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		Abstract

		The principal reason why economists have advocated environmental policies based on incentives is that their conception of business behavior derives from the neoclassical model of the firm.  Businesses certainly do respond to profit incentives, but firms' behavior is also greatly influenced by socio-political considerations and their organizational capabilities.  In recent years, a significant group of businesses that are highly innovative, competitive and socially responsible has emerged.  These are not the firms that policy makers envisioned when they formulated command and control and market incentive environmental policies, i.e., control-oriented policies.  Because of this, there is a need for new types of environmental policies.  Thus, the first purpose of this paper is to propose a new class of environmental policies.  The second purpose is to explain why the neoclassical model is deficient as a basis for environmental policy and to explicate the nature of a more appropriate model.    

Control-oriented policies were designed for firms that behave like neoclassical firms.  For high performance organizations (HPOs), what is needed is the opposite of control-oriented policy.  What is needed is an environmental policy that takes advantage of HPOs commitment, responsibility, and trustworthiness.  The appropriate policy should take into account that overall environmental performance is a product not just of firm behavior but of the whole environmental system of which firms are a part.  What is needed is a commitment approach to environmental policy.    

A commitment approach (CA) to environmental policy is first of all not a control-oriented policy.  A CA is a nonregulatory approach in which firms are self-regulated.  The CA is only for firms that are able to 1) make a commitment to high environmental performance and 2) develop the capabilities to meet these commitments.  The environmental protection (EP) agency that administers the CA would be charged with selecting the particular "high commitment" (HC) firms that would be subject to the policy.  Low and intermediate commitment firms would presumably continue to be regulated under the usual control-oriented environmental policies.  The selected HC firms would be eligible for government technical assistance and information.  In addition, the EP agency could aid the functioning of the environmental systems (ES) in which HC firms are embedded by, for example, providing education and information to these businesses' stakeholders.  Finally, it would be necessary for the EP agency to accomplish periodic assessments of how ESs performance departs from the ideal and how these systems' operations require rectification. 
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