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a b s t r a c t

While prior literature has emphasized that stakeholders can influence a firm's decision to adopt envi-
ronmental practices that lead to competitive advantage, most scholarship has assumed that stakeholders
influence the design of firms' environmental practices similarly. We challenge this notion and suggest
that stakeholders affect not only the decision to adopt environmental practices, but also managerial
decisions about the design of these practices. We consider the case of firms' strategic decisions about the
design of their environmental practices, and in particular their degree of comprehensiveness and visi-
bility. We then develop a classification of four design strategies: movers and shakers, backroom operators,
wannabes, and passivists. Using multinomial regression techniques for a sample of more than 1700 firms
worldwide, our research shows that while stakeholders exert pressures on firms, managers' perceptions
of these pressures vary, and these variations appear to influence the design of their environmental
practices. These findings offer important evidence that the scope of stakeholders' influence appears more
far reaching (and nuanced) than previously considered. Managers who respond to these influences may
therefore be in a better position to satisfy stakeholder expectations, thus enhancing their organization's
overall credibility.

© 2016 Elsevier Ltd. All rights reserved.

1. Introduction

Environmental practices (EPs) are the activities that assist firms
in managing their environmental issues (Henriques and Sadorsky,
1996), and complying with and moving beyond a reactionary
strategic posture about environmental concerns (Arag�on-Correa
and Rubio-L�opez, 2007). Depending on their degree of imple-
mentation (Darnall et al., 2010a; Darnall and Kim, 2012; Khanna
and Anton, 2002), these practices can reduce firms’ impact to the
natural environment because they provide a structure for managers
to systematically assess (and improve) their environmental per-
formance (Khanna and Anton, 2002; King et al., 2005). Since the
mid-1990s, firms worldwide have increased their use of EPs. While
there are many types of EPs (i.e., recycling programs, green supply-
chain management practices, life-cycle assessment, or environ-
mental monitoring), the general theoretical argument is the
samedthat stakeholders influence their adoption (Henriques and
Sadorsky, 1996; Kassinis and Vafeas, 2006; Murillo-Luna et al.,
2008), regardless of their form (Darnall et al., 2010a).

While prior literature assessing stakeholder influences on firms'
EP adoption has typically regarded EP adoption monolithically e

either organizations adopt them or not (e.g., Henriques and
Sadorsky, 1996, 1999; Kassinis and Vafeas, 2006; Murillo-Luna
et al., 2008; Sharma and Henriques, 2005), we suggest that differ-
ences in stakeholder influences also relate to EP design. For
instance, stakeholders influence managers to make strategic de-
cisions about whether to restrict their EPs to a limited number of
environmental impacts or a more comprehensive range of envi-
ronmental impacts (Darnall and Kim, 2012). Additionally, varying
degrees of stakeholder influences may relate to whether or not
managers design their EPs so that they are visible to external
stakeholders (by way of certification or the release of public envi-
ronmental reports) (Bowen, 2000). Variations in EP design may
subsequently affect how EPs may improve the natural environment
(Hawn and Ioannou, 2016; Kassinis and Vafeas, 2006; Sharma and
Henriques, 2005), and thus enhance strategic business value
(Darnall et al., 2010a; Ferr�on-Vilchez and Darnall, 2016; Hawn and
Ioannou, 2016). However, as yet, management literature has not
developed a framework that considers how stakeholders are
related to the design of firms’ EPs.

We examine these issues by utilizing multinomial regression
techniques for a sample of 1761 manufacturing firms operating in
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seven countries. Our findings offer two important contributions to
theory and practice. First, our results extend stakeholder theory
and previous analyses of how stakeholders influence firms' deci-
sion to adopt different environmental practices (e.g. Henriques and
Sadorsky, 1996, 1999; Kassinis and Vafeas, 2006; Murillo-Luna
et al., 2008; Sharma and Henriques, 2005). We offer robust
empirical evidence that stakeholders' influence extends beyond the
dichotomous EP adoption decision, and related also to the design of
the EPs they adopt. We show that influences from different types
(and combinations) of stakeholders are related strongly to varia-
tions in firms' EP design, and especially EP comprehensiveness and
visibility. Second, we respond to recent calls for more nuanced
applications of stakeholder theory when analyzing the firm strat-
egy (e.g., Bridoux and Stoelhorst, 2014; Devinney, 2013). To do so,
we develop a novel classification framework that characterizes the
ways in which stakeholders influence firms’ strategic decisions
about EP design. We describe how variations in EP comprehen-
siveness and visibility lead to four types of strategic approach-
esdmovers and shakers, backroom operators, wannabes, and
passivists. The framework also informs recent discussions (e.g.
Bowen and Aragon-Correa, 2014; Lyon and Maxwell, 2011; Lyon
and Montgomery, 2015) about corporate “greenwashing” and
symbolic behavior by identifying which firms are more likely to
engage in these sorts of activities. Finally, our results offer evidence
to managers about how stakeholder influences extend beyond the
EP adoption decision to the critical design features of their EPs. By
attending to these influences, firmsmay increase the strategic value
of their EPs to their organization.

2. Stakeholder theory and firms’ EP adoption

Stakeholders are “any group or individual who can affect or is
affected by the achievement of an organization's objectives”
(Freeman, 1984:46). Stakeholder theory asks which of these groups
of individuals deserve managers' attention and which do not
(Mitchell et al., 1997). Managers are the critical focal point within
this discussion because their perceptions determine which stake-
holdersdinternal and externald merit consideration over others
(Donaldson and Preston, 1995; Fineman and Clarke, 1996).

Internal stakeholders have a direct economic stake in the or-
ganization (Donaldson and Preston, 1995) and operate inside the
firm's physical boundaries. They include management and non-
management employees, and are critical to the success or failure
of any firm strategy (Freeman,1984). These stakeholders also have a
vested interest in maintaining normal operations and avoiding
shutdowns (Donaldson and Preston, 1995) that can arise from
environmental accidents. Similarly, internal stakeholders are often
concerned with how environmental concerns may affect their job
security (Fineman and Clarke, 1996), and whether designing an EP
in a particular way can save their company money or enhance
corporate reputation.

By contrast, external stakeholders include a range of individuals
and groups who operate outside the firm's physical boundaries.
They include three general groups: societal stakeholders, regula-
tory stakeholders, and value chain stakeholders. Societal stake-
holders consist of public interest groups, such as environmental
and community organizations and professional associations
(Etzion, 2007). Managers are increasingly attending to pressures
from societal stakeholders because of their capacity to influence
broader social perceptions of the firm's standing within the com-
munity (Freeman, 1984). These stakeholders rely on mass media,
public protests or campaigns, strikes, and other calls for civic
engagement to influence firms' environmental strategy (Henriques
and Sadorsky, 1999). Unlike internal stakeholders who actively
participate in the daily operations of the firm, firms typically keep

societal stakeholders at arm's length (Phillips and Caldwell, 2005)
and limit access to information about the firm's internal routines
and procedures.

Regulatory stakeholders are another type of external stake-
holder, and consist of government agents who are tasked with
legislating or implementing environmental policies. They typically
influence firms by way of mandating adherence to environmental
regulations. Firms that fail to comply with these regulatory pro-
visions can incur legal action, penalties, and fines (Henriques and
Sadorsky, 1996). Because their primary goal is environmental
improvement, regulatory stakeholders pressure firms to design
robust EPs since doing so would benefit society more broadly
(Fiorino, 2006).

Finally, value chain stakeholders consist of suppliers, corporate
buyers, and household consumers (Freeman, 1984). Suppliers can
communicate their satisfaction or dissatisfaction with the firm's
environmental performance by ceasing deliveries of necessary
materials and pressuring upstream buyers to switch to more
environmentally friendly substitutes (Airike et al., 2016; Henriques
and Sadorsky, 1999) in order to avoid inheriting environmental risk
(Klassen and Whybark, 1999). Similarly, corporate buyers and
household consumers can register their preferences by purchasing
products or services that originate from environmentally conscious
producers (Henriques and Sadorsky, 1999; Maniatis, 2016) and
blacklisting products and services with poor EPs (Goh and Balaji,
2016; Maniatis, 2016). However, value chain stakeholders, like so-
cietal stakeholders, typically lack access to information about
whether or not a firm's EP is designed to reduce environmental
impacts unless the firm makes this information visible externally.

3. Design of firms’ environmental practices

In characterizing the overall influence of stakeholders on firms’
EPs, previous literature has considered distinctions between in-
ternal versus external stakeholders and market versus non-market
stakeholders, while others assess all relevant stakeholders without
drawing distinctions among them (e.g., Henriques and Sadorsky,
1999; Buysse and Verbeke, 2003; Murillo-Luna et al., 2008). In
each of these instances, the stakeholder literature has assumed a
homogeneous vision of stakeholder influences and their relation-
ship with EPs in that each stakeholder group is typically associated
with the dichotomous managerial adoption decisiondto adopt or
not (e.g., Henriques and Sadorsky, 1999; Murillo-Luna et al., 2008).
However, some scholars (e.g., Freeman et al., 2010) have begun to
ask for a more detailed attention to the complexity of stakeholder
interests and the relationship of these interests with variations in
firm strategy. We suggest that this sort of complexity extends to
how stakeholder influences are related to variations in the design of
a given EP. We focus on two design features: comprehensiveness
and visibility.

3.1. EP comprehensiveness

A comprehensive EP is designed to address the full range of
impacts that the firm's EP has on the natural environment (Darnall
and Kim, 2012; Khanna and Anton, 2002). By contrast, firms that
design a less comprehensive EP limit their assessments to only one
or a few environmental impacts, despite the fact that they could
consider others (Darnall and Kim, 2012). Variations in the
comprehensiveness of similar EPs highlight the fact the typical
approach of asking firms whether they have adopted a particular
type of EP fails to account for design comprehensiveness (Darnall
et al., 2010a). Rather, firms strategically decide whether or not to
leverage their EPs to address a greater range of environmental
impacts.
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