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ABSTRACT 

 

Corporate Social Responsibility (CSR) first gained importance as a risk management tool, but also as a 

value creation tool in the past couple of years. At the same time, CSR has been used as a driver of 

reputation, where the benefits of CSR are geared towards a better image of the company. Even so, 

the CSR focus has been on the external stakeholder side (customers, investors, NGOs), while the 

internal side (employees) has been neglected in the research. Specifically, very few studies have 

focused on linking CSR to employees’ impressions of the organization.  

The fast integration of CSR in the Private Equity (PE) sector is mainly influenced by the fear to lose 

investors if unethical investments were made. This study aims to analyze the PE sector, as it does not 

seem to be proactive in the field, although it seems to have the potentiality to emphasize and benefit 

more from sustainable practices, internally speaking. Hypothesis on the potential value creation of 

CSR initiatives through the reputation gap are addressed in this paper, studying the impact of 

reporting towards the customer-facing employees of a Danish portfolio company. Empirical evidence 

supports the fact that PE firms use CSR as a defensive tool, and that hidden value creation can be 

enhanced on a reputation side if used as a more proactive tool. In particular, results indicate that CSR 

improves employees corporate identity (also addressed as internal reputation) through different 

organization behaviors, particularly when the frontline employees are familiar with their company’s 

CSR projects. This implies that the more CSR is being communicated through the company, the better 

the reputation gap is likely to lead to value creation. Evolution and improvements of the study are 

suggested as promising future research paths. 
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INTRODUCTION and PROBLEM STATEMENT 
  

Private Equity (referred as PE in this paper) has grown from the equivalent of 1.5 percent of the global 

stock-market in 2000 to 3.9 percent in 2012, and has similarly boomed and busted alongside public 

markets while inexorably taking additional share and slowly drifting toward the mainstream (Ghai, 

Kehoe, and Pinkus, 2014). A few decades back, the mainstream of the company's operations were 

acting in an overlooked environment with heavy focus on growth, but there has been a radical 

change. The business world has increasingly been hold responsible for the negative impact of their 

actions on the environment and social issues by stakeholders such as as customers, governments or 

NGOs (Porter & Kramer, 2006). 

  

The structure of PE firms involves the PE fund itself, mainly supplied by investors; the general partners 

who manage the fund; and the portfolio companies that are meant to create value for the investors 

(Kaplan & Stromberg, 2009). When investing into a new firm, PE companies have their portfolio 

companies undertake three main sets of changes in order to create value. These are: financial 

engineering, governance engineering and operational engineering (Kaplan & Stromberg, 2009). 

Kaplan & Stromberg (2009) also argue that nowadays, most PE firms rather focus on the operational 

engineering in order to reach their investment return targets and requirements. The operational 

engineering refers to industry and operating expertise that PE companies use to generate additional 

value on their investments. Implementing CSR measures is part of operational engineering. 

  

When PE firms are taking over a company, the board of directors and management is taken apart. 

This is part of the governance engineering process. Acharya and Kehoe (2008) report that one-third of 

chief executive officers are replaced in the first 100 days and two-thirds are replaced over a four-year 

period. The Head of Corporate Affairs at Axcel, a Danish PE fund, stated in an interview conducted for 

the purpose of this study that “the change of management is done in the best interest of the 

company. To add more value to the company and to make sure that the company will exist when we 

sell it”, which reinforces the idea that a change in the board management is often conducted when a 
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PE company acquires a portfolio company. This action is called “expropriation of employees” in the 

literature and aims at creating value for a PE fund, by breaking implicit contracts with employees and 

adopting a more narrow-minded approach, focusing on shareholder value (Shleifer and Summer, 

1987; Renneboog and Simons, 2005). Poulsen and Thomsen (2012) emphasize that expropriation of 

stakeholders, and more specifically employees, does not necessarily represent an optimal strategy, as 

it may highly likely lead towards counterproductive and ultimately value-destroying behaviors. 

  

Following the previous statements, the acquired companies’ employees do not seem to be considered 

as main stakeholders for the PE firm, despite the fact that they could potentially bring more value to 

the investment than expected. In fact, PE companies consider investors to be the main stakeholder 

and act in order to comply with their requirements. The latter statement was confirmed by an 

interview conducted with the Head of Corporate Affairs of the Danish PE, Axcel. 

The empirical study of this paper highlights the potential importance of the relationship between the 

acquired companies’ employees and the PE firm itself. This fact deviates from the common literature 

theory of PE firms’ singular interest in shareholder value. 

  

Looking into the missed opportunities for value-creation in PE firms, it was found that PE firms were 

engaging in Corporate Social Responsibility (CSR) initiatives. Yet, they still did not seem to meet the 

minimum requirements required by today’s standards. The CSR initiatives are conducted defensively, 

in order to comply with investors’ wishes. Requirements are made to reinforce their trust in the PE 

firm (Head of Corporate Affairs at Axcel, PE firm). However, investors are influenced by both tangible 

attributes such as price and quality, and by intangible features including brand association, trust, 

supplier reputation and image (Cretu and Brodie, 2007; Mudambi, 2002; Mudambi et al., 1997). 

Furthermore, as Cumming and Johan (2006) discuss in their paper, the new International Financial 

Reporting Standards (IFRS) require institutions to be more transparent. This has been resulting in the 

adoption of more socially responsible programs from these institutions. Thereby, light is shed over 

the notion of CSR, a shift in the definition of corporate value is necessary (Berthon, 2010). 
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These findings of the importance of CSR have led more PE firms to undertake more CSR initiatives in 

their portfolio companies. Companies have regarded CSR activities as a necessity, and have been 

working on how to implement CSR activities within their business strategy (Porter and Kramer, 2006). 

The extent to which the funds perceive those necessities as important and take advantage of them 

varies. On one side stands the summarized concept from Lai, Chiu, Yang, and Pai (2010), who claim 

that companies should converge from CSR to improved brand performance through corporate 

reputation and industrial brand equity, and on the other side, CSR is viewed as a tool to deal with the 

shift of market power and the increase of “social risk” (Kytle, Ruggie, 2005). 

  

The PE business revolves a lot around business-to-business relationships which can be very complex 

and dynamic. Over the past decades, these relationships have slowly led to the increase of pressure 

points. The pressure points, most notably from civil society and stakeholders, constitute a social risk 

(Kytle & Ruggie, 2005). As a countermeasure to social risk, most PE firms choose to implement the ten 

points of the UN Global Compact (UNGC), such as the Danish PE firm, Axcel. The UNGC by itself is a 

great first step to creating a global platform for companies to engage in corporate sustainability and 

also allows PE firms to gain credibility and assure their investors that they are undertaking a socially 

responsible investment. Nonetheless, Knudsen (2011) argues in the European Business Review that 

“the firms that produce and sell their goods and services in countries with efficient government 

regulation benefit little from UN Global Compact membership” (Knudsen, 2011, The European 

Business Review). Hence, it could be argued that large multinational companies are only interested in 

the UNGC because it enables them to brand themselves as socially responsible, making them more 

appealing for customers and investors. The interview in this study with the PE firm Axcel confirmed 

the latter, in the sense that Axcel only adopted the CSR initiatives through the UNGC and UNPRI to 

comply with investors requirements. 

  

Used as a value creation tool rather than a risk management tool, it is argued that more added value 

could be brought to the companies from CSR initiatives. This use of CSR is in line with Lai, Chiu, Yang & 

Pai’s (2010) findings, who state that there is possible transition from CSR to improved brand 
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performance through corporate reputation. Through CSR initiatives related to the UNGC, the external 

reputation of the PE firm is being taken care of for brand management purposes towards investors. 

However, the internal reputation of the company, the one that affects the employee's point of view, 

remains overlooked. Although PE firms work on improved risk management and differentiation 

through CSR, which leads to an improvement of the external reputation (image) (Crifo & Forget 2012), 

the lack of relevant CSR initiatives for the employees leads to no impact on internal reputation. As 

Chun & Davies (2006) argue in their work, internal reputation (the way employees feel towards the 

organization (identity)) can be quite beneficial through the reputation gap concept. Hence, 

implementing only the UNGC as a CSR initiative limitates the organization value creation capabilities. 

  

To summarize, the study focuses on researching whether there is a link between CSR initiatives 

(adapted CSR reporting in this case) on one side, internal reputation and employee salience on the 

other side. Shall such a significant link exists, the research proposes that PE firms could benefit from 

extra-value creation, by requiring their portfolio companies to engage in more CSR initiatives, outside 

of the UNGC and UNPRI. Indeed, the PE firms could theoretically benefit from increased value of the 

business through the reputation gap concept, along with a method for an improved management of 

the employees as a stakeholder.  

  

Relevance of the Problem Statement: 

 

The problem that is being analyzed has large scale implications because of the number of PE firms and 

their combined equity and influence. Some of the biggest PE funds that operate in Scandinavia are 

Altor Equity Partners, Ratos, EQT Partners, IK Investment Partners, Nordic Capital, and Axcel. 

Combined, they represent a total of over 70 billion euros in investments and a rich history of over 200 

investments with close to a 100 exits. It is safe to say that more than 10.000 employees are affected 

by PE decisions. 

As previously mentioned, PEs are getting more involved with CSR, either through the UNGC, or the 

UNPRI. One underutilized approach to understand some of the potential costs and benefits of CSR is 
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to investigate the impact on employees. Research often addresses the way CSR impacts important 

stakeholders, more particulary the investors (e.g., Graves & Waddock, 1994) and customers (e.g., Sen 

& Bhattacharya, 2001), but less empirical evidence can be gathered regarding the effect of CSR 

towards employees (Aguilera et al., 2007; Aguinis & Glavas, 2012). Getting some relevant social 

policies through CSR can however highly benefit the business. As such, the French chain Léon, owned 

by the PE “OFI” saw potential gains in investing into CSR, employee wise, and improved the social 

policy of the restaurant. This initiative turned out to lower employee turnover from 102% to 38% 

between 2002 and 2009 (AFIC Sustainable Club, 2010).  

Employees are recognized in the literature to be a meaningful stakeholder as they are closely related 

to the business and are an essential resource (Crane & Matten, 2004). This is even more meaningful 

for service organizations, as employees usually interact directly with customers, which can impact the 

customers’ expectations (Davis, Chun 2006). Hence, the customers’ vision of a company’s reputation 

(image) is highly influenced by the interaction with the employees, as those employees represent the 

corporate identity (Lloyd, 1990: 182; Andriopoulos and Gotsi 2001). Following Mitchell et al. (1997) in 

The Theory of Stakeholder Identification and Salience,  employees as a stakeholder matter as they 

have significant influence on the corporation. Indeed, employees often perceive their job as a 

significant investment as through it, they gain specialized skills and experiences (Maltby & Wilkinson, 

1998) and as their job creates a sort of dependency regardingsocial relationships, self-identity, and 

self-actualization (Crane & Matten, 2004). This makes them greatly affected the firm’s actions, 

success or failure. Hence, the legitimacy of the employees should theoretically be high and recognized 

in the firm (Mitchell et al. 1997), as employees also have a moral claim towards the firm (Kaler, 2002). 

 

Following this argumentation, employees embody the stakeholder attributes of high legitimacy and 

high power. As previously argued, PE firms focus more on the public relations benefit from CSR 

initiatives and neglect the employees as a stakeholder. In that sense, CSR initiatives addressed 

towards employees, such as job security or improved reporting policies, could lead to extra value 

creation through enhanced employee salience and better internal reputation of the company. 
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As assessed, the concept of the reputation gap could be beneficial particularly in the service sector, 

where customer-facing employees can generate extra value, if their vision of the company (identity) is 

improved. PE firms already require their portfolio companies to enroll certain CSR initiatives such as 

the UNGC. By requiring them to also report the undertaken CSR initiatives towards the employees, PE 

firms could indirectly benefit from a possible value creation enhanced by the reputation gap, through 

the portfolio company employees, particularly for those portfolio companies working in the with 

customer-facing businesses. 

Gathering the above discussed issues and gaps, the following research question was formulated: 

 

How do CSR initiatives enforced by Private Equity (PE) firms towards portfolio companies in the 

service sector impact the PE stakeholder management and the acquired company's internal 

reputation, so that it could lead to overall value creation? 
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THEORETICAL & CONCEPTUAL FRAMEWORK 

 

a. Theory of Stakeholder Identification and Salience 

  

Stakeholder salience is a descriptive theory which is used to qualify the types of stakeholders, 

mapping who matters and is influential for the company. The authors of this paper firstly believe that 

portfolio companies employees are not valued enough by the PE firms, however, it is proposed that 

the better understanding of the undertaken CSR actions could enhance the employee's’ opinion about 

their influence and through it, make them a more important subject of interest for the PE owner. In 

order to investigate this statement, the stakeholder salience theory was chosen to figure out whether 

the implementation of better CSR initiatives reporting could enhance employee salience. 

 

The Theory of Stakeholder Identification and Salience by Ronald K. Mitchell, Bradley R. Agle and Donna 

J. Wood  (1997) responds to the plethora of definitions regarding what is a “stakeholder”’ and the lack 

of consensus regarding “Who and What Really Counts” in stakeholder management (Mitchell et al. 

1997, p.853-854). The Theory of Stakeholder Identification and Salience is an improvement to the 

stakeholder theory proposed by Freeman (1984). While the latter assumes that stakeholders 

represent distinct groups with valid needs and interests, regarding the entity they deal with (Freeman, 

1988), the Theory of Stakeholder Identification and Salience states that the management has a role in 

making sure the company balances the multiple claims of conflicting stakeholders and makes the 

most of it. It outlines how the company can satisfy the interests of stakeholders in a business, which 

makes the theory meaningful when assessing the diverse organizational stakeholder interests and the 

potential for conflict between these interests. The stakeholders’ theory as proposed by Freedman 

however does not give any primacy to one stakeholder group over another. That is why The Theory of 

Stakeholder Identification and Salience (Mitchell et al., 1997), will complement the perspectives in this 

study to identify the potential change of importance of the employees as a stakeholder in regards to 

PE portfolio companies. Mitchell et al. (1997) developed a descriptive model of three factors (power, 

legitimacy and urgency) that influence stakeholder salience. The strength of the salience helps to 
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define the priority that an organization should give to its stakeholders’ claims. Mitchell et al. (1997) 

claims that stakeholder salience is positively linked to the extent to which the three factors are 

“perceived by managers to be present” (Mitchell et al.,1997, p.873). 

 

 

 

 

 

 

 

 

 

 

 

 

  

The three dimensions constructing the salience according to Mitchell et al. (1997) help determine 

which stakeholder really counts in the first place. Other researchers such as Gifford (2010) further 

discussed the relevance of this theory, reputation wise, which reinforces the reason why The Theory 

of Stakeholder Identification and Salience was chosen to guide the reflection of this paper, as it also 

emphasizes on the concept of reputation (which will be further assessed in the literature review). 

  

POWER represents the influence of the stakeholder on the organization. Mitchell et al. (1997) define 

power as the degree to which a stakeholder has or can use coercive (physical), utilitarian (material) or 

normative (prestige, esteem and social) means to impose its will.  

Reputation wise, Gifford (2010) claims that power is linked to reputation risks. Public or private 

statements, depending on how powerful they are, affect the reputation of an organization. Hence, a 

successful engagement of the stakeholders may exert impact on reputation, through the power 

factor. 

  

Classification of stakeholders: Salience Model (Mitchell et al. 1997) 
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LEGITIMACY is a generalized perception that the actions of an organization are desirable, proper or 

appropriate within some socially constructed system of norms, values, beliefs and definitions 

(Mitchell et al., 1997). Within the salience model, legitimacy is divided into three types: individual, 

organizational and societal legitimacy.  

 Individual: depends on perceived professionalism, status and level of experience. It is the 

ability to build trust and develop a good relationship with management.  

 Organizational: is the level of credibility the organization enjoys in the market.  

 Societal: is the level of support the community express for the subject of engagement. 

  

URGENCY represents the extent to which an issue is calling for immediate action from a stakeholder’s 

perspective. Urgency embodies whether a factor is considered as crucial, critical and time sensitive. 

 

b. Stakeholder theory applied to Private Equity 

  

Many researchers recognize employees as a main stakeholders in a company, as they hold legitimacy 

and power attributes towards the company they work for (Crane & Matten, 2004). Yet, it seems like 

PE firms do not treat their portfolio company employees in coherence with those attributes. Indeed, 

following the insights from the Head of Corporate Affairs at Axcel, “it is up to the CEO [of the portfolio 

company] to find out how to motivate and treat its employees the best possible way”. Still according 

to the interviewee, the PE companies see investors as their main stakeholder, whereas portfolio 

company employees are only considered to “make sure the employees are the first to know about the 

change of management and does not see us [the PE firm] as an enemy”. All of the other stakeholders 

such as politicians, NGOs, and others have different amounts of influence depending on the field and 

portfolio differentiation of the PE.  

The following section will highlight the relevance of the Theory of Stakeholder Identification and 

Salience employee-wise in regards to the PE firms.  
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1. Employees: a main stakeholder 

Employees are closely related to the company they work for, which gives them a “peculiar role among 

stakeholders” (Crane & Matten, 2004, p.224). As such, they fulfill a fundamental role for the business, 

as they represent the key resource and represent the company among other stakeholders, acting in 

the name of the corporation (Crane & Matten, 2004). The latter point is particularly important for 

service organizations, as customer expectations are enhanced by the interaction with employees 

(Davis, Chun 2006). Thus, in the eyes of the customers, the reputation of a company is highly 

influenced by employee behavior, which embodies the corporate identity (Lloyd, 1990: 182; 

Andriopoulos and Gotsi 2001). From the firm’s perspective, employees have significant influence on 

the firm and have high power relative to other stakeholders (Mitchell et al., 1997). In theory, 

employees have a moral claim towards the firm (Kaler, 2002), and thereby, the legitimacy of the 

employees should theoretically be high and recognized in the firm (Mitchell et al. 1997). 

  

Following this argumentation, employees embody the stakeholder attributes of high legitimacy and 

high power. However, employees do not seem to benefit from a fair treatment from the managers. 

The next part will specifically assess the status PE portfolio employees. 

  

2. PE stakeholders: expropriation of the employees 

  

The structure of PE firms involves the PE fund itself, mainly supplied by investors; the General 

Partners who manage the fund; and the portfolio companies that are meant to create value for the 

investors. 

Due to the structure and work scheme of the PE, the PE organization is bounded and thus has to 

engage in low-risk investments so as to keep the investors protected, while maximizing the profit 

margin in short to medium term. A PE fund is raised and managed by investment professionals of a 

specific PE firm - the general partner and investment advisor (Stowell, 2012). 
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Portfolio company’s employees are not seen as main stakeholders from the PE firm’s perspective. 

More precisely, the strategy of a PE fund is to expropriate certain employees, mainly from the board 

of the acquired company.  

Expropriation aims at creating value for a PE fund. This action can be sparked by agency problems 

between the PE and the investors, or by or holdup problems between shareholders. (Ecchia, Gelter, 

Pasotti, 2009). Ecchia, Gelter and Pasotti (2009) also specify that no matter the reason for it,  the 

expropriation of employees ends up leading to a more narrow-minded approach focused on 

shareholder value. It is widely regarded that expropriation of stakeholders, especially employees, isn’t 

an advantageous strategy and could have serious negative implications such as identity and value 

destroying behaviors. All of this was summarized very well by the Head of Corporate Affairs at Axcel 

during the interview conducted for this study: “The change of management is done in the best interest 

of the company. To add more value to the company and to make sure that the company would exist 

when we sell it”. 

In the global business world, it is also reported that PE firms were blamed for their short-termism 

impacting employees, and for focusing on short-term financial outcomes rather than over long-term 

profits in their portfolio companies. 

   

Diagram of the structure of a generic PE fund 

source: DVCA, Active ownership and transparency private equity funds report, 2008 
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c. Reputation Institute: The RepTrack®  model 

1. Overview of the RepTrack®  methodology 

  

The Reputation Institute came up with a model for testing the relationship between CSR and 

reputation. The RepTrak® model from the Reputation Institute (2015) serves as a tool for reputation 

measurement and management. The tool relies on the idea that reputation can be measured by 

capturing stakeholders’ perceptions towards a firm. Both the emotional perceptions and the rational 

explanations of the reputation of a corporation can be analyzed through the RepTrak® model. While 

the emotional perceptions of a corporation’s reputation are measured through variables for 

organizational behavior such as feeling, esteem, identification and trust, the rational explanations are 

provided through the seven dimensions that are considered as reputation drivers (leadership, 

performance, product/services, innovation, citizenship, governance and workplace climate). CSR 

RepTrak® provides rational explanations to reputation according to three of those drivers, namely 

citizenship, governance and workplace climate. (Global CSR REPTRAK® 100, 2014) 

In a study by Vidaver-Cohen and Simcic Brønn (2013) it was concluded that corporate governance, 

citizenship and workplace climate are the three most important variables in Scandinavian countries 

when it comes to exploring the relationship between CSR and corporate reputation. Those three 

organizational process variables were found to contribute more significantly to corporate reputation 

in the Scandinavian countries, compared to the strictly business oriented ones, namely innovation, 

leadership, financial performance and product/service quality. As previously mentioned, the objective 

of this research paper is to discover any potential effects of CSR over internal reputation. Both 

emotional and rational perceptions are taken into consideration. The following section presents the 

chosen variables according to the RepTrack® model. Those variables assess the rational part of the 

effect of CSR on reputation.  
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2. Workplace Climate 

According to the Reputation Institute, the term “workplace climate” refers to the extent to which an 

“organization maintains good workplaces, treating and rewarding employees fairly” (Reputation 

Institute, RepTrack® Reputation Measurement Framework, 2015). 

In the literature, the term “workplace environment” represents how well the workplace is engaging 

employees, and to what extent this impacts the universal search for improvement of skills and or 

performance motivation. It is widely accepted that an employee's workplace environment is a key 

determinant of the quality of work and the individual level of productivity. 4 main characteristics were 

discovered to enhance a positive work environment. Those are “transparent and open 

communication”, which is key for the feeling of belongingness of the employees, “training and 

development focus” which stands for improvement of hard skills (productivity related) and soft skills 

(interpersonal and moral related), “recognition of hard work”, and lastly “strong team spirit” or sense 

of unity (Reputation Institute, RepTrack® Reputation Measurement Framework, 2015). To supplement 

the impact of workplace climate, Felps, Mitchell, and Byington (2006) conducted a survey in which 

they found that a “rotten apple” frontline employee could be disastrous for the productivity, leading 

to a drop-off between 30-40% performance wise. The workplace environment is represented through 

workplace climate and culture. The difference between the two, although they encapsulate the same 

values, is the responsiveness to CSR driven changes where climate is more sensitive in comparison to 

workplace culture. Konopaske and Ivancevich (2013) present workplace climate as a set of properties 

of the work environment, which are noticed either directly or indirectly by employees, and are 

assumed to be a major force in influencing employee behavior and performance. For the purpose of 

this research, the focus will be directed toward workplace climate, as it is one of the components of 

the Reputation Institute methodology testing for the impact of CSR over the reputation of a company, 

and as it is part of the working environment. 
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3. Governance 

  

The Reputation Institute defines “governance” as an “organization that is ethical, fair and 

transparent” (Reputation Institute, RepTrack® Reputation Measurement Framework, 2015). 

More generally speaking, governance is defined as all processes of guiding by different means such as 

laws, norms, power and language (Bevir, Mark, 2013) and it refers to "the processes of interaction and 

decision-making among the actors involved in a collective problem that lead to the creation, 

reinforcement, or reproduction of social norms and institutions." (Hufty, 2011, p.405) 

In other words, the main function of governance structures is to assess the dispersal of rights and 

responsibilities among various stakeholders in the organization and to consider the diverse rules and 

procedures helping the decision making in corporate affairs. Specifically in Scandinavia, governance 

plays a role of huge importance when reputation is formed, according to the Reputation Institute 

(2014). It is listed as having the second most influence on reputation after product quality & design 

(Global CSR REPTRAK® 100, 2014). On the other hand, corporate governance broadly represents 

different mechanisms, processes and relations that control and manage organizations (G. Shailer, 

2004) in an attempt to align stakeholder interests. (Tricker, 2009). The definitions for governance and 

corporate governance are very similar, and for the purpose of this project the term corporate 

governance will be adopted. Indeed, governance can be slightly broader than corporate governance, 

as governance refers to the process in different organizations such as governments, markets, families 

etc, while corporate governance focus is strictly on corporate affairs. 
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4. Citizenship 

  

The Reputation Institute defines “citizenship” as the degree to which a stakeholder believes that “the 

organization is environmentally friendly, a supporter of good causes and a positive contributor to 

society” (Reputation Institute, 2015). Gardberg and Fombrun (2005) present an interesting point of 

view of the definition of citizenship by stating that the stakeholder’s expectations of CSR policies and 

the level of support  a stakeholder provides to a firm are highly influenced by dominant regional 

paradigms of corporate citizenship. In other words, stakeholders have different expectations 

regarding the appropriate levels of citizenship activities depending on the company’s anticipated level 

of involvement in the community. 

“Corporate citizenship” encompasses the socio-economic duties that firms comply with as members 

of the society (Etzioni, 1988; Fombrun, 1997; Wood,1991). These refer to the responsibilities a firm 

must undertake as they are being granted with political and legal rights. Corporate citizenship 

includes activities such as corporate volunteerism, charitable contributions, support for education, 

support towards health care, and environmental programs (Gardberg and Fombrun, 2006). 

Hence, a company’s activities act as guidance for more or less customized citizenship, which leads to 

different levels of appropriateness. In other words, corporate “citizenship customization” represents 

the extent to which an organization adjusts its citizenship program to local conditions. 
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d. Conceptual Framework 

 

This paper will focus on the effect of corporate CSR initiatives towards the way employees see the 

company (internal reputation), and whether it can be used to boost profits through the reputation 

gap concept. At the same time, the paper will focus on whether CSR initiatives have an impact over 

the salience of employees, so as to assess whether conditions for the enhancement of the reputation 

gap thanks to CSR initiatives are set, and the risk of potential employee-related issues is lowered. For 

this, a model combining both the salience model and the internal reputation is being proposed and 

served as a basis to conduct a survey towards customer-facing employees of a portfolio company, so 

as to test for significant correlations between CSR-reputation and CSR-salience. CSR is set to represent 

an independent variable used to test for those relationships, while reputation and salience represent 

the dependent variables benchmarked towards CSR. The variables used by the RepTrack® model were 

selected, and tested through other sub-dependent variables (organizational-based self esteem, extra-

role behavior and organizational identification). The reason behind this two-dimensions dependent 

variables concept is that the RepTrack® variables assess the impact of CSR over the rational level of 

reputation only. Therefore, as the survey was conducted towards the employees, an emotional level 

was added through the introduction of the sub-dependent variables related to organizational 

behaviors. Those specific sub-variables were chosen as literature backing could be provided and 

because they would make the potential correlation more visible and understandable. 

  

As previously mentioned, the choice of the three representatives of the organizational process and 

the rational side of internal reputation is based on the RepTrak® System, which is a model developed 

by the Reputation Institute that measures a company’s ability to deliver on stakeholders’ expectations 

in 7 key domains (products / services, innovation, workplace, governance, citizenship, leadership, 

financial performance). The study of Cohen and Brønn (2013) benchmarked all those variables and 

found out that governance, citizenship, workplace climate from the organizational processes 

contribute the most to the corporate reputation, compared to innovation, leadership, financial 

performance, and product/service quality (Vidaver-Cohen, Brønn, 2013). Additionally, the 2014 Global 
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CSR RepTrack® study assess the growing importance of CSR for a specific stakeholder group 

(customers), through those three variables. The authors hence rely on the idea that governance, 

citizenship and workplace climate provides good insights in order to measure the impact of CSR on 

the organization behaviors of the employee stakeholder group. 

  

Furthermore, the purpose of this paper is to clarify the supposed effect of CSR initiatives on the state 

of employees as a main stakeholder for the PE firm. The salience model was chosen as this model 

includes three factors (power, legitimacy and urgency) that test for the importance of the 

stakeholders. Furthermore, as Peloza and Papania (2008) describe that “stakeholders with higher 

degrees of power, urgency and legitimacy will be more aware and scrutinous of CSR initiatives than 

stakeholders with lower power, urgency and legitimacy.” (Peloza, Papania, 2008, p.172). According to 

this research, moving the employees from a “non-factor” to an “important asset” in a PE owned 

service company would enable managers to respond to issues of concern among salient stakeholders, 

who possess the ability to impact the reputation and operations of the firm. In the end, improved 

financial performance is expected to follow (Peloza, Papania, 2008). 

 

The following literature review section aims at justifying the proposed links between the reputation 

variables and the organizational behavior sub-variables, and shed light on their relationship with the 

CSR initiatives. 
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Diagram 1: CSR-Salience model 
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Diagram 2: Research Question investigation framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Main research question: How do CSR initiatives enforced by Private Equity (PE) firms towards portfolio 

companies in the service sector impact the PE stakeholder management and the acquired company's internal 

reputation, so that it could lead to overall value creation? 
 

R1: Better CSR reporting affects the internal reputation that the employees have towards their company. 

  

H1a: Better CSR reporting significantly affects the organizational based self-esteem of the employees. 

H1b: Better CSR reporting significantly affects the extra-role behavior of the employees 

H1c: Better CSR reporting significantly affects the organizational identification of the employees. 
 

R2: CSR initiatives lead employees to have stronger salience within the company, and be ranked higher on the 

stakeholder evaluation matrix. 

 

H2a: Better reporting significantly affects employee perception of power from stakeholder salience perspective 

H2b: Better reporting significantly affects employee perception of legitimacy from stakeholder salience 

perspective  

H2c: Better reporting significantly affects employee perception of  urgency from stakeholder salience 

perspective  
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LITERATURE REVIEW 
 

This section aims at clarifying the meaning of the keywords involved in this research (namely CSR and 

reputation), and will provide literature and empirical support to the model presented previously. That 

model has been afterwards put into perspective through a survey to provide an answer to the 

research question. 

 

a. Independent Variable - CSR 

 

The idea of companies existing in order to make money for their investors is widely accepted as the 

core business concept. In recent years, the involvement of corporate social responsibility (CSR) in the 

business model can be clearly observed. CSR can be described as the undertaking of initiatives which 

benefit other members of society. However, there is an increasing feeling of uncertainty about what 

CSR stands for as well as what are the drivers which inspire corporate units to pursue it. This section 

will describe the notion of CSR and present the debate between narrow and broad view of corporate 

social responsibility, the link between CSR and the Triple Bottom Line (TBL) and examine the 

transformation of paradigms, from altruistic standpoint to the strategic point of view on CSR 

initiatives, so as to narrow the topic to the core interest of the current study. 

  

1. CSR - definitions, related theories 

  

The most popular concept of CSR was developed by Carroll in 1979 and it states that: “The social 

responsibility of business encompasses the economic, legal, ethical and discretionary expectations that 

a society has of organizations at a given point in time." (Carroll, 1979, Vol. 4, No. 4, p. 500). Carroll’s 

formulation serves as the base for modern CSR and is clearly reflected through the European 

Commission’s definition: “enterprises should have in place a process to integrate social, 

environmental, ethical human rights and consumer concerns into their business operations and core 

strategy in close collaboration with their stakeholders" (European Union Law,  COM(2001)366). 

Although the concept is widely accepted, many definitions have also been proposed in order to 
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explain the form and the content. CSR is one of the concepts that, being extremely broad, generates a 

legitimate debate (Lantos, 2001). One of the most addressed argument in the debates is the one 

Friedman mentions in his paper from 1970. He mentions that  social responsibility should be used to 

increase profitability. The exploration back in time for the genesis of the CSR idea made clear the 

recurrence of two purposes of CSR: altruistic and  strategic.  Over time, the definition itself evolved to 

address the paradigms of CSR, although they are still not resolved in the recent literature. The 

paradigms are subject of transformation due to the altruistic and strategic purposes (Mohanty, 2010). 

On one side, the altruistic purpose behind CSR stands for voluntarily participating in initiatives, which 

in most cases even sacrifice part of the business profitability. On the other side, the strategic purpose 

for CSR represents a policy for activity performing, which is advantageous for the community and 

leads to profit through goodwill actions. Despite being so different, it is clear in the literature that 

both command the defensive and offensive usages of CSR initiatives. In short, defensive CSR stands 

for situation in which it can be shown that shareholder value is protected, while the offensive CSR, 

also known as promotional CSR, stands for the opportunity to enhance brand image and reputation 

(Visser, 2011). Those purposes of CSR are put through a different perspective by Baron (2001), who 

argues that both performance and motivation are required to engage in CSR. Baron also states that 

the only purpose that could lead to profit is the strategic purpose of CSR.  

 

In regard to theories, CSR and its purposes can be linked to the Agency and Stakeholder theories 

respectively, which involve the social, environmental, and business operations in relation to all kinds 

of CSR initiatives. For a long period of time the CSR paradigm was dominated by the Agency theory 

(Mohanty, 2010). With everything stated about the two purposes of CSR, it is important to note their 

recurrence contributed to the evolution of CSR and made significant changes more influential, while 

the CSR paradigm has been through a transition toward Stakeholder theory. 
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2. Paradigms of CSR: which types of CSR matter 

 

 As assessed above, strategic CSR focuses on the economic benefit of the organization and aims at 

gaining some positives out of CSR. Those benefits can be from a wide variety, ranging from reputation 

and market acceptance to internal factors such as employee motivation, and perception of corporate 

image, which aim at profit maximization (Mohanty, 2010). From that point of view, CSR can be 

perceived as a measure, that organizations use so as to create value through the benefits mentioned 

above. Several studies in regard to strategic CSR have been conducted and confirm its positive impact. 

Porter and Kramer (2006) reach the conclusion that strategic CSR is more impactful in both 

performance wise and social wise. They have strengthened the argument formulated by Lantos (2001) 

who argues that strategic CSR is the only legitimate form of CSR for organizations, and Friedman 

(1970) who presents social responsibility only as a measure to increase profitability. Other research 

papers and articles reinforced the idea that CSR is able to positively affect profitability (Graafland and 

Smid, 2004). The reputation side and ability for value creation through it was identified before the 

genesis and growth of that idea by Fombrun and Shanley (1990). 

  

The other category of motive is the altruistic view which does not aim at any kind of advantage by 

practicing CSR and insists that CSR is desirable in its own right regardless of the impact it has on the 

company. According to Lantos (2001) the term altruistic, or humanitarian, CSR suggests, "genuine 

optional caring, even at possible personal or organizational sacrifice" (Lantos, 2001, p. 606). The view 

is also supported by the idea that companies seek legitimacy under the scrutiny of societal 

institutions, such as governments and media as pointed out by Weaver, Trevino and Cochran (1999). 

In short, what distinguishes strategic CSR and altruistic CSR is the motive of the managers adopting 

CSR. If the rationale for engaging in CSR is gaining some kind of a competitive advantage for the firm, 

then it is strategic CSR, and when there is an absence of any motive, leading to voluntary engagement 

in some initiatives, this would classify the CSR programme as altruistic CSR. 
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3. Motivation for undertaking CSR initiatives 

  

The purpose of this section is to provide an answer to the question “What causes organizations to 

turn towards CSR, and what results are they expecting to achieve through the implemented 

initiatives?”. There is an ongoing debate in regards to the above question and the answers to it 

gravitate between the previously described altruistic and strategic paradigms. Porter and Kramer 

(2002) support this twofold perspective. They have pointed out the pure philanthropic and pure 

business views focusing on social benefit and economic benefit respectively. To shine better light on 

these views, the authors decided to go forward with the work of Mele and Garriga (2004) who have 

identified four theoretical approaches to CSR, which bring out the CSR rationale. These approaches to 

CSR can be plotted into four categories, each having offensive and defensive side to it: 

1) Instrumental - present the organization only from economic point of view and the social activities 

are an instrument for wealth creation. Instrumental CSR equals profit maximization (Garriga & Melé, 

2004). It is famously advocated by Milton Friedman who argues that it would be unethical for an 

organization to engage in any other activies which don’t deliver profits to to the investors (Friedman, 

1970). Only companies that aim for short-term results adopt it (Boesso, Kumar, Michelon, 2013). 

Gond, Palazzo, and Basu analyze it through the mafia metaphor so to provide a new perspective 

about it (Gond, Palazzo, and Basu, 2007). They conclude that instrumental CSR has the power to 

accelerate a firm’s transformation to Mafia-like status of extreme profit maximization 

2) Political - main concern is the power of corporations on the political side. A prime example of this is 

business lobbying during political campaign in the USA. 

3) Social - in which corporations focus mainly on the satisfaction of society needs through the 

undertaken initiatives. Frederick in his work from 1960 presents the point that companies shouldn’t 

narrow their interest to only private reasons. Good examples of such companies are PeopleWater and 

SurveyMonkey, which provide a vital resource and an online platform for free. 

4) Ethical - based on the ethical responsibilities of the organization. The ethical category is more 

typical for large businesses who are already developed such as Novo Nordisk. 
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4. Debate around CSR 

  

The concept of Corporate Social Responsibility (CSR) in its present form originated in 1950's when 

Bowen wrote the book The Social Responsibilities of a Businessman. This was the inception of the 

debate, contending whether business has any social responsibility. This debate has large coverage, 

spanning from whether companies should adopt more strategic views of CSR and link them to societal 

or economic goals, in the short and long term, or focus towards altruism and put society on pedestal. 

Supporters of the narrow economic view of CSR maintain the idea that firms are socially responsible 

to a degree that they maximize profits while complying to the established regulation system (e.g., 

Easterbrook & Fischel, 1991; Friedman, 1962;). Sticking to this perspective, it could be argued that in 

order to reach, achieve and maintain corporate social responsibility, businesses should deliver returns 

to their investors, provide enough compensation for their employees, while maintaining the supply of 

goods and services to their customers. Taken together, these arguments lead to the conclusion that 

increase profits is the main social responsibility of business (Friedman, 1970). 

In contrasts, proponents of a more expansive view on CSR contend that businesses should use their 

power and resources for ‘‘broad social ends and not simply for the narrowly circumscribed interests of 

private persons and firms’’ (Frederick, 1960, p. 60;). As all the other companies, socially responsible 

ones should prioritize to be in solid condition, meaning to fulfill their economic goals and stick to their 

legal obligations. However, they should also comply with ethical standards not mandated by the 

institutions and engage in some philanthropic activities such as charities or fundraisers that help 

boost the citizenship image (e.g., Carroll, 1979; Wartick & Cochran, 1985; Wood, 1991). Research 

from Russo and Fouts (1997) tested the resource-based view of the firm theory and CSR, checking the 

correlation between higher levels of environmental performance and superior financial performance, 

they found that if adopted, CSR can help firms further their economic interest. Nonetheless, in its 

absence, the lack of CSR can hurt the economic interest.  

 

These statements thereby settle the debate in favour of CSR. However, CSR being such a broad topic, 

and from the continuously spawning new schools of thought, it is safe to urge some caution because 
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existing studies have some methodological limitations; large companies are always chosen for 

research over small ones due to the fact that their undertaken CSR initiatives are more visible and 

easier to analyze. Thereby, key control variables are overlooked from some analyses, and nearly all 

the studies are correlational and cannot provide a definitive answer to whether CSR improves 

financial performance or has a negative impact. (e.g., Griffin & Mahon, 1997; Margolis & Walsh, 2003; 

McGuire, Sundgren, & Schneeweis, 1988; Peloza, 2009; Ullmann, 1985; Waddock & Graves, 1997). 

Nonetheless, the debate having been settled, the predominant concern appearing in CSR literature 

does not seem to be whether CSR is the responsibility of business, but rather to pose it and validate 

the argument that CSR is worthwhile by itself or is engaging, because it is in the long term interest of 

corporations to do so in order to stride for sustainability. (Van Oosterhout and Huegens, 2006).  

5. Triple bottom line  - CSR connection 

 

Many important conceptions and approaches have been created, each trying to mark its own area in 

terms of perspectives regarding CSR. Those conceptions can be categorized as  

1) the concept of Corporate Social Performance (Carroll, 1979; Wood 1991), which is essentially a 

performance (outcome) oriented approach to CSR and is no different from short – term strategic CSR.  

2) Similarly, the Corporate Social Responsiveness (Frederick, 1987) refers to the ability of the firm to 

cope with the social dimension presented through the social risk  in the dynamic environment and 

describes CSR only from an environmental perspective.  

3) the concept of Corporate Citizenship (Marten and Crane, 2005) sees a corporate as a citizen having 

rights and responsibilities. Corporate citizenship concept, alongside with the rise of ecological 

concerns, gave rise to the Triple Bottom Line (TBL) approach. That approach used by J. Elkington 

during the mid-1990s went beyond the usual measures of profits, and shareholder value in order to 

include environmental and social dimensions.  

 

Since then, the TBL accounting towards CSR have been growing across for-profit, nonprofit and 

government sectors. Within the current paper, the TBL accounting approach was essential in the 

creation of the shortened version of the CSR report which was shown to the Ball Group employees. 



 29 

The social, environmental and economic sections in the proposed report were directly influenced by 

the three bottom lines (people, planet, and profit). 

 

6. PE and CSR 

 

CSR concerns are growing among business communities, and it is more and more recognized that 

resources and capabilities may create economic value for a firm, depending how those resources are 

used (Burke, Logsdon, 1996; Kanter, 1999). It nonetheless seems that PE companies only integrate 

CSR in their business model as either a risk management tool or a differentiation tool. 

  

As stated before in the theoretical and conceptual framework, although portfolio companies 

employees are not neglected by the PE firm, there are nonetheless not considered as a main 

stakeholder. Managers (represented by the general and limited partners), are a key component of the 

structure and are the most influential stakeholder regarding the action and strategy of a PE firm. Yet, 

it is difficult to find references to CSR concerns among fund managers (White, 2006). The Head of 

Corporate Affairs at Axcel PE firm stated during the interview conducted by the authors of this project 

that Axcel “choose to do what we think would create the most value in the shortest most efficient way. 

It would rarely be initiatives like CSR”. However, PE firms engage in CSR initiatives such as the UN 

Global Compact, as a risk management (defensive) tool, to comply with investor requirements. So far, 

following the case of Axcel, CVC, and Dansk Vækstapita, three Danish PE firms, the main CSR 

initiatives taken concern the UN Global Compact. CSR as a general definition addresses the relation of 

business to society, which obviously raises pain point regarding rights, justice, and human welfare. 

The UN global Compact addresses those points, asking businesses to align their operations and 

strategies with ten universally accepted principles in the areas of human rights, labour,environment 

and anti-corruption. Yet, those points remain very general and rather apply to companies operating 

globally, to ensure that business practices  benefit economies and societies everywhere. It can be 

argued that, in Denmark, such policies are already part of the Danish Business Code of Conduct. 

Employees in Denmark do not really directly benefit from the UN Global Compact principles. The UN 
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Global Compact is therefore useful for PE entities as a matter of risk management tool for portfolio 

companies that operate in countries that do not hold such policies in their national code of conduct. 

This statement is reinforced by Knudsen (2011), who argues that “the firms that produce and sell their 

goods and services in countries with efficient government regulation benefit little from UN Global 

Compact membership” (Knudsen, 2011). The UN Global compact is hence viewed more as a strategic 

risk management tool rather than social improvement instrument or PE companies, that serves as a 

risk management tool to secure investors’ funds, and to comply. As quoted by the Head of Corporate 

Affairs at Axcel, the UN Global Compact “is basically a risk management tool. I must be honest and 

admit that it is not because of any society risk.”  

 

CSR is also being seen as a differentiation tool (Arora and Gangopadhyay, 1995; Fisman et al., 2007), 

in an industry that does not fully use CSR as a strategic and proactive tool, such as PE firms. Indeed, as 

finding investors seems to be more difficult for independent funds compared to captive funds, those 

independent funds, such as PE might as well use CSR as a differentiation tool to capt investors 

interests (Crifo & Forget 2012).  

 

PE firms “want to show that [they] can act as a responsible owner. And control risk better than 

others”.  (Head of Corporate Affairs at Axcel). That can be quoted as a CSR reference for PE funds 

which seem to be concerned with sustainable investments that secures investors financing. Hence, as 

socially responsible investment practices (SRI) seem to become more popular, this trend should in 

turn have an impact on the PE industry (Cumming & Johan, 2006). 
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7. CSR chosen as an independent variable 

  

In the previous segments of the work there has been a detailed clarification of what CSR stands for 

and how the term has evolved. There are many definitions of it, but for the purpose of the current 

study, the authors will rely on the most popular definition provided by Caroll, "The social 

responsibility of business encompasses the economic, legal, ethical and discretionary expectations that 

a society has of organizations at a given point in time"  (Carroll, 1979;p 500). From the existing 

literature it is found that, taken broadly, CSR initiatives can be segmented as either internal or 

external, determined by which stakeholder is influenced (Lee, & Kim, 2010). Also, they could be 

defensive or offensive in the context of the chosen CSR strategy. A widespread definition of CSR 

initiatives is the one provided by Barnett (2007), who describes them as a discretionary allocation of 

corporate resources, aiming at improving social welfare and establish better connection with the 

important stakeholders (Barnett, 2007 p.801). From this definition its apparent stakeholders are from 

huge relevance when discussing CSR and the related initiatives. According to the stakeholder theory, 

which is ruling over the CSR paradigm, strategies and initiatives are bringing positives to the 

organization, due to the fact that they improve the communication with stakeholders and the 

satisfaction of their desires. (Lee, Song, Lee, Lee, & Bernhard, 2012). The key stakeholder in this 

research are the employees. The reason for this is, that to some extent, they possess all the factors 

which are collected in the stakeholder salience model of urgency, legitimacy and power (Rodrigo & 

Arenas, 2008). Although one could assume employees are from immense importance to the 

organization and are tightly linked to the undertaken CSR initiatives, there has been lack of research, 

and not much is known about the behavioral response of employees in regard to the organization's’ 

CSR initiatives (De Roeck & Delobbe, 2012).  

 

Although there aren’t many researches linking employees to CSR, there is one which has explored the 

link between employees and CSR initiatives done by Rodrigo & Arenas (2008). They locate three types 

of employees in regard to CSR initiatives. The first type are committed and care very much about 

welfare, society, and justice so they are very responsive toward the initiatives. The second type of 
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employees are unconcerned towards them and value only their career development. Finally the third 

type are the ones who are concerned with the cost of CSR initiatives rather than with the impact of it. 

In the analysis part of the thesis, there will be a test for the type of employee in the survey so the 

effect of the CSR initiatives on the internal reputation can be adjusted in relation to Rodrigo & Arenas 

study. 

 

To summarize there are researches on how employees perceive CSR and how they are affected by it. 

But there is lack of studies on how exactly CSR initiatives affect internal reputation represented 

through one of the most important stakeholders - the employees. 

  

The authors of this paper conducted a survey to answer the research question, which was built 

presenting two scenarios testing whether a change coming from the undertaken CSR initiatives by the 

company (Ball Group) affects internal reputation in the employee's’ point of view. CSR reflects the 

independent variable used to analyze the results. The next sections of the literature review will 

emphasize on the dependent variables.    

 

b. Dependent Variables – Reputation and Salience 

 

As it may be recalled that the current paper aims at pointing out the impact of CSR initiatives towards 

internal corporate reputation in the eyes of the employees of a portfolio company, checking whether 

those initiatives can enhance both the salience of the employees and their view of the internal 

reputation of the company, so that CSR initiatives actually ease value creation, through the possible 

creation of a positive reputation gap. In order to do so, the authors have chosen to break the research 

question into two sub-research questions, one assessing CSR and possible influence on internal 

reputation, and one assessing the CSR and salience relationship. Those sub-research questions will be 

further tested through several hypothesis, taking each dependent variable into consideration, one by 

one, as presented in the diagram 2 in the Theoretical and Conceptual Framework. 
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R1: Better CSR reporting affect the internal reputation that the employees have towards their 

company. 

  

R2: CSR initiatives lead employees to have stronger salience within the company, and be ranked higher 

on the stakeholder evaluation matrix. 

  

This section of the literature review will firstly clarify the notion of reputation. It will secondly assess 

the choice and related literature evidence regarding the dependent variables chosen reputation-wise 

to assess the sub-research question 1 and present the hypothesis in the matter. Finally, this section 

will present the dependent variables related to the salience model, along with the hypothesis used to 

provide an answer to the sub-research question 2.  

 

1. Reputation  

 

1.1. Reputation Overview  

 

As the literature analysis suggest, the behaviors implemented by the company itself primarily impact 

its reputation. 

  

Reputation is a broad concept, that several approaches try to define and identify. There have been 

many attempts to better define reputation, its incentives and the way to measure its impacts. Yet, 

researches do not agree on one robust definition that captures the entire concept. In that sense, the 

reputation paradigm needs to be discussed so as to choose the perspective that best fit with the goal 

of the research. The authors will in this section address the perspective and definition chosen to 

conduct their research, more precisely highlighting the discipline and school of thought that will guide 

the thesis. 

  

The reputation paradigm can first be addressed by categorizing the corporate discipline focus. 

Fombrun and Van Riel (1997) propose 6 different views of reputation, according to its uses in 
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accounting, economics, marketing, organizational behavior, sociology and strategy. The economic and 

organizational behavior have been chosen as guidelines for this thesis. Economics define reputation 

as the perception that the external stakeholders hold towards the company; organization behavior is 

rather concerned with the perception of the internal stakeholders. This choice is justified by the 

problem explored in the thesis. Namely, the authors will have a deeper look at whether reputation 

can lead to value creation through the reputation gap, which involves the economic discipline. 

Besides, the core of the research question is centered towards employees and their change of 

perception of the company when some CSR initiatives are taken and communicated with them, which 

involves the organizational behavior side of reputation. 

  

Assessing a general overview of the concept of reputation, it also has to be noted that reputation is an 

intangible asset for an organization, identified as a core asset as it acts as an obstacle against 

competitive threats. Caves and Porter (1977), along with Ambrosini and Bowman (2001) identify 

reputation as a competitive advantage as it is valuable, difficult to imitate or substitute and generates 

returns for a firm. Generally speaking, reputation can significantly contribute to performance 

differences between different firms, due to its intangibility and complexity (Barney 1991). It can also 

be noted that in the literature a strong corporate reputation reflects the quality of the products 

and/or services granted by the company (Carmeli and Tishler, 2005), and suggests that a strong 

reputation stands for an organization that is responsible and treats its stakeholders well. Finally, 

Peloza and Papania (2008) argue that reputation, if impacted by salient stakeholders, can lead to 

better financial performance. 

 

Reputation and financial performance have been a trendy topic among researchers. On top of Peloza 

and Papania (2008) insights, Fombrun and Van Riel (2004) argue that over five years, companies with 

a good reputation outperform those holding a weak one on all financial measures. Similarly, Davies et 

al (2004) calculated that 3 to 7.5% of the annual revenues directly benefited from good reputation.  
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Hence, although it is certain that a good reputation is essential towards the performance of a firm, it 

is a complex asset to manage as it is an intangible asset that varies among the different stakeholders 

and has multiple variables affecting it. Those variables can mainly be gathered into the notions of 

“image” and “identity” (Fombrun and van Riel 1997; Brown et al.’s 2006). While corporate identity 

reflects assessments held inside an organization (internal stakeholders), image is on the other side a 

representation of how the company is being viewed by external stakeholders, especially customers 

(Brown et al.’s 2006; Hatch and Schultz 2001; Davies and Miles 1998). 

  

1.2. Internal and external Reputation 

 

Looking at the concept a bit more into details, reputation can be defined a firm’s internal and external 

behavior and the way it handles relationships with its stakeholders. It can be defined as an 

aggregation of internal and external stakeholder perceptions. In other words, reputation is the overall 

stakeholder evaluation. Fombrun and van Riel (1997) count among the most influential researchers, 

who believe that “image”, “identity” and reputation should be considered with a holistic view. For 

them, the “identity” represents the internal stakeholders perception and is “a set of values and 

principles employees and managers associate with the company” (Fombrun, 1996 p.36), while 

“image” represents an external perception. This means that according to them, “image” and 

“identity” are concepts incorporated within reputation, where “identity” represents the internal 

perception of the organization, whereas “image” stands for the perception of external stakeholders. 

This detailed view of reputation is backed up more recently by Brown et al.’s (2006), who also argue 

that “identity” is the internal perception of a firm. 

  

The specific link between internal-identity and external-image split into the definition of reputation 

has been further discussed in the marketing and organizational behavior fields. Those field have more 

specifically focused on employees and customers as ambassadors of the internal and external 

reputation (Hatch and Schultz 1997; Davies and Miles 1998). This internal–external stakeholder 

interaction constitute the essence of reputation building, more specifically in the service 
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environments, where employee behaviors and perception of the firm strongly influence customers 

when facing them. Employees can thus reinforce the link between internal culture and brand identity, 

which allow organizations to narrow the gap between “identity” and “image” (De Chernatony 1999). 

 

 

1.3. Stakeholder management and Reputation Gap 

 

Chun and Davies further addressed the concept of internal and external reputation, and worked 

deeper on the possibility to narrow the gap between “identity” and “image” to create value. 

Following the view of Fombrun and Van Riel (1997) and Brown (2006), Chun and Davies built their 

research on the idea that “identity” and “image”  are core components of reputation. The internal 

reputation represents the employees view of the organization and is referred to as “identity”, while 

the external reputation represents customer perception of the corporate brand and referred to as 

“image”. 

  

Chun and Davies (2006) assess that the same corporate brand imagery does not have the same appeal 

to both internal and external stakeholders. Hence, employees and customers’ corporate brand 

satisfaction is affected by different factors (Donaldson and Preston 1995). Stakeholders alignment is 

usually mentioned as the main point of the stakeholders theory. As well, it is believed that the 

reputation views between employees and customers should be aligned (Hatch and Schultz, 2001), and 

that any gap should be reduced. However, alignment, defined as matching external brand image to 

internal views and values (De Chernatony, 1999, Hatch and Schulz, 2001), is not necessarily the key to 

enhance reputation (Davies, Chun, 2002). 

  

Indeed, in service organizations, customer expectations are enhanced by external marketing, and by 

interaction with employees (Davies, Chun, 2006). The reputation of a company is highly influenced by 

employee behavior, through which they communicate the corporate identity (Lloyd, 1990; 

Andriopoulos and Gotsi, 2001), and more specifically when it comes to customer facing employees. 

Hence, external stakeholders such as customers see the organization differently, depending on the 
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image these same internal stakeholders provide when interacting with them (King 1991, Kennedy, 

1997).  In order to create a reputation gap, the customers and employees perceptions of a company’ 

reputation should differ. In order to create a positive reputation gap, employees need to have better 

and stronger perceptions of the company than the customers (Davies, Chun, Kamins, 2010). In the 

research the potential changes in customer's perception of Ball Group are not taken into 

consideration. In fact, it is taken as a constant and only the potential change in the employee’s 

perception of the organization is evaluated. The reason behind it is described by (Chun & Davies, 

2006) assimilation-contrast theory and the transfer effect. 

  

Thus, aligning the stakeholders corporate brand imagery does not necessarily lead towards the 

optimal performance of a company. Employees are a key stakeholder regarding the performance of a 

company, and their interactions with the customers have a strong effect towards customers 

perceptions. 

 Furthermore, although reputation is the result of collective views and attitudes of organizational 

stakeholders towards the organization (Post & Griffin, 1997; Cornelissen, 2011), the construct of a 

reputation is rather founded internally, in “the sense making experiences of employees” (van Riel & 

Fombrun, 2007, p. 57). It seems that the main drivers of reputation are embedded within the firm, 

which means that reputation is primarily driven by the behaviors implemented within the firm 

(Dowling 2001). Reputation interacts diversely with different stakeholder groups. As such, the way 

employees see reputation has an effect on the way customers and communities see reputation as 

well (Carmeli 2005). Organizations, when managing their corporate reputation, should thus consider 

their relationships with stakeholders and pay attention to how stakeholders influence each other 

(Dutton and Dukerich 1991). In response to whether alignment of the stakeholders’ interest should be 

taken under consideration reputation wise, it can be argued that the two categories of stakeholders 

taken into account, customers and employees, see corporate responsibility as being reflected in 

similar issues. In other words, organizations can manage and demonstrate their responsibility by using 

a similar set of actions. Authors such as Carmeli (2005), Dutton and Dukerich (1991), and Smidts et al. 

(2001), built on this by linking internal and external reputations. 
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In today's highly competitive environment, firms need to meet the expectations of multiple 

stakeholders and compete for reputational status. As presented above, reputation is explained 

through several views, which take into consideration both internal and external effects of it and play a 

very specific role, because stakeholders make their decisions based on the reputational status of the 

firm in question. Given the importance of corporate reputation as a key intangible asset that firms 

carefully manage, understanding its consequences is of strategic importance. The study aims at 

exploring the effect of corporate social responsibility on internal corporate reputation, more 

specifically on the employee's’ identity, and aims at arguing the possibility for the portfolio company 

to benefit from a reputation gap. 

 

1.4. Reputation and CSR 

 

Clearly defining the responsibilities that corporations owe to the society has been discussed for the 

past decades. Although the earliest, basic and most common definition states that the first  

responsibility of any corporation is to provide a maximum financial return to its shareholders (Carroll, 

1991), which implies both economic and legal responsibilities, it is argued that those are limited 

responsibilities. Any firm aiming towards better corporate reputation generally also undergo ethical 

and social responsibilities.  Carroll (1991) himself suggests in his research that although economic 

responsibilities reflect the “raison d’être” of a firm, legal, ethical and discretional/philanthropic 

responsibilities also constitute the roots of a firm’s social responsibilities, that together respond to the 

overall expectations of the society towards to firm (Carroll, 1991). Furthermore, many recognized 

researchers in the field support this point arguing that the basics of a good reputation shall also 

embrace CSR standards (Fombrun, 2005). 

  

Hence, reputation and CSR are intimately linked in the literature. Comprehensive studies by Vidaver-

Cohen and Simcic Brønn (2013), (e.g., Graves & Waddock, 1994), and (Davis, Chun 2006), have 

explored the relationship between the two, and have come up with a variety of significant results. 
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Vidaver-Cohen and Brønn recognized and highlighted the importance of governance, workplace 

climate and citizenship for the connection between the two; Graves and Waddock focused on the link 

between CSR and investor interest coming from reputation; and finally Davis and Chun (2001) 

developed a framework of how improved reputation through CSR could lead to positive financial 

results. Therefore, CSR is assessed by different researchers as a critical element and a key dimension 

of reputation, suggesting that both reputation and CSR should be seen as “two sides of the same coin” 

(Hillenbrand and Money, 2007, p.274) rather than two separate concepts (Schnietz and Epstein 

(2005), Tucker and Melewar (2005), Hillenbrand and Money (2007)). 

  

CSR is often considered as a second priority, as its impacts on the performance of a company are still 

unclear. Many firms are reluctant to invest in both CSR and reputation management as the economic 

return is awkward to quantify (Fombrun et al. 2000a, b), despite the financial performance 

advantages coming from both good reputation and solid corporate citizenship. Following the 

interview the authors conducted with the Head of Corporate Affairs at Axcel, CSR is only used as a risk 

management tool and as it is difficult to prove the real value of CSR, economically speaking, PE firms 

do not consider CSR as a priority value creation wise (“I haven’t seen any analysis that can find out the 

value of CSR on the economic bottom line but of course there can be many other reasons and for us 

the main reason is the risk issue and also because our investor would like to know that we handle CSR 

issues so they can invest in our fund and make sure that they do not find themselves involved with that 

PE fund with another purpose.” Head of Corporate Affairs). However, as emphasized before, 

reputation is an intangible asset, that is as such difficult to capture as a whole and difficult to quantify. 

Although no empirical evidence financially proves the true value of CSR, it is highly suggested that 

with increasing competition and changing marketplaces, CSR becomes a competitive advantage 

(Karna, Hansen and Juslin, 2003). Reputation counts many drivers, among which, CSR. Loads of 

articles emphasize on that point, including Hatch and Schultz (2008), who suggest that the best CSR 

programs align a firm’s business and reputation objectives with social responsibility programs. 
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The arguments provided above suggest that the link between CSR and corporate reputation has been 

thoroughly investigated in the literature. Breaking it down the notion of reputation as internal and 

external, the arguments mainly support the fact that CSR affects reputation externally wise. It was not 

as deeply assessed internally wise, although research on that side can also be provided. As such, the 

link between CSR and internal reputation matters and can be build looking the working environment 

of the employees. As mentioned in the Theoretical and Conceptual Framework, workplace climate is 

part of the concept of workplace environment, and it is widely accepted that employee's workplace 

environment is essential and highly affects the quality of work and thе level of productivity. As a 

company is often personified, its reputation is represented through working climate, among others. 

This means that the way the employees are treated, the social relations of reciprocity and the way 

commitment and loyalty to the firm are rewarded matter (Voswinkel 2005). Overall, it has be kept in 

mind that the line between internal and external reputation is thin, as employees are actually also 

affected by the external reputation of the company, when they become a customer or when they 

hear about their company in the media etc. Hence, although the link provided between CSR and 

internal reputation is limited, the one between external reputation and CSR is strong enough to 

support the purpose of this research. 

  

The notion of reputation being clarified, the focus switches on whether it is possible to enhance 

internal reputation via CSR initiatives, so potential missed value for PE companies is highlighted. As 

this paper addresses internal reputation only through “employee image”, literature evidence 

regarding the chosen dependent variables will follow. As mentioned before, to investigate the 

proposed link between CSR and reputation, the authors chose to link the dependent variables 

extracted from the RepTrack® model (2014) and the Vidaver-Cohen and Brønn’s research (2013) 

(namely Citizenship, Working Climate and Corporate Governance, which according to Vidaver-Cohen 

and Brønn are the most important), with several sub-dependent variables. The first sub-research 

question that may be recalled as R1: Better CSR reporting affects the internal reputation the 

employees have towards their company leads to the idea that communication effects will have to be 

evaluated in order to answer R1. That is why sub-dependent variables linking communication, CSR 
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and reputation have been chosen, namely organizational-based self-esteem, extra-role behavior and 

organizational identification. Those provide a complete analysis of the sub-research question and 

reflect the effect of CSR on citizenship, working climate and corporate governance. Each sub-

dependent variable chosen is in fact linked with the dependent variables, and linked to a possible 

creation of value in the scholar reviews. The authors of this paper thus chose to assess the sub-

research question 1 using those sub-dependent variables, as they provide a more complex and 

thorough link between CSR, reputation and value creation, employee wise. Furthermore, the 

following sub-dependent variables were chosen so as to address both sides of emotional and rational 

causes for reputation, as being expressed by the reputation variables assessed by the RepTrack® 

model. 

 

2. Reputation Sub-Dependent variable 1: Organizational-based-self-esteem 

2.1. Self esteem and value creation 

 

 

Self-esteem gained popularity in the research field, as it has been proven that it influences human 

behavior (Lee J., 2003) and employee behavior, through work attitudes (Pierce & Gardner, 2004). The 

latter can be referred as organizational-based-self-esteem. Generally speaking, self-esteem 

represents a complete recognition of one’s abilities, meaning an individual evaluation of how people 

see and perceive themselves. Pierce and Gardner (2004) added to this general perception of oneself 

that organizational-based self-esteem also has a role on the actions, which means that individuals 

with greater self-esteem perceive themselves as “capable, significant, and worthy as an 

organizational member” (Pierce & Gardner, 2004, p. 593). In other words, Pierce and Gardner (2004) 

assess that people’s own feelings of competence affects self-esteem, which impacts employees 

attitudes and job satisfaction, hence performance. In the end, self-esteem and organizational-based 

self-esteem are close enough to be compared, as organization-based self-esteem is just a sub-branch 

of self-esteem itself. This means that everything that affects self-esteem will highly likely impact 



 42 

organizational-based self-esteem; all research found for self-esteem itself will hence also be applied 

to the concept of organizational-based self-esteem for the purpose of this research. 

  

Digging deeper in the definition, organizational-based self-esteem refers to the extent to which 

employees perceive themselves as valuable, of importance for the organization, and being worthy for 

it. (Ferris, Brown, & Heller, 2009). 

  

Based on the work on Pierce and Gardner (2004) about self-esteem, researchers agree that 

organizational-based self-esteem is being constructed from several factors, such as environmental 

effects to which workers are exposed; communication with other significant people in the social 

environment and finally, people’s own judgement of their competences. This leads to the conclusion 

that those determinants (signals and messages communicated to employees regarding their value, 

importance, and capabilities within the firm) were noticed to be positively related to organizational-

based self-esteem (Pierce & Gardner, 2004).  

  

A plethora of studies argue that the development of perceived trust in the mind of organizational 

stakeholders is a main outcome of corporate reputation (e.g., Walsh and Beatty 2007; Walsh et al. 

2009; Sarstedt et al. 2013). Such trust is also part of the organizational-based self-esteem, and one 

possible way to build it up is through the active reporting of the undertaken CSR initiatives so 

employees are not left looking from the outside in.  

 

2.2. The link between organizational-based self-esteem and citizenship 

 

A large amount of literature and empirical evidence regarding the construction of self-esteem can be 

found, as addressed above in i). Less literature directly linking CSR to self-esteem could be gathered. 

Nonetheless, general research and literature on CSR and employees proves that CSR positively 

impacts some metrics, including turnover intentions, organizational pride and commitment (Bauman 

& Skitka, 2012). Moreover, researchers discovered that a higher degree of participation into 

community outreach programs give employees the possibility to construct better positive social 
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benchmarks, overall allowing an improvement of collective self-esteem and greater level of 

identification with the firm through similar values (Bauman & Skitka, 2012). In addition, in his paper 

from 2006, Saks explored the effects of employee engagement and concluded it mediated 

commitment, satisfaction, and citizenship behavior. (Saks, 2006). This project partly explores whether 

better reporting towards the employees of the CSR initiatives taken by the company can enhance the 

citizenship of the employees, via the organizational-based self-esteem. The RepTrack® model (2014) 

defines the CSR variable citizenship as the extent to which a stakeholder believes that “the 

organization is environmentally friendly, a supporter of good causes and a positive contributor to 

society”. (Global CSR REPTRAK® 100, 2014). Hence, the research conducted by Bauman and Skitka 

(2012), and Saks (2006) provide evidence linking organizational-based self-esteem to “citizenship”, as 

the more “citizenship” the company gets and the more employees participate to the CSR programs 

conducted by the company, the better the organizational-based self-esteem et vice-versa. The 

authors therefore argue that better reporting of the CSR actions taken by the company regarding 

mainly the environment and the society can similarly affect both employees’ organizational-based 

self-esteem and citizenship towards the company. 

  

Furthermore, the main corporate social responsibility of a corporation is economic citizenship, 

through certain measures such as providing employees with training, career development and 

education (Lin, Baruch, & Shih, 2012). The development of such skills and trainings is proven to impact 

the self-esteem of employees in a positive way. Hence, it is suggested that citizenship has a positive 

influence over organization-based self-esteem (Lin, Baruch, & Shih, 2012). 

  

Based on the previous arguments according to which organizational-based self-esteem is linked to 

citizenship, and to provide insights to the sub-research question 1 (R1: Better CSR reporting affects 

the internal reputation that the employees have towards their company), the authors propose the 

following hypothesis: 

  

H1a: Better CSR reporting significantly affects the organizational based self-esteem of the employees.  
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3. Reputation sub-dependent variable 2: Extra role Behavior 

 

3.1. Extra-role behavior and value creation 

 

Looking into the behavior of employees at the individual level, it was noticed that the behavior and 

duties of employees are categorized as in-role and extra-role performance (Yap, Bove, & Beverland, 

2009). It has to be noted that in-role and extra-role performance are key elements of the job 

performance (Cho and Faerman, 2010). Extra-role behavior includes behaviors such as volunteering, 

listening and providing help to others, supporting the objectives of the firm etc. As such, in-role 

behavior refers to the formal requirements as presented in the various job descriptions (Cho & 

Faerman, 2010), whereas extra-role behavior encompasses unregulated behaviors that go beyond 

what is formally required and are thus not formally recognized by the organization. Generally 

speaking, extra-role performance helds two types of behavior, referred as organizational citizenship 

behaviors (OCB) and counterproductive work behaviors (CWB). OCB stands for actions beyond the call 

of duty to help individuals, while CWB could harm the organization (Dalal, 2005). Both are very 

difficult to assess value wise, and for the purpose of the research, only the OCB side of extra-role 

behavior is taken into consideration. As extra-role behaviors are not formally recognized in a contract, 

they are not officially part of the reward systems of the firm either, meaning that while a lack of in-

role behavior might be penalized, a lack of extra-role behavior should not negatively affect an 

employee (Yap, Bove, & Beverland, 2009). It is argued in this paper that extra-role behavior, which is a 

source of value creation as it is linked with performance, can be enhanced through better reporting of 

CSR initiatives. 

  

Indeed, it is generally agreed that both in-role behaviors and extra-role behaviors are vital for the 

firm, as they positively affect the productivity, performance and contribute to the establishment of a 

competitive advantage for the organization, by enhancing customer value and co-worker dedication 

(Yap, Bove, & Beverland, 2009). Those behaviors are very diverse and are mainly recognized as 

organizational loyalty; supporting behaviors towards either the organization, or other employees and 
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clients; or individual initiative. Those do not constitute an exhaustive list of all the possible extra-role 

behaviors, which are numerous. All in all, the idea that extra-role behavior positively affects the 

performance is supported by many researchers, including Yavas, Babakus, & Karatepe (2013), who 

encompass that these extra-role behaviors directly enhance the efficiency of an organization. The 

possible value creation coming from extra-role behavior has largely been investigated and provides 

empirical evidence of a positive link between the two. The following part will narrow this fact to the 

idea that CSR might affect extra-role behaviors, and thus contribute to possible value creation.  

 

3.2. The link between extra-role behavior and corporate governance 

 

As previously mentioned, governance is one of the variables used by the Reputation Institute to 

reflect the impact of CSR on the reputation of a company. Governance has been narrowed to 

corporate governance for the purpose of this research, that focuses on employees and internal 

reputation, as explained in the Theoretical and Conceptual framework part. 

 

The added value of extra-role behavior has been proven through prior research assessing the 

different employee-related results of extra-role behavior, suggesting that positive work related 

outcomes are possible (Stoner, Perrewé and Munyon, 2011; Yap, Bove, & Beverland, 2009). This prior 

research also suggests that there exist three potential motives that can initiate extra-role behavior: 

social abilities, organizational issues and impression management. From this point of view, corporate 

governance has a huge role to play, as the way the management and the organization as a whole are 

perceived by the employee can influence their willing to go beyond what is formally required in their 

contract. Also, the way the company is governed influences rights and relationships between 

stakeholders like employees and ultimately whether it is successful or not (Leblanc, 2015). Hence, the 

way the employees feel like they are controlled and directed by the corporation affects their 

willingness to engage in extra-role behavior. 
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Further, research also suggests that firms willing to enhance employees extra-role behavior should 

consider taking on psychological empowerment, as it positively impacts extra-role behavior (Cho & 

Faerman, 2010). Psychological empowerment can be referred as ‘‘the state or set of conditions that 

allow for employees or teams to believe that they have control over their work’’ (Maynard, Gilson, & 

Mathieu, 2012).  Lamm, Tosti-Kharas and King (2015) studied further the psychological empowerment 

concept and argued that employees perceiving corporate support towards the environment also 

undergo psychological empowerment. This is in line with the proposed idea of the research, whether 

the reporting of the already undertaken CSR initiatives is capable of leading to value creation. 

 

In other words, implementing and reporting more CSR initiatives is a signal of corporate governance 

unit which is aware of the significant effects of CSR, and the possible implications on the workforce.  

 

3.3. Extra-role behavior and working climate 

 

Parts of the employee behaviors analyzed in the context of being affected by workplace climate 

changes coming from CSR initiatives are extra-role behaviors. Konopaske and Ivancevich (2013) 

present workplace climate as a set of properties of the work environment that employees notice, and 

are assumed to influence employee behavior and performance.  

On one hand, there have been many research papers focusing on the relation between CSR practices 

and individual employee performance (Peterson 2004; Brammer, Millington and Rayton 2007; 

Valentine and Fleischman 2008). At the same time, coming from the social identity theory, an 

argument could be made that employee perceptions of CSR should reinforce their identification with 

the organization and serve to build up for employee job performance and extra-role behavior (De 

Roeck and Delobbe 2012; Newman, Nielsen, Miao 2014). 

On the other hand, it has been assessed before that workplace climate is being affected by CSR. 

Hofman and Newman (2014) pointed out that CSR directed toward employees, customers and 

government has an effect on the organizational commitment of Chinese employees. In a psychological 

research published in the journal of applied psychology regarding the effects of identification on 
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organizational commitment represented through prosocial behaviour, O’Reilly and Chapman (1986) 

concluded there is a positive relation between the two.  

Overall there is sufficient literature linking extra-role behavior, culture, and engagement, which 

support the author's idea that workplace climate can be represented through the degree of extra role 

behavior employees show towards the company. 

H1b: Better CSR reporting significantly affects the extra-role behavior of the employees 

4. Reputation sub-dependent variable 3: organizational identification 

4.1 Organizational identification and value creation 

 

For the past decades, the concept of organizational identification has increasingly been a subject of  

investigation in the management and organization fields (He and Brown, 2013). Organizational 

identification mainly finds its antecedents and backgrounds in social identity and self-categorization 

theory (Mozes, Josman, & Yaniv, 2011; De Roeck & Delobbe, 2012), theories that researchers look 

into whenever investigating employee identification. Social identification tends to happen whenever 

employees have a feeling of belongingness to a group within an organization (He & Brown, 2013), 

which tends to reinforce individual’s self-esteem. A  broader definition is given by Dutton, Dukerich, & 

Harquail, (1994, p. 239) as “the degree to which a member defines him or herself by the same 

attributes that he or she believes define the organization”. Organizational identification is hence a 

psychological link between a firm and its employees (Mozes, Josman, & Yaniv, 2011). 

 

Researchers assess organizational identification as dual construct, taking under consideration both 

corporate identification, enhanced when employees own values are in line with the corporate values, 

and group identification, built whenever employees interact with their colleagues (Podnar, Golob, & 

Jancic, 2011), suggesting that proper organizational identification should be measured on those two 

levels (corporate and group identity). Such statements have been taken under consideration in this 

research while building the questionnaire.  
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Organizational identification has gathered interest as it eases and generates different positive results 

for both employees and the firm in terms of employee satisfaction, performance and finally OCB (He 

& Brown, 2013). Similarly to self-esteem, the link between organizational identification and 

performance has largely been investigated in the literature (He & Brown, 2013). Although the 

outcomes of organizational identification in terms of financial performance have not fully been 

established yet, there is a growing interest and empirical support linking organizational identification 

(social identities) and performance (Van Knippenberg and Ellemers, 2003). Such statements are 

grounded into the fact that manipulations of social identity enhance the capabilities of groups beyond 

what is normally expected from one single individual (James and Greenberg, 1989; Ouwerkerk, de 

Gilder and de Vries, 2000; Worchel et al., 1998). This means that if organizational identity is adopted 

by all the coworkers, an overall enhanced performance rate can be expected. Furthermore, few 

studies started to point out that real material return can be created through “identity” (Wieseke et 

al., 2009). 

 

Together, these researches endorse the idea that valuable performance is linked the construction of 

social identity, thereby organizational identification. Additionally, it was previously pointed out that in 

order to create a positive reputation gap, employees need to have a good identity towards their 

company (Davies and Chun, 2006, Lloyd, 1990). Indeed, employees identify themselves with the firm 

they work for through reflected evaluation. This means that value creation through the reputation 

gap is possible, if the employees can identify with the company they work for. Overall, enough 

empirical evidence thereby support the fact that organizational identification is a source of value 

creation, mainly through performance.  

 

4.2 Organizational Identification and Working climate 

 

Organizational identity is defined as “insider’s perceptions and beliefs about what distinguishes their 

organization from others and can provide foundations for presenting images of the organization to 

outsiders” (Corley, 2004, p. 1146).  
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Empirical evidence found around the topic revealed that whenever employees think that a company 

is more attractive than another, their organizational identification thereby increases. Working 

conditions constitute a part of what makes an organization attractive, and researchers assess that CSR 

can potentially trigger a company’s appeal (He and Brown, 2013). Despite the large amount of 

research on organizational identification, few have conducted a thorough investigation between CSR 

and organizational identification (Mozes, Josman, & Yaniv, 2011). Even so, few studies provide 

empirical evidence that CSR initiatives enhance favorable behaviors, Lee and Kim (2010), De Roeck & 

Delobbe (2012) research does provide a positive link between CSR and employees’ organizational 

identification, supporting the idea that an organization’s CSR initiatives increase employees 

organizational identification and act as a pillar for companies willing to preserve a solid relationship 

with employees. In other words, having an attractive workplace climate, that can be enhanced 

through CSR, can strengthen the relationships with the employees by enhancing their organizational 

identification. 

 

Furthermore, the definition of organizational identification addresses the notion of culture, through 

the idea that culture represents a set of beliefs and values shared among a group of individuals 

(UNESCO, 2001). Organizational culture is represented through knowledge that is shared between 

members of the corporation and transmitted to others across time (Everett, 2001; Schein, 1984), 

which is essential for companies to establish and sustain a strong relationship with employees. As 

presented in the Theoretical and conceptual Framework section, workplace climate is a variable 

linking the impact of CSR on reputation. However, organizational culture has a crucial role in 

establishing of a productive workplace climate, due to the habits and behavior it enforces. This is 

summarized by Hofman and Newman (2014). According to them, CSR can be thereby be seen as an 

enhancer of workplace climate. In the end, both workplace climate and organizational identification 

are closely related, through the idea of culture.  
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4.3 Organizational Identification and Citizenship 

 

As mentioned in the theoretical framework part, the RepTrack® defines citizenship as the extent to 

which a stakeholder believes that “the organization is environmentally friendly, a supporter of good 

causes and a positive contributor to society”. Overall, citizenship reflects a company’s support of 

social causes and engagement towards the protection of environment issues. Hence, it can be argued 

that a greater level of reporting of the CSR actions taken by the company can affect the degree of 

identification of an employee towards a company value wise. As it may be recalled from the previous 

section, organizational identification can be defined as the likelihood between an employee’s self-

image and the image of a corporation (Podnar, Golob, & Jancic, 2011). Research in the area suggests 

that organizational identification is a key psychological process when investigating how CSR initiatives 

can reinforce employees’ organization relationship and attitudes (De Roeck & Delobbe, 2012). Thus, 

according to De Roeck and Delobbe (2012), employees should better identify themselves with the 

firm they work for if they feel that this same firms is being regarded well by other stakeholders. In 

other words, the perceived external prestige of a firm is supposed to impact the organizational 

identification  of employees, as perceived external prestige is constructed by the employees’ 

evaluation of an organization’s reputation (De Roeck & Delobbe, 2012). Similarly, Lee & Kim (2010) 

argue that the CSR participation of employees can impact their organizational identification. In other 

words, involving employees in CSR initiatives give them the opportunity to fulfill some of their own 

psychological needs. Doing so by using CSR initiatives, an organization helps the employees to identify 

better with the organization (Kim, Lee, Lee, & Kim, 2010).  

 

H1c: Better CSR reporting significantly affects the organizational identification of the employees. 
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5. Salience model variables: power, legitimacy, urgency. 

 

As mentioned in the Theoretical and Conceptual Framework, the salience model has three 

parameters which are used to evaluate every stakeholder. Those are power, legitimacy, and urgency. 

The definition and scholarly review of those parameters has been provided in the Theoretical 

framework, and will then not be repeated.  

 

Whether there is or isn’t a significant effect of CSR on the overall salience of company employees, it is 

of importance to determine if there is any significant effect on each of those three parameters. That is 

way three hypotheses are proposed and tested, to provide insights to the sub-research question 2 

“R2: CSR initiatives lead employees to have stronger salience within the company, and be ranked 

higher on the stakeholder evaluation matrix”. 

 

H2a: Better reporting significantly affects employee perception of power from stakeholder salience 

perspective 

H2b: Better reporting significantly affects employee perception of legitimacy from stakeholder salience 

perspective  

H2c: Better reporting significantly affects employee perception of  urgency from stakeholder salience 

perspective  

 

Overall, the conceptual framework can be summarized in the diagram presented at the end of the 

Theoretical and Conceptual Framework. 
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METHODOLOGY 
 

In the previous sections of the work, the main focus points were defined as CSR, stakeholder 

management and value creation through reputation. Those broad fields have been analyzed by 

plethora of researchers and have ignited a search for links between the multitudes of organizational 

parameters. The search for that link has been described in the problem statement section, alongside 

with the complex framework which is built on set of past researches coming from the most 

accomplished authors and institutes in the respected fields. The purpose of the following section is to 

present the methodology of the project and clarify the choice of the variables used in the analysis by 

describing the logical process behind their buildup.  

 

Based on the “research onion” by Saunders et al. (2011), Blaikie Design Social Research (2010) and the 

Creswell Research Design (2013), this section aims to explain the research philosophy, approach, 

design and process.  

    

a. Research Philosophy - ontology and epistemology 

 

Philosophical ideas are generally not explicitly appearing in research papers, although they still affect 

the practical outcomes of the analysis and need to be identified (Slife & Williams, 1995). Several 

different terms are being used to describe those ideas. As such, paradigms (Mertens, 2010), 

epistemologies and ontologies (Crotty, 1998), refer to the same as research methodologies (Neuman, 

2009). Regardless of the term, the philosophical ideas are crucial when choosing the research 

approach.  

 

The approach chosen here to drive the research is based on the onion recipe by Saunders et al. 

(2011). Saunders et al. (2011) distinguished ten different philosophies, from positivism to radical 

structuralist. In general, four research philosophies can be used in management research 

(positivism/post-positivism, realism, interpretivism and pragmatism). Those are categorized according 

to their ontology (which reflects how the researchers perceive the nature of reality); their 
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epistemology (which assess the researcher’s view of what constitutes acceptable knowledge); and 

lastly, their axiology, which describes the role of values in research (Saunders et. al, 2011).   

 

Regarding ontology, the current paper follows an objective, yet quite idealist view, based on the 

research objective and main research question. Indeed, the project mainly relies on the conclusions 

established by analysing quantitative data gathered through a scenario based survey, which ensures 

an objective view, complemented by qualitative data gathered through an interview. The realist 

ontological assumption argues that reality is independent of the observer, hence only what we can 

observe is relevant. On the other side, the idealist ontology stands for the fact that reality is 

constructed by the observer and is a collection of interpretations (Blaikie, 2010). Hence, idealists only 

understand reality by understanding those observing it, which was done through the survey and 

interview in this paper. 

 

As it may be recalled, epistemology determines what the researchers perceive as acceptable 

knowledge. In the present work, a combination of the post-positivist and constructivist 

epistemologies has been adopted. Distinct designs adopting different philosophical assumptions and 

theoretical frameworks have been adopted in this project, as the project involves mixed methods 

(Creswell, 2013) (qualitative and quantitative primary data - this point will be discussed further in this 

section). Therefore, the use of both constructivism and post-positivist epistemologies is being 

assessed as following. 

  

 

 

 

 

 

 

 

 

 

 

 
Source: Creswell (2003)  
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The post-positivist approach can be described as being reductionistic as it aims to reduce ideas into 

small samples which can be tested. This approach is used whenever involving quantitative data. In the 

present paper, post-positivism is being used to break down the employee group as a stakeholder 

according to the salience model and according to the organizational behavior/reputation variables 

(power, legitimacy and urgency on one side; extra-role behavior, organizational identification and 

organizational-based self-esteem on the other side). This reduction of ideas was made in order to 

establish a connection between the reputation, stakeholder management and CSR. However, it is 

important to note that, according to the post-positivist worldview, the knowledge is based on careful 

observation and actual measurement. Still according to the post-positivist approach, evidence is 

always imperfect. That is why the hypothesis tested through statistical tests are never fully proven, 

and instead the purpose is to fail to reject them if they cannot be accepted. Following the post-

positivist worldview in this paper, a theory combining the salience model and the RepTrack® model 

variables is presented and then used to test the hypothesis related to the main research question 

through a quantitative study (see Theoretical and Conceptual Framework c) ).  It has to be noted that 

standards of validity and reliability have been taken into consideration in order to minimize the risk of 

bias. As such, control variables have been assessed in the questionnaire. That is also part of the 

reason why non-parametric tests have been used to analyze the data, as the data did not comply with 

the assumptions necessary to undergo parametric tests. 

 

Constructivism, although it represents the polar opposite of the positivist worldview, also has an 

important role in the complex process of establishing the links needed to justify the variables used in 

this project. Mertens (2010) and Crotty (1998) summarize constructivism as being the subjective 

interpretation of individuals’ own experiences and meanings toward objects or/and things. Those 

views shouldn’t be narrowed down, and the more open the questions, the better the results are 

considered. That is why in the survey, most of the questions included a five-points Likert-type scale, 

so as to give the respondents the opportunity to fully express their opinion from extremely positive to 

extremely negative, with a neutral mid-point.  
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Furthermore, constructivism  was put into perspective to the qualitative data section, as a reflection 

of individual’s experiences and meanings towards the topic investigated here (CSR, reputation and 

stakeholder management). Two interviews were conducted (one with with the Head of Corporate 

Affair at Axcel, as a representative of the PE fund, and one with a sustainability and climate change 

partner at KPMG). The interviewees are widely respected experts in their field and their answers 

embody to a large extend the overall opinion, vision and strategy of their company. Other secondary 

sources regarding PE firms as a whole and Axcel’s point of view of CSR have been used, so as to 

complement the Head of Corporate Affairs’ insights. This ensured that the qualitative analysis data 

did not rely on few points of view gathered through the interviews. The interviews were fully reliable 

and in line with the overall spirit of respectively Axcel and KPMG, and not only the Head of Corporate 

Affairs’ and CSR expert point of view. Thereby, statements of Christian Frigas (managing partner at 

Axcel), among others, stated in the DVCA (Danish Venture Capital Association) report has been taken 

under consideration. The key behind this qualitative data is to point out the focus of the PE in regards 

to CSR, whether it is pegged to be used as a risk-management tool for the portfolio companies or as 

an aggressive brand-performance enhancing tool. This would lead to the creation of a parallel 

between, on one side, how employees are affected by the undertaken CSR policies in regard to both 

the salience model and the reputation gap concept, and on the other side, the ownership in regard to 

costs, necessity, and effectiveness. 

  

b. Research Approach 

 

When considering research strategies there is a choice between four widely recognized and accepted 

approaches, namely the inductive, deductive, abductive, and retroductive approaches. They represent 

the researcher's choice of technique towards the posed research question. The two most commonly 

applied strategies are the inductive and deductive ones. They differ from each other by their 

reasoning, which for the inductive strategy is from specific to general, and retrospectively from 

general to specific for the deductive strategy.  In this research, the deductive approach was used. It 

was prefered over the three other strategies because it provides safer logic, and suits better the 
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research design of breaking  down the stakeholder theory and reputation gap concept in order to 

examine their relation to undertaken CSR initiatives.  

As the use of an existing theory (The Theory of Stakeholder Identification and Salience, Mitchell et al. 

(1997)) was combined with CSR variables from the Reputation Institute (citizenship, working climate 

and corporate governance), the deductive approach was prefered. Indeed, the authors started their 

reasoning from general from an existing theory, and then combined it with other existing concepts to 

develop their own model. Furthermore, with the deductive approach, many assumptions can be 

made. The deductive approach is then accepted, if those assumptions are accepted and if the logic 

flows (Blaikie, 2010). As the literature reviews provide backup and empirical evidence building links 

between the concepts whenever possible as described below, the deductive approach was prefered. 

Diagram 2: Research Question investigation framework, as presented in the Theoretical and 

conceptual Framework reflects the deductive approach used in along this paper. 

 

As the aim of the project is to find out whether better CSR initiatives can increase the salience of the 

employees and enhance the possibility to create a positive reputation gap, a salience-CSR model has 

been created as the following: 

  

 Power, legitimacy and urgency are variables assessing the salience of a stakeholder (Michtell 

et al. 1997).  

 corporate governance, working climate and citizenship are variables used by the RepTrack® 

model from the Reputation Institute to represent the impact of CSR over a the reputation of a 

company.  

 

As assessed in the Theoretical and Conceptual Framework (see Diagram 1 : CSR- salience/reputation 

model), the model the authors created links CSR and internal-reputation using 3 sub-variables testing 

for the emotional side of reputation through organizational behaviors: extra-role behavior, 

organizational-based self-esteem and organizational identification. Literature review backup was 

provided when empirical evidence exists to strengthen those links.    
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c. Research Strategies: Case study 

 

The current project is based on a case study, from which both qualitative and quantitative data was 

gathered, from the portfolio company’s history, reports, employees opinions and owner’s insights 

(PE). 

 

Ball Group was chosen as the portfolio company to address this research question, firstly because it 

was one of the biggest PE portfolio company at Axcel in the service industry, which had a high number 

of customer-facing employees (clothing/retail). Hence, it ensured that data could be collected from 

these employees, so as the purpose of the research question (value creation through the reputation-

gap, that mainly applies to customer-facing employees) could be addressed. Furthermore, Ball Group 

had been owned by Axcel for a couple of years, meaning that the company has had time to 

implement the CSR initiatives required by Axcel. Finally, Ball Group is one of the few portfolio 

companies owned by Axcel that presented a public yearly CSR report that could be used for the 

purpose of this study. 

 

The following information summarizes the case study and company information on the matter. All 

information was gathered through the website of the company and the company’s 2010 and 2014 

CSR reports.  

 

The company known today as Ball Group was founded in 1988 with its primary aim being to provide 

fashionable clothing at reasonable prices while establishing and maintain strong business awareness. 

Since 2007 the company, has been owned by the Axcel PE firm. The majority share is 83% and the 

annual turnover of the company is DKK 600 mil. Since then, there has been apparent customer 

segmentation in order to broaden the customer base. (Ball Group CSR report, 2014)  

-      In August 2000, the brand Zizzi arose from a desire to offer fashion clothes in so-called plus sizes 

(42-56). Zizzi became an immediate success. 
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-      In August 2004, the brands Culture and Zizzi Jeans and in July 2006 the brand Zay were introduced 

to the market. PULZ started up in August 2007. So far their start has been a successful one. 

 

-      in November 2010, BURIN and Details by Zizzi emerged as Ball Group’s accessory brands. 

 

So far the concept is sold through approximatly 120 stores located in Scandinavia, Germany, Finland, 

Estonia, Netherlands, Russia, Belgium, and Iceland (Ball Group, 2014). Most of the stores are operated 

by franchisees which mean there is licensing of trademarks and business methods in order to sell 

branded merchandise and have central management. 

 

The company has a very healthy staff number of 373 employees (Ball Group, 2014) with the majority 

of them having been with the company for more than 5 years. In relation to CSR, Ball Group sees it as 

a tool to communicate its social commitment. Therefore, in 2011, the company decided to establish a 

CSR committee in order to strengthen and further structure. The board meets once a month and 

presents two times a year its proposition to the board of directors. The most important decision of 

the committee so far was made in 2011 when Ball Group joined the United Nations Global Compact 

(UNGC). It has to be stated the UNGC is only a stepping stone for corporations that want to engage in 

CSR and specifically for developed countries isn’t nearly sufficient (Knudsen, 2011). However, Ball 

Group is incorporating CSR initiatives through the yearly modified code of conduct which focus on 

human rights. Also, in 2013, a survey about possible areas for improvement guided Ball Group’s path 

to adopting a chemical testing program based on the requirements of REACH. An initiative regarding 

the underrepresented gender is also underway leading to the employment of 3 new female managers 

in 2014 only. The organization is also trying to influence improvements of the entire CSR area 

amongst its suppliers. (Ball Group, 2014). The BSCI certification has been added to the list of 

requirements that suppliers have to fulfill. The idea behind it is to stimulate motivation for 

improvement within all areas of the UNGC. In other words, it can be concluded the corporate 

responsibility of Ball Group is based on three key areas: labor and human rights, environment, and 
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business ethics. From this point of view, Ball Group has adopted Strategic CSR in the sense formulated 

by Porter and Kramer 2006). 

 

d. Research Choices 

 

In order to ensure a high degree of validity and reliability of the primary data gathered for this 

project, mixed methods have been used. Mixed methods combine different data collection methods 

so as to provide more comprehensive evidence and allow for a more complete understanding of a 

research problem. In this project, both qualitative data (interviews from experts of the field, the Head 

of Corporate Affairs at Axcel, PE firm; and the KPMG partner in climate change and sustainability 

services) and quantitative data (survey from the employees of Axcel portfolio company, Ball Group) 

have been gathered. As CSR itself is a well studied discipline, but has not been explored salience wise, 

the authors of the project decided that mixed methods was more appropriate as it reinforced the 

understanding of the research, compared to the use of a single method. The emphasis falls on the 

quantitative data gathered through the conducted survey, while the qualitative data produced from 

the interview with the Head of Corporate Affairs and KPMG Partner is used as a supplement and build 

up to the research. It has to be noted that the authors emphasized on the results from the survey, and 

conducted an interview as a supplement towards their research. Hence, the embedded method is 

used, as on one hand, it addresses different research questions (hereby referred as the sub-research 

questions R1 and R2, investigating the effect of reporting CSR over stakeholder management and over 

reputation gap), and on the other hand, helped the authors to gather information from different 

groups (manager and customer service employees of the portfolio company, Ball Group) and levels 

(PE - Axcel, and consulting - KPMG insights) within an organization. Thus, the embedded method 

enable the authors of the project to collect both qualitative and quantitative data simultaneously, 

allowing for perspectives from each. 
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Time Horizons 

 

The present project collected data through a cross sectional time frame, meaning that data is only 

collected once and in one short period. The data was collected in July. Hence, no sequences of action 

and social change over time can be analysed.  

 

e. Data collection: Techniques and procedures 

1. Participants 

 

The focus point of the research is the customer-facing employees at Ball Group, and their reaction 

towards the undertaken CSR initiative of reporting in compliance with the Triple Bottom Line concept, 

as used in the general definition of CSR and in the Global Reporting Initiatives (GRI) standards. Having 

in mind the sampling design and the number of samples, two main principles are taken into 

consideration; namely the representativeness and accuracy of the data (Easterby-Smith, Thorpe & 

Jackson, 2008). They are particularly important as they ensure the conclusions made from the sample 

are accurate for the whole population (from statistical perspective). Also, regarding the survey design, 

it is very important to secure a high response rate. It is mandatory so that the requirements of the 

central limit theorem are met and variance is normally distributed. The central limit theorem (CLT) in 

statistics claims that a sample of 30 can be assumed as a normal distribution, and can thus be 

representative of the global population. However the researchers felt the sample wasn’t big enough 

(N=49) and did not want to rely on the CLT only to prove the normality of the data. As more accurate 

statistical tests were conducted, the data showed no full normal distribution. This is why non-

parametric test such as Spearman’s rho and the Mann-Whitney U tests were conducted. The survey 

gathered 47 relevant responses (once the outliers were removed to comply with the assumptions 

required to be able to conduct a Mann-Whitney U test).  

 

The sufficient response rate was achieved through making the questionnaire anonymous. 

Furthermore, the length of the survey was taken into consideration (approx. 10 minutes). Stepping to 
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the fact the relationship between the number of questions and time spent answering each question 

isn’t linear; the questionnaire is made as short and simple as possible so engaged answers are 

obtained. In total, 40 questions were asked, grouped into themes. According to Easterby-Smith, 

Thorpe & Jackson (2008), another way to increase the response rate is to come up with stimuli for the 

respondents. In this case the incentive used is to present the current CSR situation of Ball Group 

inspired by the Global Reporting Initiative standards (GRI), and adapted in accordance to the Triple 

Bottom Line (TBL) methodology. The survey has been displayed on a survey platform named Survey 

Xtra. The authors made sure to collect data directly from the employees of the stores owned by Ball 

Group, namely Zizzi, Pulz, Culture and Educe, in Copenhagen and Copenhagen area: Frederiksberg and 

Albertslund. In total, data was collected through all the stores available around Copenhagen area, 

meaning 8 stores in total. The authors of the project met the employees in person in the stores, out of 

rush hours (weekdays, between 1am and 2pm) to make sure that the employees were available. 

Whenever the employees had time, they were asked to fill the survey directly through the internet 

link provided on the tablet distributed by the authors of the project. Whenever the employees were 

busy, a tangible paper survey was distributed and collected the day after, before reporting the 

answers on Survey Xtract by the authors themselves.  

 

Lastly the purpose of the research was explained to the participants. It  was also stressed out that 

there are no right or wrong answers, and that honesty matters the most. For the actual sampling, it 

was considered to use stratified random sampling and cluster sampling. The stratified sampling is 

done by dividing the population into several groups (strata), and then a probability sample is drawn. 

The cluster sampling also divides the population into separate groups called clusters, and then draws 

a simple random sample. However, when collecting all the data and seeing there wasn’t an 

abundance of samples, it was decided against using a sampling method and instead, after the removal 

of the outliers all the remaining data is taken into consideration. This way more flexibility alongside 

higher precision is achieved, without having the risk of being biased or data manipulation. 
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2. Design of the survey 

 

The survey questions are designed as the following: 

- the first section includes 2 questions for each of the organizational behavior dependant 

variables (organizational identification, extra-role behavior and organizational-based self-

esteem),as well as a group of questions testing for the salience dependent variables (power, 

legitimacy and urgency). 

- the appendix displays a 1 page CSR report adapted according to the GRI & TBL standards  

- the second section includes a set of questions for each of the dependant variables (salience 

and organizational behaviors). 

- A set of control variable questions was displayed at the end (age, gender, position, knowledge 

of CSR) 

 

The aim of the survey was to compare whether the opinion of the employees regarding their 

organizational behaviors and salience changed after having seen the brief CSR report, built according 

to the Global Reporting Initiative (GRI) Triple Bottom Line standard disclosures, as further assessed 

below. 

 

All the questions are designed to aim towards the same direction and are built according to the 

definitions found in the literature review. As such, organization-based self-esteem is defined as: “the 

degree to which an individual believes him/herself to be capable, significant, and worthy as an 

organizational member” (Pierce & Gardner, 2004, p. 593). LeRouge, Nelson, & Blanton, 2006 added 

the idea that self esteem also reflect the degree to which an employee thinks he is taken seriously in 

his/her company. Hence, direct questions using the same vocabulary, or very close synonyms, were 

used to reflect the essence of the definition, such as “I am valuable for Ballgroup” “I am an important 

part of Ballgroup” “I am taken seriously at Ballgroup”. Similarly, the definitions of the dependent 

variables themselves (citizenship, corporate governance and working climate) were fully represented 

in the survey through the sub-variables. As an example, the 4 main characteristics that are proved to 
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enhance a positive work environment are “transparent and open communication”, “training and 

development focus”, “recognition of hard work” and “strong team spirit”, as assessed in the 

Theoretical and Conceptual Framework section b)ii). Workplace climate was linked to extra-role 

behavior in the literature review. Extra-role behaviors include volunteering, listening and providing 

help to others, supporting the objectives of the firm etc.  Both the definitions of extra-role behavior 

and workplace climate were taken under consideration when building the questions of the survey. 

Indeed, the following questions, representing both “strong team spirit”, and behaviors such as 

listening, volunteering and helping others: “I help my co-workers with their tasks if they have too 

many “ “I pass along information to co-workers that have been absent”, “I take time to listen to my co-

workers concerns”. 

 

The set of questions between the first and the second section regarding the reputation sub-variables 

(organizational-based self-esteem, organizational behavior and extra-role behavior) is different. The 

authors decided not to ask exactly the same questions in both sections, in order to make sure that the 

answers would not be influenced by the previous answers, and in order to keep the respondent's’ 

interest. However, the set of questions designed for the salience is exactly the same in both sections, 

as those questions have been designed according to the definition of power, legitimacy and urgency 

by Mitchell et al. (1997), and do not allow much flexibility as the definitions are straightforward. In 

order to avoid questions that were not fully related to the definition if those variables, it was 

preferred to ask the exact same ones. 

 

The appendix presented in the survey displays a 1 page CSR report built as an adaptation to the 

specific standard disclosures stated in the GRI G4 (Global Reporting Initiative G4), and focusing on the 

social, environmental and economic aspects of the business. Hence, key information found in the Ball 

Group 2014 CSR report have been used and classified in a one page easy to read report in the 

following categories: economic, environmental and social, which are also in line with the Triple 

Bottom Line (TBL). The aim of this easy to read and understandable appendix is to check whether a 

better reporting regarding CSR help employees improve their salience and opinion towards the 
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company. The GRI G4 standards have been chosen to serve as a building point for the the appendix as 

they present “internationally agreed disclosures and metrics enable information contained within 

sustainability reports to be made accessible and comparable, providing stakeholders with enhanced 

information to inform their decisions” (Global Reporting Initiative, Sustainability Reporting Guidelines 

(2013), p 3.). Further, Tschopp and Nastanski (2013) suggest that GRI would be the best standard to 

provide decision useful information. The GRI remains a very thorough analysis that cannot be 

synthesized in one appendix. Hence, it was used as an inspiration of good reporting initiatives 

guidelines, through the TBL, which is highly connected to the concept of CSR, as emphasized in the 

literature review part. 

 

Finally, the survey was created in English, although most of Ball Group’s employees are Danish 

citizens.The reason behind this is that the survey is designed with two similar set of questions for each 

dependent variable, for which the wording is very specific and in line with the literature review 

definitions. Hence, as  Danish does not allow for as much vocabulary diversity, it has been decided 

that the survey should be displayed in English. The employees met in person in Ball Group stores have 

however been asked whether they felt comfortable with English beforehand. 

 

3. Data Analysis Strategy 

3.1 Quantitative data 

Non-parametric statistic tests were chosen to conduct the statistical analysis, as the data did not 

show normal distribution, and as the data was classified as ordinal, according to the Likert-scales used 

to design the answers (Easterby-Smith, Thorpe, & Jackson, 2008). Spearman Rho correlation tests 

were performed to outline the correlation coefficient between the control variables and the 

dependent variables. Similarly, Mann-Whitney tests have been performed to analyze the difference of 

opinion between the dependent and independent variables. Later, Mann-Whitney tests including the 

control variables were performed, so as to provide further explanations regarding the results.  
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The correlation results were analyzed through a 2-tailed test in order to test for statistical significance 

in both positive and negative directions, this way the alpha was split in half and only very high 

significance level was discovered. However 1-tail tests were also used when the mean ranks clearly 

showed the direction of the change so the entire alpha was used and not only extremely significant 

correlations were discovered.  

 

Independent variable: CSR was chosen as the independent variable. CSR was by default set with the 

value “1” for all answers given prior to reading the appendix. All answers given after the respondents 

read the appendix were benchmarked against CSR with a value of “2”. Later on, the CSR control 

variable was added to the Mann-Whitney analysis to provide further insights: depending on the 

knowledge of CSR by the employees, tested through the following control variables “Have you ever 

heard the term CR (Corporate Responsibility), also referred as CSR (Corporate Social Responsibility)?”; 

“What is your opinion of CSR? - Companies need to engage in CSR/ Companies shouldn’t focus in CSR/ 

Companies should only engage in CSR, if it relates to the business/ It doesn’t matter” and “How 

familiar are you with CSR projects in Ballgroup”. 

 

Dependent variable: The measurement scale used for the survey is based on a five-point Likert-type 

scale, which is an ordinal measurement scale (Easterby-Smith, Thorpe, & Jackson, 2008). As it may be 

recalled , this scale was first chosen for two main reasons. It firstly provides a neutral mid-point, 

which gives the participants the opportunity to respond even though they have no opinion regarding 

the question. Secondly, five-point Likert-type scale offers all the necessary options to represent the 

feelings of the participants, from extremes to moderate and neutral points. Hence there is no need 

for a more complex scale, as a seven-point scale for instance would actually be more confusing for the 

respondents. 

Hence, all questions such as “I am valuable” offered a possibility to answer from 1 to 5 (strongly 

agree, agree, neutral, disagree, strongly disagree), along with the possibility to not answer (don’t 

know). 
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Control variables: Control variables have been set to better sort the data and analyze it according to 

the employees knowledge of CSR, time spent at the company and position (manager vs customer 

service), age, gender etc.  

3.2 Qualitative data 

Apart from the survey that gathered quantitative data, this project furthermore takes primary 

qualitative data into consideration. As mentioned before, the authors emphasized on the results from 

the survey, and conducted an interview as a supplement towards their research, to strengthen the 

arguments made. Hence, the embedded method was used to ensure validity and reliability of the 

data. The interviews were conducted in a semi structured way, as they were driven as a discussion to 

valid some claims proposed in the problem statement. Nonetheless, attention was made to gather 

meaningful data. As such, to ensure the coherence of the interviews, both interviews included the 

same topics, meaning stakeholder management, CSR, reporting and the value of reporting for 

frontline employees. Furthermore, both interviewees were met twice; the first interview had been 

run as a pilot to guide the thesis in the very first months of the study. Recordings were made later on 

with a second interview, which checked more thoroughly the keypoints (stakeholder management, 

CSR, reporting and the value of reporting for frontline employees).  

 

The interviews were planned by email and scheduled according to the availability of both interviewee. 

As the interviewees agreed to be recorded, the interviews were recorded using a voice recorder, and 

have later been transcribed.  

 

The interview with Axcel PE firm mainly aimed at checking the vision of the PE towards CSR, UNGC 

and stakeholder management, so as to better understand the current use of CSR by PE and their 

position towards Portfolio companies’ employees. 

 

The interview with KPMG partner in charge of climate change and sustainability helped providing 

support to the way the survey was designed, and to the fact that better CSR reporting towards 

customer-facing employees with simple and attractive reports is a valuable step.  
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 LIMITATIONS 
 

Complexity of the idea 

The difficulties to fully explain the impact of CSR on internal reputation is an important part of the 

limitations of this project. This constraint has a lot to do with its main purpose, which was to provide 

quantitative value of CSR in order to examine whether its worth for PEs to invest more in CSR and use 

it not only as a defensive tool but also as an “offensive” value increasing mean in the short term. In 

order for the reputation gap concept to lead to results, a change in the organizational behavior of the 

customer-facing employees is required. That is why sub-variables testing for the emotional impact of 

CSR on employees have been used. At the same time, internal reputation is best assessed through the 

RepTrack® institute’s reputation framework. It is difficult to provide strong connections between the 

variables for internal reputation and the sub-dependent variables for organizational behavior. There 

are several researches which are used to justify the used links, but the authors understand the base 

could be stronger. Quantifying the cost of current CSR policies is also very difficult, and so is 

calculating the costs of creating a shorter more appealing CSR report. The researchers feel that this is 

an interesting research topic in order to discover the impact of CSR on the business financially. It is 

important to mention the authors feel the conclusions cannot be as strong and deep as if the research 

has been specifically focused on the variables without the introduction of sub-dependent ones. 

 

Measure of Reputation 

Different business models focus on how to measure reputation. Testing the reputation of a company 

has been investigated in numerous researches, and a few well known reliable models have emerged 

in practice. Namely, the Reputation Quotient (Fombrun), the Spirit  Model, and the Fortune Ranking. 

None of them however directly focus on the direct relationship between CSR and Reputation, 

although the value creation side was more thoroughly assessed by those other models. Indeed, the 

Fortune Ranking takes financial data into consideration, which helps quantifying the impact in terms 

of non-abstract value creation. The exact measurement of reputation is thereby not done through the 

paper; the analysis rather focused on whether reporting corporate CSR initiatives internally had a 
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significant impact on the employees, through the same CSR variables that Reputation Institute model 

used. The direct improvement of internal reputation itself cannot be proven through the data 

gathered. Only the fact that CSR has an impact on it indirectly was assessed, which lead to the 

theoretical conclusion that a possible creation of value is then possible through the reputation gap.  

 

Questionnaire 

Four  limitations were found regarding the questionnaire. 

Firstly, regarding the way the data was collected. As all the participants of the survey were employees 

at Ball Group, the outcomes can neither be generalized, nor validated cross-cultural wise. 

Furthermore, the present project collected data through a cross sectional time frame, meaning that 

data is only collected once and in one short period. Hence, unlike a longitudinal study, no sequences 

of action and social change over time can be analysed. It would have been more interesting to ask a 

whole set of questions for the dependent variables at this point, and conduct the same study again a 

couple of weeks after, while displaying a proper CSR reporting initiative for more meaningful results.  

 

Secondly, the survey was only presented in English. Hence, better and more significant results could 

have been gathered, if the survey had been translated and offered in a language that the employees 

felt more comfortable with, as this would have lowered the chance of misunderstanding the 

questions.  

 

Thirdly, the questions themselves showed some weak points. Only 2 to 3 questions per dependent 

variable were asked, both before and after the CSR report was presented to the employees. More 

questions for each variable would have allowed a better benchmark of the dependent variables. In 

addition, the questions asked for extra-role behavior especially could have been written differently, as 

they were found not to be fully appropriate to conduct a benchmark of extra-role behavior, especially 

before the CSR report was showed to the employees. As such, the first set of questions for extra-role 

behavior included “I am concerned about customers needs”. This question is extra-behavior related, 

but as the employees who responded are only customer facing employees, their job implies, even 
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implicitly, such behavior. This could explain the reason why the extra-role behavior variable was high 

before and after the presentation of the CSR report, allowing few room for improvement and hence 

no significant or conclusive results for the analysis. Similarly, the set of questions asked for the 

organizational behavior variables (self-esteem, extra-role behavior and organizational identification) 

was chosen to be different between before and after the CSR report was showed, in order to lower 

the chances to get the exact same answers and to keep the respondents interested. Nonetheless, this 

methodology was not applied to the stakeholders salience factors (power, legitimacy, urgency), as as 

it was difficult to adapt the wordings of the these dependent variables questions, task that was easier 

to manage when formulating the organizational behaviour variables ones. Hence, the fact that the 

exact same questions were asked regarding the salience variables (power, legitimacy and urgency) 

could have affected the results, as the repetition could have tempted the respondents to provide the 

same answers. 

 

Finally, the tests conducted apply to non-parametric tests (Spearman, Mann-Whitney), as the data 

was ordinal, and did not show any sign or normality, dis-enabling the pursuit of parametric tests. 

Hence, the results do not allow to draw as many powerful conclusions, as the calculations of non-

parametric tests take less information in consideration than those of parametric tests.  

 

Analysis of the interviews 

The interviews were conducted in a semi structured way and no coding processed has been applied to 

analyze them properly, as the main focus on the analysis was on the survey. Interviews were mainly 

conducted to valid the points and ideas made by the authors of this project. Hence, the objectivity of 

the questions asked can be questioned. This contradicts somehow the logic followed regarding the 

ontology. Indeed, an objective but yet quite idealist view was adopted, as the project mainly relies on 

the conclusions drawn through quantitative data gathered. Getting interviews to complement the 

empirical data is in line with that logic, but as those interviews were only semi-structured, the opinion 

of the interviewers might have interfered with the answers of the interviewees.  
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Theories and literature review 

This project relies on old, yet not outdated, theories and concepts (the Stakeholder’s theory by 

Freedman and the value creation chain by Porter). Those theories have been used and tested several 

times across decades, proving their reliability. To counterbalance the argument that those theories 

might be outdated, an updated version of the Stakeholder Theory by Freedman (1964) was used, 

namely The Theory of Stakeholder Identification and Salience by Ronald K. Mitchell, Bradley R. Agle 

and Donna J. Wood  (1997). Similarly, recent researches were gathered in the literature review to get 

more modern views and up to date results.  
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ANALYSIS AND RESULTS 
 

a. Preliminary analysis 

 

A preliminary analysis was conducted to check whether the control variables were significantly 

related to the dependent variables, and whether the data showed any significant correlations 

between the control variables themselves. Non-parametric statistic tests were chosen to conduct the 

statistical analysis, as the data did not show normal distribution, and as the data was classified as 

ordinal. Correlation coefficients have been calculated for the control variables and dependent 

variables. These calculations were done on the SPSS-22 platform, through the Spearman’s rank 

correlation coefficient test, to calculate the Spearman’s rho (“r”).  

Overall, the the preliminary analysis revealed few significant correlations between the control 

variables and the six dependent variables, which may be recalled as organizational-based self-esteem, 

extra-role behavior, organizational identification, power, legitimacy and urgency (see Table 1 below). 

More detailed insights regarding the findings between the dependent variables and the control 

variables are presented below.  

 

The preliminary analysis showed significant positive correlations between “heard of CSR term before” 

and the most of dependent variables, namely “self-esteem” and  “heard of CSR term before” (r= 

0,409*); “organizational identification” and  “heard of CSR term before” (r= 0,442**); “power” and  

“heard of CSR term before” (r= 0,315*); “legitimacy” and  “heard of CSR term before” (r= 0,392**); 

“urgency” and  “heard of CSR term before” (r= 0,332*). Furthermore, significant correlations were 

found between “familiarity with the CSR projects at Ball Group” and  most of the dependent variables, 

namely “self-esteem” and  “familiarity with the CSR projects at Ball Group” (r= 0,309*); 

“organizational identification” and  “familiarity with the CSR projects at Ball Group” (r= 0,495**); 

“power” and  “familiarity with the CSR projects at Ball Group” (r= 0,435**); “legitimacy” and  

“familiarity with the CSR projects at Ball Group” (r= 0,511**) and “urgency” and  “familiarity with the 

CSR projects at Ball Group” (r= 0,387**). Additionally, marginal correlation was found between 

“organizational identification” and  “companies need to engage in CSR” (r= 0,261***).  
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Table 1: Correlation coefficients between control variables and dependent variables. 

Variables 
Self-

Esteem 
Extra-Role 
Behavior 

Organizational 
Identification 

Power Legitimacy Urgency 

Heard CSR term before 
0,409 

* 
n 

0,442 
** 

0,315 
* 

0,392 
** 

0,332 
* 

Companies need to 
engage in CSR 

n n 
0,261 
*** 

n n n 

Companies should not 
focus in CSR 

n n n n n n 

CSR does not matter n n n n n n 

Familiarity with CSR 
projects at Ball Group 

0,309 
* 

n 
0,495 

** 
0,435 

** 
0,511 

** 
0,387 

** 

Gender n n n n n 
-0,225 

*** 

Age n n n n n n 

Time spent at the 
company 

n n n n n n 

Position n n n n n n 

 

Apart from the control variables-dependent variables correlations, the preliminary analysis also 

identified significant correlations between the control variables themselves, as showed in Table 2 

below. Hence, strong correlation was revealed between “heard of CSR term before” and “companies 

need to engage in CSR” (r= 0,321*); “heard of CSR term before” and “companies should not focus on 

CSR” (r= - 0,490**); “heard of CSR term before” and “CSR does not matter” (r= - 0,460**); “heard of 

CSR term before” and “familiarity with the CSR projects at Ball Group” (r= 0,495**);  “heard of CSR 

term before” and “position” (r= 0,360**). Strong correlation was also found between “companies 

need to engage in CSR” and “companies should not focus on CSR” (r= - 0,756); “companies need to 

engage in CSR” and  “CSR does not matter” (r= - 0,532**); “companies need to engage in CSR” and 

“familiarity with the CSR projects at Ball Group” (r= 0,360*).  It has to be noticed that the correlation 
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between the questions “CSR does not matter” and “companies should not focus on CSR” is negative, 

because the CSR supportive answer to those questions was “disagree”. It hence makes sense to have 

a negative correlation between those variables, as the questions were asked in a negative way. The 

interpretation of this negative correlation is thus the same as if it was a positive correlation. 

Also, strong correlation was found between “companies should not focus on CSR”  and  “CSR does not 

matter” (r= - 0,343*); “familiarity with the CSR projects at Ball Group”  and “CSR does not matter” (= - 

0,510*); “gender” and “time spent at the company” (r= 0,290*). 

Finally, marginal correlation was found between “gender” and “position” (r= 0,263***); “age” and 

“time spent at the company”  (r= 0,552***); “age” and “position” (r= 0,257***).  

 

Overall, some significant correlations were found between the control variables themselves, and most 

of the dependent variables. Nonetheless, no significant correlation was found between the 

dependent variable extra-role behavior and the control variables. This preliminary analysis showed 

that as significant correlations were found, deeper analysis is required to investigate those. 
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Table 2: Mean, Standard deviation and correlation coefficients between control variables. 

Variables Mean SD N A B C D E F G H I 

Heard CSR 
term 

before (A) 
1,74 0,441 47 1  

0,321 
* 

-
0,490 

** 

-0,460 
** 

0,495 
** 

n n n 
0,360

** 

Companies 
need to 

engage in 
CSR (B) 

1,89 0,318 45 
0,321 

* 
1  

-
0,756 

** 

-0,532 
** 

0,360 
* 

n n n n 

Companies 
should not 

focus in 
CSR (C)  

1,2 0,405 40 
-0,490 

** 
-0,756 

** 
 1 

0,602 
** 

n n n n 
-0,343 

* 

CSR does 
not matter 

(D) 
1,08 0,280 36 

-0,460 
** 

-0,532 
** 

0,602 
** 

1  
-0,51 

** 
n n n n 

Familiarity 
with CSR 

projects at 
Ball Group 

(E) 

1,02 0,657 45 
0,495 

** 
0,360 

* 
n 

-0,510 
** 

1  n n N 
0,316 

* 

Gender (F) 1,89 0,312 47 n n n n n 1  
0,290 

* 
0,263 
*** 

n 

Age (G) 2,4 1,014 47 n n n n n 
0,290 

* 
 1 

0,552 
** 

0,257 
*** 

Time spent 
at the 

company 
(H) 

2,6 1,624 47 n n n n n 
0,263 
*** 

0,552 
** 

1  n 

Position (I) 1,32 0,556 47 
0,360 

** 
n 

-
0,343 

* 
n 

0,316 
* 

n 
0,257 
*** 

n 1  

 

 

Note: 

* indicates that the correlation is significant at 0,05 (2 tailed) 

** indicates that the correlation is significant at 0,01 (2 tailed) 

*** indicates that the correlation is significant at 0,05 (1 tail) 

“n” indicates that the correlation was not significant. 
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b. Test of the hypothesis 

 

In order to test hypotheses 1a, 1b, 1c, 2a, 2b, 2c and investigate research questions R1 and R2, a 

Mann-Whitney U test was conducted between each of the dependent variables and CSR (the 

independent variable). The Mann-Whitney U test was chosen as the data collected was ordinal, and 

required a non-parametric test, which is also in line with the previously used test (Spearman’s rho). All 

results are presented in Table 3 below. It has to be noted that only the significant results have been 

reported in the tables. 

 

Table 3: Mann Whitney mean-rank correlations - independent/ dependent variables 

 

Self-Esteem 
Extra-Role 
Behavior 

Organizational 
Identification 

Power Legitimacy Urgency 

n n 
52,49 
42,51 
*** 

41,91 
53,09 

** 
n 

42,86 
52,14 
*** 

 

Note: 

* indicates that the correlation is significant at 0,05 (2 tails) 

** indicates that the correlation is significant at 0,01 (2 tails) 

*** indicates that the correlation is significant at 0,05 (1 tail) 

“n” indicates that the correlation was not significant. 

The investigation of the first research question goes as follows. 

 

As it may be recalled, research question 1 is defined as R1: Better CSR reporting affects the internal 

reputation that the employees have towards their company. This research question is being 

investigated through the following hypothesis (H1a, H1b, H1c).  

 

H1a: Better CSR reporting significantly affects the organizational based self-esteem of the employees. 

A Mann-Whitney test was conducted to investigate the relationship between CSR and organizational-

based self-esteem. The test indicated that the organization-based self-esteem wasn’t significantly 

greater before the presentation of the adapted short version of the CSR report (Mdn1 = 44,49) than 
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after the presentation (Mdn2 = 50,51), U = 963, p = 0,275, N = 47. These results are contradicting the 

hypothesized outcome of hypothesis H1a. This means that the results failed to reject H0, as p>0,05 

(H0: Better CSR reporting isn’t significantly affecting the organizational based self-esteem of the 

employees). 

 

H1b: Better CSR reporting significantly affects the extra-role behavior of the employees. 

A Mann-Whitney U test was ran in order to analyze any potential correlation between the extra-role 

behavior and the effort for improved CSR communication. According to the test results there wasn’t 

any significant improvement between before and after the employees saw the appendix. Before, 

extra-role behavior was calculated with a mean rank of (Mdn1 = 45,10) and after it was (Mdn2 = 

49,49), U = 991,50, p = 0,391, N = 47.  Once again, the results are contradicting the proposed H1b 

hypothesis, which means that the results failed to reject the null hypothesis (H0: Better CSR reporting 

isn’t significantly affecting the extra-role behavior of the employees). However, some improvement 

was evident and inspired the researchers to locate its sources, which is investigated further in the 

explanatory section. 

 

H1c: Better CSR reporting significantly affects the organizational identification of the employees. 

The impact of CSR over organizational identification, before and after the employees saw the short 

CSR report has also been investigated through a Mann-Whitney U test with 90% significance level. 

The conducted test results are presented as follows: the mean rank (Mdn2 = 42,51) for organizational 

identification after the employees were shown the appendix report was significantly lower that the 

one before (Mdn1 = 52,49), U= 870, p= 0,037 , N=47. This means the null hypothesis (H0: better CSR 

reporting isn’t significantly affecting the organizational identification of the employees) is rejected and 

accordingly, the alternative hypothesis H1c is accepted. Nonetheless, it has to be pointed out that the 

effect is in that case negative. Therefore, the appendix report has a negative effect on the 

organizational identification of the Ball Group employees. 
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The same procedures have been applied to the second dependent variables set related to the salience 

(power, legitimacy, urgency). The results are presented below. 

 

R2: CSR initiatives lead employees to have  stronger salience within the company, and be ranked 

higher on the stakeholder evaluation matrix was investigated through hypotheses H2a, H2b and H2c.  

 

H2a: Better reporting significantly affects employee perception of power from stakeholder salience 

perspective  

The effect of reporting CSR initiatives on power was tested in another Mann-Whitney U test, 

benchmarking CSR as the independent variable and power as the dependent. The test revealed that 

power was significantly higher after the CSR reporting appendix was presented to the employees 

(Mdn2 = 53,09) than before the presentation (Mdn1 =41,91) , U = 842, p= 0,042 (2 tailed), N = 47. This 

means null hypothesis H0 for this test is rejected as p<0,05 (H0: Better CSR reporting isn’t significantly 

affecting the employee perception of power). Hence, H2a is accepted and it can be concluded that 

reporting CSR initiative towards the employees has a significant effect on their perception of power. 

The effect was noticed as positive. 

 

H2b: Better reporting significantly affects employee perception of legitimacy from stakeholder salience 

perspective  

A Mann-Whitney test was conducted to investigate the relationship between CSR and employee’s 

perception of legitimacy. The test indicated that the legitimacy of the employees wasn’t significantly 

greater before the presentation of the adapted short version of the CSR report (Mdn1 = 43,96) than 

after the presentation (Mdn2 = 51,04), U = 938, p= 0,202, N = 47. These results are contradicting the 

hypothesized outcome of hypothesis H2b,  as p>0,05. This means the results failed to reject the null 

hypothesis H0 for this test (H0: Better CSR reportingg isn’t significantly affecting on the employee's 

perception of legitimacy), and hence hypothesis H2b cannot be accepted. 
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H2c: Better reporting improves employee’s perception of urgency from stakeholder salience 

perspective 

Finally, a ultimate Mann-Whitney U test was run to analyze the effect of reporting CSR over the 

urgency of the employees. The test indicated that the rank correlation between urgency and CSR was 

significant when conducted at 90% significance level. Urgency was lower before the presentation of 

the adapted short version of the CSR report (Mdn1=42,86) than after the presentation (Mdn2 = 52,14), 

U = 886, p= 0,048 , N = 47. Although the significance level is lower (90%), it still means that the null 

hypothesis H0 for this test can be rejected as p<0,05 (H0: Better CSR reporting isn’t significantly 

affecting on the power of the employees). H2c is hence accepted, meaning that better reporting CSR 

initiatives has a marginally significant effect on the urgency of the employees. The effect was noticed 

as being positive. 

 

c. Additional explicative tests  

 

As some correlation tests presented in Table 1 showed no correlation of any significance between the 

control variables and some of the dependent variables (among which, extra-role behavior), and as the 

Mann-Whitney U tests processed above did reveal some insignificant results, further tests are needed 

to reach a deeper understanding of the possible impact of CSR on the dependent variables, and locate 

possible moderators from the control variables of the research. This was done by taking into 

consideration the answers the employees gave on the control questions (age, gender, knowledge and 

opinion regarding CSR, position, time spent at the company). Mann Whitney tests have been 

reconducted with shortened samples. Also, sub-hypothesis have been proposed and tested. The 

results of all tests are presented in Table 4 below. 

  

The analysis of the  organizational-based self-esteem of the employees as dependent variable lead to 

the discovery of a marginal significant improvement, when taking into consideration only employees 

that answered “somehow familiar” to the question “How familiar are you with CSR projects in your 

company?”. A Mann-Whitney test was conducted with “familiarity with CSR projects at Ball Group - 

somehow familiar” as the control variable. The results of this shortened sample showed that 
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organizational-based self-esteem of the employees who were “somehow familiar” with the CSR 

projects at Ball Group was significantly lower before the presentation of the adapted short version of 

the CSR report (Mdn1=22,77) than after the presentation (Mdn2 = 30,23), U = 241, p= 0,034 (1- tail), N 

= 26. This is partially due to a 1 - tail test, which requires a lower level of significance than a 2 - tailed 

test. As p(1-tail)<0.05 , it can still be concluded that H1a1: “better reporting CSR initiatives has a 

positive marginal significant effect on the organizational-based self-esteem of the employees that 

were already somehow familiar with the CSR projects carried out at Ball Group” is accepted. The next 

level of the analysis revealed that employees who answered “very familiar” (M = 3,02; SD = 0,56) had 

the highest degree of organizational-based self-esteem, compared to the employees who answered 

“somehow familiar” (M = 2,47; SD = 0,7060), as those employees evaluated their organizational-based 

self-esteem a little higher than respondents answering “not familiar” (M = 2,46; SD = 0,757). All of 

these respondents evaluated their organizational-based self-esteem higher in comparison to the 

employees who selected “don’t know” to the same question “How familiar are you with the CSR 

projects at Ball Group” (M = 2,45; SD = 1,08). Furthermore, although no other significant results were 

revealed through the Mann-Whitney test with selected control variable samples, it is noticed that 

“familiarity with CSR at Ball Group” might serve as a moderator for organizational-based self-esteem. 

 

A Mann-Whitney test was further reconducted between CSR and extra-role behavior, taking all the 

control variables into account, one by one. Although none lead to significant results, an important 

improvement was discovered whenever the employees had heard of CSR before.  (Mdn1=33,94; Mdn2 

= 37,06; U = 558; p= 0,261 (1- tail); N = 35). This means there is in fact a positive effect on extra-role 

behavior coming from the presented CSR report, but this effect isn’t significant. Analyzing the reasons 

for this, it was discovered the employees participating in the survey evaluated their extra-role 

behavior very high both before (M = 2,97 ; SD = 0,654) and after the manipulation (M = 3,11; SD = 

0,548).  This way, any potential positive impact of the proposed CSR initiative is very difficult to be 

established. Also, the analysis revealed that employees who answered “No” to the questions “Have 

you heard of CSR before?” have evaluated their extra-role behavior higher (M = 3.11 , SD = 0.44), 

compared to the ones who chose “Yes” (M = 3.01 , SD = 0.65). No significant moderator effect was 
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discovered. At the same time, these results indicate that employees highly evaluate their effort at 

work, meaning that they believe that they do more than formally required. 

 

The next step in the analysis is to explore in depth the effect of CSR over “organizational 

identification”. The analysis showed several significant effects depending on the opinion employees 

had on CSR (“companies need to engage in CSR”; “companies should not focus on CSR”; “CSR does not 

matter”); depending on the familiarity of the employees with the CSR projects at Ball Group; and 

depending on the gender and the position. In all the mentioned cases, the organizational 

identification seemed to decrease significantly, or marginally, as p<0,05 (1 tail at least).  

● (CSR) x (organizational identification) x (“companies need to engage in CSR - YES”): 

(Mdn1=45,51; Mdn2= 35,49; U = 599; p= 0,051 (2- tails); p=0,026 (1-tail) N = 40). Which means the 

H1b1: “better reporting CSR initiatives has a marginal significant effect on the organizational 

identification of the employees that think companies need to engage in CSR projects” is rightfully 

accepted. However, negative correlation is observed. Also the data showed that the employees who 

answered “Yes” to the control question “companies need to engage in CSR” (M = 2.40 , SD = 0.79) 

had a higher organizational identification compared to the the ones having answered “No” to the 

same question (M = 1.72 , SD = 0.78). Thus, the question “Companies need to engage in CSR” might 

be a moderator for the organizational identification.  

● (CSR) x (organizational identification) x (“companies should not focus on CSR - DISAGREE”): 

(Mdn1=36,41; Mdn2= 28,59; U = 387; p= 0,045 (1- tail); N = 32). According to this data, H1b2: “better 

reporting CSR initiatives has a negative effect on the organizational identification of the employees 

that disagree with the statement “companies shouldn’t focus on CSR”” is accepted. However 

negative correlation is observed. The data indicated the employees that selected “don’t know” had 

the highest organizational identification (M = 2.40 , SD = 0.72) in comparison to the ones having 

selected “disagree” (M = 2.27 , SD = 0.87), and “agree” (M = 1.91 , SD = 0.75). 

● (CSR) x (organizational identification) x (“CSR does not matter - DISAGREE”): (Mdn1=38,41; 

Mdn2= 28,59; U = 382; p= 0,036 (2- tail); N = 33). The sub-hypothesis H1b3:“better reporting CSR 

initiatives has an effect on the organizational identification of the employees that disagree with the 
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statement “CSR does not matter.”” is accepted. There is negative correlation between the mean 

ranks. The data indicates that the employees who selected “agree” had the highest organizational 

identification (M = 2.69 , SD = 0.94) in comparison to the ones who selected “don’t know” (M = 2.28 , 

SD = 0.91), which is slightly higher than “disagree” (M = 2.16 , SD = 0.79) 

● (CSR) x (organizational identification) x (“familiarity with CSR projects at Ball Group - 

SOMEHOW FAMILIAR”): (Mdn1=30,17; Mdn2= 22,83; U = 242; p= 0,038 (1- tail); N = 26). The 

corresponding hypothesis H1b4: “better reporting CSR initiatives has a negative effect on the 

organizational identification of the employees that are somehow familiar with the CSR projects at 

Ball Group”” is accepted. There is negative correlation between the mean ranks. The data indicated 

the employees that selected “very familiar” (M = 2.32 , SD = 0.97) had the highest organizational 

identification in comparison to the ones who selected “not familiar” (M = 2.30 , SD = 0.78), which is 

slightly higher than “somehow familiar” (M = 2.19 , SD = 0.82), and “don’t know” (M = 1.87 , SD = 

0.59). 

● (CSR) x (organizational identification) x (“Gender - WOMAN”): (Mdn1=47,94; Mdn2= 37,06; U 

= 653; p= 0,039 (2- tail); N = 42). These results mean that  H1b5: “better reporting CSR initiatives has 

an effect on the organizational identification of the employees that are women” is accepted. There is 

negative correlation between the mean ranks. The data also shows that employees which are men 

(M = 2.26 , SD = 0.83) have slightly higher organizational identification in comparison to women (M = 

2.22 , SD = 0.84). 

● (CSR) x (organizational identification) x (“Position - CUSTOMER SERVICE”): (Mdn1=38,40; 

Mdn2= 30,60; U = 445; p= 0,051 (1- tail); N = 34). This means that  H1b5: “better reporting CSR 

initiatives has a negative effect on the organizational identification of the employees that are 

working at the customer service position” is accepted, as 0,051 is very close to the acceptance level 

0,05, as as the sample is very small. There is negative correlation between the mean ranks. The data 

also shows that employees who answered “customer service” (M = 2.26 , SD = 0.82) have higher 

organizational identification than the respondents who answered  “manager” (M = 1.99 , SD = 0.83). 
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These were very surprising results, as it is logical to assume when the workers know more about the 

organization, they are likely to identify better with the organization, unless the values and initiatives 

are against their beliefs or disappointing. 

 

Similar procedures have been applied to the salience components (power, legitimacy, and urgency).  

Regarding power perception, the deeper analysis suggested that the power variable is mainly 

significantly influenced by the CSR initiatives the company is undertaking if the employees are 

concerned about CSR, and if the employees have some knowledge of the CSR projects undertaken by 

the company they work for. Power is also affected by CSR reporting for women, and whenever the 

employees hold a customer service position. In all the mentioned cases, the power seemed to 

increase significantly, or marginally, as p<0,05 (1 tail at least).  

 (CSR) x (power) x (“companies need to engage in CSR - AGREE”): (Mdn1=36,15; Mdn2= 44,85; 

U = 626; p= 0,044 (1-tail); N = 40). Those results imply that H2a1:“better reporting CSR initiatives has a 

positive effect on the power variable of the employees that think companies need to engage in CSR” is 

accepted. Also, the data showed that the employees who answered “disagree” to the control 

question  “companies need to engage in CSR” (M = 2.60 , SD = 0.51) had higher power compared to 

the ones having answered “agree” (M = 2.23 , SD = 0.99), and “don’t know” (M = 2.12 , SD = 0.25)  

 (CSR) x (power) x (“companies should not focus on CSR - DISAGREE”): (Mdn1=41,91; Mdn2= 

53,09; U = 842; p= 0,042 (2- tail); N = 47). These results mean that H2a2:“better reporting CSR 

initiatives has an effect on the power variable of the employees that disagree with the statement 

“companies should not focus on CSR”” is accepted. Also, the data showed that employees having 

answered “disagree” to the control question “companies should not focus on CSR”  (M = 2.37 , SD = 

0.90) had higher perception of power in comparison to the “agree” (M = 2.31 , SD = 0.54), and “don’t 

know” (M = 1.75 , SD = 1.26). This data indicates that the question “Companies should not focus on 

CSR” might be a moderator of the power factor. 

 (CSR) x (power) x (“CSR does not matter - DISAGREE”): (Mdn1=29,52; Mdn2= 37,48; U = 413; 

p= 0,042 (1- tail); N = 33). This means that H2a3:“better reporting CSR initiatives has a positive 

marginal significant effect on the power variable of the employees that disagree with the statement 
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“CSR does not matter ”” is accepted. Also, the data showed when employees answered “agree” to the 

control question  (M = 2.41 , SD = 1.11), they had a higher power compared to the ones having 

answered “don’t know” (M = 2.38 , SD = 0.81), or “disagree” (M = 2.21 , SD = 0.96). 

 (CSR) x (power) x (“familiarity with CSR projects at Ball Group - SOMEHOW FAMILIAR”): 

(Mdn1=22,38; Mdn2= 30,62; U = 231; p= 0,044 (2- tail); N = 26). This implies that H2a4:“better 

reporting CSR initiatives has an effect on the power variable of the employees that are somehow 

familiar with the CSR projects undertaken by Ball Group” is accepted. The data indicated the 

employees who selected “very familiar” to that control question (M = 2.80 , SD = 0.57) had the 

highest power in comparison to the ones selecting “somehow familiar” (M = 2.19 , SD = 0.82), “don’t 

know” (M = 2.00 , SD = 1.77), and “not familiar” (M = 1.86 , SD = 1.02). This indicates that the 

familiarity with CSR projects control question might be a moderator for the power factor. 

 (CSR) x (power) x (“Gender - WOMAN”): (Mdn1=31,14; Mdn2= 47,86; U = 657; p= 0,04 (2- 

tails); N = 42). These results imply that H2a5:“better reporting CSR initiatives has an effect on the 

power variable of the employees that are women” is accepted. The data also shows that employees 

which are “men” (M = 2.55 , SD = 1.223) have slightly higher power in comparison to “women” (M = 

2.23 , SD = 0.89). 

 (CSR) x (power) x (“Position - CUSTOMER SERVICE”): (Mdn1=30,03; Mdn2= 38,97; U = 426; p= 

0,051 (1- tail); N = 34). This means that H2a6:“better reporting CSR initiatives has a positive effect on 

the power variable of the employees that are working at the customer service position.” is accepted. 

The data also shows that employees who answered “customer service” (M = 2.29 , SD = 0.91) have 

higher power perception than the respondents which answered “manager” (M = 2.25 , SD = 1.04). 

 

It is interesting to note here that there was no significant improvement on power found for the 

managers, but a significant one was found for the customer service employees. 

 

The effect of the proposed different CSR reporting on the perception of legitimacy of the employees 

showed one significant result, even when considering the control variables one by one. Whenever the 

employee was a manager at the company, the legitimacy was significantly higher after seeing the CSR 
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report (Mdn1=8,41; Mdn2= 14,59; U = 27; p= 0,025 (2-tails); N = 11). Indeed,  U(=27) < Ucrtitical (=30), 

which leads to reject H0 (CSR reporting has no significant effect on the legitimacy of the employees 

holding a manager position at Ball Group), and the corresponding alternative hypothesis is thereby 

accepted. The data also shows that employees who answered “manager” (M = 2.50, SD = 0.83) have 

higher legitimacy factor than the respondents who answered “customer service” (M = 1.94 , SD = 

0.93). These results in fact mean that the position in the company might act as a moderator for the 

legitimacy factor in the salience model. 

 

Finally, the analysis of the employees perception of the urgency variable lead to the discovery of a 

marginal significant improvement, when taking into consideration only employees that were women, 

or answered “agree” to the question “companies need to engage in CSR”. The results of those 

shortened sample showed the following regarding the urgency of the employees: 

 (CSR) x (urgency) x (“companies need to engage in CSR - AGREE”): (Mdn1=35,89; Mdn2= 

45,11; U = 615; p= 0,036 (1- tail); N = 40). This means that H2c1 : “better reporting CSR initiatives has a 

positive effect on the urgency variable of the employees that think companies need to engage in CSR” 

is accepted. Also, the data showed that the employees who answered “agree” to the control question 

“companies need to engage in CSR”  (M = 2.02 , SD = 1.03) had higher perception of urgency 

compared to the one having answered “disagree” (M = 1.80 , SD = 0.63), and “don’t know” (M = 1.25 , 

SD = 0.95). Which means that the opinion of employees whether companies should engage in CSR 

might serve as a moderator in regard to the perception of urgency. 

 CSR) x (urgency) x (“Gender - WOMAN”): (Mdn1=31,14; Mdn2= 47,86; U = 657; p= 0,04 (2- 

tails); N = 42). This means that H2c5 :“better reporting CSR initiatives has an effect on the urgency 

variable of the employees that are women” is accepted. The data also shows that employees that are 

women (M = 1.97 , SD = 1.01) have slightly higher urgency factor in comparison to men (M = 1.95 , SD 

= 0.86). 
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Table 4: Mann-Whitney mean-rank correlations independent/dependent variables per control 

variable 

Variables Self-Esteem 
Extra-Role 
Behavior 

Org. id. Power Legitimacy Urgency 

Heard CSR term before - YES n n n n n n 

Companies need to engage in 
CSR - AGREE 

n n 
45,51 
35,49 

** 

36,15 
44,85 
*** 

n 
35,89 
45,11 
*** 

Companies should not focus 
in CSR - DISAGREE 

n n 
36,41 
28,59 
*** 

41,91 
53,09 

** 
n n 

CSR does not matter n n 
38,41 
28,59 

** 

29,52 
37,48 
*** 

n n 

Familiarity with CSR projects 
at Ball Group - SOMEHOW 

FAMILIAR 

22,77 
30,23 
*** 

n 
30,17 
22,83 
*** 

22,38 
30,62 

** 
n n 

Familiarity with CSR projects 
at Ball Group - VERY FAMILIAR 

n n n n n n 

Gender - female n n 
47,94 
37,06 

** 

37,14 
47,86 

** 
n 

37,64 
47,36 
*** 

Gender - male n n n n n n 

Age n n n n n n 

Time spent at the company 1-
6 months 

n n n n n n 

Time spent at the company 1-
2 years 

n n n n n n 

Time spent at the company 2-
3 years 

n n n n n 
8,50 
12,5 
*** 

Time spent at the company 3-
5 years 

n n n n n n 

Position manager n n n n 
8,41 

14,59 
* 

n 

Position customer service n n 
38,40 
30,60 
*** 

30,03 
38,97 
*** 

n n 
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Note: 

* indicates that the correlation is significant at 0,05 (2 tails) 

** indicates that the correlation is significant at 0,01 (2 tails) 

*** indicates that the correlation is significant at 0,05 (1 tail) 

“n” indicates that the correlation was not significant. 

The investigation of the first research question goes as follows. 

 

d. Qualitative analysis 

 

As mentioned earlier, two interviews were conducted with both  the Head of Corporate Affairs at 

Axcel and the Climate Change and Sustainability KPMG Partner. This section presents the results 

found through those interviews, through the three main themes that have been outlined with those 

two interviewees: stakeholder management, CSR, CSR and value creation, CSR and employees. 

1. Stakeholder Management 

 

Regarding stakeholder management, PE firms do consider investors as their main stakeholders, along 

with the stakeholders that have enough power to affect them, such as media and NGOs. Portfolio 

company employees are still considerable assets in the eyes of the PE, but they do not seem to rank 

as high as the investors. 

Interview #1 

JS “[...] as a PE company you do not play an active role concerning how a company acts within that 

regard. As an active owner, it is not our job to manage the company. We can advise the management, 

through the board of directors, where we are represented”. 

 

Interviewer “Usually you end up with investors at the top?” 

JS: “ Yes, also companies that we own, our advisors, media, politicians, those who have the power to 

affect us”. 

 



 87 

The interviews also revealed that the expropriation of employees is sometimes necessary, on the 

managerial side only, and after discussion with the portfolio company board of directors. It is not 

being conducted from one day to another - the change of managers at the portfolio company is only 

being done to add more value to the portfolio company, if the managers are not in line with the 

strategy and objectives pre-defined along with the PE owner.  

Interview #1 

JS ”The change of management is done in the best interest of the company. To add more value to the 

company and to make sure that the company would exist when we sell it.” 

“[...] this goes for many PE firms, I would say between 25 and 40 percent of the CEOs will be changed 

during the ownership period of the PE firm”. 

“We would not change the management of the company if we did not believe it would add value. We 

change the company CEO if he does not perform as planned or if we can see that him or her does not 

fit into the strategy anymore. Maybe the company has grown to a certain size where the CEO can no 

longer add value to the company because it’s too hard for him to understand the next step”. 

JS “When we change the management we already have lost money, because we only change 

management if the company does not deliver” 

 

In the end, employees may not rank as high as investors on a stakeholder importance scale for PE 

firms, however, they are still considered as main assets:  

 

JS “We also have plans about when we takeover a company how to communicate and make sure 

everybody understands who is in charge now and what it means for them. We make sure the 

employees are the first to know about the change of management.  If you plan to do any major 

changes to a company you have to communicate It upfront.  We can’t add value if the employees see 

us as an enemy”. 
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2. CSR and PE 

2.1 CSR certifications 

UNGC and UNPRI are the most commonly required and undertaken CSR-wise actions and 

certifications PE firms enforce to their acquired companies. Reporting initiatives such as the Global 

Reporting Initiative (GRI) standards remain too complex for such corporations. 

 

Interview #1 

JS “The Global Reporting Initiative? It does ring a bell some I would say larger companies who have the 

tools to use it and improve their reports. Our companies are too small for the GRI.” 

JS “We have the global Compact, and we also signed up for the UN PRI last year, which is very 

important towards our investors, because our investors would like to make sure that we act as a 

responsible PE union and the easiest way for them and what they understand best is UN PRI”. 

 

Interview #2 

Interviewer: “What do you think about the GRI, the Global Reporting Initiative?” 

CH “I think it is a very very heavy reporting instrument for many companies. If you are a huge 

international, it can help you. If not, even, though they try to improve it with the materiality, 

assessment, requirement, I still think that there are so many reporting requirement that a lot of 

companies, if they are not so big, find very very difficult. We use it as inspiration but it is simply too 

heavy”. 

 

Reporting CSR initiatives is a beginning towards value creation, but is not enough.  

 

Interview #2 

Interviewer: “it [reporting] will be good in the short term, 1, 2 or 3 years? Just explaining what they do, 

until this point. That would be a start”. 

CH “Yes I think it would be where you have to start because in order to work you first need to map 

what you are actually doing, and understand all these Global Compact etc. So typically; they start with 
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the report, they start understanding these things. But they never really go down and change 

something so they just keep on reporting and ten the reporting becomes obsolete somehow”. 

CH “I believe that in order for reporting to be perceived as something of value, there need to be 

something beneath the reporting. You need to have some kind of work with protecting human right, 

and make sure you don’t have child labor, or having people maintaining high standards. It will not 

continuously be enough just to make a nice report”. 

 

2.2 CSR and Value creation 

CSR is mainly being used as a risk management and defensive tool, rather than a proactive tool. PE 

firms do not see short term value creation is CSR, and do not seem to consider the existence of such 

value creation, although CSR experts do believe that CSR also has short term hidden value that could 

be profitable. 

Interview #1 

JS“Yes it is a defensive tool for us”.” 

JS “[...] it is basically a risk management tool. I must be honest and admit that it is not because of any 

society risk.” 

CH“I think it is very much like a defensive tool”. 

 

JS “The value creation is, that is very difficult to assess. [...]  I haven’t seen any analysis that can find 

out the value of CSR on the economic bottom line”. 

 

Interview #2 

CH“I haven’t heard about any other PE companies really using that kind of risk mapping or valuation 

tool in regards to this.” 

Interviewer: “Do you think they could better use CSR in the short term and benefit from the results in 

the long term?” 

CH “yes definitely” 
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CSR actions are mainly taken for the external image of the PE firm, mainly towards investors to secure 

their investment.  

Interview #1 

JS “[..] of course there can be many other reasons and for us the main reason is the risk issue and also 

because our investor would like to know that we handle CSR issues so they can invest in our fund and 

make sure that they do not find themselves involved with that PE fund with another purpose”. 

 

The value creation coming from CSR is not significant enough and not efficient enough for PE firms to 

take CSR into consideration more than what they currently do. The CSR expert thinks otherwise, 

arguing that PE simply do not know the value CSR could bring because they do not pay attention to it, 

value wise. 

 

Interview #1 

JS “The problem or the issue is to implement it. Because we have so many things we would like to do 

during our relatively short period of ownership and there are a lot of initiatives you can do that would 

create value. And we choose to do what we think would create the most value in the shortest most 

efficient way. It would rarely be initiatives like CSR. I could be, but it would be rarely CSR related from 

a short term value perspective. And by short term I mean 3 to 5 years.” 

Interview #2 

CH “a lot of PE do to gear their companies towards sales of exit is cutting costs. Make a slim 

organization, slim supply chain, cost efficiency” 

CH “True Value Calculation for PE where they can go on and see where they can work with what can 

be an internalized cost, if you are actually able to better protect the profit from the company.” 

 

Taking more CSR initiatives and proving them through certifications is an advantage, investor wise, for 

the PE firm: 
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Interview #1 

JS “We wanted to show that we could act as a responsible owner. And control risk better than others. 

[...] I would say many PE firms have not joined the GC before our company so that’s a start”. 

Interviewer “so it is a competitive advantage?” 

JS “[...] It is. Maybe it is, but I’m not sure.  I’m not convinced about it but I think, we have decided to do 

it. Is it a fantastic idea? Maybe! It is in progress”. 

2.3 CSR and Employees 

The interviews also revealed that most of the CSR actions are taken for the sake of the investors 

through the UNGC and UNPRI, rather than the portfolio employees. Furthermore, whenever asking 

about the possible value creation if more CSR initiatives were taken employee-wise, and not only 

investor-wise, it was found out that the interviewees believe in a possible value creation, but it might 

not be meaningful enough and too hard to proves for the PE firm to take it under consideration. It 

was also agreed that reporting towards the customer-facing employees could potentially enhance 

internal-reputation. 

Interview #1 

JS “Maybe it could. [...] But again it must be up to the CEO to find out how he motivated and treats his 

employees the best possible way. And I do not think that joining the Global Compact would help in 

that regard. It could attract certain employees that this company has joined the Global Compact 

because they share the same values, I am pretty aware of that.  But you cannot be sure that people 

that like the Global Compact add more value than any other employee would do. [...] We can hope for 

it, we cannot be sure. It would be very hard to prove it” 

 

Interview #2 

CH “I think you are right, and for a lot of frontline people, they simple don’t know what their own 

company is doing”. 

CH “It it’s not enough to just create the reporting, you also have to tell the frontline people and make 

them interested in reading it”. 
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e. Summary of the findings and results interpretation 

 

The main purpose of this paper is to analyze the effect of CSR initiatives over stakeholder salience 

(power, legitimacy, urgency) and assess the importance of employees as a stakeholder, while at the 

same time examine the impact of CSR reporting towards customer-facing employees organizational 

behaviors (through organizational-based self-esteem, extra-role behavior and organizational 

identification). This was investigated in order to find out whether CSR initiatives can enhance the 

internal reputation of the organization, and lead to potential value creation through the reputation 

gap. As presented in the Theoretical and Conceptual Framework section of this thesis, the effect on 

the internal reputation of the firm is evaluated through the variables of the recognized RepTrack 

model (citizenship, workplace climate, and corporate governance). The effects of the proposed CSR 

initiative (reporting) are evaluated through sub-dependent variables (extra- role behavior, 

organizational-based self-esteem, and organizational identification), that have been linked to the 

RepTrack® variables in the literature review. The main point in this section is to interpret the results 

and correlations established for those tested variables and how they translate to the variables for 

reputation. 

1. CSR and Reputation 

1.1 Organizational-based-self-esteem, citizenship and reputation 

In regards to organizational-based self-esteem, it was discovered that there is a link between the 

latter and citizenship, according to previous researches by Bauman & Skitka, (2012) and Lin, Baruch & 

Shih (2012). Those researchers discovered there was in fact a positive correlation between 

organizational-based self-esteem and citizenship. Hence, in that sense, the assumption that when 

organizational-based self-esteem is significantly affected in positive way, the same would happen to 

citizenship. Having that link in mind, testing the H1a hypothesis about any potential significant 

correlation between organizational-based self-esteem and improved reporting of CSR, the conducted 

Mann-Whitney U test showed there wasn’t a significant correlation, meaning citizenship will similarly 

not be affected. However, when taking into account the effect of the control variables, namely, when 

conducting the Mann-Whitney test with shorten samples excluding employees who had no previous 
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knowledge or very little knowledge of Ball Group’s CSR policy, a significant correlation between CSR 

and organizational-based self-esteem was discovered. Additionally, a potential moderation effect 

from familiarity with CSR was discovered. This means that in order for the undertaken reporting CSR 

initiative to be affecting employees’ self-esteem, and with it to some extent the feel of citizenship, it 

is required that employees have some knowledge of the organization’s CSR policy. 

 

Therefore, the more CSR initiatives reported by the organization to the employees, the better the 

organizational-based self-esteem and thereby, citizenship. As it may be recalled, citizenship is a 

component of reputation by the Rep Track model. Hence, the better the employee's citizenship, the 

better they affiliate with the company. It can be concluded from this analysis that the creation of a 

reputation gap is possible, as reporting more initiatives towards the employees might enhance their 

organizational behavior self-esteem wise and their citizenship.  

1.2 Extra-role behavior, working climate, corporate governance and reputation 

In the literature review section, it has been proven through empirical evidence from past research 

papers that extra-role behavior and corporate governance were linked. As a matter of fact, corporate 

governance has a huge role, as it can influence employee willingness to go beyond what is formally 

required in their contract. Furthermore, Leblanc (2015) emphasized that corporate governance 

influences rights and relationships between stakeholders, among which, employees.  

 

Empirical evidence provided in the literature review also links workplace climate and extra-role 

behavior. Indeed, many research papers focused on the link between CSR practices and individual 

employee performance (Peterson 2004; Brammer, Millington and Rayton 2007; Valentine and 

Fleischman 2008; De Roeck and Delobbe 2012; Newman, Miao, Hofman, Zhu 2014), serving as backup 

for establishing a relationship between workplace climate, being affected by CSR initiatives 

undertaken, and employee performance. In the current analysis, neither significant results were 

revealed between CSR and extra-role behavior, nor moderation effects were revealed. 
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This means that no significant link can be provided between the fact that better CSR leads to better 

extra-role behavior, hence, it cannot be concluded that corporate governance through CSR leads to 

better extra-role behavior. In other words this proposed link cannot be established. Similarly, no 

direct significance can be described between extra-role behavior (hence working climate) and CSR.  

 

However, as the results for extra-role behavior were already high from the beginning of the survey, 

no significant improvement could be found through the analysis. It is notwithstanding, no significant 

decrease was found in extra-role behavior, indicating that the corporate governance actions already 

undertaken by the management were enough to enhance extra-role behaviors. Similarly, this 

indicates that the workplace climate conditions are already enough to initiate extra-role behaviors. 

CSR initiatives as part of corporate governance do not seem to have further significant impacts on the 

employees, extra-role behavior wise, and do not seem to have significant impact on workplace 

climate either.  

Nevertheless, a major, although not significant improvement, was found whenever only taking under 

consideration the employees that had heard of CSR before. This indicates that corporate governance 

focusing on better reporting CSR initiatives towards the employees could enhance extra-role 

behaviors a little bit more than they already do. Similarly, better reporting could improve workplace 

climate in the company, and thereby, influence extra-role behaviors.  

Therefore, more CSR initiatives reported by the organization to the employees do not significantly 

improve the workplace climate and the extra - role behavior. It can thereby also be stated that there 

is no significant improvement related to corporate governance and its effect on extra - role behavior. 

As mentioned earlier, according to the Reputation Institute (2014), both workplace climate and  

corporate governance are essential components of reputation, when assessed through the RepTrack® 

model. Hence, although there is some improvement in the extra-role behavior whenever the 

employees knew what CSR was, hence workplace climate and corporate governance, it can not be 

concluded that CSR reporting will spark an increase in the reputation gap. At least not immediately 

after the implementation of the initiative. However, in the future, there could be a perspective that 
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the effect would be made significant due to the assimilation and contrast theories, which are 

presented as a key component of the reputation gap concept (Chun, 2005) .  

1.3 Organizational identification, citizenship, working climate and reputation 

As it may be recalled from the literature review, organizational identification is related to both 

citizenship (in the sense that an organization helps the employees to identify better with the 

organization involving employees in CSR initiatives (Kim, Lee, Lee, & Kim, 2010)) and workplace 

climate (through the notion of culture and working environment). The analysis conducted revealed 

that after seeing the short CSR report, the organizational identification of the employees decreased 

significantly, more particularly for the employees that believe in CSR (“CSR matters”; “companies need 

to engage in CSR”) and that are somehow familiar with the CSR projects carried out at Ball Group. A 

moderation effect of whether companies need to engage in CSR was also discovered. This means that 

for the employees who believe in CSR and that already know about the CSR initiatives of the 

company, a one-page quick report as the one provided is not in line with their own values and beliefs. 

The report was just probably not enough, possibly because the content and/or the level of CSR 

engaged was disappointing. Therefore, the analysis lead to the idea that CSR reporting can 

significantly affect the organizational identification of the employees, hence their citizenship and the 

workplace climate. As explained in the Theoretical and Conceptual Framework, workplace climate and 

citizenship are variables testing for the effect of CSR over reputation. As those two are linked to 

organizational identification, it can be concluded that reporting CSR initiatives can have a negative 

impact over the internal reputation of the company, in case the reporting is not sufficient, or if the 

CSR initiatives undertaken are not in line with the values and belief of the employees. Therefore, the 

creation of a negative reputation gap by customer-facing employees can thereby be a consequence of 

insufficient and not thorough reporting.  

The interview conducted with the Climate Change and Sustainability expert at KPMG strengthened 

the idea that reporting CSR is a first step, that has an impact on stakeholders in the short term, but is 

not sufficient to create significant value in the long term, as CSR needs to be something more than 

just reporting certification principles. As such, reporting is an important start, especially as it was 
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outlined that frontline employees are usually not aware of what their company is doing. Nonetheless, 

simply reporting the current CSR initiatives following the UN Global Compact principles cannot be a 

long term efficient reporting strategy, as it will quickly get obsolete if more is not initiated by the 

company. In that sense, the employees that heard about the CSR initiatives at Ball Group before the 

survey was conducted see no added value in the presented report, ending up in no change, or even a 

decrease in their organizational identification as they did not necessarily learn anything new than 

what they already knew. Reporting is also not an easy task, especially when it comes to frontline 

employees, as the report needs to be attractive enough to make them interested in reading it. A 

proper customized-internal-communication strategy is required, beyond reporting certification 

standards, to initiate the creation of hidden value, even in the short term. It has to be outlined that 

this does not necessarily requires a lot of resources. 

2. Stakeholder management and CSR 

 

Put for the first time into perspective, stakeholder management and salience identify and move the 

role of management forward to balance the multiple stakeholder claims and make the most of it. 

Employees are identified as the only stakeholder to possess, to some extent, all three factors of the 

salience model (power, legitimacy, and urgency) (Mitchell et al. 1997), and the conducted survey 

about their reaction towards the improved reporting initiative was expected to have some impact on 

them.  

2.1 Power and CSR 

In this research paper the “power” factor stands for the extent to which Ball Group employees, both 

customer service and managerial position, have the physical, utilitarian, or normative means to 

impose their will and whether it is recognized by the highest level of management which has two 

levels: board of Ball Group and the investors from Axcel (PE firm). The analysis of the gathered data 

was done through a Mann-Whitney U-test, and when initially conducted it showed significant 

difference between the mean ranks from before seeing the summarized report and after, resulting in 

the acceptance of hypothesis H2a. This initial analysis only identified there was an impact to some 
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extend, but didn’t lead to the reasons for it. The explanatory analysis, which took into consideration 

the answers provided to control variables questions actually revealed very interesting correlations, 

and two moderators (companies should focus on CSR and familiarity with CSR). It turned out that the 

power variable was affected by employees who indicated having an interest in CSR. Also, the 

significant effect was only measured for women workers, and not men. Even so, the most interesting 

finding came when the position of the employees who filled out the survey was taken into 

consideration. Surprisingly, the power factor improved more for employees who worked at the 

“customer service” level than for the “managers”. This  requires further investigation and is a very 

intriguing finding from this paper. Future implications of this findings and the way it can be utilized by 

both PE firms and portfolio companies is further assessed in the Discussion and Perspectives section. 

2.2 Legitimacy and CSR 

For the purpose of the conducted survey, the legitimacy factor is represented through the individual 

type, as it is important to discover how each and every employee reacts when the report is presented. 

The individual type of legitimacy stands for the perceived professionalism and level of experience. As 

all the other salience factors, legitimacy was evaluated through two questions which were asked 

twice, before and after a shortened version of the CSR report based on the Triple Bottom Line 

standards. The initial Mann-Whitney test of the data showed there was no significant correlation 

between the proposed CSR initiative and the changes in the legitimacy factor. Further analysis was 

conducted and the results revealed only one significant correlation, along with a moderation effect of 

company position. The data showed that the individual legitimacy of managerial personnel 

significantly increased after they saw the proposed report.  

2.3 Urgency and CSR 

Finally, urgency was tested through the same methodology and tests as the previous variables. The 

analysis revealed that urgency was marginally affected when showing the employees the short CSR 

report. Further analysis revealed that urgency perception was significantly affected for women, 

whenever employees thought that companies need to engage in CSR, and whenever the employees 

had spent over two years in the company. Also, the control variable “companies need to engage in 
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CSR” might serve as a moderator. This means that the urgency of the employees having an interest is 

CSR is even more affected than for the others. 

The results also indicate that the longer the employees stay at the company, the more they believe 

their claims should be taken fast into consideration by the management, which, in itself, makes 

perfect sense and reinforce the idea that the data relies on a logic flow. 

 

Overall, the salience of the employees increased after seeing the CSR report, and all three salience 

variables specifically showed significant to highly significant correlations with the employees that had 

heard of the CSR projects carried out by the company before. The PE firm believes that employees are 

a main asset and they need to make sure that employees don’t see them as an enemy. Nevertheless, 

employees do not rank as high as the investors in the stakeholder evaluation matrix. PE firms believe 

that portfolio companies’ employee management is not their role, but rather the role of the CEO of 

the acquired companies. Hence, implementing better reporting initiatives is rather the portfolio 

company role and call. PE companies only enforce CSR initiatives to prove to external and influencing 

stakeholders (investors, NGOs, media, etc) that their investments are safe and socially responsible. 

The analysis proved that  the proposed initiative of better reporting reinforces the employee's 

importance, and can hence make them more influential, for instance on the way they interact with 

the clients. This in the end can affect the reputation gap, positively or negatively, and create, or 

decrease potential profits. 

 

Now that the results obtained have clearly been identified, the next section will focus on the concrete 

implications of the findings. 
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DISCUSSION AND PERSPECTIVES 
 

a. Theoretical and literature implications 

 

Focusing on the impact of CSR initiatives on internal reputation and stakeholder management, this 

project was set up and organized so as to address the literature gaps found in the field. 

The work more specifically focused on the impact of CSR initiatives, namely reporting, towards the 

employees of a PE-owned portfolio company, and the possible value creation outcomes which can be 

achieved through the reputation gap. 

As it may be recalled, few existing researches were found regarding the relationship between CSR and 

employees (Lee, Song, Bernhard, 2012; Kim, Lee, 2010; Bauman, Skitka, 2012). The ones collected 

mainly analyzed the impact of CSR over the organization as a whole, from financial performance to 

stakeholder connections. In that sense, the thesis aimed at thoroughly investigating the impact of CSR 

over the employees of a portfolio company and over stakeholder management, and complement the 

existing literature in the field. 

  

To do so 3 dependent variables related to the The Theory of Stakeholder Identification and Salience 

(Mitchell et al. 1997) were defined: power, legitimacy and urgency. Mitchell et al. (1997) emphasize 

that the legitimacy of the employees should theoretically be recognized in the firm, and that 

employees have significant influence on the firm (power) compared to other stakeholders. Crane and 

Matten (2004) recognize the importance and “peculiar role among stakeholders” (Crane & Matten, 

2004, p.224) of employees as a stakeholder as they work closely to the business, and thereby 

represent a key resource. In order to analyze the existing “gap” on the topic, due to the fact that 

previous works only focused on a single target approach, either communication or financial 

performance, a survey amongst employees of a portfolio company was conveyed. The results of the 

survey concluded that CSR had a significant effect on the feeling of power of all employees, on the 

feeling of legitimacy of the managers specifically, and on the feeling of urgency of employees having 

worked over 2 years at Ball Group. As those three were increased after the employees saw the CSR 

report, the experimentation here is in line with the findings of the literature review regarding the 
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importance of employees as stakeholders, and complements the literature gap in the sense that CSR 

could play a role in stakeholder management. 

  

Reputation wise, Gifford (2010) emphasizes that a successful engagement of the stakeholders might 

influence the reputation of a corporation, through the power factor. It is therefore argued that PE 

companies should rank portfolio company’s employees higher in their stakeholder mapping, in order 

to be on equal terms with how employees as stakeholders perceive themselves. Also, this would allow 

the effects of the reputation gap to take place and would at the same time help getting an improved 

oversight over potential employee-related issues. Such issues were examined by Felps, Mitchell, & 

Byington (2006), who concluded that there could be a potential drop in performance up to 40% from 

slacking, and unhappy front-line employees. 

  

Apart from the pure stakeholder management theories, the current study focused on the impact of 

CSR over employees’ organizational behaviors. To some extent, research in that field provides 

empirical evidence that CSR initiatives have a strategic value, beyond risk management, particularly if 

corporations work to reinforce the identification link with their employees. As such, Lee and Kim 

(2012) emphasized that an organization’s CSR initiatives contribute to increase the organizational 

identification of employees. The current study conducted went deeper into the topic, and provided 

evidence that indeed, CSR does impact organizational identification, but does not necessarily improve 

it. On the contrary, if the CSR initiatives are found be disappointing, not enough, or not in line with 

the values and beliefs of the employees, the organizational identification can significantly decrease, 

and in the end, possibly steer a negative effect towards the reputation gap, leading to no added value, 

or even decrease in potential profits. This means that even though reporting is not one of the most 

challenging new CSR initiatives, it still needs to be thought through, and needs to include meaningful 

insights and tangible undertaken actions so as to impact the organizational identification is a positive 

way and maintain its level. 

  



 101 

Crifo and Forget (2012) assessed that the lack of relevant CSR initiatives for the employees leads to no 

impact on internal reputation. The point discussed above shows a lack of alignment with this 

research, as a lack of CSR or insufficient CSR initiatives taken towards the employees can actually 

decrease organizational identification, and thereby, negatively affect internal reputation. 

  

Examining the literature review for any potential links between extra-role behavior and CSR proved 

that no significant connection was discovered so far and that there might be a gap, research wise. 

Based on the definition provided by Cho & Faerman (2010), extra-role behavior embodies “behaviors 

which are not formally required or described by any formal job description, and which furthermore are 

not part of the formal reward systems”. This current study brought unfortunately no new empirical 

findings to this existing gap, as the analyses conducted showed no significant outcomes. It was 

however found in the analysis that the employees had evaluated their extra-role behavior at a high 

level, before seeing the CSR report. It can therefore be argued that if extra-role behaviors are already 

important in a company, CSR might not bring extra value in that regard. However, the results might 

have been different if the employees had not evaluated their extra-role behaviors as high since the 

beginning. Even so, the authors of this study argue here that the implementation of CSR initiatives 

such as reporting might require some time before showing any potential results. Furthermore, the 

analysis revealed that most of the time, the CSR report had more effect on the employees having 

heard of CSR or being familiar with the projects carried out at the company they work for. This means 

results might be more meaningful if the study was conducted over the same variables in the long run. 

Further research in that matter is to be considered. 

  

Regarding organizational-based self-esteem, Pierce and Gardner (2004) argued that people’s own 

feelings of competence influence self-esteem, thereby influence employees attitudes and job 

satisfaction, overall impacting performance. These researchers also emphasized that employees’ 

experiences of success in a firm could increase their organizational-based self-esteem, and 

reciprocally, failures might decrease it, likewise impacting performance. Furthermore, empirical 

evidence proved that corporate reputation is affected by the perceived trust, thereby self-esteem, in 
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the mind of organizational stakeholders (e.g., Walsh and Beatty 2007; Walsh et al. 2009; Sarstedt et 

al. 2013). Overall, general research proves that CSR positively affects metrics such as turnover 

intentions, organizational pride and commitment (Bauman & Skitka, 2012). The analysis conducted in 

this paper is in line with the empirical evidence found in the literature, and enhances those finding at 

a deeper level. Indeed, the results of the survey revealed that CSR has indeed a positive effect over 

organizational-based self-esteem; but more particularly for the employees having heard of the CSR 

projects at the company before. This complements the existing empirical evidence, in the sense that 

CSR impacts organizational-based self-esteem in a more powerful way when the corporate initiatives 

are better communicated among the employees. 

  

Summing the literature and theoretical implications up, the findings imply that the results found are 

in line with the existing empirical evidence, which indicates the reliability of the overall analysis.These 

results also underlines that further research is needed within the fields that this paper focuses on. 

 

b. Practical implications 

 

Risk management tool vs value creation tool 

The PE world believes that CSR is not a priority value creation wise, as the outcomes from it come in 

the long term, rather than in the short term. As an acquired company might highly likely remain under 

ownership of the PE for a short period, usually 3 to 5 years, the PE firms believe that investing in CSR 

is not worth it. It is argued that this view is narrow minded, and that even though CSR may have 

rather long term benefits, PE firms can still take advantage of it in a significant way. First of all, it is 

well recognized by investors that CSR is a strategic resource meant to enhance the performance of a 

company (McWilliams et al., 2006). As such, socially responsible investments (SRI) are expected by 

investors who foresee greater returns of their investments (Cumming and Johan, 2007). UN Global 

Compact and UNPRI do not, in that sense, fully comply with the investors expectations, as those 

mainly make sure that the PE does not acquire businesses disatisfying the 10 principles of the UNGC, 

against child labor or corruption for example, which would in the end potentially hurt the reputation 

of the involved firms. This is obviously a requirement, linked to a preventive defensive action of CSR. 
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It is however not enough to create value - in that particular case, it mainly acts at not losing value. 

Using CSR as a more proactive tool could on the contrary enhance the value creation, in a significant 

way. In the analysis, this has been investigated and verified for service companies, having employees 

interacting directly with customers. This is just a value creation appetizer, as the authors believe that 

much more CSR hidden value can be created by taking CSR as an offensive tool. 

  

Furthermore, not getting the profits within the first years of the investment does not prevent from 

forecasting those profits in the future. This means that while conducting a due diligence and 

evaluation process, the future impact of CSR for the post-PE investor should be investigated and taken 

under consideration. Gill (2006) himself wrote that leadership has two vectors, one being result and 

performance, the other one being a good corporate citizen. This reinforces the idea that focusing on 

short term profits only is not optimal, and that some hidden value creation could be raised by acting 

more on the CSR side. As addressed in the theoretical and literature implication section above, the 

results coming from reporting might take time as employees have to go through an assimilation 

process, which means that the creation of value through the reputation gap will very likely be 

enhance, but not directly after the employees saw the report.  

  

In the end, investing in CSR will mainly benefit the new entity acquiring the portfolio company, after 

the PE sells it. CSR should act as a premium value when selling the company. Many studies support 

the fact that there is a positive correlation between CSR and performance  (Cox et al., 2004; Johnson 

and Greening, 1999; Graves and Waddock, 1994). Although it is true that no proper value can be given 

to CSR, some tools such as the True Value Concept help assessing the potential losses avoided by 

investing more in CSR as an offensive tool. In the end, the authors of this paper argue that PE should 

see the link between CSR and financial performance rather than social responsible investments and 

standard portfolios.  
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Reporting: few efforts towards great value 

 

Reporting is a CSR initiative that is currently not required by PE firms towards their portfolio 

companies. PE firms are concerned with the fact that their investment should be socially responsible, 

so that they make sure no harm due to corruption, child labor, human rights, etc. will be affecting 

their reputation in the near future, and to ensure investors that their assets are responsibly secured. 

This responds to a risk management and defensive action, as stated before. PE firms do not believe 

they should get involved in portfolio companies employee management. All they make sure of is that 

the employees from the acquired company understand who they are, and do not see the PE as an 

enemy. The authors of this paper believe that reporting CSR initiatives is in line with that 

communication strategy, and on top of it, does not require sizeable investments or efforts, while it 

could potentially create more value. Indeed, as PE firms already require from their portfolio 

companies to engage in the UNGC, reporting regarding those actions is just the next step, and does 

not require immense efforts, after the establishment of the reporting structure. Furthermore, 

reporting does become obsolete and may not generate as much value through the proposed model in 

the long run. However, as the portfolio company is not meant to stay in the hand of the PE firm for 

the long term, the PE firm could theoretically benefit from the direct value creation of this reporting 

initiative in the short term. The results of the analysis conducted led the authors to believe that 

presenting a comprehensible report to the front-line customer-service employees had positive and 

significant impact of their organizational-based self-esteem, whenever employees were already 

familiar with the CSR projects at Ball Group before. This means that indirectly, the more the company 

communicates its CSR projects towards employees, the better the effect on the citizenship of the 

employees, hence on their internal reputation, according to the model the authors used in this paper. 

CSR impacts organizational-based self-esteem in a more powerful way when the corporate initiatives 

are better communicated among the employees. In the end, the reputation gap could be enhanced if 

employees would talk more positively about their company to the customers. Indirectly, CSR can 

therefore create value for the company in that sense. Furthermore, the analysis revealed that the 

power and urgency of employees were positively affected after seeing the short CSR report, as well as 
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the legitimacy for employees who are managers. This overall implies that employees’ salience 

perception increases, meaning that they consider themselves more influential towards the company 

and can impact it (positively, or negatively). More communication about CSR could then influence 

them in a positive way and limit negative impacts. The authors argue that PE firms should take 

portfolio companies employees into consideration more than the status quo, as those front-line 

employees can potentially harm the portfolio company and through it the PE itself. PE firms support 

the notion that portfolio companies employee management is not their role. As the main owner, they 

can however strategically advise the portfolio company on potential ways to manage those 

employees, CSR wise. The proposed improved portfolio company employees management, leading to 

bigger involvement through the CSR reporting could be beneficial by reducing the risk of employees 

being neglected,  strikes, overall dissatisfaction, and turnover (Williamson, 1986 ; Spector 1986). 

  

Nonetheless, it has to be noticed that reporting towards employees also revealed that negative 

outcomes could happen, which could indirectly lead to a loss if customer-facing employees end up 

creating a negative reputation gap. Indeed, in the analysis conducted, the organizational identification 

of the Ball Group employees decreased after seeing the report, particularly for the employees who 

knew what CSR was beforehand. The same happened for the employees that were somehow familiar 

with the CSR projects carried out by Ball Group. Several explanations can be provided here, including 

the fact that the employees were disappointed by the report, or that they were disappointed with the 

CSR initiatives undertaken, which in the end proves that UNGC and UNPRI do not really bring any 

value for them. In the end, reporting can potentially create value through the reputation gap, if it is 

well done, and if concrete actions are taken. Reporting in this case does not work as a defensive 

action, but is rather part of a value creation initiative. Shall PE decide to go for this, it should be done 

thoroughly, creating a report that is appealing, adapted and attractive. The customer-facing 

employees need to be aware of what is going on in their company, this cannot be done by providing 

them with a long CSR report. As well, this cannot be done by procuring the same information over and 

over.  
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As previously discussed in this section, reporting can have both positive and negative implications 

depending on how the organizations choose to use it. A prime example of how CSR initiatives can 

significantly affect an organization is Volkswagen. They aggressively reported the reduced carbon 

print of the newest diesel engine to the public in North America, which led to a huge spike in the sales 

of diesel cars. However, that backfired in a tremendous fashion, when it was discovered the results 

were manipulated. The implications of this are so big that Volkswagen estimates the potential costs 

related to the issue to be around 5$ bn (BBC, 2015). Although reporting helps creating value, through 

the reputation gap as analyzed in this paper, this CSR initiatives also has a dark side that needs to be 

considered, so as to map it properly. 

 

Summing it up, the authors of this paper argue that PE firms should see CSR as an investment, rather 

than a cost. It was assessed that CSR can potentially create value reputation wise, although the 

proper quantification of this value is very difficult to assess. The current analysis is mainly valid for 

portfolio companies operating in the service sector, as the reputation gap is mostly being enhanced 

by customers facing employees. As PE firms own companies in different sectors, a single reporting 

CSR strategy might not be as worthwhile for all the business investments they make. 

 

c. Perspectives and implications for future research  

 

As the model used in this study involved two dimensions for reputation (a rational side, through the 

RepTrack® variables, and an emotional one through the organizational behavior variables), but mainly 

investigated the effect of CSR on the emotional level, it would be interesting to further assess the 

possibility of creating value through the reputation gap, focusing more on the rational level, as the 

Reputation Institute suggests. This would make the results more meaningful, on a rational level, as 

the conclusion reached for the emotional level do not fully apply to the rational level. Indeed, as 

mentioned in the limitations, the connections between the rational and emotional variables provided 

in the literature review are not strong enough to assess that any impact on the emotional variables 

also fully applies to the rational ones. In that sense, according to the analysis, if PE enforced more CSR 

initiatives such as reporting towards their portfolio companies, it would impact the employees’ 
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organizational behaviors (mainly organizational-based self-esteem and organizational identification) 

and thereby their identity towards the company (internal reputation), which can possibly link to value 

creation through the reputation gap. However, further investigation to assess how strongly CSR 

affects the reputation gap on a rational level would grant the research with more “rational results”, 

hence more meaningful outcomes that PE firms could consider valuable enough to take CSR as a value 

creation tool into consideration. 

 

Furthermore, as the analysis provided in this study more particularly applies to portfolio companies 

working in the service sector (customer-facing employees), further research should investigate the 

impact of CSR on reputation and the possible value creation outcomes applicable to other industries. 

This way, it could further be assessed whether requiring PE portfolio companies to implement more 

CSR initiatives worth it.  

 

On the other side, while properly quantifying the value creation of CSR reputation wise is a complex 

task that has not really been assessed so far, providing evidence of the strength and importance of 

the impact can be a start to prove the validity of using CSR as a value creation tool rather than a 

simple defensive and risk management tool. The current analysis provides a basis of such a model, as 

it was proven that basic reporting significantly affects, to some extent, organizational-based self-

esteem and organizational identification of customer- facing employees. This means that costs vs 

profit wise, reporting CSR could be worthwhile, as reporting does not require much additional 

investment once CSR initiatives are implemented in the company, and can indirectly provide 

meaningful value through the reputation gap. 

 

Last but not least, it was noticed in the additional explicative tests section of the analysis that some of 

the control variables acted as moderators, namely familiarity with CSR, companies need to engage 

with CSR, companies should not focus on CSR and position in the company. It is thereby suggested 

that further investigation focuses on these findings.  
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CONCLUSION 
 

The business world has over the past years increasingly been perceived as a main cause for the 

negative global economic, social and environmental issues. Engaging and acting in meaningful CSR 

activities has never been so highly expected from the corporate world, turning it into an almost 

mandatory part of the business. PE firms respond to this by defensively forcing their portfolio 

companies to adopt CSR certifications such as the UN Global Compact and the UN PRI, which do not 

ensure proactive actions and instead simply aim at satisfying legal and investments requirements. 

The contributions of this project shall be seen as the very first steps to recognizing CSR as a value 

creation tool affecting the perceived reputation of an organization in the eyes of the employees. 

Whereas most CSR researchers focused on the impact towards external stakeholders and external 

reputation (the latter also being referred as “image” in the context of this study), the effect of CSR as 

a value creation tool has been addressed from an internal point of view, specifically through the 

portfolio company’s employees point of view. The presented concept provided a first justification to 

the idea that PE firms should show a deeper interest in CSR as a value creation tool, by proposing that 

an initiative such as reporting the current CSR policies would lead to: 

1) improved employee salience which represents a better recognition of the impact of employees and 

how valuable they are; 

2) potential increase in profits through the reputation gap (Chun and Davies, 2006), as reporting 

impacts front-line employees organizational behavior and company perception. 

  

The analysis revealed that such activism is strategically grounded, as using CSR as a value creation tool 

could potentially enable PE firms to differentiate and enlarge risk management policies from a strict 

investment security, which at the same time ensures better communication with their indirect 

employees. Indeed, as reporting CSR towards frontline employees showed significant impact on their 

organizational behaviors, good reporting might also enhance value creation through the reputation 

gap, considering the specificities of the industry studied. Responsible investments hence appear to 

have been thought through from a risk management perspective and investor side. Nonetheless, PE 
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companies currently seem to overlook their human capital essential for successfully benefiting from 

CSR initiatives. 

This study designed several paths for further research in the field, such as the fact that the value 

creation of CSR reputation-wise could be addressed through other drivers than the reputation gap, so 

that the reporting of the undertaken CSR initiatives could also benefit PE portfolio companies 

operating in another sector than the service industry. It is thereby hoped that further investigation in 

the matter will be considered. 
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BALL GROUP – 2014 CSR Report Overview 

 

BALL GROUP believes in Dedication, Courage, Team effort drive, Closeness, Common Sense.  

Our mission is to empower people to succeed 

 

CSR initiative taken towards the Ball Group Staff:  

Under represented gender: “20% of the top management in BALL GROUP seeks to consist of female’s pr. 2017, 

which also include a minimum of 1 female board member.” Everyone is thereby guaranteed equal and open 

possibilities for being a part of Ball Group, and hereafter making use of own possibilities and competencies in 

the best possible way. 
 

Trainees: BALL GROUP supports young people in their aim for education, and give them better opportunity to 

enter a new employee contract with Ball Group, or to gain competences in the field. 
 

Working conditions:  

 BALL GROUP offers all employees a pension and health care scheme.  

 A massage therapist offers her services during work hours three to four times a month. The treated 

employees receive full payment for the duration of the treatment. 

 Access to tea, coffee, water, fruits and luncheon – consisting of a warm dish, bread and a salad bar.  

 

CSR initiatives taken towards the environment and stakeholders 

In Addition to the Global Compact 10 principles, BALL GROUP promotes a Code of conduct  for its suppliers 

based on the following: 

 

Chemical testing program: among suppliers since 2014, which is an added factor in quality performance 

limiting high risk fabrics and decorations. 
 

Human Rights: Buying departments at Ball Group frequently visit its suppliers, to keep close relationship and 

guarantying extra control and observation for no human right infringement. 
 

Animal Welfare/REACH: Since 2014, all fur is being excluded from the collections.  
 

Environmental impact: suppliers closer to Denmark, reduce paper. 

 

 
CSR committee: Conni Schrøder, Ole Holm, Peter Møller, Lisbeth Kjerulf Mikkelsen and Janni Nansen Schmidt. 
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Appendix 2a: Transcription of the interview held with the Head of Corporate 

Affairs at Axcel, PE firm. 

 
Transcription of the interview with the Head of Corporate Affairs at Axcel 
[00:00-00:17] REMOVED 
[00:18]D: We saw that Axcel is a really active PE fund and we are wondering whether you are taking serious 
consideration stakeholder management wise. What are you doing in that regard, do you conduct preliminary 
analysis to figure out who are the most important stakeholder? 
[00:33]J: It differs a lot from company to company, so our job is to make sure that each company joins the 
global compact and follow the guideline. So as a PE company you do not play an active role concerning how a 
company acts within that regard. As an active owner, it is not our job to manage the company. We can advise 
the management, through the board of directors, where we are represented, but a company should do… and 
this is very critical. So I would say its very company individual how they carry out their stakeholder 
management. It depends on the business model. 
[01:50]D: So basically Axcel isn’t active in that regard, basically, analyzing the stakeholders for each portfolio 
company you are actually involved with? 
[02:02]J: We carry on a lot of analysis before we acquired a company and also during our ownership. But the 
CSR angle that we have is that we make sure that the companies that we own are acting as responsible citizens. 
But we do not advise them or encourage them to do certain things. For example during crisis, if we have some 
kind of crisis in the company, we can act, but normally, that would not be the case. 
[02:55]D: So basically, the CSR involved at Axcel is through the UNGC 
[03:02]J: Yes we have 2 UN pact systems that we follow. We have the global Compact, and we also signed up 
for the UN PRI last year, which is very important towards our investors, because our investors would like to 
make sure that we act as a responsible PE union and the easiest way for them and what they understand best 
is UN PRI. The global compact is more at a company level. And that makes us quite unique because maybe you 
could look it up, through your research, if any PE fund in Europe has decided to make sure that all their 
portfolio companies have joined the global compact, and at the same time has joined the UN PRI. 
[04:10-04-18]REMOVED 
[04:19] EQT for example has joined the UN PRI but their companies have not joined the Global Compact. And 
it’s a bit of a paradox because the interesting thing is that if your companies have joined the Global Compact, 
you can be sure that they consider stakeholder management, environmental and all those issues concerning 
the global compact. You have to go through them each and every day. If a PE has joined the UN PRI, you cannot 
be sure your companies actually go through the same procedures. And that is pretty interesting.  
[05:04-05-14]REMOVED 
[05:15]L: In the literature review we conducted, it is stated that the UNGC does not benefit companies in 
developed countries as much as other less advanced countries. 
[5:25]JNo that is true. Through the UNGC, from a risk perspective, it is better that we make sure that the 
companies have joined the UNGC because that way we make sure that they handle risks adequately. 
[5:47]L: So basically UNGC is only a risk management tool? 
[05:50]J: Yes it is basically a risk management tool. I must be honest and admit that it is not because of any 
society risk. 
[06:03]L: What about value creation? 
[6:05]J: The value creation is, that is very difficult to assess. I think when you start working with the UNCG you 
may be more aware of certain tendencies, you know, environmental and later issues, and that can add value to 
your business but that is very hard to assess in what way and how much you want to measure, in some kind of 
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currencies. That would be very difficult to assess I would say. I haven’t seen any analysis that can find out the 
value of CSR on the economic bottom line but of course there can be many other reasons and for us the main 
reason is the risk issue and also because our investor would like to know that we handle CSR issues so they can 
invest in our fund and make sure that they do not find themselves involved with that PE fund with another 
purpose.  
[07:42]L: So you are saying that CSR is used as a defensive tool? 
[07:46]J: Yes it is a defensive tool for us. 
[07:48]L: And regarding value creation, do you not see CSR as a value creation tool because no research can 
effectively prove that? 
[07:57]J: The thing is we are an active owner but as an active owner if you tell the CEO that if you join the 
Global Compact that would add more value to your business. How do you explain that to the CEO? It is very 
difficult because he is the CEO so it is his job to find out how to manage his business. We told him that we 
should join the Global Compact, and he did, but it is not his pre-role. He might have chosen to do otherwise. 
But then we have owned companies like Pandora, Georg Jensen, and Royal Copenhagen, where it is very 
important that you live up to certain environmental standards because of the customers. Because the CEO 
already knows that. That is not because of the Global Compact. He already know that it is very important that 
you own any kind of energy. If you are a modern CEO you would know what is important for your customers 
and for your stakeholders to make sure that your companies align there. And the Global Compact is not, I think 
it is very difficult to say that because I joined the Global Compact it added more value to my business. It would 
be very hard to prove it. 
[09:48]L: So from what I understand here, we can say that investors are for the PE the main stakeholders. 
[09:56]J: Yes.  
[09:57]L: Right. So in that case if the UNGC is important for both the PE and the stakeholders. But you could 
talk about CSR, employee wise. How do you consider the employees of the portfolio company? If more CSR 
initiatives were taken directly towards those employees, don’t you think that this could bring value to you? 
[10:27]J: Maybe it could. But again it must be up to the CEO to find out how he motivated and treats his 
employees the best possible way. And I do not think that joining the Global Compact would help in that regard. 
It could attract certain employees that this company has joined the Global Compact because they share the 
same values, I am pretty aware of that. But you cannot be sure that people that like the Global Compact add 
more value than any other employee would do. Of course it is more popular now to eat good stuff or to 
support the fight against child abuse, many more people do that today than 10 years ago, but still it is hard to 
say that because the company joined the Global Compact we have more a competent workforce. We can hope 
for it, we cannot be sure. It would be very hard to prove it, I would say.  
[12:02]D: What about expropriation of employees? When you acquire a new portfolio company there is a 
change in management. Isn’t that a way for Axcel to enforce its policies on the portfolio company? 
[12:20]J: The change of management is done in the best interest of the company. To add more value to the 
company and to make sure that the company would exist when we sell it. 
[12:35-13:10]REMOVED 
[13:11]D: How is the change of management is evaluated, how does it bring value? 
[13:16]J: We would not change the management of the company if we did not believe it would add value. We 
change the company CEO if he does not perform as planned or if we can see that he or she does not fit into the 
strategy anymore. Maybe the company has grown to a certain size where the CEO can no longer add value to 
the company because it’s too hard for him to understand the next step.  
[13:52]L: You think the Private Equity firm defines a strategy for him? 
[13:53]J: We define a strategy before we acquire the company and of course we try to align the strategy with 
the CEO and discuss it with the CEO so we make sure he understands, but you can never be sure he fully 
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understood it. If it turns out 2 years later we had this strategy but the company has moved on in different 
direction and does not deliver as planned then we have to change the management. When we change the 
management we already have lost money, because we only change management if the company does not 
deliver. We only own the company for five years so if the first 2 years aren’t good, the company isn’t worth as 
much as before. So its very important to find the right CEO and not be forced to fire him or her or even the CFO 
would also be a problem.  But the CEO is the most important person in the management, and is valuable to find 
the right CEO from the beginning. But I would say that and this goes for many private equity firms, I would say 
between 25 and 40 percent of the CEOs will be changed during the ownership period of the private equity 
firm.  
[15:40]L: Have you heard of any certifications that portfolio companies engage in? Such as the Global 
reporting initiative? Does it ring a bell? 
[15:46]J: The Global Reporting Initiative? It does ring a bell some I would say larger companies who have the 
tools to use it and improve their reports. Our companies are too small for the GRI. So we don’t use it. But I’ve 
heard about it and its probably very good tool to serve the companies, but our companies are too small.  
[16:18]L: Mainly our thought was that companies spend money to join the UNGC and conduct some CSR 
initiatives. We  kind of thought this was a loss because if the employees don’t understand whats behind the 
UNGC they won’t benefit from it. That’s why the GRI was brought in, thinking that the improved reporting 
would enhance the self –esteem of the employees , and thus way with less effort to communicate, in fact 
only through a small appendix can be achieved a result. That is so because the employees don’t need to see 
a full 40 page report. 
[17:08]J: Maybe, I have no experience working with that  idea so I would not comment. I’m sorry. 
[17:17]L: We conducted a survey in which we asked employees how the feel about the company, self-esteem 
wise and etc. Then we showed them a one page appendix of the CSR initiatives at BALL GROUP and the we 
asked them again the same questions at least in the same direction but formulated differently otherwise the 
responses  would be the same. Its not much but there is still a visible difference. So as visible before the GRI 
reporting, their self-esteem was 60 and after it was 65. 
[18:07]J : OK!  
[18:10]J: So its not much but it’s a good result from a five minute survey and  one page report.  
[18:15]D: We feel this shows a significant difference, and we are thinking like this because there is plenty of 
research about self-esteem, extra – role behavior and Organizational identification linked to organizations 
financial performance.  All of those researches concluded there was an effect to some extent. The one 
conceptual framework we are working around is based around reputation. It states better company 
reputation affects employees and that could lead to improved financial performance. And the results of the 
framework point out in the really short term between 1 and 3 months there could be difference up to 5% in 
the turnover, based only on reputation. So this is the direction in which we are headed. Whether reputation 
can be affected by csr initiatives, being the GRI and etc. and how can that benefit both sides.  In your 
opinion, if more CSR initiatives are communicated that could actually create value for the Private Equity 
when the company is sold. 
[20:05]J: The problem or the issue is to implement it. Because we have so many things we would like to do 
during our relatively short period of ownership and there are a lot of initiatives you can do that would create 
value. And we choose to do what we think would create the most value in the shortest most efficient way. It 
would rarely be initiatives like CSR. I could be, but it would be rarely CSR related from a short term value 
perspective. And by short term I mean 3 to 5 years.  It could be better in the long term. If you take a company 
like Novo Nordisk for example which is a very big pharmaceutical company, there is no doubt the employees 
feel some kind of value because of the csr policy this company has compared to other. Nowadays most 
pharmaceutical companies have some kind of csr policy. So they don’t differentiate a lot anymore from the 
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others but they have done that. I’m sure it adds some kind of value. I think it’s too difficult in the short term to 
implement those values in 3 to 5 years. I think it takes more time and has to be embedded in the company 
maybe from its foundation. It’s not something you can put as an add-on to the company. Novo Nordisk has 
worked with this for many many years and in that sense, the employees are aligned with the core values and 
they use a lot of resources for this. We would never be able to do this in a Private Equity company because it’s 
too tedious, and it would be too uncertain whether it would create value. 
[22:41]L: The reputation of the Private equity is super important investors wise and that’s the reason you 
have joined the UNGC.  
[22:52]J: Yes that’s the reason why joined the UNGC. We wanted to show that we could act as a responsible 
owner. And control risk better than others. That was basically why we chose to join GC with our portfolio 
companies.  
[23:10]: That is done by most private equity companies now because they are trying to catch up. 
[23:16]: Yes they have a lot of catching up to do. No doubt about that.  
[23:35]L: And what would be the further step in that field so Axcel remains a step ahead reputation wise. 
[23:30]J: We are not entirely there yet. I would say many Private Equity firms have not joined the GC before our 
company so that’s a start. 
[23:44]L: So that’s a competitive advantage. 
[23:46]J : It is. Maybe it is, but I’m not sure.  I’m not convinced about it but I think, we have decided to do it. Is 
it a fantastic idea? Maybe! It is in progress.  
[24:20-28:15]REMOVED 
[28:12]L: Have you heard of the Salience model? It’s a model that is used to map stakeholders according to 
their power legitimacy and urgency. And  it states the more and stronger these attributes are possessed by a 
stakeholder, the more valuable it is.  
[28:36]J: We work with stakeholder management of course, we consider who our stakeholders are and what 
we can do for them. So we do it of course. 
[28:49]L: Usually you end up with investors at the top? 
[28:55]J: Yes, also companies that we own, our advisors, media, politicians, those who have the power to affect 
us. 
[29:08]L: But the employees of the portfolio company usually are being neglected? 
[29:12]J: No I wouldn’t say so. We also have plans about when we takeover a company how to communicate 
and make sure everybody understands who is in charge now and what it means for them. We make sure the 
employees are the first to know about the change of management.  If you plan to do any major changes to a 
company you have to communicate It upfront.  We can’t add value if the employees see us as an enemy. On 
the opposite they should feel we acquired the company cause we feel its profitable. And they should feel proud 
of our involvement. We only acquire companies we feel are the number one or have the possibility to become 
number one in the industry so that’s very important for us.  
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Appendix 2b: Transcription of the interview held with the Climate Change and 

Sustainability expert, KPMG 

 
[00:00-3:52]REMOVED 
[3:53]D: While doing our research, we went though the latest researches done in the CSR field. 
A lot of them mention the rise of Social Risk, which is countered by CSR initiatives of course. 
And we were wondering, when do you think portfolio companies and private equities focus on 
managing that social risk through CSR, and whether they take their employee under 
consideration as part of their society? Do they have initiative that aim towards them? 
 
[4:32]C: From what I know from Axcel they have a strategy or policy towards the portfolio company, 
you can discuss how good it is. I am no expert because I have not worked with them directly; I have 
worked with some of their portfolio companies but I haven’t worked with Axcel so I do not know if that 
kind of discussion is going on but as I see it and remember it it is about portfolio companies signing 
the Global Compact; have formed a common group and heu 
[5:08 -5:12]REMOVED  
[5:13] C: groups in the portfolio companies, with CSR managers discussing across the different PC 
companies. So what was your question again? 
 
[5:28] L: It was about PE and CSR. In your experience, how to PE entities use CSR? Is it a 
defensive tool of an offensive tool? 
[5:37] I think it is very much like a defensive tool. I have only seen once in conference in the US a PE 
company actually using CSR as a proactive or offensive tool, where they were trying to find 
companies who could really prove, mainly on environmental issues, bringing down resources, 
consumption and many other things and they saw that as one way to create value for companies. But I 
haven’t heard about any other PE companies really using that kind of risk mapping or valuation tool in 
regards to this. 
 
[6:22] L: Which is quite surprising because we read that Scandinavia was the strongest CSR 
wise.. 
 
[6:27] C: I think that is one of the biggest lies. I think that in many ways a lot of it is… 
 
[6:36] L: aren’t you more advanced? 
 
[6:37] A lot of it is connected to our value system. So I do not think that you it would be the same way 
if you went to a UK based company, US based company, which sea companies have a specific 
strategy going to low cost countries just in order to try to keep the costs down by having much lower 
standards. From what I know from Danish companies when they are establishing a factory in China or 
another place, they typically take their policies. Of course they are because it is a low cost country but 
if you compare it to a Korean owned, Chinese owned factory it is still much much better. But that is not 
really advanced, it is more part of the value system. It is not a deliberate strategic decision. I think that 
there are only a very few Danish companies who are working strategically with CSR. 
 
[7:42]: L: One of the reasons why PE use CSR as a defensive tool is because they keep the PC 
companies for a few years, and they think that there is no proof of the value creation of CSR so 



 132 

they’d rather focus on other tools to enhance the value of the PE. Do you think they could 
better use CSR in the short term and benefit from the results in the long term? 
 
[8:13] C: yes definitely. I think that has been proven by that has been Dutch colleagues with the True 
Value Calculation for PE where they can go on and see where they can work with what can be an 
internalized cost, if you are actually able to better protect the profit from the company. 
 
[8:34-9:19]REMOVED 
 
[9:20] D: Do you think CSR initiatives are overlooked in the due diligence processes done by 
PE? 
 
[9:27] C: I don’t think they look at it 
 
[9:30] D: Should they? 
 
[9:31] C: yes I think they should. I mean for me it is a very basic management tool understanding how 
the licences operate for companies and that can be both from a reputational point of view... I think, 
and that is a prejudice I have because again I have no basis for saying that but I believe that for many 
PE they see CSR as a reputation tool and not a resource issue or.. They don’t want to have their 
portfolio companies having child labor or bribery because then it is more difficult to sell. 
 
[10:15] L: Absolutly, because it matters a lot for investors etc. But well, what we focused on is 
actually CSR and its effect on internal reputation. Not for the investors, but towards the 
employees.  
 
[10:35-10:43] REMOVED  
 
[10:44]We worked on the fact that if CSR initiatives were better communicated to the 
employees, this could raise the internal reputation, through self esteem, organizational 
identification etc. In your opinion, can CSR build a better internal reputation if PE worked 
harder on it? 
 
[11:02] I think it is obvious that what a lot of PE do to gear their companies towards sales of exit is 
cutting costs. Make a slim organization, slim supply chain, cost efficiency  
 
[11:21-12:20] 
 
[12:22] L: So are you saying that there is definitely a missed value here? 
 
[12:24] Yes 
 
[12:25] L: ...That they could work on without necessarily requiring a lot of resources to create 
value? 
 
[12:30] C: No, I think no. It is difficult because one thing is a resource that you put in and the other 
thing is how much does it cost to  run a really really low cost supply chain. It also depends on the 
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quality, if you are a high quality brand it is not very good to see that it is poor people and children 
working on the supply chain, but if you are a low quality brand it might not hurt so much as people 
know what you engage for if you are selling something with that high brand value because of the 
design and the quality.  
[13:17:13:23]REMOVED 
 
[13:24]L: What we were thinking is that PE use UNPRI, UNCG, investors wise. But actually 
since they already asked their PC to implement those, just communicating those values 
through a reporting strategy to the employees could actually raise the internal reputation, and 
we do not think that this is much of an effort, that could potentially bring value to the company. 
Do you agree? 
 
[13:47] C: I believe that in order for reporting to be perceived as something of value, there need to be 
something beneath the reporting. You actually have to do something. You need to have some kind of 
work with protecting human right, and make sure you don’t have child labor, or having people 
maintaining high standards. It will not continuously be enough just to make a nice report. I think a lot of 
companies jump in and yes we do a reporting of what we do already, and that might work for a year or 
two, but if you don’t progress in any way, if you do not create a bigger impact it will not keep on 
creating positive. 
 
[14:40] D: but it will be good in the short term, 1, 2 or 3 years? Just explaining what they do, 
until this point. That would be a start. 
 
[14:40] C: Yes I think it would be where you have to start because in order to work you first need to 
map what you are actually doing, and understand all these Global Compact etc. So typically; they start 
with the report, they start understanding these things. But they never really go down and change 
something so they just keep on reporting and ten the reporting becomes obsolete somehow. 
 
[15:23] L: What do you think about the GRI, the Global Reporting Initiative? 
 
[15:30] C: I think it is a very very heavy reporting instrument for many companies. If you are a huge 
international, it can help you. If not, even, though they try to improve it with the materiality, 
assessment, requirement, I still think that there are so many reporting requirement that a lot of 
companies, if they are not so big, find very very difficult. We use it as inspiration but it is simply too 
heavy.  
 
[16:20]L: We are now going to present you with a few results that we got from the report we 
build, and presented to Ball Group employees regarding their business and policies. The 
results show there is a move in self - esteem, extra-role behaviour and organizational 
identification, once they read the report. Even a five minute report can actually have an impact. 
The GRI was taken as a model because in the report so there are economic, environmental, 
and social data presented, also there are points about human rights etc.  
 
[19:06] This helped us establish even small CSR initiatives have impact on internal reputation. 
 
[19:11] C: I think you are right, and for a lot of frontline people, they simple don’t know what their own 
company is doing.  
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[21:03] L: The PE actually told us they that apart from making portfolio companies join the 
UNGC and the UNPRI, the CSR initiatives are the portfolio company’s call. And we actually 
think that if the private equity did implement a CSR initiative which is better reporting, it could 
matter, because the frontline employees might not know much and it's easy to create value 
here. 
 
[21:27] C: Yeah i agree, but it’s not enough to just create the reporting, you also have to tell the 
frontline people and make them interested in reading it.  
 
[21:55] L: Yes, but that is why a 14 page CSR report isn’t doing the job, and why we present 
them with just a 1 page summarized version. The last thing we have been working on is the 
salience. Have you heard of the salience model? 
 
[22:01] C: No, I have heard of salience from the UN guiding principles is it that? 
 
[22:20] D: No, it is a model to evaluate stakeholders and it is using three parameters to do that, 
which are Power, legitimacy and urgency. Depending on how much of each, each stakeholder 
possesses, than you can analyze and put them in a matrix to evaluate which one is the most 
influential to the company doing the analysis. We used it to evaluate how the employees as a 
stakeholder moved in that matrix after the report was presented. So  we actually have a better 
idea how they are affected by something like this.  
 
[23:15] L: Somehow after we show them the report their salience grows, compared to where it 
was before.  
 
[23:27] C: Can i see this mode so i can understand it better? So how do you define urgency? 
 
[23:46] D: Urgency is defined as, whether the company reacts to the claims of its stakeholders. 
And the way to understand it is through the time it takes the company to respond to the claim. 
 
[24:16] C: So it’s actually the stakeholder leverage.  
 
[24:18] D & L: Exactly! 
 
[24:20] L: In the theory it is said that the employees are the only stakeholder which has all 
three power, legitimacy and urgency. Actually in the theory it is stated that employees should 
be the most important stakeholder due to that reason.  
 
[25:10] C: I think from a CSR point of view this salience model lacks something. It uses Freeman, and 
it is classical. Before Freeman stakeholder management was a strategic exercise that companies did. 
So the theory was you have to give investors just enough so they stay in the investment. You have to 
give the employees just enough salary so they stay at work and etc. I think that thinking has shifted 
with the new stakeholder model by turning to moral obligations and stakeholder being someone who is 
affected by the company. And that shift is also coming from the fact that everybody is in networks and 
connected … Today i think you have to go from a strategic model to a model based on sincerity. You 
have to find out what you believe in and put it out.   
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[28:14] L: It is actually very interesting! We didn’t look it like that. It is a deeper point of view 
than what we expected. Instead of Freeman here you can actually see how important is each 
stakeholder by analyzing those three parameters.   
 
[28:30] C: It has a value of simplicity but in the same time you miss some really important stuff.  
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Appendix 3a: Correlation tests – Spearman Rho 

 

Correlation tests were conducted through Spearman Rho test, testing the correlation coefficient 

between the control variables and the dependent variables, and tested for the correlation strength 

between the control variables themselves. An example of the results obtained in SPSS is presented 

below. All results were regrouped in Table 1 and 2 in the analysis part of the study. 

Correlations 

 

Have you ever 

heard the term 

CR (Corporate 

Responsibility), 

also referred as 

CSR (Corporate 

Social 

Responsibility)? 

Averaged 

results for OID - 

before report 

Spearman's rho Have you ever heard the 

term CR (Corporate 

Responsibility), also referred 

as CSR (Corporate Social 

Responsibility)? 

Correlation Coefficient 1,000 ,442
**
 

Sig. (2-tailed) . ,009 

N 

49 49 

Averaged results for OID - 

before report 

Correlation Coefficient ,442
**
 1,000 

Sig. (2-tailed) ,009 . 

N 49 49 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Appendix 3b: independent vs dependent variables tests – Mann-Whitney 

 

Mann-Whitney tests were conducted to analyze the significance and importance of the effect of CSR 

(independent variable) over salience and organizational behaviors (dependent variables), before and 

after the employees saw the one page adapted CSR report presented in the survey. An example of the 

results obtained in SPSS is presented below, displaying the results for organizational identification and 

CSR. All results were regrouped in Table 3 and Table 4 in the analysis part of the study.  

 

H1c: Better CSR communication significantly affects the organizational identification of the employees. 

 

Ranks 

 
Change in Corporate Social 

Responsibility N Mean Rank Sum of Ranks 

OID_TOTAL Original 47 52,49 2467,00 

2 47 42,51 1998,00 

Total 94   

 

 

Test Statistics
a
 

 OID_TOTAL 

Mann-Whitney U 870,000 

Wilcoxon W 1998,000 

Z -1,787 

Asymp. Sig. (2-tailed) ,074 

Exact Sig. (2-tailed) ,074 

Exact Sig. (1-tailed) ,037 

Point Probability ,000 

a. Grouping Variable: Change in 

Corporate Social Responsibility 

 

 

 

 

 


