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1 Introduction and rationale 
While it is true that the main objective of private corporations is to generate returns for 
shareholders, companies are nevertheless institutions within society and thus cannot be 
defined by economic performance alone. Their political, social/societal and 
environmental role must also be taken into consideration. Several empirical studies 
(Salzmann 2006; Steger 2003; Steger 2004) have shown that shareholders’, customers’ 
and regulators’ interests are very diverse – even conflicting at times – and exert little 
external pressure on companies to resolve or mitigate the social and environmental issues 
associated with their primary and secondary activities. 

In light of these findings, the often-voiced claims of rising stakeholder pressure do not 
seem credible. However, despite several academic and non-academic efforts (Bansal and 
Clelland 2004; Bansal and Roth 2000; Cozier 2004; MORI 2002) to examine 
stakeholders’ agendas and influence in the area of corporate sustainability management, a 
comprehensive overview across a wide range of stakeholders is still missing. The present 
study provides this much needed contingency approach. 

It also aims to identify concepts related to corporate sustainability that are applicable 
across a variety of stakeholders. Finally, it is designed to identify meaningful clusters of 
stakeholders – based on the importance they attach to corporate sustainability and their 
level of satisfaction with it – and compare them across key concepts. 

2 Related theories and concepts 
In this section, we will discuss our framework and terminology. Obviously, the 
stakeholder theory and concept (Freeman 1984) are key elements of this study, as they 
outline the interdependence between society at large (stakeholders) and companies – 
from a corporate perspective (looking from inside the company outward). Stakeholders’ 
authority can be built on several normative principles such as public responsibility, 
legitimacy (Wood 1991a) and sustainability (Wilson 2003). 

However, since we aim to examine stakeholders’ motivation and approach to assessing 
and influencing corporate sustainability management (CSM), we refer to stakeholder-
agency theory (Hill and Jones 1992) as the central framework of our study: We examine 
to what extent (and how) individual stakeholders – as the principals – take actions to 
ensure that companies – as the agents – reach acceptable levels of corporate social and 
environmental performance (CSEP). 
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2.1 Stakeholder concept 
Stakeholder theory is based on the assumption that corporations are not isolated in 
society, but are in permanent contact with their economic, legal, political, societal and 
technological environment. It criticizes the separation of society and corporations and 
adopts an institutional view of the environment, which consists of various stakeholders 
(Baden 2001). 

The term “stakeholder” can be defined both narrowly and broadly (Mitchell et al. 1997). 
The narrow definition describes stakeholders as “those groups without whose support the 
organization would cease to exist" (Freeman 1984, p. 31). Over time, this unidirectional 
perception has been replaced by a more holistic and interdependent view defining 
stakeholders as “any group or individual who can affect or are affected by the 
achievement of the organization’s objectives.” This definition extends the circle of 
stakeholders and includes media, unions, public authorities, non-governmental 
organizations (NGOs), communities, etc. (Freeman 1984). 

The interaction between stakeholders and companies is characterized by the fact that 
stakeholders contribute something to the company and in exchange expect their interests 
to be satisfied by inducements. Companies are not independent, self-sufficient and 
autarkic; on the contrary, they depend on resources from their environment to secure their 
survival (resource dependence) (Pfeffer and Salancik 1978; Sachs 2000; Hahn 2005). 

Stakeholders’ contributions to companies include tangible and intangible resources: 
Shareholders provide capital; employees labor; customers loyalty and a certain 
willingness to pay; and communities and governments are expected to establish a stable 
and beneficial regulatory framework, etc. In turn, companies’ inducements are similarly 
diverse: They can range from a certain return on investment to safe working conditions 
and high-quality products. 

The present study focuses on stakeholder demands for CSEP. Such demands are often 
perceived as being in conflict with the traditional financial goals of companies (growth, 
profit, shareholder value, etc.) – and to a certain extent rightfully so, since there is no 
infinite win-win relationship between the two dimensions of corporate performance. In 
fact, recent studies (Salzmann 2006; Steger 2004) have shown that there are more trade-
offs than are actually admitted, also because stakeholders’ contributions to promoting 
improvements in CSEP are limited. The resulting agency problem will be discussed in 
more detail in section 2.4. 

2.2 Normative principles 
Stakeholders’ authority to call for certain levels of CSEP, even if it might compromise 
financial performance, can be built on several concepts such as corporate social 
responsibility (CSR) and sustainable development (SD), which we will briefly discuss in 
the following paragraphs: 

CSR has a strong tradition in academic research and gained considerable momentum 
through contributions from authors such as Bowen (1953), McGuire (1963), Carroll 
(1979), Wartick and Cochran (1985) and Clarkson (1995). Carroll (1979) differentiates 
between four categories of CSR that serve as hierarchical principles for managers 
selecting adequate corporate responses to a specific issue. The fundamental organizing 
principle is companies’ economic responsibility to generate profits; the legal 
responsibility of business is to be in compliance with existing regulation; the ethical 
responsibility refers to the fulfillment of society’s expectations; and philanthropic actions 
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that result in social benefit are summarized in the fourth principle, the principle of 
discretionary or philanthropic responsibility. 

The origin of SD dates back to forestry in the 18th century, although it was first officially 
defined around two centuries later by the Brundtland Commission as a “development that 
meets the needs of the present generations without compromising the ability of future 
generations to meet their own needs.” (WCED 1987, p. 47) SD points to the importance 
of intra- and intergenerational equity and an interdependent relationship between 
economic, social and environmental development. SD can be seen as a guiding model for 
companies to improve their short- and especially long-term economic, social and 
environmental performance (Steurer et al. 2005).  

Despite the common basic idea of integrating stakeholder demands in business 
operations, there are several differences between SD and CSR. Compared to CSR, SD is 
a more general concept, as it explicitly accounts for both the social and environmental 
domain; it also has greater temporal scope – covering a time span of a generation and 
more. Finally, it is less specific and less strongly linked to individual stakeholder claims 
(Marrewijk and Werre 2003; Steurer et al. 2005).  

For the purposes of this study, we define corporate social and environmental performance 
as a concept that simultaneously relates to driving factors (e.g. stakeholders’ demands) 
with regard to social and environmental problems, the resulting corporate actions (to 
meet those demands), and their outcome. It is based on stakeholder perception, i.e. 
outcomes of corporate actions are assessed by the stakeholder against certain 
benchmarks: 

- To what extent are individual demands met? 

- What contingency factors (e.g. level of regulation, activities of other companies, 
competitors) moderate the stakeholders’ assessment? 

To this extent, the definition is close to that of Wood (1991) and Salzmann (2006): 

- Wood (1991) defines corporate social performance (CSP) as the business 
organization’s configuration of (1) principles of social responsibility, (2) 
processes of social responsiveness, and (3) observable outcomes of corporate 
behavior. Whereas Wood (1991, p. 698) implicitly includes environmental issues, 
we refer explicitly to both social and environmental performance. 

- Salzmann (2006) defines corporate sustainability performance as a configuration 
of: (1) four determinants (issues, stakeholders, managers, and company-specific 
drivers); (2) corporate sustainability management (as a profit-driven corporate 
response to social and environmental issues); and (3) the resulting outcome, 
characterized by social and environmental impacts and associated changes in 
financial performance. 

It is important to note – also in light of Carroll’s (1979) view that companies’ ultimate 
responsibility is economic in nature – that this study focuses exclusively on the non-
financial dimension of corporate performance. 

2.3 Agency theory 
The stakeholder concept is useful for describing and analyzing the relationship between 
the corporation and its stakeholders, but is less workable for analyzing stakeholders and 
their agendas and actions. This is because it is more a structuring and defining heuristic 
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than a theory that explains, for example, the behavior of the corporation and its 
stakeholders; it has only limited explicative and theoretical substance (Matten 1998). 

In the context of this study, agency theory is more effective. It belongs to the realm of 
New Institutional Economics and can be seen as a theory of interaction. It is seen to have 
great potential in light of its realistic assumptions and analysis of economic transactions 
(Jensen and Meckling 1976). It analyzes the individual behavior of actors, their 
interactions and the kinds of dependencies existing between them in light of information 
asymmetry and conflicting goals. As a result of conflicting goals and information 
asymmetry, the efficient and effective fulfillment of the task by the agent who is acting 
on behalf of the principal is threatened. To solve and mitigate the resulting agency 
problems, agency theory recommends a heterogeneous set of disciplining mechanisms to 
the principal (Kieser 1999). 

Hill & Jones (1992) were the first to combine agency theory with the stakeholder concept 
(“stakeholder-agency theory”). They see the extension of agency theory to stakeholders 
as a “generalized theory of agency,” rather than a contradiction. 

3 Framework and operationalization 
When applying the ideas of agency theory to stakeholders and corporations, two basic 
principal–agent relationships can be identified (Matten 1998): 

(1) The stakeholder (e.g. employee) acts as an agent who is authorized by a corporation 
(employer). 

(2) The corporation acts as an agent on behalf of various stakeholders (“multiple agent”). 
The corporation accepts a task defined by the stakeholders, a task that can also 
include certain dimensions of non-financial performance, e.g. sustainable production 
of goods. 

This study focuses on the second relationship and corporate social and environmental 
rather than financial performance, i.e. the stakeholder as the principal attempts to ensure 
that companies as the agents meet the stakeholder’s individual demands for non-financial 
performance. 

The application of agency theory on the relationships between companies and 
stakeholders is evident as long as explicit contracts in a broader sense exist. Explicit 
contracts imply formal delegation through, for example, legislation or share ownership. 
However, agency problems also occur without formal delegation, as normative principles 
such as public responsibility and legitimacy emphasize and several examples of effective 
NGO advocacy (e.g. Stop Esso, Brent Spar) illustrate. Obviously, the phenomenon of 
“incomplete contracting and delegating” dominates the agency relationship without 
formal delegation but it also applies to stakeholders with explicit contracts, an obvious 
example being negotiated agreements, which are often complemented with governments 
threatening to introduce new legislation if the agreement fails to have the desired effect. 
Not all circumstances can be delegated in an explicit contract, for example because of an 
uncertain future or incomplete information (Madrian 1998). 

Agency problems in the non-financial domain have three determinants: 

(1) The stake the stakeholder has in the company, i.e. how strongly it affects the 
company and is affected by it. 

(2) The incongruence of goals: This plausibly results from stakeholders’ social and 
environmental demands, if companies perceive them as being incompatible with 
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employment; clear environmental and social targets; and corporate donations 
and sponsoring. 

2. The more specific dimensions incorporate (a) certain steps in a company’s 
value chain; (b) geographical regions (developing and developed countries); 
and (c) the social or environmental dimension. 

We expected stakeholders to exhibit different profiles of importance. For example, 
NGOs such as Amnesty International are more likely than other stakeholders to 
consider corporate effects in developing countries as important, whereas unions are 
inclined to attach greater importance to employment than other stakeholders. As the 
study’s framework shows, we see CESP importance as the key motivational factor 
and a proxy for stakeholders’ expectations. 

3.1.2 Satisfaction with CSEP 
In the marketing literature, the satisfaction of customers is identified by analyzing the 
gap between their expectations and corporate performance. A significant gap between 
expectations and performance will result in customer dissatisfaction (and vice versa). 
Although the gap model has its roots in marketing, it can be applied to other 
stakeholders than customers (Taylor 1994). 

Wood describes the satisfaction process of stakeholders as being very similar to the 
gap model: Stakeholders (1) set expectations for corporate performance; (2) 
experience the effects of corporate behavior, as the recipients of corporate actions; (3) 
evaluate the outcomes of corporate behavior; and (4) act upon their interests, 
expectations, experiences and/or evaluations (Wood and Jones 1995). 

Various empirical studies incorporated the gap model when determining the 
satisfaction of different stakeholders with corporate performance (e.g. MORI 2002). 
However, their relevance is limited since they are either based on managers’ 
perceptions or focused on individual stakeholders. It seemed obvious to measure 
stakeholders’ satisfaction using the same items chosen to assess the different 
dimensions of CSEP importance (see Figure 2). 

We suggest that satisfaction is determined by (1) the level of expectation – some 
stakeholders such as NGOs are more demanding than others (measured as the 
importance of CSEP criteria); and (2) the extent to which they are met by companies. 
The latter depends on the stakeholders’ bargaining power and the effectiveness of 
actions to influence corporate performance on the one hand and significant 
moderating forces such as other stakeholders on the other (actions, bargaining power). 

3.2 Disciplining mechanisms 

3.2.1 Monitoring mechanisms 
There are several studies on stakeholders’ activities for monitoring corporations (e.g. 
Savage et al. 1991). However, only a few studies deal with stakeholders’ mechanisms 
for monitoring CSEP (Spicer 1978; Waddock and Graves 1997; Kim 2002; Igalens 
and Gond 2005). 

Performance monitoring is based on certain information sources (Spicer 1978). 
Primarily, the large listed companies disclose information about their CSEP in annual 
reports. The reports are subject to a self-representation bias, which can cause 
significant information asymmetries, and hence potential principal–agent problems 
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(Kim 2002). To mitigate these problems, stakeholders may be inclined to use 
complementary sources, e.g. own investigations and surveys or data from third parties 
such as general media, academic journals, etc. (Waddock and Graves 1997; Igalens 
and Gond 2005). 

We employed a multiple choice question to assess CSEP monitoring mechanisms 
employed by stakeholder organizations (see Figure 2). We categorized the means into 
two categories: 

- Basic means are pragmatic (benchmarking: Rather than developing and using 
their own method, stakeholders look for “guidance” from other stakeholders 
and companies) and less costly (internet searches, media screening, corporate 
reports). 

- More advanced and resource-intensive means require coordination with third 
parties (third party research, independent audit), development and use of more 
sophisticated methodologies and staff (own audit) and closer relationships 
(own contacts). Overall these are also more costly (audits, opinion surveys, 
own investigations). 

Monitoring is a significant disciplining mechanism because it (1) reduces information 
asymmetry and (2) also transmits stakeholder demands – to the extent that companies 
notice stakeholders’ interest in particular aspects of corporate performance. 

3.2.2 Decision mechanisms 
Several authors have discussed stakeholders’ decision mechanisms – even if not 
necessarily with an explicit focus on non-financial performance (Rowley 1997; 
Rowley and Berman 2000; Hendry 2004). The literature points to the following 
determinants: 

(1) The type of relationship between the corporation and its stakeholders 
(Frooman 1999; Rowley and Berman 2000). Rowley and Berman (2000) 
suggest that the manner of a firm’s previous interactions with its stakeholders 
affects the propensity of stakeholders to carry out actions against a firm. 

(2) Issue characteristics: The magnitude of an issue, i.e. its associated risks and 
opportunities, its visibility and certainty (Bowen 2000). 

(3) Network characteristics: A high density of relationships among stakeholders 
makes it more probable that stakeholders share information about 
corporations and try to be in line with each other when deciding about 
influencing corporations (Rowley 1997). 

(4) Firm characteristics, which include company size, bargaining power, brand 
recognition and proximity to consumers in the supply chain (Bowen 2000; 
Rowley and Berman 2000; Hendry 2004). 

(5) Experience with previous activities (Mattingly and Greening 2002). 

When operationalizing decision mechanisms, we differentiated between decision-
making processes and criteria (see Figure 2). It is to be expected that stakeholders 
differ in terms of processes – companies and financial institutions are most likely 
more systematic than others (e.g. media) – and criteria. The criteria most likely 
depend on two factors: (1) bargaining power (the weaker it is, the more strongly 
decisions are determined by corporate characteristics); and (2) mission (some 
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stakeholders have a particularly strong focus on issues, e.g. Amnesty International on 
human rights). 

3.2.3 Transmission mechanisms 
Use of transmission mechanisms. Several scholars have described stakeholder 
actions to influence corporations (Garrett 1987; Pruitt et al. 1988; Paul and Lydenberg 
1992; Gargiulo 1993; Janisch 1993; Dyllick and Belz 1997; Winter and Steger 1997; 
Frooman 1999; Bliss 2003; Steger 2003; Cordano et al. 2004; Guay et al. 2004; 
Hermann 2005). We reviewed three types of studies: 

(1) Studies that focus on individual stakeholder actions such as boycotts, 
campaigning, investing, etc. (Garrett 1987; Pruitt et al. 1988; Paul and 
Lydenberg 1992; Guay et al. 2004). Their relevance – because of the focus 
on individual stakeholders and actions – is limited; however, they provide 
some meaningful examples. 

(2) Theoretical studies that provide an overview of stakeholders’ actions (Winter 
and Steger 1997; Hermann 2005). These studies discuss a broad range of 
stakeholder actions.  

(3) Studies that categorize stakeholder actions (Gargiulo 1993; Dyllick and Belz 
1997; Frooman 1999; Bliss 2003; Steger 2003). For instance, Bliss’s 
categorization divides actions into (a) adversarial actions and (b) 
collaborative actions. These studies provide a useful overview of the 
different types of influence strategies.  

We note that to date there are no empirical studies that address actions across a wide 
range of stakeholders. We designed a multiple choice question with 9 items (see 
Figure 3) to examine stakeholders’ portfolio of adversarial and collaborative actions. 
To facilitate a more nuanced analysis, the items can be grouped as follows: 

1. Having “no activities at all” points to a clear lack of motivation and/or 
inability to take action (lack of resources, bargaining power). 

2. Adversarial approach, which includes direct actions at annual meetings, 
praising and blaming in the public arena, other direct actions and political 
lobbying. 

3. Collaborative approach – preferred by corporate stakeholders and financial 
institutions as well as by stakeholders with weak bargaining power. It is 
characterized by engagement, labeling and certification schemes, guidelines 
and standards. 

4. Regulation (available as an action only to governments and communities), 
which could be seen – in light of companies’ preference for deregulation – as 
an adversarial action. 

Effectiveness of transmission mechanisms. The operationalization follows on from 
the use of transmission mechanisms. It is important to note that we examined 
stakeholders’ perceptions of how effective an action is in influencing companies – 
regardless of whether they employ those actions or not (see Figure 3 for details on the 
operationalization). 

Any stakeholder is theoretically able to take any direct and indirect actions (e.g. 
classical advocacy, shareholder resolutions), with one exception: Regulation is the 
only direct action that is available only to legislative bodies and regulators. 
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A high rating of effectiveness has two complementary meanings: First, a preference 
for and positive attitude toward an action. This means that even if an organization 
cannot take a particular action itself, it is likely to support this action if taken by 
others. Second, it points to confidence in the action when taken. This offers the 
opportunity to calculate a sound proxy for stakeholders’ effectiveness in influencing 
companies by multiplying the use of an action (yes/no) by its perceived effectiveness. 

3.3 Stakeholders’ effects 
We measured stakeholders’ self-perceived effect on companies in two ways: (1) the 
effects of stakeholder actions on corporate value drivers, and (2) the resulting 
corporate reactions. 

3.3.1 Effects on corporate value drivers 
Most of the studies on effects of stakeholder actions adopt either a resource or a value 
perspective (Frederick 1995; Winter and Steger 1997; Frooman 1999; Sachs 2000; 
Wheeler et al. 2001; Entine 2002; Jensen 2002; Steger 2003; Henriques and Sharma 
2005; Hermann 2005). 

Studies that argue on the basis of the resources, i.e. contributions, provided by 
stakeholders differentiate between effects on tangible resources (e.g. labor, capital) 
and effects on intangible resources (e.g. license to operate, legitimacy). They often 
ignore the fact that stakeholders can have an indirect effect on corporations via other 
stakeholders (Henriques and Sharma 2005). Thus, theoretically all stakeholders can 
have an impact on all resources of the firm. 

Studies that employ a value perspective allow for a more differentiated perspective on 
stakeholder effects on corporate success (Garrett 1987; Frederick 1995; Fineman and 
Clarke 1996; Harrison and St. John 1996; Waddock and Graves 1997; Sachs 2000; 
Jensen 2002). On the basis of these studies, we identified a broad range of possible 
stakeholder effects (see Figure 3), which we assigned to three categories  

1. Effects on innovation: This category includes effects resulting in the 
innovation of processes and products, as well as in supply chain innovation. 

2. Effects on the license to operate, which obviously includes acceptance of 
project launch and growth, strictness of regulators’ controls, tightening 
regulation, accessibility to markets, access to capital, and the frequency of 
strikes. 

3. Effects on brand value, reputation and customer loyalty. 

It is obvious that stakeholders apply different levers, .e.g. unions employ strikes; 
NGOs attack companies’ brand value, reputation and customer loyalty; and 
communities/governments employ regulation and its enforcement practices. 

3.3.2 Corporate reactions 
Various scholars have discussed corporate reactions to stakeholder actions in 
management literature and also in case studies (Wartick and Cochran 1985; Hunt and 
Auster 1990; Roome 1992; Fineman and Clarke 1996; Harrison and St. John 1996; 
Rowley 1997; Sharma and Vredenburg 1998; Henriques and Sadorsky 1999; Sachs 
2000; Wheeler et al. 2001; Entine 2002; Buysse and Verheke 2003; Steger 2003). 
Some identified different factors (e.g. corporate and stakeholder power) that 
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determine corporate reactions to stakeholder actions (Fineman and Clarke 1996; 
Rowley 1997; Frooman 1999). 

Most of the management literature differentiates between four stakeholder 
management strategies (Wartick and Cochran 1985; Hunt and Auster 1990; Savage et 
al. 1991; Roome 1992) that can result in various reactions to stakeholder actions. 
Harrison and St. John (1996) provide numerous examples of managing and partnering 
tactics with external stakeholders such as bargaining, cooptation, coalition, 
representation and lobbying. We found a broad range of corporate reactions, from 
defensive reactions aimed at buffering the corporation from its stakeholders to 
proactive reactions focusing on collaboration and engagement between the 
corporation and its stakeholders. Our operationalization provides a continuum ranging 
from complete indifference, via reactive behavior, to proactive behavior (see Figure 
3). 

4 Method and sample 
We employed a mixed-method design incorporating both semi-structured interviews 
and a self-completion questionnaire. The synergetic use of both methods enabled us to 
triangulate our results and broaden the exploratory scope of the study. 
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Figure 4: Stakeholders surveyed in this study 

We surveyed a range of the nine most important stakeholders for companies (see 
Figure 4). We differentiated between five regions: (1) Germany/Austria/Switzerland, 
(2) France/Belgium, (3) Spain/Portugal, (4) Nordic countries and the Netherlands, and 
(5) Great Britain/Ireland. 

The geographical focus was on Europe for the following reason. Due to the variety of 
different political and business systems across nations (e.g. role of unions and NGOs, 
proportion of big multinationals), one has to control for various country-specific 
contingencies. Such a contingency approach requires a certain depth of analysis, i.e. a 
certain number of interviews and questionnaires. A scope beyond Europe would have 
overstretched our resources.  
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4.1 Data collection 
We collected both our qualitative and quantitative data between May and November 
2005 in Europe only: We mailed the questionnaire to more than 16,000 addresses 
(most of them personalized) and followed up by fax where possible.1 Our response 
rate on mailed questionnaires of less than 2% clearly indicates that most stakeholders 
have little interest in corporate sustainability today. This is also why we had to rely on 
convenience sampling (snowball sampling in particular) more than expected. In total, 
we received 372 questionnaires (including questionnaires not attributable to a specific 
stakeholder group and exhibiting a significant number of no responses). We were able 
to use 307 questionnaires for our analysis. 

In terms of representation of stakeholders, our sample is not equally distributed: There 
is a notable overrepresentation of corporate suppliers (19%), i.e. managers in 
marketing, sales and distribution, which we attribute primarily to convenience 
sampling. 

Our sample of quantitative data (obtained from the self-completion questionnaire) is 
biased toward Germany, Austria and Switzerland (accounting for 42% in total) and 
Nordic countries and the Netherlands (19% in total). The remaining regions – namely 
France and Belgium, UK and Ireland, and Spain and Portugal – each have a share of 
about 10%. 

For our interviews, we requested institutions in each stakeholder group for one or two 
personal interviews (either face-to-face or by phone) with key personnel. We also 
conducted 15 benchmarking interviews (5% of all interviews) with managers in 
companies to validate our results and detect any possible self-representation bias (i.e., 
stakeholders considering .themselves more influential than they actually are). In total 
we conducted 280 interviews. With an average duration of 60 minutes per interview, 
the total interview time amounted to 280 hours. 

4.2 Data analysis 
We analyzed our interviews through content analysis using QSR Nvivo. The 
quantitative data obtained from the questionnaires were examined using Stata 8.2. – 
including the analysis of missing values and outliers.2 Unless indicated otherwise, we 
report in results that are statistically significant at .05 level or higher. 

                                                 
1 We gratefully acknowledge the immense efforts of Alexander Nick, Simon Tywuschik and Jens 
Prinzhorn in co-designing the study and collecting a substantial part of the data. 
2 We checked the distribution of all variables visually through histograms. Only a small number of 
variables deviated from normal distribution. The shares of missing values amounted to a minimum of 
2% and a maximum of 14%. We found the greatest share in the variables measuring stakeholders 
influence on determinants of corporate success; this suggests that respondents found it comparatively 
difficult to assess their influence on brand value, reputation, etc. 

We also used pairwise correlation to detect possible patterns in missing values across different 
variables – after variables had been dichotomized (0 – missing value, 1 – not missing value). The only 
significant pattern detected is that variables originating from the same concept/question exhibit positive 
correlations, i.e. respondents decided not to respond to the respective questions at all. We conclude that 
missing values will not have a significant adverse effect on our data analysis (Hair et al. 1998). 

A high number of missing values per observation points to respondents’ lack of time/knowledge/ 
motivation. Hence we identified and dropped those observations that exhibited more than 9 missing 
values in total. We dropped 65 observations in all – accounting for roughly 8% of the sample – and 
thus retained 307 observations. 
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We employed factor analysis – the principal-components factor method – to define 
underlying structures and reduce the complexity in our data. We only extracted factors 
having eigenvalues greater than one; this criterion is a rather conservative criterion, 
given the average number of variables analyzed is below 20. Factors were 
orthogonally rotated using varimax rotation. We based our interpretation of the factor 
loadings on statistical significance: Given a sample size of more 250, factor loadings 
of .35 are seen as statistically significant. Detailed results are provided in the appendix 
(Hair et al. 1998). 

Following up on the factor analysis, we used pairwise correlation to an overview of 
potential causal effects between concepts. Furthermore, we employed cluster analysis 
to divide our respondents for various stakeholders into groups that share certain 
commonalities in the following key perceptions of corporate sustainability: (1) the 
overall importance of a defined set of corporate sustainability criteria, and (2) the 
overall level of satisfaction with this set of criteria. We used Stata’s complete linkage 
method, using a stopping rule specifying the Duda & Hart index. The objective was to 
obtain meaningful clusters of sufficient size. 

To assess differences and commonalities between the clusters obtained, we employed 
one-way ANOVAs (analysis of variance) using factor scores.3 The exact ANOVA 
probabilities are provided throughout the next section in parentheses. We used 
Scheffe multiple-comparison tests to identify exactly which clusters differ from each 
other, if ANOVA results were statistically significant. In the wide majority of cases, 
two clusters were rather similar, but different (this difference being statistically 
significant) from the third cluster. Finally, we used multiple regression analysis to 
identify the key determinants of stakeholder effectiveness and satisfaction. 

4.3 Evaluation of method and sample 
Given the final sample and means of data analysis employed, it is necessary to discuss 
the following caveats: 

1. Convenience sampling increases selection bias. If one additionally takes into 
account the fact that self-representation and social desirability bias are likely 
to be significant – given a value-laden topic like corporate sustainability – it is 
imperative to interpret the results cautiously, also since only the more 
interested respondents participated in the study. With this word of caution in 
mind, the study should yield interesting results because of convenience 
sampling: We collected data from respondents who actually have something to 
say about the research topic. 

                                                                                                                                            
To assess the effect of outliers, we converted the data values into standard scores (zero mean, standard 
deviation of 1). Guidelines suggest that – for samples greater than 80 observations – cases with 
standard score of 3 or 4 (or more) are outliers (univariate detection). We identified the number of such 
outliers per variable and respondent and found that (1) the maximum number of outliers per variable (in 
this case the effectiveness of actions at annual meetings) is 12 (out of 307); and (2) in total, 4 cases 
have the maximum number of outliers of 7. Since (1) there is no demonstrable proof that the detected 
outliers are really aberrant and not representative of the population, and (2) we wanted to maximize the 
generalizability of our analysis, we decided to retain them. 
3 NB in most case of variance heterogeneity, the standard deviation of smaller samples is smaller than 
that of the larger samples – this makes ANOVA results more conservative. 
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2. It should be noted that we asked respondents’ to answer our questions as 
representatives of their company. This raises the question of respondents’ 
potential lack of awareness and knowledge of their institutions’ approach to 
corporate sustainability, which could introduce a bias in the data. 

3. We use perceptual measurement in our study. Perception is reality 
(respondents act toward an object/concept based on the way they perceive it), 
hence perceptual measures are effective in most instances in this study (e.g. 
importance of CSEP, actions to influence companies, etc.). However, they are 
more problematic when it comes to assessing effects on companies and their 
reactions, since they are a black box to most respondents. 

4. An effective contingency approach comparing individual stakeholder groups 
requires meaningful sample sizes, also since the heterogeneity depends on the 
countries under consideration. This applies to some stakeholders, such as 
unions (whose role is clearly dependent on political system and culture) and 
communities (significant difference in local Agenda 21 processes), more 
strongly than to others. 

Despite these caveats, we have great confidence in our results, for several reasons: 
First, the study’s mixed-method design also enabled us to triangulate our results and 
achieve substantial breadth and depth in our data analysis. Second, we reached strong 
interpersonal consensus in our research team and the advisory council. 

5 Results 

5.1 Factor analysis 
In the following, we only briefly name and describe the factors identified and scored. 
We will also briefly outline which variables had low communalities, i.e. were quite 
unique. 
Factor Statistically significant variables  Further remarks 

Importance of CSEP criteria 

Overall importance All variables, except regulatory 
compliance (loading of .32 – not 
statistically significant) 

Regulatory compliance (in 
contrast to philanthropy) has 
high uniqueness. 

Specific (issues and 
regions) 

Targets (+), effects of production (+), 
effects in developing and developed 
countries (+) 

 

General Positive: compliance, engagement, 
accountability, EMS, employment, and 
targets (in line with satisfaction see 
below) 

 

Basic and European 
focus 

Employment (+), philanthropy (+)  

Specific (value chain) EMS (+), targets (+), effects of supply 
chain, production and product (+) 

 

Satisfaction with CSEP 

Overall satisfaction All variables except corporate 
philanthropy 

Corporate giving (in contrast 
to regulatory compliance) is 
unrelated to stakeholder 
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satisfaction 

Specific All variables (+) except regulatory 
compliance, engagement, EMS and 
corporate philanthropy 

 

General Positive: Compliance, engagement, 
accountability, EMS, employment and 
targets (see above – importance) 

 

Basic and European 
focus 

Positive: Philanthropy, EMS, employment 
and effects in developed countries 

 

Monitoring 

External sources Media (+), corporate reports (+), and 3rd 
party research (+) 

No monitoring No means (+) and benchmarking with 
other stakeholders (+) 

Little direct 
involvement and 
auditing  low cost 

Own investigations (-), independent audits 
(-) 

Focus on clientele rather 
than companies 

Surveys (+) and own audits (-) 

Difficult to develop continuum 
or systemize factors 
coherently 

Transmission mechanisms 

Quasi-regulation and 
engagement 

No actions (-), guidelines/standards (+), 
labeling/certification (+), engagement (+) 

Advocacy and lobbying Advocacy (+), lobbying (+) 

Regulation and annual 
meetings 

Regulation (+), annual meetings (+) 

Low communality of other 
direct actions 

Decision-making processes 

Systematic Past experience (+), alignment with other 
stakeholders (+), systematic (+) 

 

Intuitive Gut feel (+), past experience (+)  

Decision-making criteria 

Opportunistic All corporate characteristics (+) 

Issue-based Severity of issues (+) 

Low communality of 
memberships demand 

Effectiveness of transmission mechanisms 

Engagement Guidelines/standards (+), 
labeling/standards (+), lobbying (+), 
engagement (+) 

Advocacy Annual meetings (+), praising and 
blaming (+), other direct actions (+), 
lobbying (+) 

Low communality of 
regulation’s effectiveness 

Effects on corporate value drivers 

Innovation (and license 
to operate) 

Project launch and growth (+), access to 
markets (+), access to capital (+), 
innovation (+), access to talent (+) 

Brand and reputation 
(and license to operate) 

Reputation (+), brand value (+), project 
launch and growth (+), customer loyalty 
(+), access to talent (+) 

Difficult to fully separate the 
meanings of the factors, since 
access to capital and markets, 
project launch and growth 
have loadings on 2-3 factors. 
This clearly shows that effects 
on value drivers are 
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Regulation and 
enforcement 

Regulator’s controls (+), tightening 
regulation (+) 

Strikes Strikes (+), access to markets (+) access to 
capital (+) 

interdependent. 

Corporate reactions 

Dialogue and change Dialogue (+), changes to processes and 
strategies (+) 

 

Resistance Litigation (+) and lobbying/PR (+)  

Indifference Ignored (+), no dialogue (-)  

Table 2: Outcome of factor analysis 

With a few exceptions, the outcome of the factor analysis is plausible (see Figure 5). 
We found congruent factors describing both the importance of and satisfaction with 
defined dimensions of CSEP. We identified two conclusive pairs of factors capturing 
stakeholders’ decision-making processes: (1) processes: Gut feel vs. more systematic 
processes; (2) criteria: Opportunistic vs. issue-based decision-making. 

Stakeholder 
characteristics

EffectsDisciplining
mechanisms

Importance

Issue‐ and regions‐specific

General

Basic

Satisfaction

Overall

Specific

General

Basic and European focus

Monitoring

External sources

No monitoring

Systematic

Intuitive

Opportunistic

Issue‐based

Quasi‐regulation
and engagement

Advocacy and
lobbying

Engagement

Advocacy

Value drivers

Innovation
(and license to grow)

Brand and reputation
(and license to grow)

Regulation and
enforcement

Strikes

Reactions

Dialogue and change

Resistance

Indifference

Regulation and
actions at annual meetings

Value chain‐oriented

Decision

Processes

Criteria

Little direct involvement
and auditing

Clientele‐based

Transmission

Use

Effectiveness

 
Figure 5: Key concepts obtained from factor analysis 

Furthermore, the use and effectiveness of transmission mechanisms points to a 
dualistic stakeholder approach to corporate sustainability, characterized by advocacy 
and engagement.  

Finally, we had two especially interesting outcomes: 

1. Compared to all other items measured in terms of their relevance/importance 
to corporate sustainability as the overarching concept, corporate philanthropy 
has a rather unique position. We conclude that most stakeholders do not see it 
as part of corporate sustainability. 

2. In terms of satisfaction with corporate sustainability, we ascertained that 
stakeholders assess satisfaction with regulatory compliance “separately” from 
the remaining criteria. This most likely reflects the fact that regulatory 
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compliance is a given (in developed countries more than developing 
countries). Varying satisfaction with regulatory compliance may be due to 
different regulatory regimes and enforcement practices across 
countries/regions and different stakeholders’ expectations (Is compliance 
enough or not?) 

5.2 Correlation analysis 
The following correlation analysis is based on pairwise correlation of the factor 
scored. We will not elaborate on all results, only the most interesting ones. 

5.2.1 Importance and satisfaction 
Stakeholders that attach greater importance to overall CSEP are more satisfied with 
basic and Eurocentric CSEP. This points to a self-representation bias by respondents 
with this basic and narrow understanding of corporate sustainability. 

Stakeholders that attach greater importance to issue-specific CSEP are less satisfied 
with general CSEP (e.g. accountability, engagement). This shows that these 
institutions are more demanding overall and call for specific actions. Greater 
importance of issue-specific CSEP is also associated with greater satisfaction with 
basic and Eurocentric CSEP (i.e. employment and philanthropy). Hence, we assume 
that stakeholders exhibiting a relatively strong issue focus are less concerned, i.e. 
demanding, about employment and philanthropy. 

Stakeholders that consider general CSEP more important are less satisfied with issue-
specific CSEP; they are also more satisfied with general CSEP. We conclude that a 
general CSEP approach is less demanding, in particular in terms of specific issues. 

Finally, stakeholders that attach greater importance to basic and Eurocentric CSEP are 
more satisfied with (1) general CSEP and (2) basic and Eurocentric CSEP. In light of 
the links detected for general CSEP, this suggests that stakeholders that attach 
relatively great importance to general and basic/Eurocentric CSEP concepts such as 
employment, accountability, engagement and philanthropy are more satisfied – most 
likely due to both high CSEP in Europe and more modest demands. 

Overall results show that stakeholders are more satisfied with corporate performance 
in those areas they consider important. This suggests that stakeholders overall are 
reasonably happy about corporate performance and points to a plausible link between 
importance (=expectation, motivation to influence), resulting disciplining mechanisms 
and effects on companies, which in turn influence stakeholder satisfaction. 

5.2.2 Importance and monitoring 
Overall we detect a significant link between stakeholders’ monitoring capacity and the 
importance they attach to corporate sustainability. More specifically, we found: 

- A positive link between the overall importance of CSEP and the use of media 
and corporate reports. Furthermore, a greater overall importance of CSEP is 
negatively associated with no use of own investigations and independent 
audits. The same correlations can be found for the importance of value-chain 
oriented CSEP. 

- A positive link between issue-specific CSEP and the use of media and 
corporate reports. 
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- A positive link between Eurocentric CSEP and the use of media and corporate 
reports. Interestingly, greater importance of basic Eurocentric CSEP is linked 
to lower use of own investigations and independent audits. 

Finally, there is no statistically significant link between (1) the importance of general 
CSEP and any monitoring activity; and (2) the importance of any kind of CSEP, on 
the one hand, and no monitoring and clientele-oriented monitoring on the other. 
Overall, this points to the following conclusions: 

1. Greater CSEP importance is an indicator of stakeholders’ motivation and 
capacity in the area of corporate sustainability. Stakeholders with a specific 
CSEP focus have greater monitoring capacity. 

2. Internet and media searches appear to be the first and obvious choice when it 
comes to monitoring corporate performance: They are fast and relatively 
inexpensive. 

3. The fact that several factors describing different dimensions of monitoring 
exhibit no links to CSEP importance suggests that, overall, monitoring is 
inconsistent among stakeholders, i.e. the greater importance of and hence 
motivation to influence CSEP is not necessarily associated with higher 
monitoring capacity, presumably due to a lack of resources and prioritization. 

4. Stakeholders with a basic and Eurocentric view of corporate sustainability lack 
monitoring capacity, obviously because they do not see the need: Usually, 
companies comply with Europe’s high environmental and social standards. 

5. It is plausible that clientele-oriented monitoring is unrelated to the CSEP 
dimensions measured. 

5.2.3 Importance and transmission 
A significant number of positive correlations between the different dimensions of 
CSEP importance and transmission points to a plausible link between importance, i.e. 
motivation and expectations, and actions to influence companies. This is also in line 
with significant correlations between CSEP importance and monitoring capacity. 
However, there are several interesting nuances: 

- There is no link between CSEP importance, on the one hand, and regulation 
and actions at annual meetings, on the other: This clearly shows that the two 
types of actions are only available or interesting to a certain set of 
stakeholders, i.e. regulation only to governments and communities, and actions 
at annual meetings to financial institutions, a few NGOs and unions.  

- Furthermore, there is no significant link between the importance of general 
CSEP and advocacy actions, which shows that advocacy is necessarily focused 
on defined social and/or environmental issues. 

- Most interestingly, there is no link between the importance of basic and 
Eurocentric CSEP performance and any kind of action. This clearly shows that 
stakeholders with a basic and narrow understanding of and demand for CSEP 
(more specifically employment and philanthropy) do not take action 
coherently. 
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5.2.4 Importance and effectiveness of transmission 
Expectedly, we also found a positive link between different dimensions of CSEP 
importance and the effectiveness of transmission mechanisms.4 This could reflect a 
causal effect between motivation, transmission and their implications. However, in 
light of varying expectations and a likely self-representation bias, it remains difficult 
to confidently draw more far-reaching conclusions. 

We also point to the following nuances in the data: 

- Issue-specific CSEP performance is positively associated with the 
effectiveness of advocacy; it is unrelated to the effectiveness of engagement. 
This appears to reflect a link between a strong issue focus (e.g. typical of 
NGOs) and the resulting classical advocacy. 

- Basic and Eurocentric CSEP importance is not linked (either positively or 
negatively) to the effectiveness of either transmission approach In light of 
evidence presented above (on the link between importance and transmission 
mechanisms), this could underpin the low priority and inconsistency of 
approaches employed by stakeholders operating with a European focus. 

5.2.5 Importance and decision-making 

5.2.5.1 Decision-making processes 
We also detected a positive association between CSEP importance and more 
systematic decision-making processes – again in line with findings presented above. 
More specifically, we ascertain that basic and Eurocentric CSEP and issue-specific 
CSEP are not linked to more systematic decision-making. This suggests that 
stakeholders 

- with a basic and European perspective of corporate sustainability lack 
motivation and capacity because they consider corporate sustainability rather 
unimportant. 

- with a specific issue focus do not necessarily require systematic decision-
making (or do not have the resources for it). This partly reflects NGOs’ issue-
oriented (and to a certain degree also intuitive) decision-making. 

It is important to note that intuitive decision-making does not exhibit any statistically 
significant links with CSEP importance. Hence, we conclude that intuitive decision-
making is a perfectly suitable approach – even if more systematic processes are at 
hand – e.g. when stakeholders are forced to react quickly and opportunistically. 

5.2.5.2 Decision-making criteria 
We also found a clear link between CSEP importance and decision-making criteria: 
Opportunistic decision-making is positively associated with (1) overall, (2) general, 
and (3) basic/European CSEP importance. Issue-based decision-making is positively 
associated with all dimensions of CSEP importance except basic/European CSEP 
importance. 

We conclude the following: 
                                                 
4 NB the effectiveness of transmission mechanisms was rated, regardless of whether they were used by 
the respondent’s organization or not. 
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- The significance of social and environmental issues in Europe is relatively low 
and does not foster issue-based decision-making. Furthermore, a basic 
understanding of CSEP could also partly reflect a lack of awareness. 

- Overall stakeholders – unless they have a clear focus on certain social and 
environmental issues or corporate activities across the value chain – have a 
kind of “default” preference for opportunistic decisions. This reflects 
companies’ significant level of bargaining power and an overall low 
significance of issues, especially in Europe. 

5.2.6 Importance and effects 

5.2.6.1 Importance and effects on corporate value drivers 
Overall our data show a significant link between CSEP importance and stakeholders’ 
perceived effect on a variety of value drivers of companies. However, there are 
several nuances to this link: 

- The link is missing between all dimensions of CSEP importance and 
innovation. We conclude that the effects on innovation – since it tends to 
require a more compelling and elaborate effort on the part of stakeholders (e.g. 
an intensive and extensive campaign or partnership) – are more strongly 
contingent on disciplining mechanisms than the effects on other value drivers 
(e.g. strikes, effects on reputation). Stakeholder motivation, which is then 
operationalized into actions to influence companies, appears to be a poor 
proxy in this respect. 

- Overall CSEP importance, issue-specific CSEP importance and general CSEP 
importance are positively associated with effects on brand and reputation. This 
is somewhat plausible since (mostly negative) effects on brand and reputation 
can be linked to stakeholders’ greater motivation and stronger focus on certain 
issues (e.g. climate change, human rights) as well as concepts such as 
accountability and employment. 

- None of the dimensions of CSEP importance is linked to effects on 
companies’ license to operate. This is interesting, as it most likely reflects 
most stakeholders’ hesitation or inability to revoke companies’ formal and 
informal license to operate. 

- Basic/Eurocentric CSEP importance is positively associated with effects on 
strikes, which mostly reflects a strong influence of unions in this area. 

- Activity-specific and general CSEP importance exhibit a negative link to 
strikes. This association is difficult to interpret and could be spurious. 

5.2.6.2 Importance and effects on corporate reactions 
There is also a significant link between the importance of CSEP and corporate 
reactions. It is telling, however, that none of the dimensions of CSEP importance has 
a statistically significant link to dialogue and change. This hints at the following 
conclusion: Although CSEP importance is a reasonable proxy for stakeholders’ 
motivation and strategic focus – as illustrated by results presented above – it is a poor 
predictor of stakeholders’ ability to influence companies (beyond provoking 
countermeasures such as PR, lobbying and litigation). Hence we ascertain significant 
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moderating effects of disciplining mechanisms (monitoring, decision-making, 
transmission) and bargaining power. 

We detected the following individual links: 

- Overall CSEP importance is positively associated with conflict and negatively 
associated with indifference (stakeholder is ignored); the same applies to 
specific value chain-oriented CSEP importance. Issue-specific CSEP 
importance is negatively associated with indifference; the same applies to 
general CSEP importance. Overall these outcomes are plausible (greater 
importance, i.e. motivation, is associated with more conflict, less indifference), 
even if it remains unclear why issue-specific and general CSEP are – unlike 
value chain-oriented CSEP – not linked to conflict. 

- Basic and Eurocentric CSEP importance is unrelated to any corporate reaction. 
The fact that basic and Eurocentric CSEP importance is the only dimension of 
CSEP importance that does not even have a link to indifference suggests that 
the effect on corporate reaction of a focus on employment and philanthropy is 
either strongly moderated by other factors (e.g. bargaining power, in the case 
of union size, and mobilizability of the membership) or that the strength of this 
focus does not play a significant role: Stakeholders are ignored no matter how 
important employment and philanthropy are to them. 

5.2.7 Disciplining mechanisms 

5.2.7.1 Monitoring and transmission 
We detected several significant links between monitoring and transmission. This is 
plausible, since effective transmission requires accurate monitoring; stakeholders 
require a reasonable mix of monitoring and transmission capacity. In the following we 
will discuss the individual links in more detail: 

- Quasi-regulation and engagement are positively linked to media and internet 
searches; they are negatively linked to little direct monitoring and few 
independent audits. Overall this is somewhat plausible, since it reflects the 
need for more in-depth knowledge about company performance and culture to 
formulate reasonable guidelines and ensure effective engagement and 
partnerships. 

- Advocacy and lobbying are positively linked to media and internet searches. 
This also illustrates that effective advocacy requires monitoring (often low-
cost through media and internet searches, given stakeholders’ lack of financial 
resources). 

- Transmission that is limited to certain stakeholders, i.e. regulation and actions 
at annual meetings, is positively linked to no monitoring; it is negatively 
linked to little direct monitoring and few independent audits. Overall these 
results contradict each other to a certain degree, presumably due to the mix of 
different stakeholders. Whereas regulators and unions tend to exhibit basic (to 
no) monitoring capacity, NGOs (which also initiate shareholder resolutions) 
monitor CSEP more directly and through independent audits. 

It is interesting that none of the transmission mechanisms exhibit a statistically 
significant link to a focus on clientele (rather than the company). This suggests that – 
overall – stakeholders are not consistently in touch with their clientele (i.e. members, 
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voters, customers, etc.) when it comes to determining disciplining mechanisms; they 
exercise a significant amount of “managerial” discretion. 

5.2.7.2 Monitoring and decision-making 
We detected several links between stakeholders’ monitoring capacity and their 
approach to decision-making: 

- Systematic decision-making is negatively associated with (1) little direct 
involvement and few independent audits, and (2) a weaker focus on clienteles. 
This is very plausible, since it shows that (1) systematic decision-making and 
more intensive monitoring (through own investigations and independent 
audits) go hand in hand; and that (2) systematic decision-making processes do 
not require (more or less ad hoc) monitoring measures to touch base with the 
stakeholder’s clientele. 

- Intuitive decision-making is positively associated with little direct 
involvement and auditing. This outcome is self-explanatory and in line with 
the one above; it shows that stakeholders with lower monitoring capacity are 
forced to take decisions based on “gut feel” and that intuitive decision-making 
simply requires less monitoring. 

The data exhibited two links between monitoring and decision-making criteria: 
Whereas opportunistic decision-making appears to be unrelated to stakeholders’ 
monitoring capacity, issue-based decision-making is positively linked to monitoring 
through external sources (media, corporate reports and third-party research) and 
negatively linked to little direct involvement and auditing. This is very plausible as it 
points to the familiarity with the underlying social and environmental problem as a 
prerequisite for taking issue-based decisions. Obviously, opportunistic decision-
making needs fewer monitoring mechanisms. 

5.2.7.3 Transmission and decision-making 
There are several statistically significant correlations between transmission and 
decision-making: 

- The use of quasi-regulation and engagement is positively linked to systematic 
and opportunistic decision-making. We conclude that cooperation with 
companies and the introduction of effective quasi-regulation require a very 
systematic process that also takes various corporate characteristics such as 
corporate visibility, power and image into account. 

- The use of advocacy and lobbying is associated with neither systematic nor 
intuitive decision-making; it is negatively associated with opportunistic 
decision-making and positively associated with issue-based decision-making. 
Overall these results show that advocacy may follow both a systematic and an 
intuitive decision, and it relates to distinct social or environmental issues. This 
does not mean that advocacy does not take corporate characteristics such as 
credibility into consideration. However, advocacy always starts with an – 
ideally – compelling issue. 

- The use of regulation and actions at annual meetings is positively related to (1) 
systematic, (2) opportunistic, and (3) issue-based decision-making. Overall 
this is plausible as it reflects that the introduction of regulation and e.g. 
shareholder resolutions tends to follow a systematic decision-making process 
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that takes both corporate characteristics and the underlying issues into 
consideration. 

5.2.7.4 Transmission and effectiveness 
We detected several links between the use of transmission mechanisms and their 
effectiveness – regardless of whether they are used by the individual stakeholder or 
not: 

- The use of quasi-regulation and engagement is positively linked to the 
effectiveness of quasi-regulation and engagement. 

- The use of advocacy is negatively linked to the effectiveness of quasi-
regulation and engagement; it is positively linked to the effectiveness of 
advocacy. 

- The use of regulation and actions at annual meetings is positively linked to the 
effectiveness of quasi-regulation and engagement. This appears to reflect 
regulators’ and shareholders’ primary cooperative attitude towards companies. 

Whereas stakeholders with an advocacy approach question the effectiveness of quasi-
regulation and engagement, their counterparts with a more cooperative approach do 
not perceive advocacy as ineffective. This falls in line with a statement from one of 
our interviewees who suggested that – in light of the declining bargaining power of 
stakeholders – engagement and quasi-regulation are more effective (also because it 
they offer an upside to companies), if they are complemented with advocacy (“carrot 
and stick”). 

5.2.8 Disciplining mechanisms and effects 

5.2.8.1 Monitoring and effects on corporate value drivers 
Overall, there are only a few statistically significant correlations between monitoring 
capacity and effects on corporate value drivers: 

- Innovation is negatively linked to (1) little direct involvement and auditing, 
and (2) clientele-based monitoring, which shows that effective disciplining of 
companies requires accurate monitoring, e.g. through own investigations and 
independent audits. 

- Effects on companies’ license to operate are positively associated with 
clientele-based monitoring. This is interesting and plausible, since it points to 
stakeholders that are in a position to introduce and enforce regulation, i.e. 
primarily governments and communities. As our interviews also revealed, they 
have little capacity to assess CSEP at the micro-level and hence are more 
likely to react to the demands of their clientele (residents and voters, as well as 
companies). 

There are no links between monitoring capacity on the one hand and effects on (1) 
brand and reputation, and (2) strikes on the other. This is not surprising for the 
following reasons: First, effects on brand and reputation can also be achieved through 
opportunistic transmission (“jumping onto bandwagon”) – which does not take a great 
deal of monitoring. Second, effects on strikes are primarily determined by other 
factors than monitoring, such as primarily the kind of stakeholder institution: 
Obviously unions above all are in a position to determine the frequency of strikes, 
depending on the size and mobilizability of their membership. 
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5.2.8.2 Monitoring and corporate reactions 
We detected a few statistically significant correlations between monitoring and 
corporate reactions: 

- Dialogue and change (in strategies and processes) only exhibit one link – a 
negative link to monitoring based on surveying clienteles. This suggests that 
surveys of clienteles are an inappropriate means of assessing CSEP – primarily 
for an obvious reason: Most often clienteles are the principals demanding the 
stakeholders (as an agent) to proactively influence CSEP; hence they are less 
up to date, i.e. clientele-based monitoring leads to inaccurate and lagging 
performance measurement. 

- Conflict is positively associated with the use of external means of monitoring. 
This is plausible, since stakeholders employing media and internet searches as 
well as third-party research tend to be very up to date and potentially 
opportunistic, which is likely to trigger counteractions from companies. 

- Indifference is negatively linked to the use of external means of monitoring; it 
is positively linked to little direct involvement and little auditing. Both 
correlations are in line with results discussed above. 

The only factor without any correlation with corporate reaction is “lack of or no 
monitoring.” At first sight, this is puzzling, as one would expect insufficient 
monitoring to negatively affect stakeholders’ effectiveness in disciplining companies. 
However, the expected correlations could have been subdued by a greater effect of 
other variables (e.g. transmission) or affected by self-representation bias. 

5.2.8.3 Decision-making and corporate value drivers 
Overall results are plausible and rather self-explanatory: 

- We found a clear positive relationship between systematic decision-making on 
the one hand and (1) innovation, (2) brand and reputation, and (3) regulation 
and enforcement on the other. 

- As stated above, a lack of statistically significant correlations (expectedly 
negative) between intuitive decision-making and effects on corporate value 
drivers suggests that intuitive decision-making can be both effective and 
ineffective – depending on a variety of situational factors (e.g. media 
awareness). 

- Opportunistic decision-making is positively linked to effects on (1) 
innovation, (2) brand and reputation, and (3) strikes. This is plausible – in 
particular in light of companies’ significant bargaining power and the 
complementary correlations found (e.g. between systematic decision-making 
and effects on corporate value drivers). 

- Issue-based decision-making is associated with greater effects on brand and 
reputation. As stated above, this result points to a link between a significant 
down- rather than upside potential for companies’ brands and reputation and 
emerging social or environmental issues. 

5.2.8.4 Decision-making and corporate reactions 
Results are self-explanatory and clearly in line with those presented in the previous 
section: 
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- Systematic decision-making is positively linked to dialogue and change; it is 
negatively linked to indifference. 

- Intuitive decision-making does not exhibit any significant links to corporate 
reactions. 

- Issue-based decision-making is associated with conflict (corporate PR and 
litigation). 

5.2.8.5 Transmission and effects on corporate value drivers 
Overall, the link between transmission and effects on corporate value drivers appears 
to be meaningful: 

- Quasi-regulation and engagement are positively linked to effects on (1) 
innovation, and (2) brand value and reputation. 

- Advocacy and lobbying are negatively linked to effects on (1) innovation, and 
(2) brand value and reputation. 

- Regulation and actions at annual meetings are positively linked to effects on 
regulation and enforcement; this result is rather self-explanatory. 

The detected links suggest that softer transmission is more effective. However, to 
what extent greater effects on value drivers can also be attributed to lower 
expectations and self-representation bias remains open. 

5.2.8.6 Transmission and effects on corporate reactions 
We detected several statistically significant correlations between the use of certain 
transmission mechanisms and effects on different corporate value drivers: 

- Quasi-regulation and engagement are positively linked to changes (in 
strategies and processes) and dialogue, and negatively linked to indifference. 

- Advocacy and lobbying are negatively linked to change and dialogue, and 
positively linked to conflict.  

- Regulation and actions at annual meetings have no statistically significant link 
to corporate reactions. We conclude that the effect of this transmission 
mechanism is very case-specific. 

Overall, the above results suggest – in line with findings presented earlier – that softer 
disciplining mechanisms are considered more effective. This is in line with our 
perception that classical advocacy has had little impact since Brent Spar & Co – and 
with the perception of several NGO interviewees frustrated about companies’ 
gradually acquired skill in managing their issues and stakeholders more 
systematically. However, once again this remains a tentative conclusion, since the 
greater effectiveness of “convening” (rather than campaigning) stakeholders may at 
least partly reflect lower the expectations of the “conveners.” 

5.2.9 Stakeholders’ effects 

5.2.9.1 Effects on corporate value drivers and corporate reactions 
We detected the following correlations: 

- Effects on innovation are positively associated with change and dialogue. 
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- Effects on brand and reputation are positively associated with change and 
dialogue, and negatively associated with indifference. 

- Effects on regulation and enforcement are positively associated with conflict. 

- Effects on strike are positively associated with change. 

Overall results are rather conclusive. They point to innovation and brand/reputation as 
the stakeholders’ primary levers for inducing improvements in CSEP. Stricter 
regulation and enforcement are met with corporate resistance; in this context it is 
surprising that effects on brand and reputation do not trigger the same corporate 
reaction. We suggest that this could partly reflect stakeholders’ inability to 
significantly attack multinationals on this level in the more recent past. Given 
companies’ significant bargaining power over unions, the positive correlation between 
strikes and corporate changes and dialogue is somewhat puzzling and could be due to 
self-representation bias. 

5.2.9.2 Effects and satisfaction 

5.2.9.2.1 Effects on corporate value drivers and satisfaction 
We detected the following statistically significant correlations between effects on 
corporate value drivers and satisfaction levels: 

- Satisfaction with both overall and general CSEP is positively linked to effects 
on (1) innovation, and (2) brand and reputation. 

- Satisfaction with the issue-specific dimensions of CSEP is positively linked to 
innovation. This is interesting, as it suggests that stakeholders with a strong 
issue focus are only more satisfied if they are able to encourage innovation (of 
products, processes and in the supply chain). We conclude that targeting brand 
value and reputation is only a means to an end: Innovation to resolve or 
mitigate existing issues. 

- Satisfaction with basic/Eurocentric CSEP is positively associated with effects 
on brand and reputation. 

We conclude that effects on regulation and enforcement as well as on strikes are 
marginal, which reflects companies’ strong bargaining position in a Europe that is 
striving for regional competitiveness. 

5.2.9.2.2 Corporate reactions and satisfaction 
We detect a clear link between stakeholders’ satisfaction and their effects on 
corporate reactions: 

- Satisfaction with overall CSEP is positively linked to change and dialogue; it 
is negatively linked to indifference. 

- Satisfaction with issue-specific CSEP is positively linked to change and 
dialogue. 

- Satisfaction with the general dimension of CSEP is positively linked to change 
and dialogue; it is negatively linked to conflict and indifference. 

- Satisfaction with basic and Eurocentric CSEP is negatively linked to 
indifference. 
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Overall results are rather plausible. However, it remains unclear why conflict and 
indifference are not associated with lower satisfaction on some CSEP dimensions. We 
attribute this to variation in stakeholders’ expectations. 

5.3 Cluster analysis and comparison 
Our cluster analysis revealed three clusters (see Figure 6): Cluster 1 (challengers) 
exhibits low levels of satisfaction (f_ov_satisfaction) and attaches relatively high 
importance to corporate sustainability (f_ov_criteria). Cluster 2 (bystanders) also 
considers corporate sustainability relatively important but is – in contrast to cluster 1 – 
more satisfied. Cluster 3 (skeptics) attaches low importance to corporate sustainability 
and tends to be – like cluster 1 – less satisfied. 

 
Figure 6: Cluster matrix 

59% of our respondents are challengers. Bystanders and skeptics account for 20% and 
21% of our sample respectively. The dominant share of challengers is to be expected, 
since those respondents are dissatisfied with something they feel strongly about. 
Cluster 2 (bystanders) points to a group of stakeholders who consider corporate 
sustainability roughly as important as cluster 1 does, but are more satisfied. A 
comparison across the clusters will shed further light on whether this higher 
satisfaction originates from lower expectations or more effective influence on 
companies. At first sight, the significant share of Cluster 3 is a bit counterintuitive: 
Why should stakeholders who attach relatively low importance to corporate 
sustainability respond at all? There are two complementary explanations: (1) 
Respondents feel strongly about the – from their viewpoint – hype surrounding 
corporate sustainability; they are disappointed. (2) They have a still narrow view of 
corporate sustainability, i.e. they only consider “isolated” items of corporate 
sustainability important, which would explain a low overall importance. 
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χ2-tests to assess a possible association between clusters on the one hand and 
individual stakeholders and stakeholder categories on the other have p-values of 
0.018.5 Across the individual stakeholders, the highest share of challengers can be 
found among NGOs (82%), followed by governments (78%), consumer organizations 
(74%) and financial institutions (70%). The share of governments and financial 
institutions is surprisingly high and not in line with our interviews, which points to 
substantial self-representation and social desirability bias. 

The share of bystanders is highest among corporate suppliers (33%), unions (30%) 
and corporate customers (24%). The high share of corporate stakeholders is plausible 
if one assumes that their motivation for corporate sustainability is rarely intrinsic: 
They are likely to have lower expectations and hence are more satisfied with current 
performance levels. The same applies to unions whose focus is primarily on 
employment and work-related issues. 

The proportion of skeptics is highest among communities (31%), corporate suppliers 
(28%), the financial sector and unions (both 20%). Overall this is plausible, since 
communities and unions lack capacity and motivation, given their strong emphasis on 
employment. Corporate suppliers (marketing and sales managers) have little 
motivation to impose corporate sustainability on their customers. With regard to 
financial institutions, the data point to a “split”: A surprisingly high share of 
challengers most likely points to a significant selection bias through more proactive 
institutions and respondents (typically reinsurers, sustainability rating agencies, etc.). 
The relatively significant 20% share of skeptics may reflect the more hard-nosed 
attitude of mainstream financial services (e.g. banking, stock exchanges). 

5.3.1 Importance of CSEP 
We detected several statistically significant means differences in factors describing 
the importance of CSEP on different dimensions. In most instances, data point to 
skeptics as the cluster that is different from the other two more similar clusters. The 
skeptics consider issue- and region-specific CSEP less important (p = .0001). They 
also attach lower importance to general CSEP (e.g. compliance, engagement and 
accountability), to basic CSEP (p = .0114) and to value chain-oriented CSEP (p = 
.0001). Overall this clearly points to a low level of interest and motivation. The 
following quotes additionally illustrate typical attitudes of skeptics towards corporate 
sustainability: 

There is no room for CSR – my job is to manage, run and grow the business. From day 
to day, other  than aspects of good management,  I do not have space  for  these  issues. 
(Corporate supplier) 

If a company offers to create 500  jobs, we [community] have to compromise as  far as 
possible – nevertheless environmental standards should be met. (Community) 

Furthermore, we note a statistically significant difference in basic CSEP importance 
across the three clusters (p = .0114), which primarily originates from the mean 
difference between bystanders (highest basic CSEP importance) and skeptics (lowest 
basic CSEP importance). This points to a more narrow and employment-driven 
understanding of CSEP among bystanders – also relative to challengers. 

                                                 
5 However, it should be noted that the share of cells with expected frequencies of less than 5 reaches 
the critical threshold of 25%, which could bias the test results. 
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5.3.2 Satisfaction with CSEP 
In terms of satisfaction with CSEP, the bystanders represent the distinct cluster. 
Relative to the other clusters, they consistently exhibit higher levels of satisfaction 
with specific CSEP (p = .0001) and general CSEP (p = .0001). With regard to 
satisfaction with basic CSEP, all three clusters are significantly different from each 
other (p = .0001): Satisfaction is highest among bystanders, followed by challengers 
and skeptics. Whereas challengers are least satisfied with specific and general CSEP, 
skeptics are least satisfied with basic CSEP. 

We draw the following conclusions: 

Challengers’ significantly lower satisfaction with specific and general CSEP relative 
to the other clusters not only underpins the high importance and demands they 
associate with CSEP but is also an indicator for stronger current and future pressure 
on companies. The following quotes illustrate the challengers’ level of dissatisfaction: 

I was so tired of yet another PowerPoint presentation, stakeholder dialogue; those were 
merely excuses – we were managed. What happens on the ground  is not very pretty. 
(NGO) 

Business is not taking our concerns seriously. (Community) 

To be honest, I suspect that some of our suppliers would be up to our expectations, but 
others would not. (Corporate customer) 

Conversely, the relatively high satisfaction among bystanders reflects lower demands 
and less pressure – basically a standby approach to corporate sustainability. 

Skeptics’ lowest satisfaction with basic CSEP (e.g. philanthropy, employment and 
environmental management systems) underlines a narrow approach to corporate 
sustainability, e.g. a strong reliance on philanthropy and employment by communities, 
unions and corporate suppliers. 

5.3.3 Disciplining mechanisms 

5.3.3.1 Monitoring mechanisms 
The use of external sources (media and internet searches, corporate reports and third-
party research) differs across the three clusters (p = .0001). More specifically, skeptics 
use these means less frequently than the other two clusters. This relative lack of (even 
low-cost) monitoring reflects a lack of motivation and interest. In fact it may partly 
explain a lack of motivation, since badly informed and ignorant decision-makers are 
likely to continue to ignore significant corporate sustainability trends. 

We detected no statistically significant differences in terms of the remaining factors. 
However a comparison of the means reveals a coherent pattern: Skeptics have a more 
basic monitoring capacity relative to the other clusters. 

5.3.3.2 Decision mechanisms 
Processes. Bystanders report more systematic decision processes than the other 
clusters (p = .0001). This is in line with a relatively high share of bystanders among 
corporate customers and suppliers as well as unions: Corporate stakeholders have a 
significant range of decision tools and processes (audits, decision-risk analyses, etc.) 
to facilitate systematic decision-making. Decision-making processes in unions (e.g. 
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internal polls to decide for or against a strike) could also be considered a systematic 
decision process. 

The three clusters do not differ in terms of the use of intuitive decision-making (p = 
2593). This suggests that stakeholders that have more systematic processes at their 
disposal may still take intuitive decisions. 

Criteria. Bystanders attach distinctly high importance to corporate characteristics 
compared with the other clusters (p = .0006). This clearly points to a more 
opportunistic approach to driving corporate sustainability (i.e. jumping onto the 
bandwagon when appropriate), which one is likely to find among stakeholders that 
have relatively little bargaining power and/or that are part of the business systems. It 
rarely makes sense for suppliers and corporate customers to start a “categorical fight” 
about an issue. 

The skeptics attach less importance to severity of issues (p = .0001) than the 
remaining clusters. Again, this reflects a lack of interest in corporate sustainability. 
The importance of issues in decision-making hardly differs between bystanders and 
challengers (in fact it is slightly higher among bystanders). Overall this is not 
implausible since a standby approach to corporate sustainability does not mean 
ignorance of ongoing and emerging issues. It reflects sensitivity and pragmatism to 
move when an opportune moment arises. 

The strong issue focus one expects from challengers can be seen from the relative 
insignificance of corporate characteristics. This does not mean that NGOs pick their 
corporate targets opportunistically (based on consumer recognition and image of their 
targets); in fact they have done so successfully in the past. It means that challengers’ 
raison d’être and decision process focus on the issue: 

Human  rights  are  not  negotiable,  one  has  to  take  actions  no  matter  whether  the 
company  is  in  financial turmoil or not, whether a company has a good  image or not. 
(NGO) 

5.3.3.3 Transmission mechanisms 
Use of transmission mechanisms. We detected several differences in terms of the 
clusters’ actions to influence CSEP. All three clusters report distinct frequencies of 
engagement (p = .0001): Bystanders engage most frequently, followed by challengers 
and skeptics: The highest frequency among bystanders is in line with their strong 
opportunistic decision-making: Engagement requires a strong orientation toward 
corporate characteristics. It is in line with (1) the strong role corporate suppliers, 
corporate customers and unions play in this cluster, and (2) a standby approach to 
corporate sustainability: As several of our NGO interviewees pointed out, engagement 
with companies is only effective if it is complemented with pressure (“companies 
don’t take the carrot without the stick”). They also pointed to the importance of 
engaging with companies to provide upside potential: 

When looking for a corporate partner, we are interested in corporate leadership, in the 
“willing sinners,” preferably in a high‐impact sector. (NGO) 

The times of the big demonstrations are gone. (NGO) 

Weak engagement by skeptics is in line with a lack of motivation (no strategic 
approach) and capacity. 
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Challengers take advocacy actions (e.g. praising and blaming, other direct actions to 
impose standards) more frequently (p = .0001) than the other two clusters. Although 
advocacy is to be expected from NGOs – playing the leading role in this cluster – this 
result is insightful if one looks at cluster composition overall (which includes 
significant numbers of corporate customers, financial institutions, communities, etc.). 
Although it may also partly reflect selection and self-representation bias, we conclude 
that stakeholders across the board adopt challenging advocacy positions toward the 
corporate sector if they are dissatisfied. 

Effectiveness of transmission mechanisms. We found distinct perceptions of 
effectiveness of engagement across all three clusters (p = .0002): Effectiveness of 
engagement is highest among bystanders, followed by challengers and skeptics. This 
is plausible, since it illustrates skeptics’ lack of motivation and the – compared to 
challengers – “friendly” transmission approach of bystanders. 

The skeptics see the effectiveness of advocacy as clearly lower than the other two 
clusters (p = .0001). Interestingly, there is virtually no difference in how effective 
bystanders and challengers consider advocacy to be. It appears that although 
bystanders tend to focus on engagement rather than advocacy, they have come to 
appreciate the “moderating” effect of advocacy. In other words, effective convening 
requires campaigning. 

5.3.4 Stakeholders’ effects 

5.3.4.1 Effects on corporate value drivers 
Bystanders consider their effect on innovation to be greater than the two other clusters 
think theirs is (p = .0002). In light of the evidence provided above, we shall draw the 
following conclusions: It is likely that bystanders’ perception of their effectiveness is 
overoptimistic – given their narrower and employment-driven understanding of 
corporate sustainability and their standby approach, which goes hand-in-hand with 
lower expectations. 

However, the result is not entirely implausible for several reasons: First, companies’ 
bargaining power has increased substantially in the past, due to globalization, and so 
has their ability to manage issues and stakeholders more systematically. The result is 
largely unsuccessful advocacy by NGOs since the last big battles of Brent Spar & Co. 
(roughly ten years ago) and significant frustration: 

In  the  early days, we could not get  to  the  factory gates;  today  they  serve us  tea and 
cookies. (NGO) 

Second, as several managers we interviewed argued, advocacy lacks an attractive 
upside (while providing a less and less threatening downside). A softer approach of 
partnerships and self-regulation may indeed be able to supply this upside – in 
particular by stakeholders that are part of a company’s business system (including 
employees and unions). 

In terms of brand value and reputation, all three clusters have a distinctly different 
perception of their effects: Bystanders consider themselves most effective, followed 
by challengers and skeptics. We attribute this – self-perceived – greater effect of 
bystanders to significant self-representation bias. 

Finally, we did not find statistically significant differences in terms of the clusters’ 
effects on regulation and enforcement (p = .1112) and on the frequency of strikes (p = 
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.7230). This is not unexpected, since both levers are only available to a subset of 
stakeholders surveyed. 

5.3.4.2 Corporate reactions 
We found statistically significant mean differences across the three clusters in terms 
of corporate reactions to stakeholders’ actions: 

1. They report different frequencies of corporate changes in business processes and 
strategies (p = .0478); the difference is particularly significant between bystanders 
(most frequent) and challengers (least frequent). 

2. They report different frequencies of conflict (p = .0998): Skeptics report the least 
conflicts – they basically “cannot be bothered,” whereas both other clusters report 
more conflict to the same degree. 

3. In line with the results on the frequency of conflict, the skeptics report most 
indifference from companies (p = .0001). 

Overall, the results are conclusive. It is interesting that – in line with results on the 
clusters’ self-perceived effects on innovation (and the license to grow) – bystanders 
report more success at inducing dialogue and change than challengers. Obviously, the 
same conclusions about stakeholders’ effectiveness can be drawn. 

5.4 Regression 
Finally, we employed regression analysis to analyze the effects of CSEP importance 
and disciplining mechanisms (monitoring, transmission and decision-making) on 
corporate value drivers and corporate reactions. We also examined to what extent 
corporate reactions and effects on corporate value drivers can be linked to different 
levels of stakeholder satisfaction. We controlled for potential effects of the clusters 
detected. 

In the following, we will report on our key findings. For a detailed overview of our 
regression models, Stata log-files can be provided. 

5.4.1 Determinants of corporate value drivers and reactions 
Our regressions show that – according to stakeholders’ perceptions – companies react 
to effects on their value drivers: More specifically, they engage in dialogue and 
change business strategies and processes when stakeholders influence innovation, 
brand and reputation. This result is also in line with our interviews and plausibly 
suggests that companies react to the upside of innovation and the (mostly) downside 
of potentially damaged brands and reputation. 

Furthermore, companies react with corporate PR/lobbying and litigation when their 
formal license to operate is threatened, i.e. legislation is tightened and regulators 
control more frequently and strictly. Overall, this shows the importance of 
competitiveness, which companies defend vigorously against regulators and 
legislators. It also illustrates that – in light of Europe’s constant struggle for regional 
competitiveness – stakeholders are incapable of affecting or revoking companies’ 
license to operate (or unwilling to do so). In contrast, innovation and brand/reputation 
are more effective levers (which may in fact also be used in combination – the so-
called carrot and stick approach). 
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Furthermore, the following stakeholder characteristics are found to have significant 
effects on corporate reactions and value drivers. NB both corporate reactions and 
effects on value drivers were measured through the perceptions of our respondents, 
i.e. stakeholders, not companies. 

5.4.1.1 CSEP importance 
Respondents who attach greater importance to certain dimensions of CSEP (issues, 
compliance, engagement, accountability, etc.) report fewer changes in 
strategies/processes and less inclination to dialogue from the corporate side. We 
assume that respondents with this focus are more demanding than others. 

Respondents attaching greater importance to companies’ value chain report more 
conflicts; this effect is somewhat puzzling – also relative to other links that were 
detected (or not detected); it could be spurious. 

The greater importance of general CSEP dimensions (e.g. compliance, accountability 
and engagement) is linked to less indifference from companies. This could suggest (1) 
that stakeholders with this more general focus are less demanding, and/or (2) that 
companies are more likely to move on such general CS dimensions – which would 
also mean that concrete changes in behavior are rare. 

We also found a positive effect of the importance of employment and philanthropy on 
innovation. It is very likely that this link is due to respondents’ narrower and less 
demanding view of corporate sustainability, i.e. they overestimate their effect on 
innovation relative to other stakeholders. Furthermore, the importance of (1) 
compliance, accountability and engagement, and (2) effects in the value chain are 
negatively associated with the frequency of strikes. The importance of employment 
and philanthropy is positively linked to the frequency of strikes. Whereas the two 
negative links are difficult to interpret (could be spurious), the positive ink reflects a 
plausible association between employment (typically most important to unions) and 
strikes. We detected several puzzling effects of CSEP importance on corporate 
reactions and value drivers. This is not surprising, since the importance is a proxy for 
stakeholders’ motivation, which is then translated into disciplining mechanisms that 
have a much more immediate effect (see Figure 1). 

5.4.1.2 Monitoring mechanisms 
Clientele-based monitoring is negatively linked to changes in business strategies and 
processes and effects on innovation. This is plausible, since this form of monitoring is 
inaccurate and indicates the lack of one’s own agenda. Clientele-based monitoring 
also increases stakeholders’ effects on the license to operate (enforcement and 
legislation). This most likely reflects primarily communities’ and governments’ 
reaction to the demands of their constituencies. 

5.4.1.3 Transmission mechanisms 
Our regression analysis shows that cooperation rather than confrontation induces 
changes in strategies/processes and willingness to dialogue.  

We are also able to link engagement to innovation. Since no other transmission 
mechanisms affect corporate value drivers, we conclude that companies react to the 
upside of innovation by engaging with stakeholders (e.g. NGO-business partnerships) 
– in line with our interviews. Obviously the downside of advocacy has no significant 
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implications, which again reflects companies’ recent learning in the field of issue and 
stakeholder management. 

5.4.1.4 Decision-making 
Decision-making based on corporate characteristics such as corporate power, 
visibility, reputation, etc. leads to changes in strategies/processes and willingness of 
dialogue; it also has greater effects on brand and reputation, and on the frequency of 
strikes.  

This is in line with companies’ substantial bargaining power: More effective 
stakeholders choose their target carefully, depending on corporate image, visibility, 
etc; they are opportunistic rather than issue-focused and are willing to engage. 
Obviously the opportunistic approach is particularly effective when it comes to 
targeting highly visible brands and companies through e.g. boycott campaigns and 
strikes. 

Advocacy and issue-based decisions lead to more conflicts. Obviously, stakeholders 
concentrating on issues and advocacy are less effective, which reflects high 
compliance levels in Europe and – again – significant corporate bargaining power and 
sophistication in dealing with advocacy: Companies feel overregulated already on 
certain issues and can afford to oppose certain stakeholders. 

Finally, we ascertain a positive effect of systematic decision-making on targeting 
companies’ license to operate. Changes in the license to operate (legislation and 
enforcement) are primarily determined by communities and governments – although 
other stakeholders have an indirect influence through political lobbying. The detected 
link suggests that meaningful changes in the license to operate are likely due to 
systematic rather than ad hoc policy changes. 

5.4.2 Determinants of stakeholder satisfaction 
Our regression analysis revealed several significant effects of corporate reactions and 
value drivers on stakeholders’ satisfaction. 

Stakeholders’ overall satisfaction level is positively affected by corporate change and 
willingness to dialogue, and negatively affected by corporate indifference. Both 
results are self-explanatory. Overall satisfaction is also positively affected by effects 
on innovation and brand/reputation. Also in light of the findings presented above, we 
conclude that these two value drivers (rather than the license to operate and the 
frequency of strikes) are most effective in influencing companies. 

Stakeholders’ satisfaction with issues is linked neither to any kind of corporate 
reaction nor to effects on value drivers; the same applies to satisfaction with basic and 
Eurocentric CSEP. Satisfaction with general CSEP is positively affected by corporate 
change and willingness to dialogue, and by effects on innovation and 
brand/reputation; it is negatively affected by corporate indifference.  

Hence, we ascertain that satisfaction is very issue-specific and cannot be linked to the 
mere frequency of a corporate reaction or targeted value driver. It is plausible that – in 
contrast – a more general and softer dimension of CSEP exhibits precisely these links, 
i.e. more intensive dialogue and changes to processes influence stakeholders’ 
perception of companies’ willingness to provide transparency and engage. A potential 
mitigating effect on a particular issue perceived by the stakeholders is much less 
obvious. 
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Finally, the missing link between satisfaction with basic and Eurocentric CSEP (i.e. 
employment and philanthropy), on the one hand, and corporate reactions and value 
drivers, on the other, indicates that companies hardly move in this field: Philanthropic 
activities are almost never the goal of a stakeholder action. Furthermore, employment-
related issues are addressed on the basis of regional and corporate competitiveness; 
most union efforts have been rather ineffective in recent years. 

6 Conclusion 
Despite the small and partly heterogeneous stakeholder-specific samples, we obtained 
a somewhat conclusive picture of respondents’ key characteristics and causal effects 
between the different concepts investigated. 

The factor analysis revealed a coherent set of concepts (see Table 2). It pointed to a 
distinct meaning of philanthropy and compliance among the items measured. 
Furthermore, we were able to distill different dimensions in stakeholders’ motivation 
(CSEP importance) and satisfaction, their disciplining mechanisms and effects on 
companies from our data. 

The subsequent cluster analysis revealed three clusters, referred to as challengers, 
bystanders and skeptics. They can be briefly characterized as follows: 

- Bystanders are the most satisfied stakeholders. Their disciplining mechanisms are 
dominated by engagement (rather than advocacy) and determined through 
systematic and opportunistic decision-making. Overall this could plausibly be in 
line with their higher (self-perceived) effectiveness in influencing companies. 
However, the relatively strong focus on employment and philanthropy and 
opportunistic rather than issue-based decision mechanisms suggests that higher 
effectiveness and satisfaction are partly due to relatively lower expectations and 
issue awareness. Hence, typical bystanders are governments, unions and 
communities. 

- Challengers are highly motivated and dissatisfied with current levels of CSEP. 
They tend to take an advocacy stance, based on underlying social and 
environmental issues. 

- The skeptics attach relatively little importance to CSEP, overall they are also 
dissatisfied. This level of dissatisfaction can at least partly be attributed to a lack 
of disciplining mechanisms (monitoring, transmission and decision). It also goes 
hand in hand with their relative ineffectiveness in influencing companies. 
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Table 3: Key findings of cluster comparison 

Characteristics 

 

 

Clusters   

Monitoring 
capacity 

CSEP 
importance 

Satisfaction Actions to 
influence 

Operational 
approach and 
attitude 

Decision-
making process

Decision-
making 
criteria 

Effect on 
companies 

Challengers 

Primarily NGOs, 
governments and consumer 
organization 

High High Low Primarily 
advocacy Advocacy Less systematic Primarily issue-

based Less effective 

Bystanders 

Primarily corporate suppliers 
and customers, unions 

High High – focus on 
basic CSEP High Primarily 

engagement 
Advocacy and 
engagement Most systematic

Primarily based 
on corporate 
characteristics 

Most effective 

Skeptics 

Primarily corporate suppliers 
and customers, communities, 
media 

Low Low – focus on 
basic CSEP Low Few actions Negligible  Least systematic

Issues and 
corporate 
characteristics 
least relevant 

Least effective 
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Finally, correlation and regression analysis revealed several interesting causal patterns 
in our data. The importance stakeholders attach to CSEP (and individual dimensions) 
is clearly associated with disciplining mechanisms (monitoring, transmission and 
decision mechanisms). Furthermore, engagement and quasi-regulation go hand in 
hand with systematic and opportunistic decision mechanisms. This plausibly points to 
(1) the need for stakeholders to assess their potential target/partner more 
systematically, and (2) existing bonds between the corporate sector, on the one hand, 
and governments, communities and financial institutions, on the other. In contrast, 
advocacy is a valid approach for any stakeholders, regardless of whether decisions are 
taken systematically and intuitively. Intuitive decision-making is associated with 
issue-based rather than opportunistic decision-making. 

Advocacy and lobbying appear to be less effective transmission mechanisms than 
quasi-regulation and engagement. This softer approach is associated with greater 
(self-perceived) effects on the important value drivers (innovation and 
brand/reputation) and being less effective in inducing changes to business strategies 
and processes. As mentioned above, although these findings are largely in line with 
our interviews, they may also be partly caused by – on average – the lower 
expectations of convening stakeholders: Obviously an NGO campaign for phasing out 
nuclear power or closing a corporate facility is more ambitious than a NGO/business 
partnership, in which both parties agree on a set of social or environmental targets. 
The more confrontational approach is more likely to cause conflict since companies 
react with litigation and PR/lobbying. 

Innovation and brand/reputation are the primary levers stakeholders use to influence 
corporate behavior; companies’ license to operate is hardly threatened, also because 
the corporate sector defends it through corporate lobbying/PR and litigation. A 
consolidating view of our results on stakeholders’ effects on innovation suggests that 
the importance stakeholders (supposedly) attach to CSEP is a poor indicator of 
whether they use innovation effectively as a meaningful lever. This is obvious since 
innovation in companies has several external contingencies – as our research reveals: 
Stakeholders’ monitoring, transmission and decision-making mechanisms. 

So where does this leave us? Companies and most of their stakeholders follow the 
imperative of global markets and competitiveness: The stakeholders consider 
partnerships and engagement more effective – also because the corporate sector has 
learned considerably from past incidents, for example as Shell has done from Nigeria 
and Brent Spar. 

We found few players (out of the nine groups surveyed) that exert meaningful 
pressure on companies, apart from NGOs, which are increasingly frustrated about (1) 
companies’ newly learned abilities for handling – not resolving – their stakeholders 
and issues more systematically, and (2) other stakeholders’ widespread ignorance 
about corporate sustainability. This is precisely why the current largely incremental 
approach to corporate sustainability – characterized by stakeholder dialogues, minor 
modifications of processes and products, lots of window-dressing and few changes in 
strategies and culture – is, from a stakeholder management and profit maximizing 
point of view, absolutely rational. 
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Appendices 

Interview samples 

Stakeholder 
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Interviewees' 
position/role: D

E
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T
 

U
K

/I
R

L
 

PT
/E

SP
 

N
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di
c/

N
L

 

FR
A

/B
E

L
 

O
th

er
 

Governments 47 Head, deputy head, 
policy advisor, press 
officer 

17 4 6 4 9 7 

NGOs 48 Head, deputy head, 
department heads of 
campaigning and 
business liaisons, 
policy advisor, press 
officer  

18 13 5 10 2 0 

Consumer 
Organizations 

15 CEOs, department 
heads and deputy 

5 3 0 4 3 0 

Communities 18 Mayors, city managers, 
directors and 
department heads in 
local 
authorities/regulators 

12 1 1 3 1 0 

Financial 
institutions 

37 CEO, board member, 
analyst, director, 
general manager, vice 
president 

24 5 2 4 0 2 

Media 32 Editors, senior editor, 
freelance journalists 

12 8 4 4 4 0 

Unions 20 Heads, deputy heads, 
policy advisors, press 
officers, department 
heads, directors 

8 2 1 6 3 0 

Corporate 
customers 

32 Departments heads in 
supply chain 
management, 
procurement, 
contracting and or 
purchasing  

18 2 0 10 2 0 

Corporate 
suppliers 

16 Departments heads in 
marketing and sales 

4 4 0 7 1 0 

Benchmarking 
interviews 

15 Sustainability officers, 
department heads of 
stakeholders relations, 
issues management or 
communications 

7 2 0 4 2 0 

Total 280   125 44 19 56 27 9 
Table 4: Samples per stakeholder and region – interviews 
 


