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1.0 Introduction 

 

1.1 Introduction to the topic 

 

In the current digital era, characterized by massive financial crisis and economic downturns 

throughout the world, firms have changed (or need to change) their ways of making profit and 

value.  

Value creation relies now on the intelligent and efficient creation of intangible assets like, for 

example, culture, skills, innovation and brands. Among these crucial assets, the intangible of 

reputation has been acquiring incredible relevance, considering the new global scenario 

formed of digital entities, social media and “productive publics” - a new category of 

stakeholders who is more and more affecting the corporate world
1
. Based on this perspective, 

we propose a revaluation of the intangible of reputation, understood under the lenses of the 

digital and social world, and we relate it to corporate financial performance and corporate 

social responsibility. 

 

1.2 Background and research questions 

 

The selection of this particular subject for this study derived from our interest in the world of 

social media, and its relationship and influence towards the corporate world. In this sense, 

when we initially started to investigate the problem area, we came across plenty of literature 

on this concept, but we identified a gap within the field that needs a deeper understanding: 

namely, the relationship between reputation – redefined on the basis of the presence of digital 

reputation economies and social media – and CSR. Under this assumption, we argue the 

presence of a new “ethical economy” and we empirically test how this new scenario affects 

the corporate world.  

Specifically, we formulated three “progressive” – in the sense that we gradually approach 

what this thesis really aims to develop and study - research questions. 

                                                           
1
 This concept will be further developed and described in the thesis 



 
 

5 

First of all, we argue that the process of “socialization of production” has been creating a new 

economic paradigm composed by a strong fusion between economics and ethics. This new 

ethical economy finds its basis on three important – developing – concepts, namely 

productive publics, digital reputation economies and social media.  

Specifically, based on the rise of this new class of stakeholders, the “publics”, which are no 

more mere passive figures, but produce value and, if well managed, are the real competitive 

assets for firms, the following creation of digital reputation economies – firms are constantly 

evaluated by publics, therefore achieving online reputation which need to be efficiently 

managed in order to preserve brand power and recognition – and the increasing relevance of 

social media, the affective quantifier of these social relations, we redefine the intangible of 

reputation – GS reputation
2
 - and we empirically test its influence on firms’ corporate 

financial performance. 

Given this problem area, we formulated our first research question: 

 

 

 

 

 

 

The second part of the thesis refers, once again, to our new concept of GS Reputation which 

is now related no more to the financial performance of firms’ but to their performance in 

terms of corporate social responsibility (CSR). 

In fact, CSR activities, if properly aligned with the specific needs of both the organization 

and, above all, its fundamental and valuable stakeholders (Smith, 2003), have been proved to 

be crucial in enhancing companies’ corporate reputations. In this sense, assuming the 

presence of the new category of stakeholders, namely the people, the “productive publics”, we 

will argue how CSR affects our concept of GS Reputation. 

 

 

 

                                                           
2
 “GS” refers to both General Sentiment, the data mining/sentiment analysis tools used to numerically find our 

measure of reputation, and the process of quantification of affective investments as a general quantity. 

 

How does GS Reputation affect Corporate Financial Perfomance? 
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Given this problem area, we formulated our second research question: 

 

 

 

 

 

 
The third and final part of the thesis amplifies the second research question by testing how the 

single dimensions of CSR – specifically the dimensions proposed by the KLD database, the 

source used to obtain our measure of CSR – affect GS Reputation.  

This will be the main finding of this thesis which we hope could help companies understand 

what CSR dimensions majorly affect their online reputation and, therefore, their financial and 

economic survival.  

Given this problem area, we formulated our second research question: 

 

 

 

 

 

 

1.3 Scope and Delimitations 

 

This thesis aims to investigate how firms’ online-social reputations affect corporate financial 

and social performances. The analysis is focused exclusively on 322 important
3
 US 

companies. The reasoning for focusing on one single country was given by the fact that our 

measure of CSR, the KLD database, only treats US companies, therefore limiting our range of 

choices.  

                                                           
3
 In terms of gross revenue 

 

How does CSR affect GS Reputation? 

 

Which CSR dimensions, and to what extent, majorly impact GS 

reputation? 
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We understand that by narrowing our focus down to one single country, it is hard to 

generalize our findings to other parts of the world, since we may incur in some biased results 

given by certain particularities of the country itself.  

Nonetheless, we believe that our findings will provide a deeper understanding of the 

challenges and problematic concerning the area of social media, digital reputation and CSR.  

 

 

1.4 Thesis outline 

 

Chapter 1 is designed to present the main characteristics of our research study. This section 

will present the general concepts of the entire thesis, ideas that will be further developed in 

the following chapters. The goal of the thesis is explained together with the topics’ 

backgrounds and the delimitations of the study. 

 

Chapter 2 describes the theoretical framework on which our thesis builds up. In order to 

clarify the basis of our research questions, we present and describe the existing literature on 

the main subjects of our study. The chapter is divided in two main parts: in the first part we 

define the concepts of intangible asset, reputation (the intangible of interest of our study) and 

we conclude with the introduction and description of the concept of ethical economy, which is 

based on three important ideas such as productive publics, digital reputation economies and 

social media. We conclude this section with the proposition of aour first research question 

based on our new idea of the intangible of reputation (GS reputation).  

In the second part of the chapter, we still maintain GS reputation as the center point of our 

thesis, this time relating this concept to Corporate Social Responsibility (CSR) (widely 

described in this part of the thesis). We therefore propose our second and third research 

question. 

 

Chapter 3 describes the methodology of our empirical analysis. Precisely, this section 

presents the details regarding the sources used to obtain data and information, the data finding 

method, the characteristics of our sample and the specific measures of the variables utilized in 

the analysis. The section ends with a section dedicated to the presentation of our design of 
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analysis, part where we introduce the actual formulation of the empirical equations tested via 

SPSS. 

 

Chapter 4 shows the results of our empirical analysis. Each regression is accurately described 

with a short explanation of the logical sense and implications of our findings.  

 

Chapter 5 presents a general discussion of our findings obtained from the previous chapter. 

 

Chapter 6 describes the main limitations that characterize our study. Limitations about our 

sources, our sample and our methodology are precisely presented with the consequent 

justifications. 
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THEORETICAL FRAMEWORK 
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2.0 Theoretical Framework 

 

2.1 Intangible Assets 

 

'The mysteries of effective commodity production have become common knowledge; they are 

now merely tickets for entry rather than the keys for winning the competition' 

 

                                                                                                Paul Adler and Charles Heckscher 

 

In order to understand the foundations of our research question, it is fundamental to clarify the 

concept of intangible assets. Much research has been done on the increasing importance of 

these assets, which are now more than ever key drivers of competitive advantage for 

businesses and firms.  

First, we will focus on the definition of the concept of intangible asset and its measurement 

framework, and then we will define and describe the intangible asset of reputation, the focal 

point of our entire study.  

 

2.1.1 Defining and Identifying Intangible Assets  

In modern economies, material production has becoming commonplace and therefore its 

value-added effect is constant decline (Arvidsson, 2004). Nowadays, valuable production is 

not more exclusively based on tangible and commoditized factors such as labour, capital, and 

infrastructures, but mainly refers to other factors, called “intangible assets”, such as culture, 

skills, reputation, innovation, human capital, processes, organizational structures, research 

and development (R&D), workforce training and brands (National Research Council, 2009); 

in order to achieve value, these are the real focus of every strategic process characterizing the 

entire economic productive scenario. 

Concrete numbers explain the importance of such assets, with investments in intangible 

resources around $1 trillion per year (Nakamura, 2001)/$1.3 trillion per year (Corrado, 

Hulten, and Sichel, 2006).  
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In order to outperform competitors, companies need to develop and preserve resources that 

are unique, inimitable, and valuable, and the only factors that enable companies to create such 

competitive advantage are in fact intangibles (Barney, 1991). Researches and studies have 

proved that such assets are extremely crucial in terms of firms’ productivity, competitiveness, 

economic growth and financial/social performance (Brynjolfsson, Hitt, and Yang, 2002; 

National Research Council, 2009 ). 

On a national level, intangibles - in particular R&D - have been proved to be key drivers of 

GDP growth, global competitiveness and wellbeing of nations’ individuals and families 

(National Research Council, 2009; Fukao, 2009).  

Social aspects have been massively influencing the value creation of intangible assets, like 

companies’ abilities to attract affective investments such as reputation, goodwill or employee 

motivation.  

The “new” idea of intangible resources as the basis of the value creation process does not 

mean that tangible resources, such as labour, infrastructure and products, no longer count.  

Moreover, nowadays companies are not only required to focus on the development of these 

intangible assets, but also, and above all, align these resources to their value creation 

principles, so that the firm is implementing a balanced and structured strategic plan that 

creates competitive advantages and, therefore, success (Kaplan and Norton, 2004). Strategic 

alignment is the most fundamental process in creating value from intangible assets. The 

development of both strategic maps and Balance Score Cards (BSC) are concrete performance 

tools that permit the implementation of such process, which leads to maximum returns.  

Same link connects the measurement process of intangible resources, whose value does not 

correspond to how much they cost, but how well they line up to the strategic principles of the 

company (Kaplan and Norton, 2004). 

Through the development of Strategic Readiness Reports, firms can define and analyze the 

assets, based on their abilities in terms of productivity and, above all, strategic alignment.  

 

Let’s try to specifically frame the concept of “intangible asset”. 

Intangible assets present a lot of misspecification and measurement problems because of their 

immaterial nature and the consequent impossibility of direct measurement. However, studies 

have created and used proxies for the identification of those assets, based on the degree of a 

certain variable/attribute.  
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According to Contractor (2000), three main types of intangible assets can be identified: 

 

- Registered intellectual property (ex. patents, brands, copyrights) 

- Unregistered but codified intellectual property (ex. formulae, recipes, written trade 

secrets, software, drawings) 

- Uncodified human and organizational capital (ex. corporate knowledge, corporate 

culture, customer satisfaction, “know-how”) 

 

Intangibles can also be divided in subcategories based on their degree of controllability and 

ownership (Blair and Wallman, 2001):  

 

- Resources that are owned, controlled, separated and sold  (ex. patents, databases) 

- Resources that are owned and controlled,  but cannot be separated and sold (ex. R&D, 

organizational processes) 

- Resources that are neither (fully) owned nor controlled by the company (ex. 

knowledge, skills of labor force)  

 

Another possible way of understanding intangibles refers to their role as “vehicle of 

integrating knowledge into innovative products, services, or processes” (Jarboe, 2007): 

human capital (skills of the specific labor force), structural capital (skills of the firm such as 

databases, IP, business processes, organizational structure), and relational capital (skills of 

external entities such as supplier, consultants, R&D collaborators).  

Furthermore, within intangibles, another similar distinction, which is not necessarily relevant 

in economic terms, can be done between identifiable and unidentifiable assets.  

Besides the already cited intangible, of course other intangible assets can be identified which 

are on the same level of importance or even more: corporate reputation (Fombrun, 1996; Hall 

1992; Tribo, Surroca and Waddock, 2009), personal and organizational networks (Hall, 

1992), social capital (Adler and Kwon, 2002), trust and legitimacy. 
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2.1.2 Measuring investments in intangible assets  

The ability of measuring and comparing the return on investments (ROI) in intangible capital 

is becoming exponentially crucial for enterprises in order to both create value for shareholders 

and efficiently allocate resources (Daum, 2001). 

Based on the increasing value that intangible resources have been acquiring, companies can 

no more be evaluated based only on their tangible aspects and characteristics. The mergers or 

creation of intangible assets heavily impact the market value of companies and, therefore, 

traders take into deep consideration these resources in order to implement the most efficient 

investment decisions (Ghintuială, 2010). Investors always attempt to include intangible assets 

into their valuations of companies: it’s not rare to find market values of firms that 

substantially differ from the value of their tangible assets alone and, in particular in the past 

decade, stock market evaluations of companies different from their book values (Chan, 

Lakonishok, and Sougiannis, 1999; Hall, 2001). 

As the matter of fact, more than 75 percent of the average company’s market value derives 

from intangible assets which are not captured by traditional valuating schemes (Kaplan and 

Norton, 2004).  

Keeping in mind that the investments in intangibles are extremely difficult to evaluate due to 

the unpredictability of the realization of financial returns, there are methods that attempt to 

measure and monetize intangible assets.  

 

According to Sudarsanam, Sorwar and Marr (2005), these valuation models can be divided 

into two main categories: 

 

- Static models such as Lev’s Residual Income Model, Tobin’s Q model and market 

value less book value model. These valuators are able to identify the accumulated 

value of intangibles (not the single category of assets) at a certain point in time and 

this weakness does not take account of the dynamic aspects of many intangibles. 

- Dynamic models such as Discounted Cash Flow models and real option models. These 

valuators can evaluate, each at a time, investments in intangible assets. 
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2.1.3 The role of intangible assets between corporate responsibility and 

financial performance 

According to Tribo’, Surroca and Waddock (2009), intangible resources assume a mediating 

position in the CRP-CFP relationship, which does not have any direction of causality but 

operates in both directions, with the creation of a virtuous circle; specifically, CRP leads to 

better CFP and vice versa, suggesting that corporate responsibility performance and corporate 

financial performance are synergistic, and intangibles are the variables that intervene in the 

linkage. 

This conclusion was appointed by empirical studies (Waddock and Graves, 1997a; Orlitzky et 

al., 2003)  that combined the mediation of intangibles in the instrumental stakeholder 

approach (CRP positively influences CFP) with the mediation of intangibles in the slack 

resources stakeholder approach (CFP positively influences CRP). 

Among the numerous intangible assets, few of them are of particular strategic importance: 

reputation, innovation (Cho and Pucik, 2005), human capital and culture (Barney, 1986; 

Grant, 1991). Many studies have empirically proved the relevance of these four intangibles in 

terms of competitiveness of a firm (Cho and Pucik, 2005; Roberts and Dowling, 2002) 

corporate sustainable development, and environmental performance (Klassen and Whybark, 

1999). Moreover, these researches have proved how efficient the RBV approach can be in 

evaluating the interrelation of CRP and CFP through the mediation of resources, specifically 

intangibles, that lead firms to create competitive advantages over rivals. 

 

 

2.2 Reputation 

 

The intangible of corporate reputation is the focal argument of this entire study and the 

following section seeks to both present the most influential academic research done on this 

topic, in relation to both corporate social responsibility and corporate financial performance. 

In order to be able to understand the revaluation of the concept of reputation that we are 

arguing in this study, it’s important to have a clear idea of the basic theories and implications 

behind this intangible. This chapter specifically aims in that direction by both presenting the 
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numerous definitions of reputation, its main characteristics, with a focus on its increasingly 

important aspects in terms of value creation. 

 

2.2.1Defining and Identifying Reputation 

Following the symmetry of each section of this study, let’s first start by trying to identify a 

“reasonably” clear definition of corporate reputation.  

In reality, and more than any other above mentioned intangible, it is difficult to associate a 

unique explanation to the extremely variable concept of reputation, and this is for two main 

reasons: first, there is a huge yet interchangeable number of definitions which assign clear 

uncertainty to the whole concept of corporate reputation. This lack of clarity, and here comes 

the second reason of the ambiguity of the idea of reputation, is due to the great importance 

and momentum that the whole world of media/social media has been acquiring, continuously 

reframing and revaluating the context of corporate reputation. 

 

Beginning with the very first definition that has been for years taken as benchmark, Charles 

Fombrun has to be cited. He defined reputation as “a perceptual representation of a 

company’s past actions and future prospects that describes the firm’s overall appeal to all of 

its key constituents when compared with other leading rivals” (Fombrun, 1996).  

Of course this definition had obtained an enormous amount of both criticism and revisions, 

also considering the transformations of the landscape in which corporate reputation develops 

and that necessarily caused inefficiency in the explanation itself . 

According to Barnett, Jermier and Lafferty (2006), who published a study on the Corporate 

Reputation Review journal in which they gather up the multitude of descriptions of corporate 

reputation and try to provide an efficient and universal one, three main clusters of meaning 

characterize the reputation definitions: reputation as a state of awareness, reputation as an 

asset, and reputation as an assessment.  

Within the cluster of awareness, reputations are understood as perceptions, as mere awareness 

of a firm but without judgment.  
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Table 2
4
 

 

 

 

The second group refers to the concept of reputation as assessment. Differently from the 

cluster of awareness, these references relate to reputation as judgment, as evaluation, as 

assessments given by stakeholders of a particular firm. 

Terms like “beliefs” and “opinions” fit into this cluster because of their judgmental nature. 

 

Table 3 

 

 

                                                           
4
 Barnett M., Jermier, J., and Lafferty, 2006. “Corporate reputation: The definitional 

landscape”, Corporate Reputation Review , 9: 26-38, accessed 18-05-2012. 
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The third cluster links to reputation as an asset. This is the definition that we embrace in this 

study, precisely the idea of reputation as an intangible, as a financial/economic resource. In 

fact, assessment and awareness do not capture neither the financial value nor the strategic 

importance of reputation.  

 

Table 4 

 

 

 

In Table 2, 3, and 4 the main definitions of each cluster are gathered up (Barnett et all., 2006). 

The idea shared in this paper is that reputation, recognized as vital and “ambiguous” - 

therefore hard to imitate in the short-term - intangible, is a precious asset that leads to 

“persistent profitability” (Roberts and Dowling, 2002), competitive advantage over 

competitors, and long-term sustainable financial performance (Fombrun 1996; Fombrun and 

Gardberg, 2006). 

Variables such as past financial/quality performance and appropriate reputation-building 

efforts - communicational engagement above all – (Fombrun, 1996) play central roles in both 

the creation and development of reputation; the general theory behind this process is that 

“reputation is determined by the value (quality) of the actor’s previous efforts” (Podolny and 

Phillips, 1996). 

Regarding the beneficial aspects, many business dynamics, in particular stakeholders 

relationships, are positively affected by good corporate reputation.  

On a customer level, consumers tend to favorably pay premium prices for products of high-

reputation brands and, more generally, people build positive associations of the offerings of 
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that particular company (Shapiro, 1983); employees - ceteris paribus - rather work for good 

reputational firms, potentially accepting lower wages for even heavier workloads; lower 

contracting and monitoring costs with suppliers who are less concerned about contractual 

hazards (Roberts and Dowling, 2002); marketing practices such as advertising, sales 

effectiveness, strategy development and crisis management measures are more efficiently 

established, implemented and perceived by high-reputation companies (Fobrum, 1996; 

Dowling, 2001). 

According to Fobrum and Gardberg (2006), corporate citizenship activities also represent key  

elements for the creation and development of corporate reputation: they not only generate 

positive reputational capital but they also, consequently, help companies to attract a more 

competent workforce, conclude more favorable contracts with suppliers/governments, reduce 

cost of capital and enhance brand equity (Fobrum, 1996). Of course, these benefits occur both 

on a global and local level: through the conception of reputational measures - and, in general, 

intangibles - companies are able to increase their differentiation strategies, being therefore 

able to compete locally by building corporate assets like image, trust and legitimacy (Fobrum, 

1996). 

To sum up, reputational capital permits to efficiently manage long term stakeholders relations 

which consequently increase firms’ chances of outperforming competitors either by boosting 

revenues and/or moderating operating costs (Hillman and Keim, 2001). 

 

Given that the companies that invest in the intangible of corporate reputation - source of 

competitive advantage - achieve better financial results, it’s important to further analyze 

which business activities allow this process of valorization of reputational capital. In 

particular, activities of corporate social responsibility have been proved to be key 

reputational-building drivers. Companies are required to both efficiently implement and 

communicate CSR activities that create positive reputation in order to achieve positive 

corporate results (financial and non).
5
 

 

Even if they revise the CSR-CFP relationship on a very specific way, considering the 

intangible of reputation as mediator, the theoretical framework behind the Tribo et all 

                                                           
5
 Further details regarding the relationship between reputation and CSR will be provided in section 1.4.5 
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(2010)’s approach is based on the most important, and above mentioned, academic literature 

of the reputation asset. 

Regarding the creation of improved financial assets from positive corporate reputation, Tribo 

et all (2010) simply confirm the idea that building a solid international reputation is crucial 

for “the survival and continuing profitability of the corporation”, for better relationships with 

capital suppliers, customers, and (potential) employees. The practical case of BMW is 

presented as an example of better reputation from CSR activities. In 1990, BMW designed 

and implemented a new process of assembly which permitted the company to “capture the 

few sophisticated German dismantler firms as part of an exclusive recycling infrastructure” 

(Tribo et all, 2010). Thanks to that, BMW achieved not only concrete cost advantages over its 

main competitors, but also a phenomenal reputation for being environmental-friendly, factor 

that established both the firm and its approach as the German national standard.  

The slack resources approach also detects reputation as crucial intangible and mediator for the 

creation of superior corporate responsibility performance from enhanced financials 

availability.  

Once again, reputation is to a certain extent created by how stakeholders perceive a firm’s 

corporate behavior, which is formed by how employees, customers, and products are 

strategically managed (Fombrun and Shanley,1990), and how resources are allocated. 

In the presence of such corporate characteristics, a positive affiliation between the firm itself 

and its stakeholders will be consequently created.  

Moreover, in such case, virtuous reputation will also enhance the company’s credibility in 

term of its future fulfillment of social responsible and ethical objectives, once again 

improving the relation with stakeholders.  

 

2.3 The Ethical Economy 

 

Now that the first two chapters have introduced and presented the main theories behind the 

concepts of intangible assets and, in details, the intangible of reputation, with this new section 

we want to start describing the argument of our thesis. Specifically, we argue the presence of 

a new (upcoming and developing) economic paradigm, what is defined as an “ethical 

economy”. We conceptualize this new way of organizing and conceive corporate activity as 
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an ongoing process which is progressively assuming dominant characteristics and importance 

within the corporate economy itself.  

 

What is the “ethical economy”?  We define ethical economy as a structural transformation, a 

new economic paradigm based on the more and more significant fusion between economics 

and ethics. This contemporary change is characterized by three main dimensions.  

First, the presence of innovative approaches of creating value, in particular towards the 

socialization of production.  

In the last decade, wealth creation processes have drastically shifted into the public sphere. 

Major multinational companies all around the world have been investing plenty of resources 

towards the valorization of social aspects of their businesses such as user-led innovative 

platforms, brand portals, and other co-

creation programs. 

Many definitions have been assigned to 

this contemporary stream of new 

wealth-creation ideas, like “open 

economy”, “socialnomics”, “sharing 

economy”, or “economy of peer 

production”. The sense of these 

terminologies is always the same: 

nowadays, value is no more enclosed 

within the organizations’ private bounds, but instead it creates and plays out in the social. 

The traditional ways of allocating orders apriori, where workers are simply told what to do, 

are incompatible with the flexible and variable current corporate environment. We argue that 

there are new types of working socialized networks, kept together by the sharing of a common 

ethos, called productive publics. 

 

The second element involves the presence of a new and deeper “society wide reputation 

economy enabled and empowered by the diffusion of social media” (Arvidsson and Peitersen, 

2009). This concept, based on the idea of reputation as intangible asset and driver of 

competitive advantage, and given the exponential importance that the new stakeholder 

category of publics (people) have been recently acquiring, states the upcoming relevance of 

Ethical 
Economy 

Productive 
Publics 

Social 
Media 

Digital 
Reputation 
Economies 

Source: Authors’ creation 
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this new digital reputation. Both companies (macro level) and individuals (micro level) are 

constantly getting evaluated, therefore creating a real “reputation economy” online. 

 

Social media, the third element that completes the whole idea of ethical economy, is the 

vehicle thanks to which this digital reputation has been developing because of its power in 

terms of “objectification of affection”. 

Right on these three notions, that are further analyzed and described in the following sections, 

we construct our innovative approach towards a new paradigm for the understanding of a new 

digital reputation its effect on corporate financial performances of companies (first 

hypothesis), and,  its relationships with corporate social responsibility. On this we base our 

research questions and quantitative analysis.  

Let’s present in details the above mentioned ideas.  

 

2.3.1 Productive publics 

What is a public? According to Arvidsson and Peitersen (2009), “publics are something that 

happens in the open”. The openness characteristic of public is the essential factor to 

understand because it relates and contrasts with the private characteristic of organizations.  

Corporations cannot anymore restrict their value creation operations and businesses within the 

organization itself, but they need to play out in the social. 

 

A productive public can be defined as “productive” if its aim is to create a thing with value 

over time. This object does not necessarily need to be neither valuable in economic 

(monetary) terms nor materially concrete. The second feature that defines a productive public 

is the presence of the above mentioned public, and therefore of the common “ethos” which 

develops motivation for participants, also in its ethical terms. This last trait is the base of the 

new upcoming ethical economy (Arvidsson and Peitersen, 2009). 

Let’s further conceptualize this definition by analyzing the two concepts that compose it. 

 

Four main elements characterize the concept of public. 

First, a public is organized around a common “thing”, a common value on which all the 

members relate to. It could be a cause, focus of attention or a more concrete element. “Ethos” 

is also another way of defining this common element (Arvidsson and Peitersen, 2009)..  
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The second element refers more to the ethical aspect of publics: a public not only builds up 

around a common “ethos” but also develops around a common set of ethical values, a 

common disposition, a common ideal moral character. Examples of this can be animal 

activists, Apple users that repute their products ethically superior compared to others (not 

really being even able to explain how and why), or code of conducts. 

A public is also a relation among strangers. This third characteristic refers to the unnecessary 

need of a physical contact between members of a public, but the only requirement is the 

presence of a common “ethos” around which the public develops. In this sense, public are a 

bit less than a community and a bit more than a network. The fourth element concerns the 

self-organization of publics. According to Michael Warner, “a public is the social space 

created by the reflexive circulation of discourse” (Warner, 2002; Arvidsson and Peitersen, 

2009). 

They are not owned by states or corporations but publics remain sovereign in their 

deliberations, they set their own values.  

 

In order to define the “productive” feature of publics, it’s crucial to understand that, in the 

presence of this new participatory culture where value happens in the social, a number of 

practices that used not to be considered as productive, nowadays do create value. For 

example, a cluster of customers that talk about the products, services or features of a certain 

brand in a brand community or online platform used to be an unproductive activity (Hearn, 

2010). Nowadays, this activity is extremely productive because through these brand 

communities, firms can understand customers’ needs and wishes, achieving ideas and, 

therefore, innovation. Companies are exponentially investing into the development of user-

generated innovative networks, such as brand communities indeed, where firms can exploit 

customers’ affection and love for the products/services in order to gain knowledge, and, 

consequently, improve their offerings. Brand communities “provide social structure to the 

relationship between marketer and consumer, a relationship that affects access” (Muniz and 

O’Guinn, 2001; Arvidsson and Peitersen, 2009). 

In this sense, customers are no more neither uninformed nor passive: they are active, “smart” 

both in business and financial terms and they look for more than just valuable products or 

services. The traditional idea regarding the process of value creation is company-centric: 

firms can develop, design, promote products and control channel sales autonomously. The 
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customer is clearly “outside the firm” and has a passive role, being only the mere target of 

companies’ value chains (Porter, 1980). Under this school of thought, the market represents 

either the exchange and interaction place between the firm and the customer, or an 

aggregation of customers (so the target for an economic firm) (Prahalad and Ramaswamy, 

2004); however, in both cases, the market plays no role in the process of value creation. 

 

 

 

The firm centric idea is not anymore successful, the world has changed.  

This traditional view of market and value creation cannot be applied to every single aspect of 

an economic transaction anymore. Publics are informed, active and connected thanks to 

digital media, and social media above all. Customers are becoming more and more aware of 

the possibility of extracting value at the traditional point of exchange (Prahalad & 

Ramaswamy, 2004).  

 

Under this perspective, it’s crucial for firms to understand that innovation is user-driven 

(Hatch & Schultz, 2010) and, therefore, success is also brought by relevant investments in 

these new social forms of value creation, such as online media platforms, communities and 

co-creation activities; activities that were completely unproductive in the past.  

Let’s take a concrete example. The Danish company LEGO, founded in 1932 by Ole Kirk 

Christiansen, clearly shows how value comes from the proper engagement of publics via co-

creation activities. In 1998, Todd Lehman and Suzanne Rich Gree developed LUGNET, the 

biggest user-drive brand community (Koerner, 2006): in the community LEGO’s fans can 

exchange idea about bricks building concepts, interact with the managers of the company and 
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also organize celebrations of the brand. This particular community is a clear example of how 

dialogue and access are win-win operations in which both firms and customers gain and, at 

the same time, create value. Moreover, just as much as other companies, LEGO uses social 

media as a delivery system and also as tool for suggestions (on product innovation or 

anything that is company related) and feedbacks, engaging publics into the value creation 

process. 

This trend of “socialization of production”, together with the increasing standardization of 

products and the exponential expansion and availability of technological resources, above all 

computers, has resulted in the presence of a totally new abundance of skills, resources and 

productive capacity (Arvidsson and Peitersen, 2009). Up until recently, the creation of a 

public and with that value and wealth, relied on the presence of many factors: capital, 

machinery, information services and many other resources. Nowadays these factors are 

getting cheaper and more common, therefore stimulating the proliferation of publics. Thanks 

to social media, cheaper computers and internet connection, which particularly has been 

proved to stimulate “offline” social connections and shared experiences of community, today 

almost anyone can create a public and, therefore, initiate a productive wealth creating process. 

Examples are blogs, YouTube videos,  and, above all, Open or peer-to-peer movements, like 

Open Design, Open Manufacturing and Open Hardware systems (Arvidsson and Peitersen, 

2009).  

The exponential expansion of these collaborative processes implies two consequences: first,   

it suggests that value has shifted towards intangible assets, such as innovation, brands, and 

flexibility. The creation of these assets is based on the collaboration and co-creation of 

different networks and organizations of consumers, which grow in the social, outside the 

boundaries of organizations. Second, this collaborative and cooperation processes among 

strangers have been proved to better and more efficiently progress in publics, because of their 

flexible nature, rather than in traditional markets and organizations (Arvidsson and Peitersen, 

2009; Hearn, 2010). 

 

The presence of this contemporary scenario has also radically transformed the figure of 

workers, in particular of “knowledge” workers. In this sense, knowledge workers are less and 

less required to produce “knowledge”, to execute a mechanic procedure or task: instead, they 

are asked to produce “knowledge” by being creative in developing and implementing social 
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relations that allow firms to both perform in mobile environments and successfully utilize 

common resources. 

Of course, companies are still maintaining certain traits of “bureaucratic organizations” but 

due to the increasing importance of intangible assets such as innovation, brands, trust and 

flexibility, the organization of production based on apriori commands is no more an efficient 

solution in the contemporary mobile environment (Arvidsson and Peitersen, 2009). 

 

The other side of this “productive” sphere of publics’ activities implies that some other 

processes, such as the creation of Free Software or Open Source Software, which used to be 

economically productive, do not, at the moment, possess a concrete mere economic purpose 

(it exists an object in terms of reputation economy, concept that will further analyzed in the 

next section).  

Once again, this reality implies that the traditional ways of determining the 

economic/productive value (in pure economic terms) of activities/operations do not totally 

reflect and frame the current value creation process. 

 

2.3.2 Digital reputation economies  

The second point that we want to stress in order to introduce and explain our research 

hypothesis, is that the current economic scenario is shifting towards an increasingly relevant  

“digital reputation economy”. 

 

Before the digital age, social relations were not quantifiable: nowadays, on the other hand, 

social media permit individuals’ personal connections to become durable, representable, 

everexpandable, and, most importantly, they render public their affective qualities  

(Arvidsson and Peitersen, 2009). What this means is that what in the past used to be private 

and personal, now is instead a publicly available information, a public source of evaluation of 

the social relation/worth of a person, public, or organization. Members of a public get 

constantly evaluated and judged by other members (of the public to which the person belongs 

to and even if they are basically strangers), therefore acquiring a reputation (Arvidsson and 

Peitersen, 2009). Moreover, this reputation works on both a micro (individual) and macro 

(brands/corporate scenario) level.  
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On a micro level, the reputation of members of a public is created based on both their ability 

to strengthen the public itself and to live, support and respect the common and shared values 

(“ethos”) of it.  

Reputation is a source of capital for individuals: having a positive reputation is not only good 

for the individual’s self-esteem and self-realization feelings (it always good to be perceived as 

a positive person), but also reputation can be monetized.  

Let’s take for example managers and designers; for these types of knowledge workers who 

possess more generic and common competencies, reputation becomes a fundamental source 

of competitive advantage for them in order to gain success and better job opportunities. We 

can see not only the numbers of people’s or organizations’ relationships, but also, thanks to 

social media, the quality of such relationships: it’s possible to get a sense of their social and 

digital impact, which can be subsequently measured, rationalized, and represented as their 

“digital reputation” (Hearn, 2010).  

 

On a macro level, the reputation of a productive public, its brand to call with another 

terminology, is again a critical element.  

Strong reputation enhances the perception of value. For instance, a brand gains power also 

from the social and collective belief, which in turn creates reputation and therefore value for 

the company (Arvidsson and Peitersen, 2009). This new era of reputational transparency, 

available to everybody to understand and quantify: therefore, on a corporate level, companies 

need to be efficiently present in social networks, they need to both develop and well-manage 

these social public relations. They can do this by finding a ‘high end’, authentic, commitment 

to community (Hunt, 2009), generating public affective investments in their respective 

communities (Arvidsson and Peitersen, 2009). 

 

Besides the theoretical explanation, let’s try to analyze some examples of such mechanisms 

that are able to direct and represent the flow of affective investments into forms of social 

capital, of digital reputation (Hearn, 2010). Feedback mechanisms are the most direct 

expression of this. This mechanism permits strangers to collaborate by assigning ratings to 

other users (the most common and famous is Ebay’s rating system of sellers and buyers) and 

it creates stability into a trading system that would otherwise be very much risky. 
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Other examples of such mechanism are sites like ivillage, Buzzillions, Tripadvisor, or 

Urbanspoon, typical “knowledge brokers” that serve consumers by providing ratings of 

consumers’ feelings and opinions. On the same level, these websites also provide services to 

companies that, by accessing to these ratings, can understand their business effectiveness and 

enhance their products quality and brand equity. 

 

Another example of digital reputation services are the “listening platforms”, like Sysomos, 

Radian6 or Bazaarvoice, that inspect the web, through the use of certain metrics, such as such 

as webcrawlers, key word searches, or brand mentions, which provide an outlook of a certain 

product/company digital reputation. The main goal of such inspections is the quantification of 

the number of mentions of the analyzed object, statistics that can be further analyzed in order 

to obtain fairly precise measures of affective investment and involvement. The most common 

of such procedures is sentiment analysis. Sentiment analysis is a linguistic analysis which 

gathers up mentions into polarities, or positive and negative values, subjects these mentions to 

other filters, like emotional intensity (identified by the training of databases on adjectives and 

lexical cohesion) and subjectivity, which basically examines semantic construction of the 

mention and locates a degree of partiality (Pang and Lee, 2008).  

A sentiment analysis is exactly what we implemented, through the use of the program General 

Sentiment
6
.  

There are other services of managing digital reputation. Sites like reputationdefender.com and 

TrustPlus provide services that control and manipulate information in order to develop an 

exclusively positive reputational profile of the selected entity (Hearn, 2010). 

Tweetbeep emails the subject every time someone tweets your given search terms. Klout.com 

provides with a generic “klout score” which explains your aggregated internet activity. Other 

companies are Google, Summize (what subject is most popular on social networks at the 

moment), QuantCast (finds the demographics of searchers for a specific key word), Neilsen’s 

buzzmetrics, and Lexicon (counts mentions of specific keywords on Facebook users’ walls) 

(Green, 2008).  

 

                                                           
6
 Details about this program and the exact methodology of our sentiment analysis will be provided in the 

methodology chapter 
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This new era of digital reputation is taken in deep consideration by business managers and, in 

general, by the whole corporate world. As the matter of fact, many businesses perceive 

negative online conversations about their brands as the main threat to their profitability and 

survival in the long run, therefore making crucial both the understanding of the “hottest” spots 

in Internet, and proper intervention into them. 

Based on the above given description of this new reputation economy, it is clear that a 

common element unites all the ideas, specifically the concept of social media. As the matter 

of fact, almost all of the above mentioned measurement systems focus on the analysis of 

conversations and posts on social media, mainly Twitter and Facebook.  

Under the perspective that the current economic scenario has been heavily changed by the 

presence of publics, which are now productive and have reorganized the value creation 

process which now takes place in the social, and the presence of a digital reputation economy, 

we argue that the third element that connects these two concepts and concretely defines this 

new “ethical economy” is the spread of social media.  

In the next chapter, we aim to briefly introduce the definition of social media, its main 

implications in terms of business engagement and corporate reputation and finally (re)state 

the importance of social media as quantifier of social affection, what we’ll define the General 

Sentiment. 

 

2.3.3 Social Media  

The third pillar that composes the upcoming “ethical economy” scenario, the general 

reorganization and reformulation of the question of ethics, can be identified in the spread of 

social media. First of all, let’s define and describe the concept of social media and its main 

forms of constitution. 

  

Social Media is a concept, characterized by increased popularity and importance over the last 

decade, and almost all of us are now part of it in some way or another; but, what is it? And 

how does it differ from traditional media?  

Media is the general term for all human-invented technology that extends the range, speed, or 

channels of communication (Griffin, 2009; 312). Kaplan and Haenlein (2010) define social 

media as “a group of Internet-based applications that build on the ideological and 

technological foundations of Web 2.0, and that allow the creation and exchange of User 
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Generated Content” (2010; 61). Social media could therefore be described as a social 

instrument of communication, differing itself from the broad concept of media in that it is 

based on a two-way interaction, permitting the interaction with other users and the sharing of 

information.  

 

Kaplan and Haenlein (2010) have classified social media in six different categories:  

1: Collaborative projects – which enable the joint and simultaneous creation of content by 

many end-users. One example is Wikipedia, a free, collaboratively edited and multilingual 

Internet encyclopedia supported by the non-profit Wikimedia Foundation. Its 22 million 

articles (over 3.9 million in English alone) have been written collaboratively by volunteers 

around the world.   

2: Blogs – represent the first form of social media. It is an online day-to-day journal managed 

individually, which also provides the opportunity to interact with others through comments 

and links. A social media study of 2010 showed that there were more than 200 million blogs 

on the internet, 54% composed blog-posts daily, and 34% of these bloggers posted opinions 

about products and brands (3CSI, 2010). Many organizations have started to make use of 

these blogs with the objective of updating their stakeholders (mainly employees, customers, 

and shareholders) on corporate developments;  

3: Content communities – permit the sharing of media content between the users (e.g. text, 

photos, videos etc.). The most popular example of content communities is YouTube (the 

world’s largest video sharing site). Due to their high popularity, these communities have 

become a very attractive channel for companies; 

4: Social networks – enable users to create their own personal profile, add friends and 

colleagues, and then closely interact with others by sharing information, joining groups with 

common interests, commenting on each other’s posts, or writing personal messages. The most 

popular social networks are LinkedIn, Facebook, Twitter and MySpace;  

5: Virtual game and 6: Virtual social worlds - These last two types of social media are based 

on platforms that replicate a three-dimensional environment, and allow users to create its own 

personalized avatar and thus interact with each other as they would in real life through them.  

 

The characteristic that all social media types share is that they all enable for: participation, 

openness, conversation, community, and connectedness (Mayfield, 2008). Social media are 
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therefore purely based on the principles of human life, which might be the explanations for 

their enormous success and diffusion. By engaging in social media people are able to find 

information, inspiration, like-minded people, old friends, communities and collaborations 

quicker than ever before.  

 

 2.3.3.1 Business Engagement in SM 

During the last decade, corporations have put extensive effort in understanding how to deal 

with new technologies without over-managing them. In the early years of the World Wide 

Web, in the mid-90s, many organizations tried to control the access of their employees to the 

Web, fearing that they would waste too much time. While some employees actually did waste 

time surfing the Web, many soon figured how make use of the Internet to improve their 

professional outputs, and the Internet quickly became an incredibly valuable resource for 

conducting desktop research, tracking competitors and other corporate activities.  

The latest technology innovation which invaded the workplace is social media, letting 

individuals connect, communicate and share information with revolutionary ease and power. 

Undoubtedly, social networking raises concerns about its consequences on organizational 

productivity, reputation and security. Companies, rather than developing and enforcing 

guidelines on the use and abuse of social networks in the attempt of controlling employees’ 

behaviors, should put the focus on directing their use in positive and creative directions that 

can benefit both parties.  

Organizations have to be aware that there is no turning back from social media, therefore the 

key is to unravel its value to the organization and to exploit its productive use. 

We recommend that corporations leverage the power of social networking to address the 

following issues: 

o Productivity. Social networking can be a real productivity booster. According to public 

relations firm Burson-Marsteller, more than half of the Fortune 100 companies have 

Twitter accounts, and of those, two thirds are using them for productivity-enhancing tasks 

such as customer service. 

o Collaboration. The business sphere has already been significantly transformed by the 

growing need to collaborate and by the many technologies that support teamwork. “Social 

networks will become the new operating system of business,” says Don Tapscott, the 

author of Grown Up Digital (McGraw-Hill, 2008). The younger generation, which will 
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soon represent the majority of the workforce, is determined to use social media wherever 

they are and will request these tools as a prerequisite for doing business. 

o Knowledge management. Organizations have long tried to capture the knowledge and 

ideas locked up in the minds of their employees. With the advent of social media, 

however, they are finding new and creative ways to systematize such efforts. Public sites 

have already become a powerful instrument for the delineation of “communities of 

interest”, groups of people united by personal or professional interests. These efforts turn 

out to be worthy in capturing and transferring knowledge across organizational branches. 

o Innovation. Corporations determined to increase the value of their innovation efforts have 

been looking beyond their dedicated R&D teams. The advent of social media has given 

these efforts a huge boost, by allowing companies to build channels to customers, 

academics and independent inventors who used to be hard to reach in a targeted and 

sustained way. 

o Employee alignment and engagement. Maintaining employees intellectually and 

emotionally engaged in their job is crucial for a company’s success. Social media are 

particularly appropriate for communications aimed at keeping employees tied to an 

organization’s mission and vision.  

o Reputation management. The growing use of these networks does raise concerns about 

reputation management for both organizations and individuals, but let us separately 

consider their effect on corporate reputation, as it represents the key variable supposedly 

explaining the CSP-CFP link. 

 

 2.3.3.2 SM impact on corporate reputation 

The emergence of social media has entailed a change of behavior among consumers, since 

they are now capable of rapidly exchanging information and experiences, learning about 

companies from various sources, and making decisions dependent on this information without 

organizations being able to influence such processes (Schau & Gilly, 2003; Bunting & Lipski, 

2000). Several authors and researchers agree that all companies should build open, 

qualitative, and trustworthy interactions with stakeholders in social media to increase 

consumers’ awareness and perception of them (Tuten, 2008; Bunting & Lipski, 2000; Evans, 

2008). Gurău (2008) summarizes the impact of social media on the behavior of online 

‘publics’ or audiences. According to the author:   
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1: Social media equal a network, making it possible for various audiences to communicate 

back to companies; 

2: Audiences are connected to one another, enabling discussions and debates about companies 

and their products; 

3: Audiences have access to other information ensured through the spread of the Web and 

discussions with other stakeholders of the companies;   

4: Audiences are now able to select information they want to receive;  

Due to these implications we can infer that corporations have lost their dominance over 

information flows, being constantly exposed to critics and negative word-of-mouth affecting 

their reputation at a vast speed (Bunting & Lipski, 2000; Jones et al., 2009, Neef,  2003; 

Ferguson, 2008; Rice, 2010; Aula, 2010).  

According to the Word of mouth Marketing Association (WOMMA) (2007), word-of-mouth 

“is the most honest form of marketing, building upon people's natural desire to share their 

experiences with family, friends, and colleagues”. Other than losing dominance over 

information flows, Aula (2010) argues that companies also lose their control over stakeholder 

relations and communications between their various stakeholder groups. It can be concluded 

that social media increase the risk of reputation and comprise certain risk dynamics (Aula, 

2010).  

Aula (2010), for instance, summarizes three scenarios in which social media can increase the 

reputation risk that companies are exposed to:  

1- While the content in social media is user-generated, social media users can publish true and 

false facts of companies, or distribute information about them that differs from what the 

companies are willing to share;  

2- Social media can enhance expectations (e.g. in the ethical behavior and transparency of 

companies), which companies might not be able to fulfill; and  

3- Reputation risk results from the dialogues and behavior of companies in social media, 

including reactions to conversations held, or the manipulation of information and activist 

influencers in social media.   

In contrast to Aula (2010), Valor (2009) claims that “the internet is the best tool for 

improving reputation that has yet been created”. He argues that blogs and social networks 

unravel new opportunities for consumers to express positive opinions regarding companies 

and their brands, and influence the reputation of organizations in a positive way.  
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 2.3.3.3 Social Media in the new Ethical Economy 

Now that we have defined social media and carefully presented its characteristics, let’s try to 

understand where social media stands in regards to this new concept of “ethical economy”. 

According to Arvidsson and Peitersen (2009), productive publics provide a common standard 

of deliberation, a common place where ethical values are no more only existing on a mere 

existential level, but also do create value experiences and, above all, value.  

As mentioned above, examples of such process are brand communities, like the LEGO’s or 

the Harley Davidson’s, or Free Software movements. 

 

But there is still a major issue: how much is good reputation in brand communities or good 

reputation in terms of Global Justice, for example, worth in terms of overall social impact 

and, therefore, in ways that imply rational economic evaluation? (Arvidsson and Peitersen, 

2009). 

Social media, thanks to its massive increasing diffusion and importance, is exactly the vehicle 

that permits the resolution of this problem, thanks to its capability of rendering quantifiable 

moral affections relationships.  

More specifically, social media is able to explicit and, therefore, make measurable affective 

relations between actors. It is the vehicle where individual manifestations of affection can be 

measured, quantified and analyzed in order to understand where the company stays in a 

specific social scenario, therefore achieving a certain social reputation which concretely  

creates or destroys value. 

Ways of doing this can be, for example, becoming a friend or a follower of someone, 

tweeting, retweeting or liking a certain expressions of interest or in terms of sentiment.  

One of the most important pinpoint of the recent rise of intangible assets is exactly this 

“development towards the objectification and measurability of affect, which has enabled 

affect to enter into the calculative devices by means of which economic values are set” 

(Arvidsson, 2004).  

This process of “objectification of affect” has been drastically gaining importance thanks to 

the proliferation of social media, and, as a consequence, of the numerous new media 

technologies, like data mining techniques such as network and sentiment analysis, which are 
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able to quantify affective investments as a general quantity, what can be defined as General 

Sentiment
7
.  

Sentiment analysis is the automatic recognition of the affective valence of words or patterns 

of words used in text. The main challenge remains to understand and analyze the ambiguity 

and polyvalence of language. However, this issue is overcome by sentiment analysis tools by 

educating algorithms on independent data-sets ( Dave et al. 2003, Pang & Lee 2008). 

In other words, sentiment analysis is the perfect way of quantifying affective relationships or 

investments in a specific entity/object (Arvidsson, 2004). Social media is exactly the channel 

thanks to which sentiment analysis approaches exist and are valuable, mainly because social 

media provides a sufficient big amount of data which enables to create reliable analysis and 

even out errors.  

Asset valuators, especially in the field of finance, are exploiting these new data mining 

activities to base their business decisions like the companies Streambase and Covalence (it 

focuses precisely on CSR activities which define the ethical aspect of an asset). 

Moreover, the London-based Derwent Capital Markets creates its business precisely on this, 

being the first hedge fund (£25 million) to guide its trading strategy on sentiment analysis of 

Twitter messages, “tweets”, based on the study by Johan Bollen which showed a clear 

correlation between emotions in tweets and the Dow Jones Industrial Average
8
. 

 

“First Research Question” 

 

Based on the above theories we formulated our first research question which we aim to 

empirically test 

 

 

 

 

                                                           
7
 This terminology refers to the concept of sentiment towards an entity. Later on we will describe the 

characteristics of the data mining program called in fact General Sentiment, which has been used in the 
analysis to measure the variable of “social media reputation”. Further details will be provided 
8
 Further details can be found at http://www.derwentcapitalmarkets.com/ 

 

How does GS Reputation affect Corporate Financial Perfomance? 

http://www.derwentcapitalmarkets.com/
http://www.derwentcapitalmarkets.com/
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What we want to argue in this study is that the intangible asset of reputation, considering its 

new exponential importance given by the rise of productive publics, reputation digital 

economies and social media as quantifier of affection, needs to be understood and framed 

under a different perspective.  

The details of the empirical analysis that we implemented will be provided later in the 

methodology section. 

 

2.4 Reputation and CSR 

 

The second section of our theoretical framework aims to properly introduce the main concepts 

behind the second and third research questions. After having tested how GS (General 

Sentiment) reputation affects firms’ Corporate Financial Perfomance, we first want to analyze 

how GS reputation relates to the concept of Corporate Social Responsibility. Precisely, in line 

with Porter and Krammer’s view, our analysis will base itself on the assumption that CSR 

investments/practices enhance a company’s reputation. This might consequently lead to the 

development of a competitive advantage which would result in a higher financial 

performance.  

After this first proposition, we will move forward in the analysis by providing deeper details 

on how specific areas of CSR affect a company’s online reputation. By doing so, we will be 

able to propose an investment scheme with different measures of importance of the single 

variables, scheme that will help companies making efficient investment decisions by showing 

which CSR areas are more relevantly considered and judged by the online/social media world. 

Before we put focus on the specifics of our research, let us analyze the current significance of 

CSR and the theories on which our model will draw upon.  

In general, we conceptualize CSR from the stakeholder point of view: this theory will be 

further explained in this chapter, together with corporate social responsibility’s definition, the 

basis for its engagement and its relationship with both corporate financial performance and, 

above all, reputation.  

On this last point and based on the stakeholder theory, we will approach our second and third 

research questions.  
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2.4.1 What is CSR? 

Within the business world, the main goal of corporations has historically been to make profit 

enhancing shareholder value. While we can consider corporate financial responsibility as the 

unique driving force for businesses in the past, a new driving force known as corporate social 

responsibility (henceforth CSR) has gained ground in the last decades, delineating broader 

responsibilities and objectives for organizations regarding the environment, local 

communities, working conditions and ethical practices. Nowadays, companies are therefore 

responsible, besides making profits, for their impact on people and the world. There is no 

globally accepted definition of CSR, although we can say that it generally refers to 

transparent business practices based on ethical values, respect for communities, the 

environment and conformity with legal requirements. 

Having emerged first as a concept in the 1930s in the US (Bakan, 2005; Carroll, 1999) CSR 

has caught the increasing attention of corporate critics and managers. Today, a growing 

number of corporations are realizing that in order to be productive and competitive in a 

constantly changing business environment, they have to become socially responsible. This 

might reasonably be a consequence of three developments. First of all political developments 

have brought to a decrease of the power of national governments in industrialized countries 

(Vogel, 2005), which is manifest in their reduced ability to control MNCs. Second, there is 

now a deep awareness in the civil society of environmental issues and persisting social 

inequality (Beck, 1999). Third, in the economic sphere, there is an increasing mobility of 

corporations and a growing significance of financial markets in relation to firms’ economic 

success. These three major recent changes, emphasized by media pressure and innovations in 

information technology, have created expectations that business should have a more beneficial 

social role. Advocates of CSR suggest that organizations need to undertake ‘‘actions that 

appear to further some social good, beyond the interests of the firm and that which is required 

by law’’ (McWilliams and Siegel, 2001). 

“People” represent a company’s stakeholders: its employees, customers, business partners, 

investors, suppliers and vendors, the government, and the community. Progressively, these are 

expecting that companies should be more and more environmentally and socially responsible 

in conducting their business. Given that globalization has overstepped national boundaries 

and technology has accelerated time and reduced distances, companies now aim at increasing 

their ability to manage their profits and risks, together with the protection of their brand 
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reputation. Because of globalization, there is also strong competition for skilled employees, 

investors, and consumer loyalty. Therefore, the way corporations relate with their employees, 

host communities and the marketplace can considerably contribute to the sustainability of its 

business success. 

 

2.4.2 The basis for CSR engagement 

The current conception of corporate social responsibility (CSR) implies that companies 

voluntarily integrate social and environmental concerns in their operations and interaction 

with stakeholders. The European Commission defines it as “a concept whereby companies 

decide voluntarily to contribute to a better society and a cleaner environment.” (European 

Commission, 2001, p. 5)  

Knowing if a company should engage in certain activities or withhold from doing so, because 

they are beneficial or harmful to society,  is a central question. Social issues deserve moral 

consideration of their own and should guide managers in considering the social impacts of 

corporate activities in decision making. Regardless of any stakeholders’ pressures, actions 

which lead to things such as the conservation of the Earth’s natural resources are morally 

laudable.  

Increasingly CSR is starting to be viewed as a source of competitive advantage and not as an 

end in itself (Branco and Rodrigues, 2006). In reality, the concept of CSR has evolved from 

being considered as detrimental to a company’s profitability to being considered as somehow 

benefiting the company as a whole, core assumption on which our research is based upon 

(Hess et al., 2002; Porter and Kramer, 2002; Smith, 2003).  

CSR has been conceptualized in a number of different ways which are related clearly to 

differing views concerning the role of business in society (see, for example, Clarke, 1998; 

Lantos, 2001). 

These views are often presented within the stakeholder-shareholder debate. The idea which 

underlies the “shareholder perspective” is that the only responsibility of managers is to make 

the interests of shareholders in the best possible way, using corporate resources to increase 

their wealth by seeking profits (Friedman, 1998; Jensen, 2001). In contrast, the “stakeholder 

perspective” suggests that other than shareholders, also other groups are affected by a 

company’s activities (such as employees or the local community), and therefore have to be 
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considered in managers’ decisions, possibly equally with shareholders (see, for example, 

Freeman, 1998).  

Nowadays companies engage in CSR because they can secure benefits from such 

engagement. Thus, it is necessary to have a CSR notion which is able to address this 

important feature. The argument is that such notion should be based on a stakeholder view 

and should be able to address instrumental aspects of CSR. We argue that the stakeholder 

perspective has become something which has to be necessarily considered if one wants to 

discuss and analyze CSR. Stakeholder theory is considered as “a necessary process in the 

operationalization of corporate social responsibility, as a complimentary rather than 

conflicting body of literature.” (Matten et al., 2003) 

 

Recent analysis of the large body of research on social responsibility issues show (see, for 

example, Garriga and Melé, 2004; Margolis and Walsh, 2003) that a consistent number of the 

authors, who dedicate themselves to these areas of study, have mainly drawn on stakeholder 

theory. 

Stakeholder theory is based on the notion that besides shareholders there are other several 

actors possessing an interest in the actions and decisions of companies. Stakeholders are 

“groups and individuals who benefit from or are harmed by, and whose rights are violated or 

respected by, corporate actions.” (Freeman, 1998, p. 174) In addition to shareholders, 

stakeholders include creditors, employees, customers, suppliers, and communities. 

Stakeholder theory claims that corporations have a social responsibility that requires them to 

take into consideration the interests of all parties influenced by their actions. In contrast to the 

classical view, the stakeholder view holds that “the goal of any company is or should be the 

flourishing of the company and all its principal stakeholders.” (Werhane and Freeman, 1999, 

p.8). 

Several interesting categories of stakeholders have been proposed. Clarkson’s typology of 

stakeholders is the most widely cited and accepted. Clarkson (1995) distinguishes primary 

and secondary stakeholders. Primary stakeholders are those “without whose continuing 

participation the corporation cannot survive as a going concern” (shareholders and investors, 

employees, customers and suppliers, and also governments and communities “that provide 

infrastructures and markets, whose laws and regulations must be obeyed, and to whom taxes 

and other obligations may be due”) (op. cit., p. 106), whereas secondary stakeholders are 
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“those who influence or affect, or are influenced or affected by the corporation, but they are 

not engaged in transactions with the corporation and are not essential for its survival.” (op. 

cit.) 

Regarding stakeholder theory, Donaldson and Preston (1995) argue that it can be used in three 

different ways: 

1. The descriptive/empirical: used to “describe, and sometimes to explain, specific corporate 

characteristics and behaviors” (op. cit., p. 70);  

2. The instrumental: used to “identify the connections, or lack of connections, between 

stakeholder management and the achievement of traditional corporate objectives (e.g., 

profitability, growth)” (op. cit., p. 71); and  

3.The normative: used to “interpret the function” of corporations and determine “moral or 

philosophical guidelines” that should be pursued with regard to their “operation and 

management”. 

 

The instrumental approach to stakeholder theory takes stakeholders’ interests as factors to be 

taken into consideration and managed, while the company is engaged in the maximization of 

shareholders wealth. The underlying argument is that stakeholders’ interests are considered as 

means for higher level goals, such as profit maximization, endurance and growth. Referring to 

the instrumental use, Jawahar and McLaughlin (2001, p. 399) consider that a “fundamental 

assumption is that the ultimate objective of corporate decisions is marketplace success, and 

stakeholder management is a means to that end.” 

Freeman et al. (2004, p. 364) believe that instrumental stakeholder theory “begins with the 

assumption that values are necessarily and explicitly a part of doing business, and rejects the 

separation thesis”, according to which ethics and business can be clearly separated. Advocates 

of  the stakeholder theory reject the separation thesis as they view a moral dimension to 

business practices, because economics “is clearly infused or embedded with ethical 

assumptions, implications, and overtones.” (Carroll, 2000, p. 35) 

 

2.4.3 The evolution of the corporate social responsibility concept from a 

stakeholder perspective 

Building on prior definitions of CSR which allude to the responsibility to make a profit, obey 

the law, and “look beyond” these activities, Carroll (1979, 1991) suggests that CSR encloses 
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four categories of social responsibilities: economic, legal, ethical, and discretionary (or 

philanthropic).  

Economic responsibilities reflect the credence that corporations are constrained to produce 

goods and services that consumers need and want, while being profitable in the process.  

Legal responsibilities point out that firms are expected to pursue economic responsibilities 

within the boundaries of law.  

Ethical and discretionary responsibilities cover the more general responsibilities to do what is 

ethically correct, preventing any form of harm. Ethical responsibilities express the fact that 

companies meet society’s expectations of business conduct that are not codified in written 

laws, but rather are reflected in unwritten norms and values implicitly determined by society.  

Carroll (1991) argues that these four categories of CSRs can be illustrated in the form of a 

pyramid, in which economic responsibilities constitute the foundation upon which all other 

responsibilities are proclaimed and without which they cannot be fulfilled, with the 

discretionary responsibilities representing the apex (Figure).  

 

 

 

However, corporations are expected to achieve these four social responsibilities 

simultaneously.  

An important consideration regarding this approach is that, in contrast with the common 

belief that economic responsibility is related to what firms do for themselves, while the other 
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responsibilities are related to what they do for ‘others’, “economic viability is something 

business does for society as well.” (Carroll, 1999, p.284) 

 

2.4.4 The relationship between CSR and CFP 

A particularly sensitive argument, subject of many controversial studies in the past few years, 

is the relationship between CSR and corporate financial performance. Without doubt, among 

the marketing actions that might concede high financial performance together with the 

attraction of potential shareholders, the field of corporate social responsibility has rapidly 

grown over the last decade.  

Government restrictions in regards to social behavior are growing even in times of 

liberalization, customer demands are increasing along with the rising transparency of markets 

and, on top of this, consumers demand sustainable products (Gauthier, 2005). 

A growing number of corporations are putting extensive effort in defining and integrating 

CSR into every aspect of their business areas. An increasing number of shareholders, 

regulators, labor unions, employees, community organizations and social media have started 

to request and expect companies to be responsible for a constantly evolving set of CSR issues. 

Accordingly, there are growing expectations that companies regularly measure, report and 

enhance their social, environmental and economic performance. 

The management literature has recognized social responsibility as an important corporate duty 

(Quinn, Mintzberg & James, 1987). Therefore, given the growing importance of CSR in 

corporate decision making, the relationship between a firm’s social and ethical policies or 

actions and its corporate financial performance represents a current key matter (Arlow & 

Gannon, 1982).  

Several arguments have been made concerning the relationship between firms’ social 

responsibility and their financial performance. Does social responsibility pay off? Can a firm 

that acts socially responsible make higher profits than one which does not? These are just two 

of the typical questions raised in literature and addressed in several studies, which have given 

birth to contrasting views based on research findings on the CSR-CFP relationship. 

 

One first view is that firms deal with a trade-off, in that they suffer costs derived from socially 

responsible actions which put them at an economic disadvantage compared to other, less 

responsible, firms (Aupperle, Carroll & Hatfield, 1985). A second, contrasting view is that 



 
 

42 

explicit costs of social responsibility are minimal and that firms may instead benefit from 

social actions in terms of employee morale and productivity (Moskowitz, 1972; Parket and 

Eilbirt, 1975; Soloman & Hansen, 1985). A third perspective considers that costs of socially 

responsible actions may be considerable but can be offset by a decrease in other firm costs 

such as legal expenses, compensation costs or product replacement costs. (Herremans, 

Akathaporn and McInnes 1993) (Cornell & Shapiro, 1987). A further contemporary view 

strongly suggests that corporate social actions can potentially create competitive advantage in 

terms of building a unique image of the firm in the market. Firms can build this image 

through CSR orientation increasing their competitiveness in the market over non-CSR 

oriented firms (Porter and Krammer, 2004). 

Instrumental stakeholder theory (Clarkson 1995; Cornell and Shapiro 1987; Donaldson and 

Preston 1995; Freeman 1984; Mitchell et al. 1997) suggests a positive relationship between 

CSP and CFP, given the fact that the theory considers the satisfaction of various stakeholder 

groups instrumental for organizational financial performance (Donaldson and Preston 1995; 

Jones 1995).  

Moreover, stakeholder-agency theory considers that all negotiations originated by 

stakeholder–management relationships can be regarded as monitoring and enforcement 

instruments that prevent managers from turning attention from organizational financial goals 

(Hill and Jones 1992; Jones 1995). In addition, by addressing the interests of multiple 

stakeholders (Freeman and Evan 1990), managers are able to increase their organization’s 

efficiency in terms of adaptation to external demands. 

 

The empirical results on the CSP and CFP link have never been in agreement, as some studies 

determined negative correlation, some determined positive correlation, while others 

determined no correlation at all. several issues have been considered responsible for the lack 

of a consensus. Possible explanations for this lack of consensus depend on difficulties related 

to measurement issues (e.g., Griffin and Mahon, 1997), the omission of variables (e.g., 

McWilliams and Siegel,2000), and a lack of clear direction of causality between social and 

financial performance (e.g.,Waddock and Graves, 1997a). 

The viewpoint for positive correlation between CSP and CFP is presented from the 

perspectives of avoiding cost to major stakeholders and considering their satisfaction (Cornell 

and Shapiro, 1987). In addition, this view further infers that CSR engagement would result in 
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increased costs to competitiveness while decreasing the hidden costs of stakeholders. This 

argument appears reasonable, as good relationships with employees, suppliers, and customers 

are necessary for the survival of an organization.  

Advocates supporting the negative correlation between CSP and CFP suggest that engaging in 

CSR activities will bring competitive disadvantages to the company, (Aupperle, 1985). When 

carrying out CSR activities, increased costs will result in little or no gain if measured in 

economic interests. While neglecting some stakeholders, such as employees, might instead 

result in a lower CSP for the enterprise, but the CFP may be improved.  

Some other studies argue that CSR is not related to CFP at all. Ullmann (1985) pointed out 

that there is no reason to prove the existence of any relationship between CSR and CFP, as 

there are many not considered variables in between the two. On the other hand, the issue of 

CSP measurement may also hide the link between CSP and CFP (Waddock and Graves, 

1997). McWilliams and Siegel (2000) also demonstrated that the relationship between CFP 

and CSP would disappear with the introduction of more accurate variables, such as R&D 

strength, culture and reputation into the econometric models. 

 

2.4.5 The relationship between CSR and reputation 

The general idea, based on the stakeholder theory, is that every firm has a certain reputation 

which is also composed of the reputation for being active in corporate social responsibility 

(McGuire, Sundgren and Schneeweis, 1988). 

Therefore, if a company is able not only to invest in CSR but also be publicly perceived as 

socially active, it is going to increase its corporate reputation which, as already explained, will 

enhance its long-term financial performance. Moreover, investments in safer, environmental 

and social products/processes protect against downside risks (Fobrum et all., 2000), lead to 

more stable future cash flows and to decreasing chances of incurring in legal proceedings 

which could create supplementary costs (Waddock and Graves, 1997). 

The ideal way of summarizing the above mentioned theory is in the words of Fobrum, 

Gardberg and Barnett (2000) who state that “activities that generate CSR do not directly 

impact the company’s financial performance, but instead affect the bottom line via its stock of 

‘reputational capital’ – the financial value of its intangible assets.” 
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Plenty of empirical studies have proved this specific relation between CSR, “reputational 

capital” and CFP. Epstein and Schneitz (2002) performed a study on how reputation from 

corporate social responsibility helps companies in reducing shareholder losses. Specifically, 

they tested investor reaction to the failure of the 1999 Seattle World Trade Organization 

meetings due to protests against social irresponsible firms and disagreement between among 

nation member.  

The study, which also controls for potential industry and trade variables, found out that 

companies with positive corporate reputation for social responsibility
9
 realize minor losses, in 

terms of stock deterioration, compared to firms with CSR practices. 

Another statistical evidence of the power of reputation within the crisis theory of value has 

been developed by Jones, Jones and Little (2000): the authors discovered that companies with 

better reputational position in the Fortune magazine’s annual survey of the “Most Admired 

Firms in America” incurred in lower market devaluation in October 13, 1989, day of the 

stock market crash caused by a break-down of $6.75 billion leverage buy-out deal for UAL 

Corporation
10

 (the entire Dow Jones stock market lost around 7%, precisely 190.58 points), 

than companies with low Fortune’s marks. 

Bowman and Haire (1975) underlined that some shareholders consider CSR merely as a 

symbol of reputation, since the company reputation will be improved by actions to support the 

community, resulting in positive influence on sales. Therefore, when a company increases its 

costs by improving CSP in order to develop competitive advantages, such CSR activities can 

enhance reputation, thus having a positive effect on CFP.  

 

As already mentioned, companies not only need to identify and implement appropriate CSR 

operating activities that create positive reputation, but also have to efficiently communicate 

and signal their efforts. A way of doing so is to be included into socially responsible 

investment (SRI) funds and indices which are “neutral” benchmarks for both investors and 

publics. 

Traditionally,  CSR indices were object of financial studies from managers and investors who 

were dealing with CSR/SRI based portfolios. Nowadays, new ways of classifying companies 

based on their socially responsible investing criteria have been developed: examples are the 

                                                           
9
 The authors used the KLD Domini Social Index as indication of reputation for CSR. KLD will also be utilized in 

this study and the specifics of such index will be further explained in the methodology section 
10

 http://lisa-sanderson.suite101.com/black-october-stock-market-crashes-a392178 

http://lisa-sanderson.suite101.com/black-october-stock-market-crashes-a392178
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Dow Jones Sustainability Index
11

, launched in 1999, and the FTSE4Good Index, introduced 

in 2001 (besides the mentioned KLD). 

In this case, there is not much literature that proved the real financial effectiveness of the 

companies’ insertion in social responsibility indices. As the matter of fact, in their attempts to 

explain such link, both Consolandi et al (2008) and Curran and Moran (2007) did not achieve 

extremely significant results.  

According to Robinson, Kleffner and Bertels (2011), the inclusion of a company in the Dow 

Jones Sustainability Index is permanently connected to a positive stock market reaction of 

that particular firm, specifically an increase in market value of almost 4%.However, Robinson 

at all (2011) found out the there is no negative significant loss when a company gets removed 

from the DJSI. 

 

Even if the inclusion of companies in such sustainability indexes may represent a profitable 

vehicle of enhancement of reputation in the short-term, the long-term reputation for CSR has 

to be developed and aligned with the core values and goals of the firm (Porter and Kramer, 

2006).  

More importantly, CSR activities need to be tailored on the specifics of firms’ stakeholders. 

“Clearly, a firm’s social responsibility strategy, if genuinely and carefully conceived, should 

be unique, despite the sameness of a growing number of corporate reports on CSR […] it 

should reflect the individual company’s mission and values –what it stands for– and thus must 

be different from the CSR strategy of even its closest competitors.” (Smith, 2003). 

As the matter of fact, when trying to determine the most appropriate CSR strategy, firms need 

to deeply take into consideration stakeholder engagement. 

 

“Second Research Question” 

 

Based on the above theories we formulated our second research question which we aim to 

empirically test: 

 
                                                           
11

 “Currently 66 DJSI licenses are held by asset managers in 16 countries to manage a variety of financial 
products including active and passive funds, certificates and segregated accounts. In total, these licensees 
presently manage close to 6 billion USD based on the DJSI” http://www.sustainability-indexes.com/ 

http://www.sustainability-indexes.com/
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We formulate our second research question based on the above mentioned ideas: proved the 

importance of CSR in enhancing firms’ corporate reputation, and considering the presence of 

a new category of stakeholders, precisely the “people”, the “productive publics” already 

mentioned, we want to investigate how our new concept of GS reputation, based on the 

concept of publics as new stakeholders, is affected by CSR.  We empirically test this 

relationship based on the fact that each CSR activity needs to be customized for not only the 

specific vulnerabilities and opportunities of a particular organization but also, and above all, 

for the different types of stakeholders playing central roles in the creation of value (Smith, 

2003).  

 

 

“Third Research Question” 

 

The third research question aims to understand how the specific CSR activities affect GS 

reputation, therefore providing companies with a general framework of how much and how 

importantly they should invest capital, time and attention of the specific CSR themes. We are 

going to be able to implement such empirical analysis thanks to the KLD Database, our 

measure of CSR, which provides us with CSR qualitative issues
12

. 

 

 

 

 

 

 

This last research question aims to be the real academic giving of this paper. 

                                                           
12

 Details about KLD and CSR qualitative issues will be provided in the methodology part, section 3.1.1. 

 

How does CSR affect GS Reputation? 

 

Which CSR dimensions, and to what extent, majorly impact GS 

reputation? 
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3.1 Methodology 

 

In the following we will present a description of the methodological and research design 

implemented in this study in order to provide readers with a deeper and extensive 

understanding of the collection, organization and implementation of the data used in the 

analysis. 

In details, we will define the sources utilized to obtain the data, the structure of our sample, 

the specific measures and the design of the quantitative analysis. 

 

3.1.1 Sources 

In order to build the sample of companies and efficiently implement our empirical analysis, 

we obtained our data from 4 reliable sources: Fortune 500 (initial list of companies), WRDS 

(COMPUSTAT) (financial data), General Sentiment (social media/sentiment data), and KLD 

Social Ratings Database (corporate social performance measure). 

 

 Fortune 500  

We initially took under exam all the companies that compose the Fortune 500 index.  

Published for the first time in 1955, the Fortune500 is an annual list constructed by the 

Fortune magazine ranking the top 500 US companies based on their previous fiscal year gross 

revenue profit. The list includes both public and privately-held companies. The Fortune 100 

and Fortune 1000 are respectively a smaller and bigger variation of the original list; 

moreover, other alternative lists (yet still not as prestigious as the Fortune 500) are the Forbes 

Top 500 Private Companies, Fortune Global 500, Financial Times 500, and Business Week's 

Global 1000. The totality of the Fortune 500 companies’ profits account for more than the 

entire economic output of nations such as Brazil, India and South Korea. Furthermore, 

companies included in the Fortune 500 not only possess obvious economic power, but are 

also able to express, on a regular basis, a strongly important political influence on the US 

government and its policies
13

.  
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 For more information on the Fortune 500: http://www.uspages.com/fortune500.htm 

http://www.uspages.com/fortune500.htm
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 Compustat 

For each company we gathered up financial data using the COMPUSTAT database, accessed 

through the WRDS research service. 

WRDS (Wharton Research Data Services) is an internet-based, comprehensive, data research 

service used by firms, academics and non-profit organizations. Firstly used in 1993 to 

enhance research opportunities at The Wharton School of the University of Pennsylvania, the 

databank has become a global leading research tool with 200 terabytes of Finance, Marketing 

and Economics data available, and a global research community of 30.000 users spread 

around 300 locations in 27 countries.  

WRDS gathers data from prestigious and valuable independent sources such as Capital IQ, 

NYSE Euronext, CRSP, and Thomson Reuters
14

. Moreover, the system provides access to 

other principal databases such as CRSP, IBES, NYSE-TAQ, Bureau van Dijk, Global Insight, 

and, COMPUSTAT, the database that we used to extract our needed financial figures. 

 

COMPUSTAT, active since 1962, is a financial database that contains data about firms 

around the world, precisely about 99.000 global securities, covering 99% of the world's total 

market capitalization. Data is updated on a monthly basis (recent adjustment, the usual 

updates used to be quarterly) and available from 1950 (annual data since 1950, quarterly from 

1962, depending on the date of addition of the company into the database) 

(Compustat.com)
15

. 

We specifically focused and utilized Compustat North America which supplies annual and 

quarterly Income Statements, Balance Sheets, and Cash Flow Statements of US and Canadian 

active and inactive publicly held firms. The use of this specific databank and its focus on US 

firms is consistent with the other sources such as the Fortune 500 and the General Sentiment 

program. 

 

 General Sentiment 

Social Media figures were obtained from the General Sentiment (GS) tool. General Sentiment 

is social and news media analytics firm. The program employs a text analytics software 

(precisely a software as a service - SaaS – provided by Amazon Cloud) which is able to scan 

                                                           
14

 For more information on WRDS: http://wrds-web.wharton.upenn.edu/wrds/about/ 
15

 For more information on COMPUSTAT: http://www.compustat.com/ 

http://wrds-web.wharton.upenn.edu/wrds/about/
http://www.compustat.com/
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and analyze more than 30 million sources of content like blogs, forums, social networks 

(Twitter, Facebook), TVs and radio broadcastings. Among the mentioned sources, GS is able 

to precisely scan through articles, marketing campaigns, social dialogues and many others. 

These “sentiment analysis” aim to extrapolate subjective information, attitudes and thoughts, 

which can be the consequence of a judgment or evaluation, of a speaker/reader in regards to a 

specific subject, brand, or person. 

General Sentiment provides a number of services: media measurement dashboards, the 

product that we used for the generation of the variables used in the regression analysis, 

customer reports, syndicated industry reports, and data API (Application Programming 

Internface). 

 

 

Figure xx: The General Sentiment process. (www.generalsentiment.com/what-we-do) 

 

General Sentiment provides two different options when looking for sentiment data: a 

“smooth” and a “rough” version. The website does not provide further details about the 

difference between these two research methods. However, we were able to obtain a 

clarification from Alex Griswold, an executive account manager of General Sentiment.  

Dr. Griswold confirmed our assumptions on the “smooth” research method (the one used in 

our analysis) by affirming that “smoothed sentiment is a normalized version of sentiment over 

the time period that you are looking at.  It has to do with statistically significant/insignificant 

changes in the "rough" sentiment score - which is the raw daily Sentiment.”  

 

Moreover, the support of Dr. Griswold was crucial for the understanding of the specific 

metric definition of “Sentiment” used by General Sentiment. He explains that “sentiment is 

the aggregated measure of tone surrounding a given entity. Each mention of an entity is 

scoured for Sentiment Words such as 'like', 'good', 'bad', or 'hate'. Modifiers such as 

‘especially’, ‘very’, and ‘much’ increase the weight of each Sentiment reference. All mentions 

are then aggregated to give a single score between -100 and +100. The aggregation takes 

http://www.generalsentiment.com/what-we-do


 
 

51 

place on a daily basis and is visualized alongside Volume.” He further clarified this idea by 

mentioning that “there is a lexicon of several thousand words, with each one being given a + 1 

or a -1.  Modifiers such as "really" and "very" add an additional value positive or negative to 

the score.  The calculation is [(# of pos ref (+)  + # of neg ref (-)) / (total number of sentiment 

references)] * 100.  This is done on a daily basis”. 

 

 Twitter 

Since we decided to focus our sentiment analysis via General Sentiment exclusively on 

Twitter, we present here the main characteristics of this significant social network. 

 

Twitter is a fast-growing social network launched in June 2006, and serves as a “real-time 

information network that connects you to the latest information about what you find 

interesting” (Twitter- about, 2011).  

 

It was created in March 2006 by Jack Dorsey. The service rapidly gained worldwide 

popularity, with over 500 million active users as of 2012, generating over 340 million tweets 

daily and handling over 1.6 billion search queries per day. Since its launch, the Twitter 

website has become one of the top 10 most visited on the Internet, and has been described as 

"the SMS of the Internet." 

By simply asking its users “what’s happening”, Twitter manages to spread the answer across 

the globe to millions, immediately. A 2011 report from Pew Research showed that 13% of 

Americans were tweeting, and more than 50% of these users access Twitter through a 

cellphone (Huffington Post, 2011), and as much as 75% of the traffic came from outside 

Twitter.com (Business Blogs, 2010).  

Twitter has established its own “Twitter for businesses”, wishing to help connect businesses 

to customers in real-time. Businesses use Twitter to quickly share information with people 

interested in their products and services, gather real-time market intelligence and feedback, 

and build relationships with customers, partners and influential people. A research from 

October 2010 showed that “4% of the Tweets are connected to product 

recommendations/complaints”; equal to 2.2 million Tweets daily (3CSI, 2010), which 

exemplifies how important it has become for businesses to engage in Twitter as well. 
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It can be considered a directed social network, where each user has a set of subscribers known 

as followers. Each user submits periodic status updates, known as tweets, which consist of 

short messages of maximum size 140 characters. These updates typically consist of personal 

information about the users, news or links to content such as images, video and articles. The 

posts made by a user are displayed on the user’s profile page, as well as shown to his/her 

followers. It is also possible to send a direct message to another user. Such messages are 

preceded by @userid indicating the intended destination. A re-tweet is a post originally made 

by one user that is forwarded by another user. These re-tweets are popular ways of diffusing 

interesting posts and links through the Twitter community.  

Twitter has attracted lots of attention from companies for the immense potential it provides 

for viral marketing. Due to its extensive reach, Twitter is increasingly used by new 

organizations to filter news updates through the community. A number of businesses and 

organizations are using Twitter or similar micro-blogging services to advertise products and 

spread information to stakeholders. 

Although Twitter has been very popular as a web service, there has not been considerable 

published research on it. Huberman and others studied the social interactions on Twitter to 

reveal that the driving process for usage is a sparse hidden network underlying the friends and 

followers, while most of the links represent meaningless interactions. Java et al. investigated 

community structure and isolated different types of user intentions on Twitter. Jansen and 

others have examined Twitter as a mechanism for word-of-mouth advertising, and considered 

particular brands and products while examining the structure of the postings and the change in 

sentiments. However, the authors do not perform any analysis on the predictive aspect of 

Twitter. 

 

The evolution of social media allowed consumers to become the key contributors on the Web, 

providing information, exchanging experiences, and, thus, influencing peers in their decision-

making process of products and services (Constantinides & Fountain, 2008; Bunting & 

Lipski, 2000). This implies that companies lose some of their dominance over information 

flows, which can affect their reputation significantly. Besides these reputation risk dynamics, 

companies can actively influence online users, and, thus, protect their reputation by engaging 

in social media.  
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This requires that companies need to reconsider their communication strategy and incorporate 

social media activities into their overall communication approach to listen to consumers and 

start dialogues with them (Jones et al., 2009; Constantinides & Fountain, 2008; Bunting & 

Lipski, 2000). 

 

 KLD 

For measuring corporate social performances we used the KLD STATS (Statistical Tool for 

Analyzing Trend in Social and Environmental Performance) data set
16

. Created in 1991 and 

published by the Boston-based consulting firm, KLD Research & Analytics Inc., the Kinder, 

Lydenberg and Domini database is an independent rating service that assesses governance, 

environmental and social performance of 3100 publicly traded companies. The specific 

research coverage universe of KLD STATS includes the S&P 500 index, Domini 400 Social 

Index, 1000 Largest US companies, Large Cap Social Index, 2000 Small Cap US companies, 

and Broad Market Social Index
17

. 

 

KLD STATS provides annual snap-shots with the following data: information on companies 

(name, ticker, CUSIP), approximately 80 strength and concern ratings for multiple indicators 

within seven qualitative issue areas (Community, Corporate Governance, Diversity, 

Employee Relations, Environment, Human Rights and Product), concerns for six 

controversial business issues (Alcohol, Gambling, Firearms, Military, Nuclear Power, and 

Tobacco), and summary counts for each of these 13 areas. 

 

KLD STATS designs the ratings data set in a binary system. For every rating on a specific 

issue, either negative or positive, KLD STATS indicates a “1” pointing out the presence of 

that rating, and a “0” pointing out the absence of that strength or concern. If data is 

unavailable, KLD STATS states this with “Not Rated” (“NR”). Moreover, if the index 

membership is not covered, KLD STATS states this with “Not Available” (“NA”). 

Besides the above mentioned official KLD STATS’ rating system, it’s not rare to find 

academics that develop their own rating technique, which is based on KLD STATS and not by 

                                                           
16

 KLD STATS is sold and serviced by RiskMetrics Group 
17

 In 1991, the KLD database covered social ratings data of 650 big firms that comprise the FTSE KLD 400 Social 
Index and S&P 500, expanding in 2001 to 1100 US companies with the inclusion of the Russell 1000 Index. In 
2003, it further expanded its coverage to the largest 3100 US firms by market capitalization, with the inclusion 
of the Russell 2000 Index and Broad Market Social Index 
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KLD STATS. For instance, Hillman & Keim (2001) develop a rating scheme that ranges from 

“-2” (very concerned on a particular issue), “-1” (concerned), “0” (neutral), “+1” (strength), 

“+2” (major strength). 

 

We present here all the strengths and concerns for each of the seven Qualitative Issue areas. 

- Community: Strengths – Charitable Giving (the firm has been giving at least 1.5 % of 

its pre-tax profits over the last three years to charity), Innovative Giving, Non-US 

Charitable Giving, Support for Housing, Support for Education (the firm supports 

education for socially disadvantaged groups or supports on the job-training for young 

people), Indigenous Peoples Relations, Volunteer Programs, Other Strength 

Concerns – Investment Controversies, Negative Economic Impact, Indigenous 

Peoples Relations, Tax Disputes, Other Concern 

- Corporate Governance: Strengths – Limited Compensation, Ownership Strength, 

Transparency Strength, Political Accountability Strength, Other Strength 

Concerns – High Compensation, Ownership Concern, Accounting Concern, 

Transparency Concern, Political Accountability Concern, Other Concern 

- Diversity: Strengths – CEO (the CEO is a female or from a minority group), 

Promotion, Board of Directors (women and minorities sit on the board of the firm), 

Work/Life Benefits, Women & Minority Contracting, Employment of the Disabled, 

Gay & Lesbian Policies, Other Strength 

Concerns – Controversies (the firm has been successfully sued for controversial 

policies towards minorities), Non-Representation (there are no women on the firm’s 

board or in other senior posts), Other Concern 

- Employee Relations: Strengths – Union Relations, No-Layoff Policy, Cash Profit 

Sharing, Employee Involvement (the firm promotes employee stock ownership and 

other types of employee involvement), Retirement Benefits Strength, Health and 

Safety Strength (the firm has a good safety record), Other Strength.  

Concerns – Union Relations, Health and Safety Concern, Workforce Reductions (the 

firm has fired 15% of its employees during the last year or quarter of its employees 

during the last two years or is about to engage in such lay offs), Retirement Benefits 

Concern, Other Concern 
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- Environment: Strengths - Beneficial Products and Services, Pollution Prevention, 

Recycling, Clean Energy, Communications, Property Plant and Equipment, 

Management Systems, Other Strength 

Concerns – Hazardous Waste (the firm has been fined for bad waste management or 

its liabilities for hazardous waste are in excess of US$50 million), Regulatory 

Problems, Ozone Depleting Chemicals, Substantial Emissions, Agricultural 

Chemicals, Climate Change, Other Concern 

- Human Rights: Strengths – Positive Record in South Africa, Indigenous Peoples 

Relations Strength, Labor Rights Strength, Other Strength 

Concerns – South Africa, Northern Ireland, Burma Concern, Mexico, Labor Rights 

Concern, Indigenous Peoples Relations Concern, Other Concern 

- Product: Strengths – Quality, R&D/Innovation, Benefits to Economically 

Disadvantaged, Other Strength  

Concerns – Product Safety, Marketing/Contracting Concern, Antitrust, Other Concern 

 

Finally, we define here the Controversial Business Issues analyzed by KLD STATS. These 

ratings differ from the Qualitative Issues ratings in the sense that they are used as 

exclusionary lists and, therefore, are expressed only as concerns. 

- Alcohol: Licensing, Manufacturers, Manufacturers of Products Necessary for 

Production of Alcoholic Beverages, Retailers, Ownership by an Alcohol Company, 

Ownership of an Alcohol Company, Alcohol Other Concern 

- Gambling: Licensing, Manufacturers, Owners and Operators, Supporting Products or 

Services, Ownership by a Gambling Company, Ownership of a Gambling Company, 

Gambling Other Concern 

- Tobacco: Licensing, Manufacturers, Manufacturers of Products Necessary for 

Production of Tobacco Products, Retailers, Ownership by a Tobacco Company, 

Ownership of a Tobacco Company, Tobacco Other Concern 

- Firearms: Manufacturers, Retailers, Ownership by a Firearms Company, Ownership 

of a Firearms Company 

- Military: Manufacturers of Weapons or Weapons Systems, Manufacturers of 

Components for Weapons or Weapons Systems, Ownership by a Military Company, 
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Ownership of a Military Company, Minor Weapons Contracting Involvement, Major 

Weapons-related Supplier, Military Other Concern 

- Nuclear Power: Construction & Design of Nuclear Power Plants, Nuclear Power Fuel 

and Key Parts, Nuclear Power Service Provider, Ownership of Nuclear Power Plants, 

Ownership by a Nuclear Power Company, Ownership of a Nuclear Power Company, 

Design, Fuel Cycle/Key Parts, Nuclear Power Other Concern  

 

3.1.2 Data finding and sample 

In this section we are going to explain and describe every single step of our data finding 

processes. In particular, we are going to provide a detailed overview of how we downloaded 

both the financial and the social data and, therefore, how we obtained our final sample of 

companies.   

 

The sample used in this project is composed of 322 companies.  

The initial sample included 500 companies, specifically those firms that compose the Fortune 

500 list. We manually created the companies’ code list from COMPUSTAT by ticking off the 

CUSIP codes of the companies of interest. The selection process was implemented in a very 

precise way considered that both companies’ names and codes were often numerous and of 

different forms: for the doubtful firms we carefully searched online in order to make the right 

pick.  

The decision of analyzing the Fortune 500 companies was driven by two main criteria: first, 

the limited research resources available to students led us to believe that by focusing on well-

know and economically important companies, in our case the most relevant companies of US 

in terms of gross revenue, would be more efficient in terms of both financial and social data 

finding. 

 

In fact, one of the requirements of the General Sentiment program for the identification of our 

social media reputation variables is the identification of the field of research for the selected 

variable. The General Sentiment allows to search in three main networks/platforms: Twitter, 

Twitter 100% or “all Internet” and we picked only Twitter. 

Focusing exclusively on Twitter data implies that, in order to have significant results for our 

analysis, users of this social network have to mention and talk about the companies we look 
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for. In this sense, we thought that by focusing on companies of great global relevance which 

also have more expectations and attentions towards them, it would be easier (in terms of 

chances of finding big amounts of tweets) to find significant social data numbers. 

 

Once we had all the right names and proper CUSIP codes for the total 500 companies, we 

proceeded with the extrapolation of the data. 

 

- Financial data  

We accessed the WRDS databank and, by simply ticking off the data we are aiming 

for, we downloaded into an Excel file the following financial figures for the year 

2011:  

1. Current Assets  

2. Total Assets  

3. Total Common/Ordinary Equity 

4. Common Shares Outstanding 

5. Long-Term Debt 

6. Inventories  

7. Current Liabilities 

8. Property, Plant and Equipment  

9. Stockholders Equity 

10. Total Revenue 

11. Research and Development Expenses 

12. Operating Activities – Net Cash flow 

13. Employees 

14. Total Market Value 

15. Annual Price Close 

16. Firm Equity Value (we calculated this by multiplying the Annual Price Close 

with the number of Common Shares Outstanding) 
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With these financial figures in our Excel file we were able to calculate the ratios and control 

variables needed for our analysis
18

. 

 

- General Sentiment data  

Thanks to the “Corporate Account” provided by the CSR Department of Copenhagen 

Business School we were able to obtain information for every company, tracking 50 

entities at once. Unfortunately, this account supports only one user at a time therefore 

making the collection of data quite a slow process.  

The process starts by inserting the complete name of the company into the website’s 

search engine. This gives you a list of several options.  In fact, the General Sentiment 

displays all the different ways in which the name of the company is typed into the net, 

and it specifies, for each result, how many times that particular typing is present in all 

websites and social networks. The name of the company may be written in different 

ways since it is often the case that brands are not known or typed with their complete 

name. To make it clear, companies like i.e. Motorola Mobility Holding are most often 

cited only as Motorola or Philip Morris International simply as Philip Morris. 

Sometimes companies are known exclusively for the main product they are producing, 

and therefore the latter is typed instead of the full company name. This is the case of 

companies like Coca Cola Enterprise or Pepsico Inc., which are identified respectively 

as Coca-Cola and Pepsi.  

Due to these specification problems, we have used different criteria of selection for 

each company that we tracked; most importantly, we followed a criteria of consistency 

throughout the whole selection process. Generally, we selected the names that more 

closely reflected the complete company name and that, at the same time, counted a 

higher number of digitations on the Internet. We proceeded in excluding those names 

that appeared to be too ambiguous or confusing (i.e. Global Partners LP) or that 

could’ve been biased by personal names (i.e. “Dana” for Dana Holding Co.) by 

selecting the complete name of those brands. Furthermore, for some companies the 

abbreviation was preferred over the entire name (IBM for “International Business 

Machines” or Amazon for “Amazon.com Inc”). In this way, we are aware of the fact 
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 Further information about the specific ratios and controls used in the analysis will be provided in the 
“measures” section 
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that we omitted possible references and quotations to those companies, having tracked 

voices characterized by a smaller number of typings, but we believe this was the only 

method in order to obtain a coherent reflection of sentiment and therefore a more 

significant sample for our analysis.  

 

 

                Source: General Sentiment 

 

After having clarified the means of selection regarding the companies, we proceeded 

screening our results. The ones initially showed by the program reflect every typing 

and post concerning the single company that is present in every network on the 

Internet. Since the focus of our analysis is put on Twitter, we have changed the source 

of the research, selecting ‘Twitter’ instead of the initial ‘All internet’ source. 

Furthermore, the results that are initially shown, once a specific company is tracked, 

reflect the current year. Therefore, we have changed the dates and considered data 

running from 01-01-2011 up to 31-12-2011, since this is the reference year we are 

considering in the analysis.  

Once the correct data is considered, reflecting 2011 and only Tweets, the sentiment 

program constructs two graphs, one concerning the sentiment index and the other 

concerning the number of mentions (volume). The data included in these graphs can 

now be extracted and imported in our Excel file, by simply clicking the ‘Download 

CSV’ button.  

Following this process for every single company, we ended up having a new Excel 

sheet for every company considered, each containing two columns of data reflecting 

Sentiment and Volume. In order to capture the yearly measure, we proceeded 

computing the average of each of the two columns for every company. At this point, 
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we included in a new sheet the two final numbers concerning Sentiment and Volume 

for every company.  

Finally, since we had to have only one measure reflecting the Sentiment of the 

companies, in order to construct our final dataset used for the analysis, we decided that 

the best way of putting together the two measures was computing the log of sentiment 

multiplied by the volume for each of the companies. 

 

Of course our initial sample of 500 companies shrank because of missing financial, General 

Sentiment and KLD values. The firms that showed substantial missing data were simply 

eliminated from the sample.  

After the first download of the financial data, the sample shrank down from 500 to 373 (many 

companies did not show the number of employees; we kept those companies into the sample 

by just looking online for the official number of employees, filling those gaps in the Excel 

sheet).  

The sample shrank even more because of missing General Sentiment data. As explained, 

through the General Sentiment tool, we obtained our Twitter social data. However, for some 

companies we discovered no activity on this social network (or very little data, from 1 to 10 

tweets per year); therefore, due to the evident insignificance of that social data, we excluded 

those companies.19 The total number of companies after these two processes was 344. 

 

However, more firms were subsequently excluded from the sample because of missing data 

from the KLD
20

 database
21

.   

The final total sample is composed of 322 firms. 

                                                           
19

The companies that were excluded due to no activity on Twitter: ARCHER-DANIELS-MIDLAND CO, BED BATH 

& BEYOND INC, CARGOJET, CC MEDIA HOLDINGS INC, CHICOS FAS INC, COCA COLA ENTERPRISES, CORE MARK 
HOLDING CO INC, CORN PRODUCTS INTL INC, CORNING INC, COVENTRY HEALTH CARE INC, DILLARDS INC  -CL 
A, ECOSYNTHETIX INC, GENERAL CABLE, HEALTH MANAGEMENT ASSOC, KINDRED HEALTHCARE INC, KOHL'S 
CORP, LAS VEGAS SANDS CORP, NASH FINCH CO, O'REILLY AUTOMOTIVE INC, PANTRY INC, PG&E CORP, PLAINS 
ALL AMER PIPELNE  -LP, RELIANCE STEEL & ALUMINUM CO, SEABOARD CORP, SEALED AIR CORP, SONIC 
AUTOMOTIVE INC  -CL A, SPECTRUM GROUP INTL INC, UNITED STATIONERS INC, WESTERN REFINING INC 
20

 Further details about the use of the KLD database will be provided in the “measures” section 
21 The companies that were excluded due to missing KLD: Charter Communications, Energy Transfer Equity, 

Enbridge Energy Partners, Global Partners, Google, HCA Holdings, HollyFrontier Corp, Intel, Kinder Morgan Inc, 
Liberty Global, Liberty Interactive , Marathon Petroleum Corp, Motorola Mobility Hldgs Group, Nextera Energy, 
Nustar Energy, Publix Super Markets, PVH Group, Targa Resources Group, Travelcenter of America LLC, 
Vanguard Health Systems, Visteon Corp, Williams Partners 
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3.1.3 Measures 

In this section we will provide specific details about the measures used for every single 

variable empirically tested in the analysis.  

 

- Corporate financial performance 

To measure corporate financial performance we use Tobin’s q. Tobin’s q measures the market 

valuation of a firm relative to the replacement costs of tangible assets (Lindenberg & Ross, 

1981).  In other words, it reflects what markets think of firms’ capabilities of providing cash 

flows per dollar invested in assets. According to Tribo et all (2010) and Dowell, Hart, and 

Yeung (2000), Tobin’s q is a great measure of CFP because it can “capture the value of long-

term investments like intangible investments”. 

We calculated the firms’ Tobin’s q by dividing the sum of firm equity value (previously 

calculated as annual price close divided by common shares outstanding), book value of long-

term debt, and net current liabilities (current liabilities minus current assets) by the net value 

of inventories plus property, plant and equipment. 

 

 Reputation  

To measure the intangible of reputation we used the already described General Sentiment 

program.  

The specific measure of reputation was calculated in the following way. First, we obtained the 

measures of sentiment and volume for each company
22

. Since sentiment and volumes work on 

extremely different sets of ranges, we computed the log of volumes in order to achieve more 

significant results by having more similar weights for the two measures.  

After that, we multiplied the two measures, specifically sentiment by the log of volume. That 

was used as our measure of reputation. 

 

 Tangible Resources and Controls 

Reputation, and, in general, all intangible resources, is heavily affected by companies’ 

tangible resources (Tribo et all, 2010); for this reason we include into the analysis the tangible 
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 Look at section 3.1.2, General Sentiment Data, for the specifics of the process 
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resources of physical assets, leverage and financial resources. All the data was downloaded 

from COMPUSTAT. 

 

1. Physical Resources 

In order to capture the value of “permanent assets” (Tribo et all, 2010) we 

controlled for physical resources. We calculated such ratio with the following 

of formula: (Total assets – Current assets) / Total assets. 

Specifically, both Tribo et all (2010) and Russo and Fouts (1997) encountered 

a negative effect of this control variable on CFP because “physical assets 

hinder radical changes on several responsible policies that may boost CFP”. 

 

2. Leverage 

The tangible of leverage, intended as the external financing capabilities of a 

company, was also included in the analysis. Of course, this ratio assumes more 

and more importance when the external financing of a company is 

considerable, therefore allocating significant importance on creditors rather 

than other stakeholders (Tribo et all, 2010).  

We calculated leverage by dividing liabilities by common/ordinary equity 

(debt/equity ratio). We tried to calculate leverage in a different way, by adding 

short term and long term debt and then dividing it by the firm’s equity value. 

However, we were not able to properly find short term debt values via 

COMPUSTAT, therefore sticking to liabilities over ordinary equity. 

 

3. Financial Resources  

Financial resources were approximated by the cash-flow-to-revenue ratio 

which identifies a company’s liquidity. Specifically, we calculated such ratio 

by dividing net cash flows (from operating activities) by the total revenue. 

The relationship of such variable with CFP is pretty straightforward: we 

assume that higher financial resources mean higher chances of achieving 

profitable projects which may positively affect social and financial results. 

 



 
 

63 

These four tangible resources were not the only variables for which we controlled our             

empirical analysis. In accordance to Tribo et all (2010) and Waddock and Graves 

(1997) we also controlled for size and risk. The following data was exclusively 

downloaded from COMPUSTAT. 

 

4. Size 

We controlled for size because of its significance in social and financial terms. 

For example, size has been proved to be a critical variable in the sense that 

smaller companies might show less commitment in corporate social 

responsibility practices than larger firms; the reason for this is that large 

companies, being famous and more exposed to external pressure, need to react 

rapidly and more openly to stakeholders demand (Waddock and Graves, 1997). 

In practice, we take the logarithm of the number of employees as measure of 

size (Waddock and Graves, 1997). 

 

 

5. Risk 

Risk is also a decisive factor that influences present, future, social and 

financial performances. According to Waddock and Graves (1997), 

management’s tolerance towards risk heavily influences the investment 

decisions which could bring to elicit savings (recycling operations, costly in 

the short term but potentially extremely profitable in the long run), avoid 

future costs (like fines for non-environmental activities), or build/destroy 

markets. 

 

As always, we tried to consistently utilize Tribo et all’s measures which used 

the beta as measure for control variable of risk. However, even with the access 

to the Bloomberg platform, we were not able to download a significant amount 

of betas of our sample. Because the probability of shrinking our sample too 

much was pretty substantial considering the amount of betas obtained, we 

decided to set aside the betas and we uses long term debt to total assets, ratio 

utilized by Waddock and Graves (1997) in their study. 
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 Corporate Social Responsibility 

Our measure of Corporate Social Responsibility was obtained from KLD Stats. As already 

explained in the “source” section of this chapter, in KLD all the companies are measured on 7 

Qualitative Issues and 6 Controversial Business Issues, each of which has a “Strenghts” and a 

“Concerns” dimension.  

For both Concerns and Strenghts, numerical benchmarks are given in order to identify the 

gravity or importance of each dimension: precisely, 2 in concerns (with the negative sign) is 

the worst and 2 in strengths is the best. 0 explains neutral effect, therefore neither good nor 

bad. Moreover, some subcategories are rated as N/R (not rated) since they are not applicable 

to certain industries.  

 

To sum up this is the rating scale: a) Under Concern: 2=-2,  1=-1, 0=0    

                                                       b) Under Strength: 2=2,  1=1,  0=0 

 

Afterwards, for each dimension, we computed a 6 step process: 

1. We summed the concerns (with the negative sign) 

2. We summed the strengths (with the positive sign) 

3. We counted the number of categories on which each company was evaluated. 

As said, some categories were underlined as N/R (not applicable due to the 

specific industry); when present, that category was subtracted from the total 

count.  

4. We calculated the Average by first summing Concerns and Strenghts (Sum C+ 

Sum S) and by dividing this by the count of the categories. 

5. Last step, we multiplied the various averages with the weights from Waddock 

and Graves (2007). 
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                      Here are the weights for our KLD dimensions: 

 

                      KLD Dimensions Weights 

                      Governance 0,084 

                      Community  0,148 

                      Diversity  0,136 

                      Employee Relations 0,168 

                      Environment 0,142 

                      Human Rights 0,084 

                      Product 0,154 

                      Diverse 0,084 

                      SUM 0,999 

 

Even if three Waddock and Graves’ weights do not correspond with our KLD 

dimensions (Military Contracts, Nuclear Power and South Africa), and since 

we were not able to detect perfect weights for our KLD dimensions in any 

other study, we decided to first sum the three unmatched weights, then divide 

them by three and equally split them on Human Rights, Diverse and 

Governance.  

We are aware of the fact that this procedure can be misleading and might very 

well be the biggest limitation of our database; however, we decided to proceed 

anyway, obviously explaining the reasons and motivations of our decision
23

.  

Here is an example of the Governance dimension for the first 8 companies: 

                                                           
23

 This procedure will be later explained in the “Limitations” section 
 

Waddock Graves, 1997 Weights 

South Africa 0,076 

Community Relations 0,148 

Woman and minorities 0,136 

Employee relations 0,168 

Environment 0,142 

Military Contracts 0,086 

Product 0,154 

Nuclear Power 0,089 

SUM 0,999 
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3.1.4 Design of Analysis 

In order to test the three research questions previously described, we have constructed and 

implemented various multiple linear regressions through the use of SPSS (originally, 

Statistical Package for the Social Sciences), which is a computer program used for survey 

authoring and deployment (IBM SPSS Data Collection), data mining (IBM SPSS Modeler), 

text analytics, statistical analysis, and collaboration and deployment. 

 

Considering our first hypothesis, we are going to test whether our measure of GS reputation 

influences Corporate Financial Performance and if yes, in which direction does it affect 

performance. Therefore, we have constructed an equation which takes CFP as the dependent 

variable while reputation given by general sentiment, together with the control variables we 

have considered, represent the independent variables.  

We will henceforth refer to this first equation as Model 1: 

 

Count Average x Weight
Name CGOV-con-# CGOV-con-H CGOV-con-J CGOV-con-K CGOV-con-X CGOV-str-# CGOV-str-DCGOV-str-F

3M Company 0 0 0 0 0 1 1 0 6 0,167 0,014

Abbott Laboratories 2 0 1 0 1 1 1 0 6 -0,167 -0,014

Advance Auto Parts, Inc. 1 1 0 0 0 0 0 0 6 -0,167 -0,014

Advanced Micro Devices, Inc. 0 0 0 0 0 1 1 0 6 0,167 0,014

AECOM Technology Corporation 2 1 0 0 1 0 0 0 6 -0,333 -0,028

AES Corporation 2 1 0 0 1 0 0 0 6 -0,333 -0,028

Aetna, Inc. 0 0 0 0 0 0 0 0 6 0,000 0,000

AGCO Corporation 1 0 0 0 1 0 0 0 6 -0,167 -0,014

Governance

Concerns Strength

CFPit = αit + β (GS_Reputation)it + β (Physical Resources)it + β (Financial Resources)it +    

 

             β(Leverage)it + β (Size)it + β (Risk)it + β (Mean [CFP])it + (η)it + (ε)it 
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Regarding Hypothesis 1, the necessary condition which must hold in order to carry on the 

analysis is that GS_Reputation has a significant and positive influence on CFP.  

 

The position taken in this paper is that a positive online reputation represents a valuable asset 

that allows a firm to achieve persistent profitability. With this in mind, we must recall about 

how we define reputation, since ‘we view reputation as a global perception of the extent to 

which an organization is held in high esteem or regard’ (Weiss, Anderson, and MacInnis, 

1999: 75), suggesting that reputation captured by sentiment constitutes a general 

organizational attribute that reflects the extent to which external stakeholders see the firm as 

‘good’ and not ‘bad.’ It is necessary to underline that a growing body of research argues and 

statistically proves that good corporate reputations have strategic value for the firms that 

possess them (Dierickx and Cool, 1989; Rumelt, 1987; Weigelt and Camerer, 1988). 

Within this line of reasoning, intangible assets, such as our measure of reputation, are critical 

because of their potential for value creation, but also because their intangible character makes 

replication by competing firms considerably harder. Not surprisingly, several studies confirm 

the expected benefits associated with good reputations (Fombrun and Shanley, 1990; 

Herremans, Akathaporn, and McInnes, 1993; Landon and Smith, 1997; McGuire, 

Schneeweis, and Branch, 1990; Podolny, 1993). However, no research to date has looked at 

the extent to which the online measure of reputation given by what we call ‘productive 

publics’ leads to superior financial performance.  

 

Moving on to Hypothesis 2, we will empirically test whether our measure of CSP, computed 

as described within the methodology, and subdivided in strengths and concerns, impacts our 

measure of reputation. Therefore, the equation constructed now considers reputation captured 

by general sentiment as the dependent variable, while CSP strengths and CSP concerns 

constitute the independent variables of the model, together with the measure of CFP and all 

control variables used in model 1.  

We will refer to this second equation as Model 2: 

 



 
 

68 

 

Considering Hypothesis 2, the necessary condition which must hold in order to be able to 

continue with our analysis is that at least the measure of CSP Strengths reveals a significant 

and positive influence on GS Reputation.  

 

If a company is able not only to invest in CSR but also be publicly perceived as socially 

active, it is going to increase its corporate reputation which, as we test in Model 1, should 

enhance its financial performance. Recalling Fobrum, Gardberg and Barnett (2000), 

“activities that generate CSR do not directly impact the company’s financial performance, but 

instead affect the bottom line via its stock of ‘reputational capital’, the financial value of its 

intangible assets”. CSR activities need to be tailored on the specifics of firms’ stakeholders. 

As the matter of fact, when trying to determine the most appropriate CSR strategy, firms need 

to deeply take into consideration stakeholder engagement. 

Therefore, the relationship concerning Model 2 which must hold should show that a firm 

which invests in CSR activities, enhancing its ‘CSR strengths’, will be characterized by a 

higher positive online reputation, which in turn will improve its financial performance. 

 

Finally, considering Hypothesis 3, which aim is to highlight and explain which specific CSR 

activities affect online reputation and to what extent, we are going to empirically test the 

impact of each of the KLD dimensions described in the methodology on the measure of GS 

reputation. This will provide corporations with a general framework of how much capital, 

time and attention they should invest in each of the CSR dimensions considered in the KLD, 

GS_Reputationit = αit + β (CSP Strengths)it + β (CSP Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it  

 

                                + β (Mean [GS_Reputation])it + (η)it + (ε)it 
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in order to positively improve their image, which will be reflected by both internal and 

external stakeholder’s sentiment. 

We have therefore constructed a separate equation for each single dimension of the KLD, in 

which the dependent variable remains our variable of GS reputation, while, together with all 

the independent variables considered in Model 2, the independent variables of CSP (strengths 

and concerns) will now be substituted with a single dimension of the KLD, again subdivided 

into strengths and concerns. We will henceforth refer to these 7 equations as Models 3 to 9: 

  

 

GS_Reputationit = αit + β (Governance Strengths)it + β (Governance Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 

GS_Reputationit = αit + β (Community Strengths)it + β (Community Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 

GS_Reputationit = αit + β (Diversity Strengths)it + β (Diversity Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 



 
 

70 

 

 

 

 

 

GS_Reputationit = αit + β (Empl. Rel. Strengths)it + β (Empl. Rel. Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 

GS_Reputationit = αit + β (Environment Strengths)it + β (Environment Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 

GS_Reputationit = αit + β (Human Rights Strengths)it + β (Human Rights Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 

 

GS_Reputationit = αit + β (Product Strengths)it + β (Product Concerns)it + β (CFP)it + β (Physical- 

 

                                Resources)it + β (Financial Resources)it + β(Leverage)it + β (Size)it +β(Risk)it + β (Mean-  

 

                                 [GS_Reputation])it  + (η)it + (ε)it 
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Considering that, through Models 3-9, our attempt is to develop a framework for corporations 

in order for them to acknowledge the key dimensions of CSR (among the ones considered by 

the KLD database) which have a significant impact on their online reputation, there is no 

necessary condition which must hold in the results. 

 

It is necessary to anticipate that, due to the limitations of our analysis (which will be further 

discussed) there is no certainty that all CSR dimensions will show a significant effect on the 

measure of GS reputation. 

In conclusion, since our theoretical framework implies that companies should move their 

focus from the traditional way of looking at reputation to our redefined measure which is 

given by online productive publics, we will attempt to outline and reorder the areas of CSR in 

terms of importance and impact on GS reputation. We will consider concrete and practical 

implications of the obtained results which would help companies improve their image, as it is 

perceived from their stakeholders online and, consequently, enhance their financial 

performance. 
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4.0 Results 

 

4.1.1 Model 1: 

 

Table 1 provides the descriptive statistics for all the variables used in Model 1, which provide 

simple summaries about the observations that have been made, not developed on the basis of 

probability theory. The sample size of 322 is indicated, together with the mean and standard 

deviation of the variables used. It is necessary to point out that all standard deviations are 

considerably low, with the exception of leverage and reputation. This infers that data 

concerning the two variables largely ‘deviates’ from their mean value, meaning that some 

companies are very much (or less) leveraged compared to the average level and some are 

characterized by a considerably higher or lower reputation compared to average.  

 

Table 1: Descriptive statistics 

Variables Mean Std. Deviation N 

CFP 4.959209 6.6919053 322 

Financial Resources .129834 .1084022 322 

Leverage 1.749596 18.3175711 322 

Physical Resources .608567 .2002064 322 

Size 4.494593 .5728654 322 

CFP [Mean] 4.980542 4.0603338 322 

Reputation  25.4595910247 43.4321387559 322 

Risk .237837 .1605487 322 

 

Analysis of Pearson correlation
24

 coefficients in Table 2 lends support to a weak but positive 

association between the firm’s intangible of reputation with our measure of CFP, which 

                                                           
24 There are several correlation coefficients, often denoted ρ or r, measuring the degree of correlation. The most common of these is the 

Pearson correlation coefficient, which is sensitive only to a linear relationship between two variables. It is obtained by dividing the 

covariance of the two variables by the product of their standard deviations: 

 

The Pearson correlation is defined only if both of the standard deviations are finite and both of them are nonzero. The Pearson correlation is 

+1 in the case of a perfect positive (increasing) linear relationship (correlation), −1 in the case of a perfect decreasing (negative) linear 

relationship (anti-correlation), and some value between −1 and 1 in all other cases, indicating the degree of linear dependence between the 

variables. As it approaches zero there is less of a relationship (closer to uncorrelated). The closer the coefficient is to either −1 or 1, the 

stronger the correlation between the variables. 
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however does not infer any causal relationship. Table 2 also shows positive associations 

between a firm’s financial performance and its financial resources, while showing a negative 

association between CFP and its level of leverage, physical resources, size and level of risk. 

These results are consistent with recent meta-analyses (e.g., Tribo, Surroca, Waddock, 2010). 

Thus, we have to undertake a more in-depth exploration if the positive link between 

reputation and CFP could be spurious or otherwise confirmed by a causal relationship 

between the two variables. 

 

Table 2: Correlations 

  
 CFP 

 

 

Financial  

Resources Leverage 

 

 

Physical  

Resources 

Pearson Correlation CFP  1.000  .190 -.057  -.091 

Financial Resources  .190  1.000 -.053  .469 

Leverage  -.057  -.053 1.000  .013 

Physical Resources  -.091  .469 .013  1.000 

Size  -.048  -.119 .053  .000 

CFP [Mean]  .506  -.096 -.041  -.108 

Reputation   .143  -.021 -.050  -.073 

Risk  -.205  .093 .070  .413 

  Size CFP [Mean] Reputation  Risk 

Pearson Correlation  CFP -.048 .506 .143 -.205 

Financial Resources -.119 -.096 -.021 .093 

Leverage .053 -.041 -.050 .070 

Physical Resources .000 -.108 -.073 .413 

Size 1.000 -.012 .224 -.019 

CFP [Mean] -.012 1.000 -.016 -.083 

Reputation  .224 -.016 1.000 -.117 

Risk -.019 -.083 -.117 1.000 

 

Before we put the focus on the degree to which the variables included in the model influence 

each other, it is necessary to examine whether there are collinearity problems within the 

variables, data showed in Table 3: 
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Table 3: Collinearity check 

Model 

Correlations Collinearity Statistics 

Part Tolerance VIF 

1 (Constant)    

Financial Resources .262 .748 1.338 

Leverage .000 .985 1.016 

Physical Resources -.092 .637 1.570 

Size -.038 .927 1.079 

CFP [Mean] .509 .981 1.020 

Reputation  .138 .932 1.074 

Risk -.113 .804 1.243 

 

 

We have found no multicollinearity
25

 problems in the data, as VIF values are far from the 

threshold of 10 and tolerance levels are all above 0.2. 

 

Having analyzed the data used in the analysis, let us move on to the fundamental and key 

findings which may or may not support our Hypothesis 1. Table 4 shows the model’s 

summary: 

 

Table 4: Model summary 

Model  R R Square 

 

 

Adjusted R  

Square 

Std. Error of the 

Estimate 

1  .613
a
 .376  .362 5.3450207 

a. Predictors: (Constant), Risk, Size, CFP [Mean], Leverage, Financial Resources, Reputation , Physical 

Resources 

b. Dependent Variable: CFP 

 

 

Model 1 shows an adjusted coefficient of determination, or R square, of 36.2%
26

, indicating 

that a relatively high portion of the variance of the dependent variable of CFP is being 

explained by the independent variables used in our model. The Standard Error of Estimation 

                                                           
25 Multicollinearity is a statistical phenomenon in which two or more predictor variables in a multiple regression model are highly correlated. 

In this situation the coefficient estimates may change erratically in response to small changes in the model or the data. A tolerance of less 

than 0.20 or 0.10 and/or a VIF of 5 or 10 and above indicates a multicollinearity problem (see O'Brien 2007). 

26 It is the proportion of variability in a data set that is accounted for by the statistical model. It provides a measure of how well future 

outcomes are likely to be predicted by the model 
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(SEE)
27

, which measures the dispersion of values around the regression line, is 5.35, therefore 

sufficiently low. 

We now finally move on to considering the regression coefficients presented in Table 5: 

 

Table 5: Coefficients 

Model 

Standardized 

Coefficients 

t Sig. 

Correlations 

Beta Zero-order Partial 

1 (Constant)  1.320 .188   

Financial Resources .303 5.874 .000 .190 .315 

Leverage .000 .003 .998 -.057 .000 

Physical Resources -.116 -2.071 .039 -.091 -.116 

Size -.040 -.859 .391 -.048 -.048 

CFP [Mean] .514 11.412 .000 .506 .541 

Reputation  .143 3.095 .002 .143 .172 

Risk -.126 -2.540 .012 -.205 -.142 

 

We find that CFP is significantly and positively influenced by our measure of reputation 

(β=0.14; p<0.01), thus our necessary condition is met. CFP is also positively influenced by 

financial resources (β=0.3; p<0.01), while it is negatively influenced by risk (β= -0.13; 

p<0.05) and physical resources (β= -0.12; p<0.05). 

Residuals statistics are included in the Appendix. 

 

4.1.2 Model 2: 

 

Table 6 provides the descriptive statistics for the variables used in Model 2: 

 

Table 6: Descriptive statistics 

 Mean Std. Deviation N 

Reputation  25.5831308986 43.5395050318 320 

Financial Resources .130206 .1085835 320 

Leverage 1.758889 18.3745203 320 

Physical Resources .609852 .1991474 320 

Size 4.496545 .5722750 320 

                                                           
27 The smaller the SEE, the more accurate the regression line to predict the value of the dependent variable 
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Risk .238539 .1607048 320 

CFP 4.925591 6.6925198 320 

Reputation [Mean] 25.342760 11.7777861 320 

CSP concerns-no DIV -.19570242973 .131492715912 320 

CSP strenghts- no DIV .185999 .1672236 320 

 

We have already examined all variables in Model 1, with exception of CSP strengths and 

concerns, which show coherent means and a really low standard deviation. 

Moving on to the correlations between the variables showed in Table 7, and intentionally 

omitting the ones previously analyzed for Model 1, we intend to underline how the measure 

of CSP strengths shows a weak but positive association with a firm’s reputation, while CSP 

concerns shows a weak negative association with the dependent variable. These results thus 

seem to support the causal relationship inferred in our Hypothesis 2, but once again, we have 

to undertake a more in-depth exploration if the positive link between reputation and CSP 

strengths and negative link between reputation and CSP concerns could be spurious or 

otherwise confirmed by a causal relationship between the two variables. 

 

Table 7: Correlations 

 
Reputation  

Financial 

Resources Leverage 

Pearson Correlation Reputation  1.000 -.022 -.050 

Financial Resources -.022 1.000 -.054 

Leverage -.050 -.054 1.000 

Physical Resources -.077 .467 .013 

Size .223 -.124 .053 

Risk -.119 .089 .069 

CFP .146 .195 -.056 

Reputation [Mean] .048 -.154 .069 

CSP concerns-no DIV -.138 -.104 -.040 

CSP strenghts- no DIV .210 .162 -.032 

 

 Physical 

Resources Size Risk CFP 

Pearson Correlation Reputation  -.077 .223 -.119 .146 

Financial Resources .467 -.124 .089 .195 

Leverage .013 .053 .069 -.056 
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Physical Resources 1.000 -.012 .409 -.083 

Size -.012 1.000 -.025 -.042 

Risk .409 -.025 1.000 -.200 

CFP -.083 -.042 -.200 1.000 

Reputation [Mean] -.090 .295 .043 -.019 

CSP concerns-no DIV -.305 -.332 -.001 .144 

CSP strenghts- no DIV .125 .339 -.048 .027 

 

 Reputation 

[Mean] 

CSP concerns-

no DIV 

CSP strenghts- no 

DIV 

Pearson Correlation Reputation  .048 -.138 .210 

Financial Resources -.154 -.104 .162 

Leverage .069 -.040 -.032 

Physical Resources -.090 -.305 .125 

Size .295 -.332 .339 

Risk .043 -.001 -.048 

CFP -.019 .144 .027 

Reputation [Mean] 1.000 -.013 .050 

CSP concerns-no DIV -.013 1.000 -.267 

CSP strenghts- no DIV .050 -.267 1.000 

 

 

It is showed in Table 8 that all variables used in Model 2 are not characterized by 

multicollinearity problems, as all tolerance values are again above 0.2 and VIF values far 

from the value of 10. Therefore our regression results will not result biased. 

 

Table 8: Collinearity check 

Model 

Correlations Collinearity Statistics 

Part Tolerance VIF 

2 (Constant)    

Financial Resources -.024 .687 1.456 

Leverage -.046 .983 1.017 

Physical Resources -.062 .572 1.748 

Size .125 .718 1.392 

Risk -.034 .765 1.306 

CFP .142 .880 1.136 

Reputation [Mean] -.007 .885 1.129 

CSP concerns-no DIV -.090 .745 1.343 
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Model 

Correlations Collinearity Statistics 

Part Tolerance VIF 

2 (Constant)    

Financial Resources -.024 .687 1.456 

Leverage -.046 .983 1.017 

Physical Resources -.062 .572 1.748 

Size .125 .718 1.392 

Risk -.034 .765 1.306 

CFP .142 .880 1.136 

Reputation [Mean] -.007 .885 1.129 

CSP concerns-no DIV -.090 .745 1.343 

CSP strenghts- no DIV .127 .819 1.220 

 

Table 9 shows a relatively low adjusted coefficient of determination (8,6%) and a 

considerably high SEE (41.6), indicating that the independent variables included in the model 

only explain a small portion of the variance of our measure of reputation.  

Despite these results are considered ‘statistically negative’, it appears to be straightforward 

that the measure of reputation captured by online sentiment will most probably be affected by 

variables which don’t interest our analysis, while the variables used, such as CFP, leverage 

and so on, will only slightly affect online reputation, thus strongly reducing the model’s 

adjusted R squared. 

 

Table 9: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

2 .335
a
 .112 .086 41.6142975283 

 

a. Predictors: (Constant), CSP strenghts- no DIV, CFP, Reputation [Mean], Leverage, Physical Resources, CSP 

concerns-no DIV, Risk, Size, Financial Resources 

b. Dependent Variable: Reputation  

 

 

The regression coefficients in Table 10 show that the intangible of reputation is significantly 

and positively influenced by CSP strengths (β=0.14; p<0.05), thus meeting the minimum 

requirement we had set for our second hypothesis, while it is negatively influenced by CSP 

concerns (β= -0.10; p<0.10). Furthermore, reputation is positively influenced by CFP 

(β=0.15; p<0.01) and by size (β=0.15; p<0.05). 
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Table 10: Coefficients 

Coefficients
a
 

Model 

Standardized 

Coefficients 

t Sig. 

Correlations 

Beta Zero-order Partial 

2 (Constant)  -1.271 .205   

Financial Resources -.029 -.446 .656 -.022 -.025 

Leverage -.047 -.864 .388 -.050 -.049 

Physical Resources -.083 -1.167 .244 -.077 -.066 

Size .147 2.327 .021 .223 .131 

Risk -.039 -.640 .523 -.119 -.036 

CFP .151 2.646 .009 .146 .149 

Reputation [Mean] -.007 -.132 .895 .048 -.007 

CSP concerns-no DIV -.104 -1.681 .094 -.138 -.095 

CSP strenghts- no DIV .140 2.368 .018 .210 .133 

 

 

4.1.3 Model 3-9: 

 

In order to avoid confusion and to be able to clearly picture the results obtained for the 

different models which reflect our third hypothesis, we will refer to and focus only on the 

causal relationships between the variables. Therefore, regression coefficients of the seven 

models (which individually consider one CSR dimension singularly) are represented in the 

tables that follow: 

 

Model 3: Corporate Governance 

 

Table 11: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

3 .311
a
 .097 .071 41.9186111865 
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Table 11: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

3 .311
a
 .097 .071 41.9186111865 

a. Predictors: (Constant), gov concerns, gov strenghts, Leverage, Risk, Reputation [Mean], 

Financial Resources, CFP, Size, Physical Resources 

b. Dependent Variable: Reputation  

 

 

 

Table 12: Coefficients 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

3 (Constant) -38.251 21.050  -1.817 .070 

Financial Resources -8.353 26.017 -.021 -.321 .748 

Leverage -.111 .129 -.047 -.860 .390 

Physical Resources -11.120 14.912 -.051 -.746 .456 

Size 14.617 4.643 .192 3.148 .002 

Risk -14.636 16.555 -.054 -.884 .377 

Reputation [Mean] .002 .214 .001 .010 .992 

CFP .977 .374 .150 2.612 .009 

gov strenghts 150.725 72.397 .122 2.082 .038 

gov concerns -32.209 107.228 -.017 -.300 .764 

a. Dependent Variable: Reputation  

 

Table 11 shows that the control variables used in the analysis, together with the CSR 

dimension of corporate governance (subdivided in the two variables of strengths and 

concerns), explain 7,1% of the variation of reputation measured by sentiment.  

Considering the statistically significant values, represented in Table 12, these reveal that 

reputation is greatly influenced in a positive way by corporate governance strengths 

(β=150.73; p<0.05), consistently by a firm’s size (β=14.6; p<0.01) and moderately by CFP 

(β=0.98; p<0.01). It is necessary to anticipate that the significant influence of these last two 

measures on reputation will be reflected by all sequent models, which are characterized by 

very close coefficients and therefore will not be further repeated in this section, but discussed 

in the next section.  



 
 

82 

Nothing can be inferred or deducted in regards to the influence on reputation of corporate 

governance concerns, since its coefficient does not result significant in the model. 

 

Model 4: Community 

 

Table 13: Model Summary 

 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

4 .323
a
 .104 .079 41.6916416888 

a. Predictors: (Constant), community strenghts, Reputation [Mean], Risk, Leverage, community 

concern, CFP, Financial Resources, Size, Physical Resources 

b. Dependent Variable: Reputation  

 

Table 14: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

4 (Constant) -39.700 20.558  -1.931 .054 

Financial Resources -10.025 25.921 -.025 -.387 .699 

Leverage -.109 .128 -.046 -.851 .396 

Physical Resources -17.965 15.326 -.083 -1.172 .242 

Size 15.473 4.467 .204 3.464 .001 

Risk -12.116 16.517 -.045 -.734 .464 

Reputation [Mean] -.001 .211 .000 -.004 .996 

CFP .955 .376 .147 2.541 .012 

community concern -91.536 40.345 -.133 -2.269 .024 

community strenghts 80.253 58.141 .079 1.380 .168 

a. Dependent Variable: Reputation  

 

 

Considering the CSR dimension of community, the model’s adjusted R squared in Table 13 

slightly increases (7,9%), and contrarily to the previous model, the influence that appears to 

significantly influence reputation in Table 14 is the dimension of community concerns, which 

have a negative impact of (β= -91.54; p<0.05).  

The variable of community strengths does not have a significant influence although the 

coefficient and its direction appear to be coherent.  
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Model 5: Diversity 

Table 15: Model Summary 

 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

5 .355
a
 .126 .101 41.1807781963 

a. Predictors: (Constant), div strenghts, Leverage, Risk, Reputation [Mean], CFP, Financial 

Resources, diversity concern, Size, Physical Resources 

b. Dependent Variable: Reputation  

 
 

Table 16: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

5 (Constant) -21.674 21.192  -1.023 .307 

Financial Resources -14.709 25.776 -.037 -.571 .569 

Leverage -.106 .126 -.045 -.836 .404 

Physical Resources -12.653 14.603 -.058 -.866 .387 

Size 11.787 4.532 .155 2.601 .010 

Risk -16.351 16.155 -.060 -1.012 .312 

Reputation [Mean] -.072 .208 -.020 -.348 .728 

CFP .762 .364 .117 2.096 .037 

diversity concern 87.342 78.045 .065 1.119 .264 

div strenghts 225.935 72.422 .193 3.120 .002 

a. Dependent Variable: Reputation  

 

 

It is interesting to notice that by inserting the dimension of diversity in the equation, a greater 

portion of the reputation’s variance is explained compared to all other models (10.1% in 

Table 15). Coefficients in Table 16 show that the sub-dimension of diversity strengths, 

contrarily to concerns which don’t result significant, is strongly significant and enhances a 

company’s reputation extensively (β=225.94; p<0.01). Furthermore, when looking at the 

standardized coefficients column, which is helpful for comparing the strength of the effect of 

each independent variable on reputation (all variances=1), the variable of diversity strengths 

is characterized by the highest coefficient therefore having the strongest effect. 
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Model 6: Employee Relations 

Table 17: Model Summary 

 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

6 .340
a
 .116 .090 41.4275985503 

a. Predictors: (Constant), empl.rel strenghts, Leverage, Physical Resources, CFP, Reputation 

[Mean], Size, Risk, emplo.rel concern, Financial Resources 

b. Dependent Variable: Reputation  

 

Table 18: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

6 (Constant) -30.351 21.217  -1.431 .154 

Financial Resources -12.196 26.228 -.030 -.465 .642 

Leverage -.137 .128 -.058 -1.070 .285 

Physical Resources -6.786 15.004 -.031 -.452 .651 

Size 11.755 4.787 .155 2.456 .015 

Risk -12.387 16.388 -.046 -.756 .450 

Reputation [Mean] -.065 .209 -.018 -.310 .757 

CFP .932 .368 .144 2.535 .012 

emplo.rel concern -88.792 63.180 -.090 -1.405 .161 

empl.rel strenghts 193.899 
 

75.196 .151 2.579 .010 

a. Dependent Variable: Reputation  

 

 

In regards to the CSR dimension of employee relations, this variable, as usual sub-divided 

into strengths and concerns, together with CFP and all control variables explains 9% of our 

dependent variable’s variance.  

Table 18 shows a major positive and significant impact of employee relations strengths 

(β=193.9; p<0.01) on reputation, while nothing can be said on the dimension of concerns as 

its coefficient does not result sufficiently significant. 
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Model 7: Environment 

Table 19: Model Summary 

 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

7 .326
a
 .107 .081 41.641308328 

a. Predictors: (Constant), environment strenghts, Leverage, Physical Resources, CFP, 

Reputation [Mean], Size, Risk, environment concern, Financial Resources 

b. Dependent Variable: Reputation  

 

Table 20: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

7 (Constant) -41.534 20.339  -2.042 .042 

Financial Resources -13.437 25.991 -.034 -.517 .606 

Leverage -.110 .128 -.046 -.863 .389 

Physical Resources -19.474 15.524 -.090 -1.254 .211 

Size 14.792 4.466 .195 3.313 .001 

Risk -7.905 16.889 -.029 -.468 .640 

Reputation [Mean] .048 .214 .013 .225 .822 

CFP 1.046 .381 .161 2.742 .006 

environment concern -120.156 89.232 -.084 -1.347 .179 

environment strenghts 131.176 60.627 .130 2.164 .031 

a. Dependent Variable: Reputation  

 

Considering the impact of the environment dimension on reputation in Table 20, we found 

that while concerns do not significantly influence the dependent variable, environment 

strengths are characterized by a consistent effect on reputation (β=131.18; p<0.05). Once 

again, the coefficient characterizing concerns is consistent with the literature in terms of level 

and direction of influence, but cannot be further discussed as it doesn’t meet the minimum 

level of significance (p<0.1).  

All variables included in this model contribute to explaining 8.1% of the reputation’s 

variance, as shown in Table 19, output that sets itself mid-way compared to the models 

previously analyzed.  
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Model 8: Human Rights 

 

Table 21: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

8 .316
a
 .100 .074 41.7924930161 

a. Predictors: (Constant), hum rights strenghts, Leverage, Physical Resources, CFP, Reputation 

[Mean], hum rights concern, Size, Risk, Financial Resources 

b. Dependent Variable: Reputation  

 

Table 22: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

8 (Constant) -39.702 20.711  -1.917 .056 

Financial Resources -1.939 25.888 -.005 -.075 .940 

Leverage -.114 .128 -.048 -.888 .375 

Physical Resources -7.717 14.731 -.036 -.524 .601 

Size 14.548 4.587 .192 3.172 .002 

Risk -15.029 16.503 -.056 -.911 .363 

Reputation [Mean] .093 .220 .025 .423 .673 

CFP .877 .368 .135 2.383 .018 

hum rights concern -385.362 164.160 -.139 -2.347 .020 

hum rights strenghts -38.687 75.410 -.029 -.513 .608 

a. Dependent Variable: Reputation  

 

Moving on to the results obtained when the dimension of human rights is inserted in the 

equation, we face an adjusted R squared of 7,4% in Table 21, which infers that, all other 

variables being equal, this CSR dimension contributes to explaining our reputation’s 

variance less than all other dimensions with exception of governance. Despite this, the 

coefficient reflecting the influence of human rights concerns, shown in Table 22, 

represents the highest value found, significantly and negatively impacting reputation      

(β= -385.36; p<0.05). However, the sub-dimension of human rights strengths does not 

result significant. 
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Model 9: Product 

 

Table 23:Model Sumary 

 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

9 .304
a
 .092 .066 42.0276133531 

a. Predictors: (Constant), product strenghts, CFP, Leverage, 

Physical Resources, Reputation [Mean], product concern, Risk, 

Size, Financial Resources 

b. Dependent Variable: Reputation 

 

Table 24: Coefficients 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

9 (Constant) -43.924 21.586  -2.035 .043 

Financial Resources 1.241 25.890 .003 .048 .962 

Leverage -.101 .129 -.043 -.780 .436 

Physical Resources -7.887 14.905 -.036 -.529 .597 

Size 16.651 4.653 .220 3.579 .000 

Risk -19.633 16.498 -.073 -1.190 .235 

Reputation [Mean] -.090 .214 -.024 -.423 .672 

CFP .882 .375 .136 2.352 .019 

product concern 5.637 66.719 .005 .084 .933 

product strenghts 68.614 42.582 .092 1.611 .108 

a. Dependent Variable: Reputation  

 

Considering the last of the seven CSR dimensions included in the database used for our 

analysis, the product, we encounter several problems most probably due to the overall 

limitations characterizing our limited data. It is shown in Table 23 that the coefficient of 

determination of the model is the lowest of all (6.6%), therefore little of the reputation’s 

variance is explained. Furthermore, when observing the causal relationships between the 

variables in Table 24, neither the variable of product strengths nor the one of product 

concerns result sufficiently significant to be able to discuss their influence on reputation.  
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5.0 Discussion  

 

 

5.1.1 Model 1: 

 

We have investigated the eventual connection and influence of reputation, captured by general 

sentiment, on corporate financial performance. As we have re-defined it, the highly valuable 

intangible resource of reputation should nowadays represent the image of itself that any 

company is giving the public online. As we have entered the era of a ‘digital reputation 

economy’, due to the diffusion of social media and social networks, we have argued that the 

best way corporations should capture and interpret their reputation worldwide is through the 

use of social sentiment, which puts together opinions and thoughts of innumerous online users 

that constitute the previously described ‘productive publics’. We have therefore 

acknowledged the presence of a new and deeper “society wide reputation economy enabled 

and empowered by the diffusion of social media” (Arvidsson and Peitersen, 2009). This 

concept, based on the idea of reputation as intangible asset and driver of competitive 

advantage, and given the exponential importance that the new stakeholder category of 

publics(people) have been recently acquiring, states the upcoming relevance of this new 

digital reputation. Both companies (macro level) and individuals (micro level) are constantly 

getting evaluated, therefore creating a real “reputation economy” online. 

 

Looking back to the traditional way of considering reputation, it has always been seen by 

many commentators as an important asset which could be used as a competitive advantage 

and a source of financial performance. A “good” reputation is identified as an intangible 

resource which may provide the organization with a basis for sustaining competitive 

advantage given its valuable and hard to imitate characteristics (Hall, 1993; Barney, 1991). A 

growing body of literature has been concerned with organizational reputation as a valuable 

resource and its association with financial performance (Roberts and Dowling, 2002; Eberl 

and Schwaiger, 2005).Based on data from Fortune magazine’s annual survey of corporate 

reputation, we find (perhaps unsurprisingly) that companies characterized by higher levels of 

reputation perform relatively better. A “good” reputation among different stakeholders 
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provides several benefits: higher customer retention (Caminiti, 1992; Preece et al., 1995), thus 

increasing repurchases and higher product prices (Shapiro, 1983), which lead to both higher 

income as well as lower costs via a reduction of both the capital costs (Beatty and Ritter, 

1986) and personnel costs through reduced personnel fluctuation (Caminiti, 1992; Dowling, 

1986;Eidson and Master, 2000; Preece et al., 1995; Nakra, 2000). In sum, this would lead to a 

higher profitability for the “well reputed” firm. But one has to acknowledge that although the 

cited authors agree on the fact that reputation is a source of competitive advantage, there has 

been relatively little or no empirical evidence of the consequences of a positive reputation 

online (Roberts and Dowling, 2002). 

Our analysis and results obtained from the model fully support our H1, in that a positive 

reputation on online social platforms impacts a company’s financial performance, and 

influences it positively, the higher its reputation is. Although the causal relationship is weak, 

there is evidence that companies can slightly improve their financial performance by focusing 

on their online image, therefore controlling it, managing it and investing in order to further 

improve it. 

A firm’s online reputation is based on stakeholders’ interactions and transactions with the 

company. Reputation therefore serves as a risk-reduction mechanism for customers (Kotha et 

al., 2001), which in turn will lead to higher post-purchase or post-use satisfaction (Aaker, 

1991).The latter subsequently bears the potential to render consumers willing to pay a price 

premium for the offerings of a highly reputed firm. In addition, Rogerson (1983) argues that 

fewer customers will abandon a highly reputed company and more will arrive, leading to a 

larger customer basis. It is generally argued that employees, as another important stakeholder 

group critical to organizational outcomes, prefer to work for highly reputed firms. Therefore, 

one can argue that contracting and monitoring costs may be reduced when the company has a 

good reputation (Roberts and Dowling, 2002). 

The majority of consumers investigate a company by searching for it on Google or Yahoo. If 

the company hasn't experienced negative press, all is well. But if it has, even a few postings 

that question its credibility can hardly damage its sales and performance. Now more than 

ever, the way a business appears online determines how the majority of consumers perceive it. 

Consequently, campaigns to save a company's reputation now have to extend to the Internet. 

For many companies, the management of their online reputation has gone from being an 

occasional duty to a full-time job and Model 1 fully sustains this modern practice. 
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Concluding, online reputation management must be done systematically and integrated into 

decision making, enterprise-wide. Rules have changed given that stakeholders care more 

about companies, their history, and less and less about their products and services. Clients are 

using reputation equity as a strategic asset to drive business results. Online platforms can 

inform them so they can make better decisions about how and where to invest their resources 

and the same should happen for companies, in that they will improve their performance by 

monitoring and boosting their ‘digital’ reputation. 

 

5.1.2 Model 2: 

 

Once again recalling Fobrum, Gardberg and Barnett (2000), “activities that generate CSR do 

not directly impact the company’s financial performance, but instead affect the bottom line 

via its stock of ‘reputational capital’, the financial value of its intangible assets”. CSR 

activities need to be tailored on the specifics of firms’ stakeholders. As a matter of fact, when 

trying to determine the most appropriate CSR strategy, firms need to deeply take into 

consideration stakeholder engagement. Therefore, the relationship we have empirically tested 

in Model 2 should show that a firm which invests in CSR activities is characterized by a 

higher positive online reputation, which, as we have demonstrated, slightly impacts its 

financial performance. On the other hand, a firm that neglects and avoids investing in social 

actions may be harmed in terms of online sentiment, which may lead to negative results. 

 

One factor that has made it necessary for companies to integrate CSR into their corporate 

strategies is the general public’s growing interest in and better knowledge of social and 

environmental problems. With the emergence of public standards for social performance, 

society is putting companies under strong pressure to embrace social responsibility and 

embrace new approaches in their business strategies, such as, for example, green innovation, 

social entrepreneurship and new models of philanthropy (Pirsch et al., 2007). Along with 

online social networks, which have been stamped as the formidable marketing tools of the 

future, CSR is thus becoming a powerful tool to hold companies accountable for their social 

and environmental impacts and stimulate corporate transparency. With the success of a 

company highly dependent on its relationships with its key stakeholders and their satisfaction 
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level (Elkington, 1995), showing “good corporate governance” has become critical. Aware of 

and interested in companies’ CSR efforts, consumers weigh them in their decision-making 

process (Arli and Lasmono, 2009). They are more likely to provide greater support to 

companies that engage in social and environmental causes and reward them by purchasing 

their products (Olsen and Hill, 2006). CSR is therefore most effective at improving 

consumers’ attitude towards the company, enhancing consumer loyalty as well as downsizing 

the level of consumer skepticism, i.e., reducing consumers’ concerns and doubts regarding the 

company’s products and services (Pirsch et al., 2007). 

Our empirical model shows that companies that neglect social issues and pay little or no 

attention to their actions and investments in terms of social responsibility face a negative 

online reputation, which in turn can severely damage a company’s corporate performance. 

In the last decades, the environmental and social related impact of companies is under rising 

attention of the public and there exist several concrete examples of events and behaviors of 

companies that have led to a negative reputation, such as the ‘Deepwater Horizon Oil Split’ of 

April 2010 resulted in negative public attention of the oil company, British Petroleum (BP). 

During three months oil was continuously spilling into the Gulf of Mexico. The enormous 

environmental damage due to BP’s negligence was widely described in the worldwide media. 

Besides companies’ environmental issues, also social consequences and social responsibility 

face attention of the public. The public attention to social issues is reflected in the scandal of 

the British newspaper ‘News of the World’. The newspaper was suspected of illegally 

monitoring private phone calls. This scandal was widely described in the media. The 

associated negative attention about ‘News of the World’ made the owner of the newspaper 

decide to immediately abolish the newspaper.  

A survey of European consumers found that 70% of consumers consider a company's 

commitment to social responsibility to be important when buying a product or service 

(MORI/ CSR Europe 2000). Similarly, a survey of European fund managers, financial 

analysts and investor relation personnel showed that 92 percent think that a company with a 

clear CSR policy is better off in managing environmental and social risk (MORI/ Deloitte 

2003). Thus, there seems to be a strong empirical link between CSR and Corporate 

Reputation and, consequently, online reputation.  

Corporate giving is nothing new of course, but it has certainly increased in both priority and 

profile in the past decade, as evidenced by corporations in the U.S. giving away $9 billion in 
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cash and products in 2001; an estimated $11 billion in 2003; and roughly $13.7 billion in 

2005 (American Association of Fund Raising Council, 2006). Correspondingly, a Cone/Roper 

(1999) study reported that nearly 50% of large corporations have programs associated with a 

social issue. 

While the different concepts of reputation have been thoroughly discussed, recommendations 

on how a reputation can actually be influenced and managed are scarce. Little empirical 

evidence has been provided to show if and to what extent measures of CSR actually influence 

the reputational sentiment of consumers. Furthermore, it is quite common that a company's 

customers at the same time belong to one or more other stakeholder groups. Since it is 

hypothesized that groups react differently to corporate-level activities, a company has to act 

differentiated and segment-specific. 

Majority of research on corporate social responsibility roams around financial performance, 

for instance Alexander and Buchholz (1978), Cochran and Wood, (1984); Stanwick and 

Stanwick, (1998); McWilliams and Siegel, (2001); and Arx and Ziegler, (2008) have studied 

the relationship between CSR and corporate financial performance. Heslin and Achoa (2008) 

also emphasized the strategic significance of corporate social responsibility for corporate 

success. However, little research so far has focused on consumer and employee’s online 

sentiment towards CSR and its influence on their organizational commitment. Wood (2010) 

argued that the relation between CSR performances and financial performances is already 

well established and that CSR research should be more focused on society and stakeholders, 

and we believe the instrument that best captures opinions and thoughts is therefore online 

sentiment. 

Our empirical model thus shows a significant impact of the CSR areas captured by KLD on 

the online measure of reputation, thus demonstrating that companies that invest in social 

activities do have a relative positive reputation on social platforms. Therefore, as we have 

previously suggested, online reputation management must be done systematically and 

integrated into decision making, enterprise-wide, given that stakeholders care more about 

companies, their history, and less and less about their products and services. Not only our 

measure of reputation positively impacts financial results, but it is positively influenced by 

CSR activities, therefore demonstrating the necessity of social engagement for those 

companies that aim at improving their online image. In order to develop sound relationships 

with customers and employees, organizations need to increase the use of corporation social 
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responsibility (CSR) as a strategic tool. Corporate social responsibility can be utilized by 

leading organizations to establish a good association not only with external stakeholders but 

also internal stakeholders. These actions are likely to alter dynamics between corporations 

and their employees, creating a need for employees to reciprocate positive corporate social 

behavior (Blau, 1964; Gouldner, 1960; Molm & Cook, 1995). Research has shown that 

individuals’ identification with an organization may be aligned with specific forms of social 

exchange (Flynn, 2005; Lawler, 2001; Molm & Cook, 1995; Molm, Peterson, & Takahashi, 

1999).  This suggests that individual levels of organizational identification may influence 

social exchange, and subsequent processes, triggered by CSR, may affect social exchange 

dynamics within organizations and consequently the reputation of companies on social online 

platforms. 

 

5.1.3 Model 3: 

 

Moving on to the last model, we now want to deeply dig-in the seven qualitative issue areas 

that build up the ratings given by KLD, which assesses governance, environmental and social 

performance of the publicly traded companies considered. 

We therefore consider the areas characterized by a significant impact on reputation in the 

regression models, examining the degree to which each of them influences a company’s 

image on online platforms. Furthermore, the focus is put on the direction of influence that 

each CSR area has on sentiment, analyzing whether companies should invest in strengthening 

one specific area, or, on the other hand, manage and be aware of the huge negative impacts 

that some areas might have on reputation if neglected. 

It is necessary to point out that statistically, more coherent results would have been obtained 

by the regression of the CSR dimensions on reputation as a whole, but due to the limitations 

concerning our database, and multi-collinearity issues arising when putting all variables 

together, the single areas’ impact on reputation has been singularly tested. 

 

Considering the CSR dimensions that have showed a significant impact on reputation when 

companies invest their time and finances in strengthening their social actions, the area that 

seems to be having a greater social impact and recognition by sentiment is the dimension of 

Diversity. 
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The 21
st
 century workforce is typified by more women and employees with diverse ethnic 

backgrounds, alternative lifestyles, and intergenerational differences compared to the past 

(Langdon, McMenamin & Krolik, 2002).  Furthermore, many leaders are aware that the 

extent to which these demographic workforce changes are effectively and efficiently managed 

will impact organizational functioning and competitiveness (Von Bergen, Soper & Parnell, 

2005). Nowadays we face an increasing representation of racial minorities in corporate 

leadership (Rosen, 1999), as well as the importance of organizational leadership and strategy 

to the realization of diversity as a source of competitive advantage (Richard, 2000).  

Our empirical results support these efforts, in that online productive publics greatly value 

actions aiming at improving diversity issues. Diversity may broaden the range of 

informational resources and perspectives on which leadership teams have to draw. As a 

consequence, racial diversity in a company’s leadership may be related to improved firm 

performance. As the representation of racial minorities’ increases, barriers to social 

interaction among leaders may decrease, thus raising the possibility that the firm may draw on 

such diversity as a unique resource. Companies with highly diverse leadership teams may 

have a broader range of perspectives and skills, which may enhance strategic problem-solving 

and decision-making capabilities. Furthermore, firms with racially diverse leadership may 

have broader networks and thus, access to resources and diverse stakeholder groups 

(Finkelstein & Hambrick, 1996). 

Considering the several benefits that investing in diversity issues lead to, especially if we 

consider the impressive impact on the ‘new’ reputation, firms should benchmark against 

companies that are considered to be diversity leaders, such as those included in Fortune 

magazine's annual list of "Top 50 Companies for Minorities" (e.g., Daniels, 2004). Research 

suggests that receiving a “best company” distinction is associated with good relative market 

and financial performance, as it is indirectly proven by our model. (Filbeck & Preece, 2003; 

Fulmer, Gerhart & Scott, 2003; Lau & May, 1998). 

 

As it is strictly tied to the diversity area, the second most influencing social issue that 

substantially improves a company’s reputation concerns employee relations. 

Employee relations have a profound effect on an organization's business reputation, 

profitability and employee engagement. This social area can actually affect an organization's 

bottom line and its ability to achieve overall business goals. The human resources field has 
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several disciplines such as compensation and benefits, training and development, recruitment 

and selection, and workplace safety and risk management. However, employee relations 

management is a discipline that requires a general knowledge of all the other disciplines 

because of the wide reach this discipline has in the overall business model. 

The primary goal of employee relations is to strengthen the employer-employee relationship 

through activities such as obtaining employee feedback, developing and implementing 

performance management systems and providing guidance to supervisors, managers and 

upper-level management. Strengthening the employer-employee relationship means 

interacting with employees at all levels of the organization and paying attention to the 

organization's philosophy, mission and values. Although this goal seems rather broad, there 

are several employee relations activities that help employees in playing an integral role in 

creating a solid reputation for other companies and industries to imitate. For instance the fair 

and equal application of labor and employment laws protects the organization's assets and 

conveys the message of equal opportunity for current and future employees. 

Employee motivation, compensation and rewards and recognition are vital to organizational 

goals, as well as to individual employment goals. 

Furthermore, action plans that outline the best approach to identifying employee concerns are 

essential if you want your employee relations activities to have a positive impact on the 

business. We have previously discussed the easiness with which employees, with the global 

diffusion of social media and networks, can spread opinions and thoughts concerning 

companies, and, although the impact of employee relations on online reputation results a lot 

more significant in terms of strengths compared to concerns, our empirical model proves that 

neglecting this social issue would result in hardly damaging a firm’s image and consequently 

possibly its performance. Therefore, companies are called to dedicate themselves to 

improving their internal management of employees, investing resources in order to create a 

positive environment, which would eventually lead to a strong online reputation, at the same 

time controlling and identifying eventual concerns, before these can result harmful. 

 

Moving on to the third area, whose strengths surprisingly are greatly considered by the online 

public in that it strongly impacts a firm’s reputation, we consider corporate reputation. 

Good corporate governance is recognized as essential for maintaining attractive investment 

climate that is characteristic of highly competitive companies and efficient financial markets. 
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Research shows that most countries have made a significant progress in corporate governance 

during the past few years. Recent and current reforms have improved legal and regulatory 

framework offering protection against corruption. 

There are several aspects concerning governance that are linked to a company’s reputation, 

and that should be managed by management. These are, according to Pursey, the ability to 

make dialogue that helps a manager to make cooperative relations with a great range of 

external participants which are based on trust. Secondly, there is the capability of avoiding 

critical reputation dangers like corporate silence. Thirdly, there is the capability that allows 

managers to influence external officials (advocacy). Last but not least let us mention the 

capability of crisis communication that enables managers to interact with influential 

participants in unpleasant conditions a company may find itself in (Pursey et al. 2004). 

A company in search of positive reputation depends on its consumers more than on any other 

external factor. It is assumed that consumers should make positive influence on reputation if 

internal problems of communication, transparency, values and employee treatments are also 

harmonized. Support and significance of employees are strongly related to reputation. That is 

in financial sector, with a great number of service encounters, highly expected.  

Therefore, despite our expectations prior to this analysis, factors such as the limited 

compensation of managers, a high level of internal transparency and a strong political 

accountability are substantially taken into consideration by social platform users, who reward 

a company’s efforts in creating and maintaining clear and clean governance practices by 

developing a positive image reflected by a firm’s online reputation. 

The objective of a good corporate governance framework would be to maximize the 

contribution of firms to the overall economy, which includes all stakeholders. Good Corporate 

Governance usually aims to complying with strict corporate legal procedures and law. The 

implementation of codes of conduct, strict procurement procedures, having an overall vision 

in place expressing the principles and values are all important elements contributing to 

improving governance. However, as result of changing and shifting values in the broader 

business environment, corporate governance nowadays extends its range of influence through 

monitoring not just the traditional relationship between managers and owners of an 

organization, but now also emphasizes the importance of relationship risk with other critical 

stakeholders who could affect the reputation of an organization. Hence, it becomes obvious 

not only to comply with the law, organizational rules and codes, regulatory regulations but 
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also to acknowledge the importance to build relationships with critical customers, suppliers, 

regulatory institutions and community at large.   

Integrity and reputation are closely correlated. Someone with high integrity is usually 

someone perceived as having a very good reputation. Similarly, organizations who aim to 

keep high integrity are considered organizations with good reputation. It is in the interest of 

individuals and organizations to keep such a high moral and professional standing since it 

could bring them a lot of benefits such as credibility, trustworthiness and loyalty besides the 

fact that integrity is a value in itself worth pursuing. 

 

Considering the social area which distinguishes itself for the greatest total impact on 

reputation, when considering the double significant impact of both its strengths and concerns, 

we focus on environmental issues. Predictably, firms that act in an environmentally 

responsible manner and have a history of fulfilling their obligations to various stakeholder 

groups are creating environmental reputation, which can be considered as a subset of overall 

corporate reputation (Miles and Covin, 2000). 

We have thus confirmed that companies greatly increase their online reputation when 

producing beneficial products and services, when making evident efforts in preventing 

pollution, when they recycle or when the devolve their attention in setting up property plants 

in the right areas focusing on environmental concerns. On the other hand, when companies 

neglect these issues and don’t show interest in whether they are harming or not the 

environment, our model shows that our measure of reputation in turn gets severely damaged. 

Online platforms therefore strongly denounce companies which are characterized by 

hazardous wastes, harmful emissions, when they are responsible for climate changes in 

specific areas and many other concerns. 

One way for corporations to show they care about the environment, even if they don't care 

enough to make major changes to their business practices, is to donate money to an 

environmental group or to sponsor an environmental project. Companies which fund cash-

starved environmental groups believe 'the imprimatur of activists will go a long way in 

improving their reputation among environmentally aware consumers' (Rauber 1994). 

However they do not necessarily support the aims of the groups they fund. 

Disclosing information regarding their environmental practices may be more beneficial to a 

company's reputation than their actual environmentally friendly performance, several studies 
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show. This unexpected benefit of information disclosure may reduce a corporation's incentive 

to improve environmental performance in the future, researchers warn. Researchers analyzed 

a cross-sectional sample of 92 firms that were listed in Newsweek magazine's 2009 ranking of 

the 500 "greenest" U.S. companies, including corporations from environmentally sensitive 

industries like utilities, oil and gas. Researchers also compared each firm's environmental 

scores using data from Trucost, which rates an organization's environmental impact, by 

calculating their emissions of greenhouse gases, water, waste and air pollutants, as well as 

their use of natural resources. The study researchers also looked at whether each company 

was a member of the Dow Jones Sustainability Index, which tracks the financial performance 

of leading sustainability-driven companies worldwide. The findings showed that the more 

information companies disclosed about their sustainable practices, the more they were viewed 

as being environmentally friendly, even if the data they disclosed proved otherwise. In fact, 

the companies with the worst environmental performance had the best environmental 

reputation. "The data suggests that many companies that have the worst performance actually 

disclose more, likely because they have a greater incentive to promote sustainability practices 

like investing in green technology," study researcher Amy Hageman, of Kansas State 

University, said in a statement. 

Environmentalists have traditionally focused attention to environmental problems by 

highlighting corporate misdeeds, therefore damaging the good reputation of those companies. 

However, nowadays those very corporations are drawing on environmentalists to help repair 

their reputations. Nike and BP are two examples of companies that have adopted some 

environmental reforms as part of their reputation management. Yet both continue with the 

practices that earned them poor reputations in the first place. Clearly the role of 

environmentalists in working with such companies is misguided and ineffective in terms of 

long-term environmental sustainability. 

Real environmental change can only derive from social and political change that avoids 

corporations taking irresponsible behaviors. This means that environmentalists are most 

effective when they are focused on increasing the consciousness of the more fundamental 

problems of capitalist culture, production and consumption. Helping companies to publicize 

small reforms cleaning their reputations only diverts attention from the larger picture. 

 



 
 

100 

Recalling Nike and BP’s case, as we’ve mentioned, several companies have put their attention 

in improving and making efforts regarding some social areas in the attempt to repair their 

reputation, as a consequence of the violation of another social area. In this case, we refer to 

the area of human rights, which, as our empirical model clearly shows, is the area that 

companies should majorly focus on, not in the sense of strengthening them, but avoiding to 

violate and neglect them. In this case, their online reputation would be extremely damaged, as 

it has been proven by past events concerning the two companies mentioned. 

Nike for instance was in trouble when it's contractors were accused of manufacturing Nike 

products in sweatshop conditions, using child labor, paying less than the minimum wage, 

enforcing overtime, subjecting employees to verbal abuse and sexual harassment and running 

factories like prison camps (Anon. 1997d; Herbert 1997, 13 A; Sonner 1997, p. B2). By 1997 

Nike had become a symbol of sweatshop labor in the third world and was the target of many 

protests, outside store openings and by students against their universities' links with Nike. 

Due to an extensively harmed global reputation, Nike has supplemented the endorsement of 

sporting heroes with that of environmental groups like Greenpeace in Australia and 

elsewhere. In 1998 Nike joined 20 other major US companies that committed themselves to 

no longer using or selling wood and paper products made from 'old growth' forests. The 

agreement was negotiated by a coalition of environmental groups including Greenpeace, the 

Natural Resources Defense Council, and the Rainforest Action Network (Knight 1998). 

The Nike case study demonstrates the shallowness of reputation management and its 

preoccupation with perception rather than substance. 

The other company that has been subject to criticism for human rights abuse is BP (in 

Colombia in 1996 and Alaska in 1998). However, unlike Nike, BP produces an inherently 

environmentally damaging product and continues to cause environmental problems around 

the world. Its ability to get environmentalists on side, including Greenpeace and the 

Australian Conservation Foundation, are therefore all the more remarkable. 

Human rights are commonly understood as "inalienable fundamental rights to which a person 

is inherently entitled simply because she or he is a human being." 

As the Human Development Report stated in 2000: “Of all human rights failures today, those 

in economic and social areas affect by far the larger number and are the most widespread 

across the world’s nations and large numbers of people.” 
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Mismanagement of human rights issues can tarnish a reputation for many years and harm 

business operations. Reputational damage can make it harder to attract customers, secure the 

necessary investment for growth, attract and retain the best and most committed employees or 

enter into business partnerships. 

As globalization has increased in the past decade or two, so have the criticisms. Whether it is 

concerns at profits over people as the driving factor, or violations of human rights, or large 

scale tax avoidance by some companies, some large multinationals operating in developing 

countries in particular have certainly had many questions to answer. 

Therefore, as our model underlines, although companies should make sure their actions do not 

violate any single human right besides its effects related to business, this social area can cause 

immense damage to a firms’ image online, which would then potentially lead to substantial 

decreases in profits and performance. 

 

Having taken into analysis the social responsibilities that majorly have an impact on 

reputation, both in terms of concrete actions aimed at increasing a company’s image, both in 

terms of focus and attention aimed at avoiding to neglect or violate other issues that would 

instead damage their image, let us pass through the two areas which are characterized by a 

minor impact on reputation. 

 

Community issues such as charitable giving, support for housing, support for education and 

volunteer programs don’t have a significant impact on online reputation. Nevertheless, 

concerns such as investment controversies, tax disputes or negative economic impacts 

negatively affect social sentiment, reflecting a lower reputation. 

 

Considering the product, the model shows that R&D efforts made by companies in 

guaranteeing qualitative products that produce social benefits to the public, or to the ones that 

are economically disadvantaged, strengthen their perceived image online. It is interesting to 

notice that the impact results lower compared to all other previously analyzed social issues 

which lead to an increase in reputation if strengthened with the necessary efforts and 

investments. This just confirms what has been previously suggested prior to our model in that 

stakeholders care more about companies, their history, and less and less about their products 

and services. Clients are using reputation equity as a strategic asset to drive business results. 
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Online platforms can inform them so they can make better decisions about how and where to 

invest their resources and the same should happen for companies, in that they will indirectly 

improve their performance by monitoring and boosting their ‘digital’ reputation. 
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6.0 Limitations 

 

In the following section, we will discuss the limitations of our thesis. Specifically, we will 

both analyze the limitations concerning both the sources used for the collection of data, and 

the methodology of our study. 

 

From a theoretical point of view, we were able to identify plenty of material (articles and 

studies) regarding the main concepts of our thesis. Of course, being social media, CSR and 

digital reputation significantly wide areas of study, we identified many theories that are not 

only heavily criticized, but also are in contradiction with one another. However, we tried to 

maintain consistency throughout our theoretical framework, identifying the ideas that we 

considered most important in regards to our final thesis’ goal, ignoring some of the criticizing 

papers/propositions. 

As already mentioned in the methodological section of the thesis, we gathered up data from 4 

main sources: Compustat, Fortune 500, General Sentiment and KLD.  

We find no criticism towards the first two sources utilized: Compustat, and specifically 

WRDS (Wharton Research Data Services), the internet-based data research service that we 

used, is a valid source for data collection, being extremely used by academics, government, 

non-profit institutions and corporate firms. On the same level, the Fortune 500 is another 

valuable source of information.  

Moreover, these two sources also work well together in our specific case: one of the few 

criticisms of Compustat is that it may sometimes contain incorrect financial data of small 

firms, being them the most complicated economic organizations from which both obtain and 

calculate data. However, the database does not present these difficulties in regards of big 

firms, which is exactly the case of our study since we use as sample part of the Fortune 500 

which ranks the firms based on their gross revenue. 

 

General Sentiment, the social analytics platform used in our thesis to gather digital reputation 

data, is considered as one of the best upcoming data mining and sentiment analysis tool. The 

program is getting cited more and more by the media for its effectiveness in predicting certain 

events thanks to its sentiment analysis capabilities. Of course, it does have its own limitations: 

the biggest one is that it does not analyze Facebook singularly, the most important social 
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network in the world. In fact, the program provides three search options: Twitter, Twitter 

100% and All Internet. We decided to focus exclusively on Twitter, which we respect still as 

an extremely beneficial option and source of information for our purpose, considered its 

major increasing importance and its structure (tweets). However, we could have greatly 

benefited, in terms of validity and significance of results, from a bigger range of social 

network analyzed (for instance, an option with both Facebook and Twitter involved), 

therefore reducing the limitations of our digital reputation measure.  

 

Another limitation of General Sentiment is that, when looking for tweets of a certain firm, 

General Sentiment displays all the different ways in which the name of the firm can be typed, 

and it specifies, for each result, how many times that particular typing is present in all 

websites and social networks. This limitation gave us problems in the sense that we had to 

logically understand which tweets where exactly referred to the firm itself and not to other 

things with the same entity (for instance, Apple, as the company, and apple, as the fruit).  

In this case, logical selection was our strategy, which we understand could have biased or 

misunderstood part of our measure. 

Through our research process using General Sentiment we also encountered issues regarding 

the effective availability of certain information of some companies. 

 

We were able to gather up valuable CSP data thanks to the KLD database. Even if we firmly 

believe in the validity of the database, which is widely used by leading scholars and 

academics and is also defined as the best tool for understanding the corporate world in terms 

of social activities (the KLD data is the de facto research standard at the moment for 

measuring CSP in scholarly research (Waddock, 2003), the KLD has received criticism in 

regards of its construction and validity when related to financial performances (“FP”) 

measures. 

 

From a methodological point of view, our study presents some limitations. Probably the most 

significant one refers to the characteristic of our database which only contains data, both 

financial and social, for exclusively one fiscal year. Obviously, analyzing data for multiple 

years could have given more significance to our study but the consequent difficulties of 

gathering up data for multiple years, our limited research time, and our limited availability of 
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software/programs did not give us the chance to enlarge our research spectrum to multiple 

years. Anyway, we believe that, taken and understood with its limitations, our study still 

possesses validity and it gives precious information for future research on the topic. 

 

The sample of our database is composed of 322 companies. This limited number of 

companies represents a limitation of our research, even if the number is still big enough to 

assume certain conclusions. Moreover, two more points of criticism can be identified in our 

sample: first, it can be argued that the exclusive focus on the biggest US companies (based on 

gross revenue), excluding all the small/medium organizations, might have created bias in the 

sample frame. However, we justify our choice of sticking to the Fortune 500 range of 

companies based on our belief that big firms are more familiar than small/medium firms with 

social media and, therefore, can be cited and mentioned more by online users. 

Second criticism can be that our sample, as mentioned, only relates to US firms. It can be 

argued that all the firms can be biased by some specific characteristics (legal or economical) 

of the country, therefore rendering the study only valuable under certain circumstances. 

 

Furthermore, it is important to clarify our decision not to take any lag between our reputation 

and financial measures. In this way, it can be argued that the effects of a crisis do not 

immediately (in the same year) have an effect on the financial performance of the firm. 

However, we do not believe that an online crisis needs time to develop tragic consequences in 

concrete financial terms.  

Traditionally, in a crisis situation, organizations have around 48 hours to respond and take 

action (in terms of press release, press conferences, or corporate statements) (Virtual Social 

Media, 2010). However, crisis communication practices have been radically changing in the 

current global scenario of the 21
st
 century and the initial 48 hours has now been reduced to 

less than an hour because of the incredible speed at which information spreads. The presence 

of online media has brought new challenges for organizations: as the matter of fact, it has 

been proven that, with the emergence of the digital age, crisis are moving at an incredible 

speed, requiring firms to react in the extremely short term with accuracy and responsibility. 

Once again, due to the presence of this new and smart “public” presence, if questions are not 

answered immediately, if a digital crisis is not handled right away, brand reputation and brand 
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image can be irreversibly and immediately damaged, even by simple negative postings or 

rumors about a brand, with the consequent tragic financial consequences. 

Let’s take a concrete example, the Toyota case. In 2009, Toyota incurred in an important 

brand reputation loss due to an impressive sequence of accidents (sticking accelerator pedals) 

which involved Toyota vehicles. With a fan base of 81,000 fans, Toyota initially failed to 

promptly respond to the public relations crisis, resulting in more than 22,000 recall-related 

blog posts in the first week. However, the company managed to recover in a matter of three 

months from a potential huge loss of reputation thanks to well managed Twitter actions, 

which permitted to directly respond to customers with clarifications and solutions. This 

example shows how companies need to implement effective crisis management plans, 

especially in terms of readiness to react, of course combined with valid communication 

strategies (Lyon and Cameron, 2004; McDonald 2010).  

This justifies the current customers’ need of obtaining solutions and answers in real time, 

delivered immediately. Based on this challenge of urgency, we did not take any lag in our 

data.  

 

Other methodological limitations can be addressed towards our treatment of the KLD 

measure. As explained in section 3.1.3, we calculated the KLD measure based on a logical 6 

step process. The last step of the process consisted in the multiplication of our weights with 

the ones of Waddock and Graves. However, three weights did not correspond (Military 

Contracts, Nuclear Power and South Africa) and we decided to first sum the three unmatched 

weights, then divide them by three, and finally equally distributing them on Human Rights, 

Diverse and Governance.  

The main limitation directed to this aggregating approach is whether the weights are 

justifiable. On this matter, the literature tends to be pretty critical. In fact, based on the very 

dynamic and shortly changeable nature of stakeholders’ attributes (e.g., stakeholder 

composition, perceptions, and preferences), research on social participation and stakeholder 

management has proved that there is no universally agreed-upon scheme for weights or 

prioritization of social/environmental issues (Hillman and Keim 2001, Bird et al. 2007). 

The aggregation of weights for CSP-CFP measures is highlighted by Rowley and Berman 

(2000) who claim that the weights are not representative of the trade-off between CSP 
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criteria, and when an alternative source is used, the scores lose their validity and 

comparability. 

 

We found no alternative for the treatment of the KLD measure. However, we still believe that 

such process still maintains logic sense and validity. 
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7.0 Conclusion 

 

 

Nowadays people care more about the companies behind the products and services they buy, 

and all stakeholders have become conscious that corporate actions have wide ranging 

ramifications beyond their day-to-day business activities. As the resulting request for more 

insight about company actions increases, the relevance of product brand-focused demands 

decreases. With today's communication technologies, stakeholders can share their 

experiences, voice their opinions and exert their influence at lightning speed over a wider 

audience than ever before. 

To succeed in this environment, companies must learn to effectively and proactively manage 

the relationships they depend on. Also, they need to recognize the growing importance 

corporate behavior has on a company's bottom line and its long-term growth. Like the 

"innovation economy" of the 1990s or the "risk decade" of the 2000s, the 2010s appears to be 

one where reputation is activated as a driving force behind markets. 

Traditional reputation management required attention to how a company was perceived, thus 

narrowing the gap between perception and reality, identifying competitive advantage, and 

communicating to selected targets. Today, companies must attend to a diverse and all-

powerful portfolio of stakeholders that now include online media, environmental groups, 

bloggers, Twitterers and citizen journalists that constantly require attention. Armed with little 

more than a computer and an opinion, some of these chat-room transmitters and bloggers can 

mine a company’s reputation by disseminating misinformation. 

The Internet revolution is clearly a double-edged sword. It presents opportunities for, as well 

as barriers to, building reputation, recovering lost reputation or boosting a languishing 

reputation. On the one hand, the Internet allows an unfavorable problem or issue to remain 

before the public interminably. If managed properly, technology has the potential to 

effectively air company points of view and quickly counter negative perceptions. The Internet 

affords a company the opportunity to address a problem before it explodes and prepare 

stakeholders before any damage is done. 

Companies need to better understand how to successfully manage their online reputations in 

an always-on and always-open marketplace. Leaders are increasingly asking questions about 
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how they can build, enhance and defend corporate reputation when it is continually under 

siege, and redefined, by online and offline communities. 

Our model thus redefines the single weights that have traditionally been given to the different 

areas and aspects of corporate social responsibility, delineating the issues that should majorly 

be considered and in regards to which companies may invest time and money to grant 

themselves a more qualitative perception by modern online publics. On the other hand, the 

model clearly shows the social issues that should not be neglected or violated in order to 

avoid a collapse both in regards to reputation and financial performance. 

Corporate reputation has already become a decisive factor in the competitive landscape and 

companies that mobilize who they are and what they stand for to take advantage of this shift 

will dominate their space for years to come. Executives who understand and act on this 

opportunity will emerge as the leaders of this reputation economy. 
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