as unionized in 1990 (Geare & 
Edgar, 2006). Today, trade union membership rates hover around 20-22 percent 

of the population (Haynes, Boxall, & McKay, 2006), indicating a decrease of 
approximately 50 percent in the past two decades. Trade unions have declined 

because of the impacts of globalization, structural changes to the economy; and 
for political and ideological reasons (Bennett & Taylor, 2001; Ebbinghaus & 
Visser, 1999; Farber & Western, 2001; Fiorito, 2001). 

The current environment in NZ reflects this, and has been interpreted by 
Boxall and Haynes (1997) as Neo-liberal. Boxall and Haynes (1997, p.568) 

define Neo-liberal as: 

 
…first, it is one in which the state no longer underwrites union survival, 

and in which alternative governments are unlikely to restore all that 
unions have lost….. Second, it is an environment in which leading 

managers and the state share a common ideology: neither envisages a 
significant role for trade unions in macroeconomic management, on 

the one hand, and workplace governance, on the other. 

 
There appears to be two broad schools of thought about the future of trade 

unions: first, there are those who argue that trade unions are irrelevant, and are 
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on the slippery slope to oblivion; an attractive thought for proponents of the New 
Right Ideology (Goldfield, 1987). Then there are those who argue that unions are 

an essential part of a democratic society (ILO, 2007), and that they can survive, 
if they adapt effectively to their new environment (Bronfenbrenner & Hickey, 
2002). This essay supports the latter view and seeks to determine how unions 

can survive in NZ‟s current Neo-liberal environment. 
Bronfenbrenner and Hickey provide an optimistic outlook for unions. 

(2002, p. 53) when they state: 

 
While unions face enormous difficulties in terms of changing 
themselves within the political, legal, and economic environments of 
organizing, their own organizing strategy is the one area they do 

control and has great potential for helping unions recapture power and 
leverage at both the bargaining table and the political arena. 

 
Both trade union decline, and Bronfenbrenner and Hickey inter alia provide the 

impetus to research the strategic options available to unions. Childs (1972) 
defines strategy as: “A framework of critical choices about the ends and means 
of an organization” and go on to state: “ …Choices are critical when they play a 

decisive role in the success or failure of the organization.” It is evident from the 
literature that multiple strategic choices are open to trade unions at this 

juncture. However, union activity does not occur in a vacuum, so it is crucial that 
the current political, legal, and economic environment is understood when 
assessing the suitability of any given approach.  

This essay argues the need for unions, and argues that unions in NZ can 
adapt to their new environment, and indeed must, to protect the rights of 

workers now, and in the future. This paper makes recommendations on how this 
can be achieved in NZ‟s private sector. First, this essay discusses some general 
characteristics of the private sector. Second, this essay discusses the need for 

trade unions. Third, this essay examines the current organising climate in NZ. 
Fourth, this essay examines the strategic options available to unions in this 

environment, as identified by researchers Boxall and Haynes (1997). Fifth, this 
essay makes recommendations for trade union survival in the private sector, this 
is followed by the author‟s concluding remarks.  

 
 

New Zealand’s Private Sector 
In 1984, a newly elected Labour Government took over a troubled economy. 
According to Bale and Dale (1998, p.103) the economy was characterised by 

“comprehensive controls on the financial sector, extensive subsidies to farmers 
and exporters, and a highly sheltered private sector.” The new government set 
about introducing radical reforms attracting international attention in the process 

(Evans, Grimes, Wilkinson, & Teece, 1996). The public sector was large and 
poorly managed, government expenditure accounted for 40 percent of national 

GDP. Policy makers soon came to believe that an inefficient public sector was 
responsible for the majority of the country‟s economic problems (Bale & 
Dale,1998). 

The objective of the newly elected government was to create an efficient 
public sector, this involved inter alia deciding which activities the government 

should provide, and which could be divested or “spun off” to the private sector 
(Bale & Dale, 1998, p.104). In 1984, the government owned much of the 
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economic infrastructure, including banking, postal, and telecommunications 
services; a steel mill; a shipping company; production forests; electric power; 

and a large highway construction business, and nearly all ran at a loss and 
required taxpayer support (Bale & Dale, 1998, p.104), many of these 
organisations were eventually sold off to the private sector by successive 

governments.  
Today, three quarters of the public sector is made up of education, 

government and other services, and health and community services (NZ Stats, 
2007), and the private sector, is made up of; manufacturing, construction and 
building services; retail, wholesale, restaurants, hotels; transport, storage, 

communication; finance and insurance services (May, Walsh, Thickett, & 
Harbridge, 2000). As a consequence of NZ‟s radical economic reform policies of 

the 1980s the majority of the NZ‟s working population is currently employed in 
the private sector. In a recent study Haynes et al., (2006, p.200) state: 

 
…union density is highest in sectors which are either entirely in the 
public sector or are dominated by public sector organizations ….. No 

part of the private sector registers above 30 percent density, 
manufacturing coming closest at 28.8 percent, followed by finance and 

insurance at 23.1 percent and transport and communications at 18.5 
percent. The rest of the private sector languishes around 10 percent or 
less… 

 
Trade union decline provides an explanation for low union density in the private 

sector. In the manufacturing industry for example, employers have struggled to 
keep their businesses in the face of foreign competition. Therefore, many 
manufacturing companies have moved off shore to access cheap labour to 

remain competitive. The resulting decline in employment in manufacturing has 
lead to trade union decline in an area that was once strongly unionised. As a 

result of industry restructuring there has been growth in the service industries, 
where no such tradition of unionisation exists. There appears to be three 
scenarios in the private sector; 

 
1. industry re-locations have reduced employment in areas that were 

traditionally unionised leading to trade union decline; 
2. there has been employment growth in areas where no tradition of 

unionisation exists and; 

3. there are areas in the sector where employees have left trade unions. 
 

This raises the question of whether low unionisation in the private sector matters 
or not. According to a recent article in the Dominion Post (2007) the Labour 
government has been very generous to its public sector employees. Since 

Labour‟s election in 1999, average ordinary time wages in the public sector have 
increased by 34 percent compared with 25 percent increases in private sector 

wages. In 1999, private sector wages were on average 79 percent of those 
prevailing in the public sector, today they are around 74 percent of public sector 
wages. 
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Table 1 
 

 
 
 

 
 

 
 
 

 
 

 
 

 
Source: Dominion Post, October 04, 2007 
 

Wages are typically influenced by the worker‟s ability to do his/her job, 
performance of the employer, the relative bargaining power of employees, and 

the willingness of the employer to pay higher wages (infometrics, 2007). There 
appears to be two main reasons why public sector wages are higher than those 
paid in the private sector. First, the government has been in a stable financial 

position in recent years (infometrics, 2007). Second, trade union activity appears 
to be largely a public sector phenomenon (Haynes et al., 2006). Despite there 

being more than one possible explanation for higher wages, this situation 
suggests that workers are better off when unions are present, therefore, the 
answer is „yes‟ it does matter that there is low unionisation in the private sector. 

The following section elaborates on the need for trade unions. 
 

The Need for Trade Unions 
The introduction of the Employment Relations Act  2000 (ERA) saw the return of 

legislative support for collective bargaining. A key justification for the promotion 
of collective bargaining comes from the Labour Government‟s acknowledgement 

that there exists an “inherent inequality of bargaining power in employment 
relationships.” Despite this “inherent inequality” transcending all sectors, 
unionisation in NZ, as elsewhere (Farber & Western, 2001), is a largely public 

sector phenomenon. According to Haynes et al., 2006, p. 194):  
 

Caught between the twin stresses of increasing demands for public 
services and the cost-cutting strategies of governments, public sector 
workers have generally grown in trade union allegiance and assertiveness. 

On the other hand, private sector workers, by far the majority of the 
workforce, have deserted Trades Hall in droves.  

 
The majority of the workforce in NZ is non-unionised and their terms and 
conditions of employment are not subject to collective bargaining. This is 

problematic for employees because collective bargaining involves the negotiating 
of the terms and conditions of employment by those who are experienced and 

skilled in the art of labour negotiations. In contrast, individual agreements, 
generally, do not involve negotiations over terms and conditions (Welch & 
Leighton, 1996). Instead, individual agreements become one-sided agreements 

slanted in the employer's favour with terms and conditions being unilaterally 
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imposed by management (Welch & Leighton, 1996). The process of individual 
bargaining undermines fairness; to say that individual bargaining was a fair 

process, would be akin to saying that employees and employers were on a level 
playing field, a notion strongly denied by this author.  

In NZ, wage increases and benefits are rare. Private sector employers 

plead poverty as they clamour to compete on the international stage. Large 
profits are returned to managers and shareholders, while many employees 

struggle financially (CTU, 2007). In April 2007, the National Equal Employment 
Opportunity Network (NEON) stated: 
 

New Zealand is a “pretty average player” compared to other OECD 
countries, in the poverty versus wealth stakes….but if you take big 

chunky look at things, you‟d say that a proportion of New Zealanders, 
and probably an undesirably large proportion, earn a lower income 

than we would want in a high-income, high-skills, highly-productive 
economy. 
 

Brown, Deakin and Oxenbridge (2000, p. 627) state: “Trade union activity is 
associated with superior non-pay terms and conditions compared with 

organisations where unions are weak or absent.” This is further supported by 
Bennett and Kaufman (2001, p. 3) when they state: “unions typically raise 
wages on average 15-25 percent, increase the share of compensation paid as 

employee benefits, reduce hours of full time work and restrict part-time work.” It 
is clear that workers are better off in the presence of trade unions. This is 

evident in the public sector, therefore - what can be done to unionise private 
sector workers is a question that is vital for the future of unions, and the well-
being of majority of the NZ workforce. The next section discusses the challenges 

private sector unions face in the current environment. 
 

The Current Organising Climate in New Zealand 
Trade union decline has had a devastating effect on many unions across the 

Western world, and NZ is no exception. The reasons for trade union decline are 
widely believed to be the result of globalisation, structural changes in the 

economy, and for political and ideological reasons. This paper focuses on the 
significant factors that lead to the downfall of trade unions in NZ; the factors that 
have shaped the current organising environment. British trade unions and trade 

unions in NZ have suffered a similar fate. British trade unions were adversely 
affected by Britain‟s economic and political climate, or more precisely, by the 

election of Margaret Thatcher in 1979, who had a strong commitment to the 
free-market, individualist perspective (Towers, 1989). According to Towers 
(1989, p. 167): 

 
The trade unions, with their traditional role in wage bargaining and 

their collectivist pursuit of their goals, were seen as seriously impeding 
individualism and the working of the free labor markets. The outcome 
was an interventionist strategy that sought to subordinate labor law 

and the trade unions to the government‟s economic and ideological 
goals and that marked a sharp rejection of the old abstentionism. 

 
In stark contrast to Labour‟s historical support of trade unions, NZ unions were 
assaulted in a similar fashion. During the radical policy reforms of the 1980s, the 

Labour Government was convinced of the need to avoid cooperation with unions, 
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and to: “embark on a radical program of economic and social reform based 
largely on neo-liberal ideals” (Bray & Walsh, 1998, p. 368). The newly elected 

Labour Government repealed compulsory arbitration in an attempt to diminish 
centralized wage-fixing and to re-structure bargaining along enterprise or 
industry lines (Boxall & Haynes, 1997). However, largely due to Labour‟s long 

standing historical links to the labour movement unions retained certain rights 
(Boxall & Haynes, 1997). To many, Labour‟s wage policies had not gone far 

enough and powerful employer groups began lobbying for change (Dannin, 
1992). In 1991, a newly elected National Government delivered a final and harsh 
blow to unions with the introduction of the Employment Contracts Act, 1991 

(ECA). 
 Prior to the ECA, unionism in NZ was compulsory and had been since 

1936. Yet the introduction of the ECA by the National Government removed 
years, indeed, decades of largely unabated legislative support for unions. The 

ECA made compulsory unionism illegal and introduced voluntarism, or „freedom 
of contracts‟. According to Cowen (1993), shortly before the ECA was introduced 
union membership was 50 percent of the population‟s wage and salary earners. 

Union membership declined significantly as a consequence of the ECA and in 
1999 union density was reportedly half of what it had been in 1990. 

 The intention of the ECA was to create an „efficient labour market‟. Geare 
and Edgar, (2006, p. 393) state: “…most would certainly understand the 
government‟s view that efficiency is clearly related to flexibility……There was no 

attempt to suggest that the Act was designed to promote concepts like fairness 
or harmony in the labour market.” 

 The ECA saw the promotion of decentralised bargaining, the decimation of 
trade unions and collective bargaining, and the end of centralised wage-fixing 
awards (Boxall & Haynes, 1997). The preceding awards system gave blanket 

coverage of arbitrated awards, therefore, employees in small workplaces 
received negotiated benefits even if their employer was not involved in the 

negotiation process. The arbitration and award system clearly had major 
advantages for unions. According to Boxall and Haynes (1997), blanket coverage 
awards became increasingly unpopular with employers who wanted the freedom 

to contract at the organisational level in order to compete in an increasingly 
competitive environment (Boxall & Haynes, 1997). The focus of the ECA appears 

to have been on freedom and flexibility for employers, with a resulting focus on 
individual employment agreements that would accurately reflect employers 
particular circumstances (Geare & Edgar, 2006), with little concern shown for 

employee‟s interests. 
 In 2000, a Labour Government repealed the ECA and replaced it with the 

Employment Relations Act (ER Act) 2000. As previously mentioned, the Act 
acknowledges the inherent inequality in employment relationships and is said to 
encourage collective bargaining. However, the Act has failed to restore the 

protections that the unions lost as a result of the ECA 1991, and unions in the 
private sector in NZ remain weak. The current environment in NZ is 

characterized by decentralized bargaining, and limited State support. This essay 
goes on to discuss how unions can survive in this environment. 
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The Way Forwards: NZ Unions in a Neo-liberal 
Environment 
This section reviews Boxall and Haynes (1997) work which identified strategic 

choices for unions to determine the way forward for NZ‟s private sector unions. 
In this view, the way forward for unions involves decisions in two main areas: 1) 

how unions relate to workers, and 2) how unions relate to employers. This essay 
also considers a third decision for unions, one not discussed by Boxall and 
Haynes (1997): the way that unions relate to the State. Boxall and Haynes 

(1997, p. 576) have concluded that there exist four broad patterns of trade 
union strategic choice in NZ: „classic‟ unionism, „paper-tiger‟ unionism, 

„consultancy‟ unionism, and „partnership‟ unionism. 
Classic unionism is an approach that has worked in NZ‟s current Neo-

liberal environment (Boxall & Haynes, 1997). Classic unionism is most commonly 

associated with historic early trade unions such as; meat workers, waterside 
workers, and miners. In relating to workers, classic unionism does not treat 

workers as if they were consumers of a service, “ they pose a threat to 
employers through activism and mobilization (Boxall & Haynes, 1997, p. 577). 
Classic unionism places an emphasis on organising workers and ensuring that 

there are workplace delegates who enforce the contract, induct new members, 
and are actively engaged in all union matters. The strength of the classic 

unionism approach comes from workplace solidarity, and from a community of 
shared interests. The approach towards the employer is staunchly oppositional, 

and could be regarded as the traditional wage-work bargain approach. Union 
officials tend to know the industry, are skilled negotiators, and have the 
confidence to strike and the resolve to go through with it. This approach has 

maintained its effectiveness in a Neo-liberal environment and has proven success 
in the private sector (Boxall & Haynes, 1997). 

In contrast, the „paper-tiger‟ approach appears to have passed its use by 
date. This approach was dependent on the arbitration system, and the flow on 
awards from arbitrated awards (Boxall & Haynes, 1997). It seems reasonable to 

assume that compulsory union membership, blanket coverage of awards, and 
arbitration to protect the weak are things of the past. Therefore, the paper-tiger 

approach is not considered an option. However, this paper does recommend that 
one aspect of this approach is adopted: political campaigning, we return to this 
discussion later in this paper. 

„Consultancy‟ unionism is largely associated with the public sector. Boxall 
and Haynes (1997, p. 578) identify the catchment area of consultancy unionism 

as: „middle-class and public sector‟. This approach adopts the „servicing model‟ 
described by Heery, Simms, Simpson, Delbridge and Salmon, (2000, p. 38) 
where they state: “…the function of the union is to deliver collective and 

individual services to members who are dependent on the formal organisation 
and it's hierarchy of officers to provide what they require.” 

This approach is adopted where large employers are basically reasonable, 
but not positively proactive. Lastly, Boxall and Haynes, (1997, p. 578) identify 
„partnership‟ unionism stating: “officials in these unions seek a more constructive 

engagement in the strategic management of firms and industries.” Partnership is 
heavily reliant on the organising approach as described above. Partnership sends 

the message to employers that workers interests are not the same as 
shareholders. This approach adopts classical bargaining and joint problem 
solving at the strategic level (Boxall & Haynes, 1997). 
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The aforementioned approaches involve the two decisions discussed earlier, 1) 
how the union relates to workers, and 2) how the union relates to employers. 

The next section considers which of these approaches is most appropriate in the 
current Neo-liberal environment and considers how unions should relate to the 
State. 

 
Unions relating to workers 

There is support in the literature that the „servicing model,‟ is not the most 
effective approach unions can take to relate to workers (Bronfenbrenner & 
Juravich, 1995). Boxall and Haynes (1997, p. 572) state: “A union whose culture 

is entirely based on servicing is not a threat to employers in the workplace 
except in so far as it may contest some decisions, such as an individual 

dismissal, on legal grounds.” 
Boxall and Haynes (1997), found both „paper-tiger‟ unionism, and 

„consultancy‟ unionism to be primarily focused on the „servicing model‟. 
According to Boxall and Haynes (1997), the organizing model is more effective 
than the servicing approach in relating to workers. The organising model is 

characterized by workplace activism, or bottom up organizing where members 
become a part of the union, as opposed to being merely consumers of union 

services. The organizing model seeks to empower members using a grass-roots, 
shopfloor driven style of unionism (Bronfenbrenner & Hickey, 2002). Both 
„classic‟ unionism, and „partnership‟ unionism emphasis „organising‟ as a way to 

relate to workers, as opposed to purely servicing members.  
The literature gives the impression that unions must decide to relate to 

workers by using either a „servicing model‟ or an „organising model‟. The reality 
appears to be that unions must do both, unions must provide services to its 
members, this is an important function that cannot be overlooked. However, it is 

equally clear that in the face of union decline, and at a time when unions are 
weak, unions must actively organize workers. It is this author‟s view that 

organising must be an immediate, and on-going priority for unions. Unions must 
actively recruit members, seek workplace activists, and in doing so develop a 
strong delegate structure. 

Haynes et al. (2006) identified a „representation gap‟ or an unsatisfied 
demand for union representation in the private sector in NZ. This was especially 

evident in the service industries. This means that there exists an untapped well 
of latent demand in the service industries. Therefore, it makes sense that unions 
should concentrate their recruitment efforts in the private sector in the service 

industries. One of the greatest problems facing NZ unions in terms of organising 
workers appears to be the large number of small worksites across the country 

that are deemed „out-of-union-reach‟ (Haynes et al., 2006). These small 
organisations were once covered by arbitrated awards, which seem unlikely to 
make a comeback in this environment. Therefore, this author recommends that 

unions concentrate on large employers. It is the author‟s view that lifting the 
national membership rates would have a positive impact on non-unionised 

workers in the long-term, as small employers would be forced to compete to 
retain staff in a tight labour market.  

It is recommended that unions first and foremost, seek to understand 

what motivates people to join unions today. People have to want to join unions 
and finding out what motivates people to do so, seems like a good place for 

unions to start. Unions have a new catchment area today, the demographics of 
the workforce have changed considerably, therefore, unions need to understand 

their constituents or potential constituents‟ interests; and unions need to re-think 
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their image so that it appeals to the new diverse workforce, a workforce that is 
no longer predominantly made up of blue-collar male workers. 

 
Unions relating to employers 
Classic unionism advocates a no-nonsense approach to negotiations. This 

involves classical staunch positional bargaining. The union poses a threat to 
employers, and strikes can be used as leverage to enhance the union‟s 

bargaining power. Unions adopting this approach avoid concession bargaining, 
and their relationship with management is conflictual and adversarial (Boxall & 
Haynes, 1997). However, according to Boxall and Haynes (1997) unions in NZ 

cannot move forward approaching employers in a purely conflictual manner.  
„Partnership‟ unionism, adopts classical bargaining, but also aims to work 

co-operatively with management, in a joint problem-solving manner. 
„Consultancy‟ unionism appears to be somewhere in between „classic‟ unionism 

and „partnership‟ unionism in the way that this approach relates to employers. 
„Consultancy‟ unionism adopts a classic approach to bargaining, however, it is 
not as adversarial as classic unionism, nor does this approach see union officials 

working as closely with management as is the case in „partnership‟ unionism.  
Literature on union organising strategies gives the impression that unions 

choose to relate to employers in either an adversarial manner or a co-operative 
manner. According to Boxall and Haynes, (1997), the choice is not that simple. 
Boxall and Haynes (1997, p. 574) state: “Any form of sustainable engagement 

with an employer in a capitalist system involves some form of co-operation and 
carries the risk of incorporation.” In today‟s environment there is a considerable 

amount of debate over „partnership‟ as a means of collaboration between 
employers and unions (McAndrew, 2006). Given the Neo-liberal environment, it 
seems unlikely that employers would want collaboration, and in any event, 

„partnership‟ can be used as a tool by management to co-opt the union (Boxall & 
Haynes, 1997). It is this author‟s view that partnership is not an ideal way 

forwards for unions. Although some researchers like Haynes and Allen (2000), 
insist that partnership can lead to strong unionisation if mutual legitimisation of 
sometimes differing interests occurs, and if both parties see co-operative 

practices as being mutually beneficial. This author acknowledges that there is a 
place for partnership but cautions that the conditions necessary for success 

appear largely absent in the current organising climate, that is characterised by 
employer and resistance towards unions. 

Furthermore, it is the author‟s view that employers‟ unitarist views of the 

employment relationship (Geare, Edgar, & McAndrew, 2006), would make 
attempts at „partnership‟ problematic. Proponents of unitarism do not believe 

that differing interests exist, therefore partnership necessary pre-condition of 
mutual legitimisation of interests (Haynes & Allen, 2000) would struggle to be 
met by the majority of NZ managers who hold unitarist views (Geare et al., 

2006). This author recommends that unions adopt a blend of classic unionism, 
maintaining the ability to behave in a staunch adversarial manner if and when 

needed, operating within the bounds of inter-dependency (Walton & McKersie, 
1991); and adopts participation in limited expressions of co-operation with 
employers to maintain a sustainable relationship. 

 
Unions relating to the State 

Boxall and Haynes (1997) did not consider this third decision, however, 
according to John Dunlop (1958) there are three key actors in the employment 

relations system (managers and employers; workers and unions; and the State). 
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Therefore, it makes sense that unions should also consider how they should 
relate to the State. Particularly in NZ, where unions have long relied on State 

support. In NZ‟s current environment State support is limited, and employer 
resistance is strong. This author recommends that unions try to form a closer 
relationship with the Labour party, and push for increased State support. This 

author recommends the adoption of the tiger-paper unionism approach to 
lobbying governments and political action. It is acknowledged that unions in NZ 

have relied on legislative and political support from the Government for a long 
time, and that the Government is unlikely to „bail‟ unions out at this point.  

However, it is this author‟s view that giving up on the Labour party‟s 

support would be premature, unions should lobby the Government for support 
playing on the long-standing relationship that they have had with the Labour 

party in the past. Unions should argue that unions benefit workers, and the 
economy, and should use moral arguments to push for support (Haworth & 

Hughes, 1996). If trade unions fail to organize in the private sector, it could 
certainly spell the end for trade unions; a failure to organize this sector will leave 
employees at the mercy of their employers at a time when employers are 

focused on cutting costs to compete internationally, this can not bode well for 
employees. 

 
 

Concluding Remarks 
This paper examined the private sector in NZ and found that the majority of the 

country‟s workforce is employed in this sector, and remains non-unionised. This 
paper argued the need for unions in this sector, by demonstrating that unionised 
workers are better off, and by arguing that without unions, employment 

agreements are slanted in the employer‟s favour due to the imbalance in 
bargaining power. This paper examined NZ‟s current environment for organising, 

and made recommendations for unions to follow in order to survive in today‟s 
Neo-liberal environment. 

In sum, this paper recommends that unions relate to workers through 

both servicing and organising, with a specific emphasis on organising large 
worksites, in the service industries. This paper recommends that unions relate to 

employers by adopting a blend of adversarialism, and co-operation; and finally 
recommends that unions relate to the State by lobbying for the Labour party‟s 
support. It is important to note, that there is no one „best‟ approach that can be 

advocated, as union strategies must take into account environmental variability 
(Boxall & Haynes, 1997) therefore, this essay provided general guidelines for 

unions to follow given the current climate for organizing in NZ, rather than 
attempting to recommend a one-size fits all approach.  
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Introduction 
Business ownership has traditionally been viewed as a male preserve where 

women have been involved in ventures but often as silent or invisible partners 
(Walker & Webster, 2007). This situation however, is changing, and an 
increasing number of women now own their own businesses. This paper will help 

us to understand, through a discussion of pull and push factors, why women 
leave organisations to become entrepreneurs. Pull factors are those which „pull‟ 

or draw women toward becoming small business owners. They include factors 
such as the possibility of increased independence and opportunities, and are 
usually linked to personal characteristics or determinants which approximate the 

amount a person desires the increased opportunities or challenges of business 
ownership. Factors that „push‟ women out of organisations are shown to have a 

greater influence for women than for men. These factors highlight unequal 
opportunities for women in the workforce and thus are an important issue for 
management and society as a whole. 
 
 

Workforce Composition 
Walker and Webster (2007) note that owning their own businesses has only 

really been an employment option for women in the last three decades. Of 
course there are exceptions to this (see Olssen, 1995), but for the majority, 

business ownership/entrepreneurship has traditionally been viewed as an activity 
for men. The trend however has definitely changed. Daniel (2004) found that 

during the past 20 years, the number of businesses owned by women has been 
growing at a fast pace. Winn (2004) reported that in the United States of 
America (USA), women now constitute a significant one third of all business 

ownership.  
The development of more women owned businesses and thus the 

presence of more female entrepreneurs in business can, to some extent, be 
linked to the women's liberation movements of the 1970s and 1980s which 
changed many societal attitudes and expectations toward gendered roles. 

Because of this, and as female business ownership has increased, it could 
reasonably be expected that women‟s involvement in top management positions 

could also have increased (Linehan, 2002). Nonetheless, evidence that “fewer 
than 6% of all corporate CEOs are women” (Winn, 2004, p. 143) combined with 
research stating female managers in every country remain under represented, 

suggests many barriers for women have not been completely overcome 
(Cornelius & Skinner, 2005; Walker & Webster, 2007; Winn, 2004). This under 

representation, coupled with literature on women's motivations to leave an 
organisation to start their own business, suggests the two are linked (Buttner & 
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Moore, 1997; Orhan & Scott, 2001). The remainder of this paper will address this 
link.  

 
 

Motivations 
There are many reasons why women leave the relative security of positions in 

established organisations in order to start their own businesses. These are 
popularly grouped into being either „pull‟ or „push‟ factors (Orhan & Scott, 2004). 
An overview of these factors is presented in Figure 1.  
 

 
 

Figure1 Motivations for Women to Leave their Current Organisation to Start their 

Own Businesses 
 
The importance of these factors for women who start their own businesses is 

now addressed. 
 

 
Pull Factors 
Pull factors are factors which „pull‟ or draw women toward becoming small 

business owners (Hughes, 2003). They include factors such as the possibility of 
increased independence and opportunities (Headlam-Wells, Craig, & Gosland, 
2006; Hughes, 2003) and are usually linked to personal characteristics or 

determinants which approximate the amount one desires the increased 
opportunities or challenges of business ownership. Pull factors influence decisions 

but do not force entrepreneurship as the only viable answer. Moreover, because 
of the internal focus of pull factors, they influence a certain type of person more 
than others.  
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 There are a number of reasons why women seek self-employment. An 
entrepreneurial drive and ability to gain self-fulfilment through increased 

challenges is a key motivator for female entrepreneurs (Buttner & Moore, 1997; 
Orhan & Scott, 2001). Mattis (2003) argues there are specific types of 
entrepreneur, one of which is the „intentional entrepreneur.‟ This typifies an 

individual who is born with entrepreneurial desires and is thus destined to 
eventually go independently into business. Furthermore, Mattis (2003) suggests 

these intentional entrepreneurs are only in secondary employment as a means to 
gain the knowledge or resources to be able to go it alone (this position differs 
considerably from the „corporate climbers‟, discussed later in the paper). Walker 

and Webster (2007) add “the most common primary personal reason for starting 
a business cited in the literature is independence or wanting to be one‟s own 

boss” (p.124).  
An important issue about pull factors is that they are not external factors 

which force women to start their own businesses; rather the decision is a matter 
of choice. What is even more important is to understand that these factors 
represent a decision women make that is free from any form of obvious 

discrimination (Hughes, 2003) (although it is understood that this not completely 
possible). There is strong support in the literature for the suggestion that pull 

factors are the most influential reasons why a woman decides to leave her 
organisation to start her own business (Buttner & Moore, 1997; Hughes, 2003; 
Konrad & Langton, 1991; Mattis, 2003; Orhan & Scott, 2001). Interestingly, this 

is the same finding as for male entrepreneurs. However, where male and female 
motivations differ the most is in relation to barriers they face in the workplace, 

commonly known as the „glass ceiling‟ that is discussed in the next section 
(Orhan & Scott, 2001).  

Although pull factors have been found to be among the most influential 

reasons for the majority of women to leave an organisation and start their own 
business, they are not the only ones. Many women identify many other reasons 

as having a larger influence on their decision (Buttner & Moore, 1997) and these, 
commonly referred to as push factors, are discussed next.  
 

 

Push Factors 
Essentially push factors force women from secure employment into a self-owned 
business (Hughes, 2003). Push factors emanate from stressful workplaces, job 

dissatisfaction, a person‟s need for more flexibility, or boredom and frustration 
with work (Buttner & Moore, 1997; Cornelius & Skinner, 2005; Hughes, 2003; 

Orhan & Scott, 2001). Such factors obviously exist for both men and women, but 
Buttner and Moore (1997) found that push factors have a far larger influence on 
women than men. Mattis (2003) refers to women who are „pushed‟ into 

entrepreneurship as „corporate climbers‟. Corporate climbers are those who do 
not desire to own their own business. Instead they are satisfied to climb the 

corporate ladder. However, because of negative influences and experiences in 
their current organisation, „corporate climbers‟ find this either difficult or 
impossible. Because of this, they feel pushed into starting their own businesses. 

Major push factors, the glass ceiling and flexibility, will now be discussed to 
illustrate how push factors occur. 

The most prevalent push factors mentioned in literature are barriers to 
women's advancement within an organisation. One of these is commonly 
referred to as the „glass ceiling‟ (Anderson, 2004). The terminology glass ceiling 

recognises that there is a tendency for women to get „stuck‟ at middle 
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management levels and find it exceptionally difficult to advance to top level 
positions (Cornelius & Skinner, 2005). The glass ceiling depicts an invisible set of 

barriers that exist within many organisations which stop female progression from 
occurring and it is argued that this is the reason why women are so 
underrepresented in senior levels compared to their workforce involvement 

(Daniel, 2004; Linehan, 2002).  
There are two schools of thought about why this seemingly impassable 

barrier exists for women. On the one hand, the structural perspective argues the 
structures and culture within organisations, such as the work practices and 
expectations, tend to result in men being promoted rather than women 

(Cornelius & Skinner, 2005). Rather than perceiving the workplace as a „neutral 
battleground‟ for career advancement, it is believed males have an advantage 

due to the structures set in place by the organisation (Orhan & Scott, 2001). 
Issues for women such as their contribution not being valued, not being given 

equal training opportunities, being excluded from informal networks and 
expectations about workloads, etc., are noted by many researchers as barriers to 
their progression (Anderson, 2004; Headlam-Wells, Craig, & Gosland, 2006; 

Hughes, 2003; Mattis, 2003; Winn, 2004).  
The cultural perspective, on the other hand suggests that factors within 

and outside the organisation, such as stereotyping about women and their 
„appropriate‟ roles, also shape career paths (Daniel, 2004). As senior 
management has traditionally been seen as a male preserve (Walker & Webster, 

2007), this favours the advancement of men, to the disadvantage of equally 
qualified women. Research shows that due to these barriers, many women feel 

entrepreneurship is the only option to further their career. Essentially, the 
structures of the organisation and workplace barriers such as the glass ceiling 
push them into entrepreneurship (Daniel, 2004; Hughes, 2003; Walker & 

Webster, 2007).  
Another (less popular) suggestion for why women do not move to upper 

management levels is because of personally created barriers. Winn (2004) claims 
women are not being as assertive as men in regards to promotion. Cornelius and 
Skinner (2005) point out that person-centred factors, such as lacking 

qualifications or experience could also cause a barrier to promotion. Personal 
issues such as a lack of assertiveness, motivation, experience or qualifications 

are logical explanations of why someone is not promoted (Anderson, 2004). 
There is no foundation however, to suggest that all but the tiny minority of 
women in senior positions are more lacking in education, experience, 

assertiveness, and motivation than men in these positions. Winn (2004) clarifies 
the argument by recognising that discrete structural discrimination remains 

significant for women. Cornelius and Skinner (2005) do, however, discuss 
findings which show men and women differ in how they view success; men view 
it more in terms of status and material goods, whereas women are more focused 

on internal criteria. Furthermore, they suggest that different views of success 
cause differing motivations and “thus at least for some women, it may be that 

the failure to achieve positions at the highest levels represents choice rather 
than repression” (Cornelius & Skinner, 2005, p.597). This proposition, for at 
least some women, is understandable.  

A related concern for women is the issue of flexibility and achieving a 
work-life balance. A desire for more control over work-life balance is commonly 

given as a motivation for entrepreneurship (Anderson, 2004; Buttner & Moore, 
1997; Dreher, 2003; Hewlett, 2002; Mattis, 2003; Morris, 2002; Orhan & Scott, 

2001; Winn, 2004). Morris (2002) found that personal and family responsibilities 
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have become the main reason why women are not progressing to the top of 
organisations. This is because an increasing number of women are finding the 

inflexibility of traditional organisations conflicts with their external 
responsibilities, such as child care. Women thus leave organisations with the 
hope of self-employment offering more control over their work-life balance 

(Hewlett, 2002; Morris, 2002).  
Wanting more work flexibility for family commitments is especially an 

issue for women because society continues to emphasise a women‟s basic role as 
that of mothering (Kim & Ling, 2001). This was demonstrated by Dreher (2003) 
who found that in dual career families, women still carry more domestic 

responsibilities than men, placing an additional burden on female workers as 
they attempt to balance dual work and family responsibilities (Kim & Ling, 2001). 

Dual responsibilities may result in women not being able to exert as much effort 
or time in their workplaces as men, who commonly have less responsibility at 

home. Put simply “women experience work-family conflict because they have to 
manage both work and family roles simultaneously, whereas men can delegate 
their family responsibilities to their wives and concentrate on their career” (Kim 

& Ling, 2002, p. 217). Theoretically, with no family responsibilities to interfere, 
both men and women can compete evenly for promotion. However, this becomes 

difficult when the situation changes and family responsibilities arise (Winn, 
2004). This dual focus, which disadvantages women in the workforce, in addition 
to the glass ceiling, forms another barrier to promotion to top level management 

positions and is the cause of frustration for women desiring promotion (Hewlett, 
2002; Mattis, 2003; Orhan & Scott, 2001). Accordingly, many women are 

motivated to leave their current organisation to start their own businesses with 
the belief they will gain more flexibility and thus the ability to better manage 
their conflicting responsibilities (Buttner & Moore, 1997; Hewlett, 2002). 

In summing up this discussion, Orhan and Scott (2001) supported by 
Hughes (2003) found that while push factors may have the greatest influence for 

women, push and pull factors usually combine to form the motivations for 
entrepreneurship.  
 

 

Implications 
So far, the literature has shown us that many women leave organisations as 
result of the combination of push and pull factors. The implications of them 

leaving – for both women and organisations – are considered next. Figure 2 
provides an overview of issues considered in this discussion. 

 While self-employment may be seen as a viable solution to meet a 
woman‟s internal personal desires, it may also be viewed as a way of escaping a 
restrictive culture or meeting different needs which cannot be satisfied within the 

current organisational setting (Orhan & Scott, 2001). Yet many women do not 
find the flexibility and freedom they desire by becoming self-employed (Winn, 

2004). Daniel (2004) found that because of the effort involved in running one‟s 
own business; women are often left with even less time for their families. Time 
pressure increased, especially when the business starts to grow and “[f]or that 

reason, women often choose to keep their companies small until their 
responsibilities for child rearing have subsided” (Daniel, 2004, p. 57). Related to 

this, Winn (2004) reported that all too often it is only when the children leave 
home that the business affords flexible time. This view was supported by Kim 
and Ling (2001) who found, only when children became older, does work-family 

conflict reduce. Often “owners of new businesses find that they have more 



Otago Management Graduate Review Volume 5 2007 

 

102  Women‟s Motivations to Start Their Own Businesses 

constraints and less flexibility than they anticipated” (Winn, 2004, p. 148). This 
is ironic. A major influence for starting a business may be to gain more flexibility, 

however only after the family responsibilities decline does flexibility eventuate. 
 

 

 

 
 
Figure 2 Implications of Women Leaving an Organisation and Changes Which 

may Reduce Departure Frequency 
 

Other barriers exist for women outside of their former organisation. For instance, 
women have been found to have fewer role models and mentors than male 
entrepreneurs (Mattis, 2003). A smaller support network means less emotional 

and practical support for women as compared to men (Kim & Ling, 2001; Mattis, 
2003; Walker & Webster, 2007). As previously discussed, Kim and Ling (2001) 

finding that a woman‟s basic role in society is still stereotyped as that of 
mothering, supports the argument that women, irrespective of the position held, 

will continue to experience role conflict. Accordingly, a lack of mentors and the 
mothering role stereotype of women accordingly mean not all barriers for women 
are avoided by leaving their former organisation (Walker & Webster, 2007) and 

have been suggested as reasons why women‟s businesses generally grow more 
slowly than those owned by males (Mattis, 2003). Thus it appears that leaving 
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the organisation may give more personal control, but it does not necessarily help 
women to escape from many barriers they experienced within their former 

workplace.  
 
 

For Organisations 
Aside from a lack of justice in the workplace for women because of these factors, 
there are a number of consequences of women leaving for organisations. Two of 
these are a reduced supply of talent and a lack of diversity in decision making 

(Dreher, 2003). It has been shown that many women who leave organisations 
are capable and talented enough to rise to the top, but are barred by the glass 

ceiling (Daniel, 2004). Leaving the organisation thus causes gaps in the pool of 
available talent for the future (Mattis, 2003), in that when a top level employee 
leaves, the options for replacement are reduced. The follow-on issue from a 

reduced labour pool is a lack of diversity in decision making (Dreher, 2003) 
which reduces the quality and breadth of decisions made by organisations. It 

could also be suggested that because women are underrepresented in decision 
making, particularly at high levels, chances to remove barriers to women's 

progression may not eventuate, as their opinions are not as easily available.  
 
 

Needed Changes 
Obviously changes need to be made within organisations to reduce the number 
of women leaving due to push factors (these were shown in Figure 2). Whatever 
reduces the motivation and opportunity of talented women to reach senior 

management positions will have negative effects for firm performance (Dreher, 
2003). In order to improve this, changes to reduce the glass ceiling barrier have 

been called for along with more flexible work schedules and childcare benefits 
(Dreher, 2003; Kim & Ling, 2001). Other options such as e-mentoring and 
telecommuting have been suggested as ways of providing support and contact 

and thus decreasing the impact women‟s absence from work for parental leave 
while at the same time increasing flexibility (Headleam-Wells et al, 2006). 

However, to make these kinds of changes, the culture of the organisation needs 
to move away from one which requires so much time in the office to one which 
recognises family commitments as admirable. This would contribute towards 

reducing existing negative stigmas and stereotypes (Cornelius & Skinner, 2005). 
Organisations need to understand “the real issue is the removal of barriers that 

limit the career attainment and contribution of otherwise talented individuals” 
(Dreher, 2003, p. 556). It should also be emphasised that this is the case not 
only for women, but for all employees. 

 
 

Change is Inevitable 
Change is inevitable and Dreher (2003) suggested that there are two different 

theoretical perspectives: Resource Dependency Theory and Institutional Theory 
that could work to remove the push factor of the glass ceiling. The Resource 

Dependency Theory proposes that because the percentage of women is growing 
in most organisations, the human resource practices will need to adjust 
accordingly due to an increased dependency on women. This emphasises the 

point that human resource practices need to reflect the workforce they are 
designed for. Dreher (2003) states that Resource Dependency Theory is also 
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linked to the Institutional Theory, a theory that recognises the need for 
organisations to adjust their human resource practices to conform not only to 

their workers demands, but to environmental pressures such as society. These 
theories may explain why Konrad and Mangel (2000) found a positive link 
between work-family friendly human resource practices and the percentage of 

women in the firm‟s workforce. Essentially Dreher (2003) argues that due to the 
increasing involvement of women in the workforce and the changing societal 

values, the Resource Dependency Theory and Institutional Theory point toward 
organisations being forced into removing barriers for women‟s progression, and 
that when this occurs, it has been found women achieve more promotion 

(Anderson, 2004). 
 

 

Conclusion and Suggestions for Future Research 
Traditionally business ownership has been dominated by men. This has been 
changing as women now represent about one third of all business owners in the 

USA. Motivations for the increase in women starting their own businesses and 
thus becoming entrepreneurs are most dominantly linked to pull factors. Pull 

factors represent individual motivations such as a desire to be one‟s own boss. 
Nonetheless, increased female ownership and participation of women in the 
workforce has not corresponded with a rise of women in top level management 

positions within organisations. Because of this, push factors are another type of 
motivation commonly given by women who leave organisations in order to start 

their own businesses. Push factors are strongly linked to the glass ceiling 
concept; that there is an invisible barrier which stops women reaching top 
management positions. It suggests equal opportunities do not exist for all in the 

workforce, and many women decide to leave the organisation and start their own 
businesses as a result. This is an issue not only of organisational ethics, but 

organisations may also lose talent and may lack diversity in decision making 
processes. It is also an issue for women as the idealised opportunities of starting 
their own business for reasons such as increased flexibility often are not realised 

and they may even have less of what they desired. While not all women are 
pushed into self-employment, organisations need to remove barriers and push 

factors as best they can, to achieve equal employment opportunities for all their 
workers. 

While the majority of the literature focuses on the glass ceiling and the 

push factors it creates for women, it would be valuable to know what effect such 
a barrier has on men, especially as many fathers now demonstrate more child 

raising responsibilities. It would also be worthy to research the motivations of 
other groups of workers, including gay and lesbian individuals who leave 
organisations to start their own businesses. As members of the workforce who 

challenge many aspects of traditional gendered roles, they too may face 
increased barriers to promotion, especially barriers caused by negative 

stereotyping. Research into gay and lesbian pull and push factors may show 
issues which need to be addressed by organisations. Essentially, the research 
focusing on issues such as the glass ceiling is looking at the existence of equal or 

unequal employment opportunities. It is suggested that more research be 
conducted focusing directly on how these also effect the motivations for groups 

other than women to leave an organisation and start their own business. 
Finally, it would be interesting to find out if working fathers also start 

businesses in order to find flexibility. Another question could investigate if the 

barrier of falling behind at work that is commonly created by child caring, would 
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be the same for men as well as women. This raises the possibility that men could 
face another form of discrimination on returning to the workforce due to being 

seen as possibly doing „women's work‟ in raising children, and as it has been 
found that some in an organisation would see taking time off as weak; it is likely 
this would be seen as showing even more weakness for a male worker. Issues 

such as these need further research, as they will become more and more of an 
issue in management due to some of the changes (or liberalising) in societal 

expectations of gendered roles. 
 
 

References 
Anderson, V. (2004). Women managers: Does positive action training make a 

difference. Journal of Management Development, 23(8), 729-740. 
Buttner, E. H., & Moore, D. P. (1997). Women‟s organisational exodus to 

entrepreneurship: Self-reported motivations and correlates with success. 
Journal of Small Business Management, 35(1), 34-46. 

Cornelius, N., & Skinner, D. (2005). An alternative view through the glass 
ceiling: Using capabilities theory to reflect on the career journey of 

senior women. Women in Management Review, 20(8), 595-609. 
Daniel, T. A. (2004). The exodus of women from corporate workplace to self-

owned business. Employment Relations Today, Winter, 55-61. 

Dreher, G. F. (2003). Breaking the glass ceiling: The effects of sex ratios and 
work-life programs on female leadership at the top. Human Relations, 

56(5), 541-561. 
Headlam-Wells, J., Craig, J., & Gosland, J. (2006). Encounters in social 

cyberspace: E-mentoring for professional women. Women in 

Management Review, 21(6), 483-499. 
Hewlett, S. A. (2002). Creating a life: Professional women and the quest for 

children. New York: Talk Miramax Books. 
Hughes, K. D. (2003). Pushed or pulled? Women‟s entry into self-employment 

and small business ownership. Gender, Work and Organization, 10(4), 

433-454. 
Kim, J. L. S, & Ling, C. S. (2001). Work-family conflict of women entrepreneurs 

in Singapore. Women in Management Review, 16(5), 204-221. 
Konrad, A. M., & Langton, N. (1991). Sex difference in job preferences, 

workplace segregation, and compensating earning differentials: The case 

of Stanford M.B.A.'s. Academy of Management Best Papers Proceedings, 
368-372 

Konrad, A. M., & Mangel, R. (2000). The impact of work-life programs on firm 
productivity. Strategic Management Journal, 21, 1225-1237. 

Linehan, M. (2002). Senior female international managers: empirical evidence 

from Western Europe. International Journal of Human Resource 
Management, 13(5), 802-14. 

Mattis, M. C. (2003). Women entrepreneurs: Out from under the glass ceiling. 
Women in Management Review, 19(3), 154-163. 

Morris, B. (2002). Trophy husbands. Fortune, 14, October, 79-98. 

Olssen, E. (1995). Building the New World: work, politics and society in 
Caversham, 1880s-1920s. Auckland: Auckland University Press. 

Orhan, M., & Scott, D. (2001). Why women enter into entrepreneurship: An 
explanatory model. Women in Management Review, 16(5), 232-243. 



Otago Management Graduate Review Volume 5 2007 

 

106  Women‟s Motivations to Start Their Own Businesses 

Walker, E. A., & Webster, B. J. (2007). Gender, age and self-employment: some 
things change, some stay the same. Women in Management Review, 

22(2), 122-135. 
Winn, J. (2004). Entrepreneurship: Not an easy path to top management for 

women. Women in Management Review, 19(3), 143-153.






