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Abstract

The purpose of this paper is to experimentally examine stakeholder punishments in response to poor CSR performance
communicated through either internal or external channels. Across two experiments, we find that receiving negative CSR
information communicated through internal channels (CSR reports) or external channels (news articles) causes individuals
to punish a firm (less investment, lower employment interest, buy less, post negative comments on social media). Further-
more, we find sensitivity to a conflict of information from internal and external channels, which increased Calls to Action on
social media. This is a concern for firms because such social media posts can elicit further punishments from stakeholders
and inflict reputational costs on the firm. The findings of our studies suggest that firms should accurately report CSR per-
formance, especially if external channels are likely to communicate negative CSR information regarding the firm because
such conflicting information can elicit a strong online backlash.

Keywords Corporate social (ir)responsibility - Stakeholder punishment - Calls to Action - Communication channels -

Social media

Introduction

Theory suggests that stakeholders will punish or reward
firms based upon corporate social responsibility or irre-
sponsibility (e.g., Barnett 2019; Donaldson and Preston
1995). This logic rests upon the assumption that informa-
tion regarding misconduct is received, acknowledged, and
clearly understood by stakeholders. Yet, as Barnett (2014)
notes, misconduct is not always noticed or acted upon by
stakeholders. Furthermore, information is not received
through only one channel; stakeholders may receive infor-
mation from firm reporting or advertising (internal channels)
or news, activists, and governmental reporting (external
channels).

The existence of information from multiple sources raises
questions about stakeholder response to various sources of
information as well as reactions to conflicting information.
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CSR information may be provided by the firm itself or by
third parties, which raises questions about the effect of the
source on stakeholder response to corporate social perfor-
mance. While firms control the release of information from
their own internal channels, they possess little control over
information from external channels; therefore, it is impor-
tant to understand how people respond to CSR reports
that conflict with reporting from external channels. Even
though research has shown that information from external
sources has a strong effect on stakeholder impressions (e.g.,
Du and Wu 2019), studies comparing internal and external
sources do not examine how stakeholders respond when
those sources of information conflict. In particular, research
suggests that stakeholders may regard firms as hypocriti-
cal for mixed messaging which could lead stakeholders to
punish the firm through boycotts, divestment or avoiding
employment.

One growing area for concern regarding stakeholder
responses is on social media, where individuals have the
power to reach and mobilize a broad range of stakeholders,
thus posing a threat to corporate reputation and inspiring
community activism (Earl and Kimport 2011). Research has
shown that Calls to Action, a specific form of messaging that
asks others to take action against a firm, generate increased
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responsiveness from other social media users (e.g., Saxton
and Waters 2014; Neu et al. 2020). Given that sharing CSR
information with stakeholders is meant to enhance a firm’s
relationship with stakeholders, any stakeholder backlash,
especially Calls to Action against the firm, is important to
understand and prevent.

Here, we experimentally examine the responsiveness of
stakeholders to both positive and negative CSR informa-
tion as well as examine the differential effects of internal
versus external channels. Using two experiments, we make
progress in understanding not only if stakeholders respond,
as theory suggests, to negative CSR information, but also
whether the source of the information (internal or exter-
nal channel) and the concurrence of conflicting informa-
tion affects stakeholder behavior. In the first experiment,
we examine stakeholder responsiveness to negative CSR
information regarding a fictitious firm received through
a firm’s internal channels (a CSR report) and an external
channel (news article) and compare the effects to posi-
tive CSR information received through internal channels.
One benefit of the first experiment is that it allows us to
test if stakeholders punish firms for self-disclosure of poor
CSR performance by testing reactions against informa-
tion transmitted through external channels (news source).
In the second experiment, we allow the information from
those channels to differ, causing a conflict in messaging.

Our studies address several gaps in the literature. First,
we examine responsiveness to CSR information across
multiple stakeholder groups using experimental method-
ology which provides causal evidence of informational
effects on punishment. Second, we explore the differen-
tial effects of internal versus external channels for receiv-
ing CSR performance information. Third, by experimen-
tally examining conflicting information from internal and
external channels, we examine the reactions of stakehold-
ers and find evidence of a strong reaction through social
media. The experimental design of our study allows us
to see the causal effects of information on stakeholder
intended actions (intentions to buy, invest, seek employ-
ment, and post online). These study findings are important
for firms that may be inclined to exaggerate CSR perfor-
mance shared through internal channels because we find
that a conflict in information received from internal and
external channels causes greater Calls to Action on social
media. In the next section, we review the literature on the
responsiveness of various stakeholders to CSR information
received through internal and external channels.

Literature Review and Hypothesis
Development

In this section, we review past research on CSR and stake-
holder reactions, consider the information channels by which
stakeholders learn of CSR activities, and discuss the ways in
which they may punish firms for negative CSR information.
More specifically, we consider the reactions of employees,
investors, consumers, and social media users.

Stakeholder Reactions
Employment

In previous research, corporate social performance has
been related to individual perceptions of firms' attractive-
ness as employers (Turban and Greening 1997). More
specifically, researchers found that job seekers pursue
employment with firms that are perceived to have good
reputations because reputation signals job attributes such
as good opportunities for advancement and high employee
morale, and reputation affects organizational pride (Cable
and Turban 2003). Some research has suggested that indi-
viduals will even accept lower wages to work in firms with
positive reputations (Cable and Turban 2003). In a sepa-
rate study, Glavas and Kelley (2014) show that employee
perceptions of CSR are positively related to organizational
commitment, work meaningfulness, and job satisfaction.
More recent research shows that employees are even more
supportive of CSR when the firm practices both internal
(aimed at employees themselves) and external social
responsibility (Shen and Zhang 2019). Further, employees
who participate in firm CSR programs, such as volunteer-
ing in the community, are more likely to engage in proso-
cial behaviors in their personal lives (Lewin et al. 2020).

Beyond positive work outcomes, employees also desire
employment with a firm that possesses corporate social
performance for identification reasons. Jones et al. (2014)
found an organization’s involvement in the community
sends signals to job seekers about the organization’s char-
acter, values, and prosocial orientation. Through social
identification with the organization, these factors affected
job seekers’ anticipated pride regarding organizational
membership, perceived value fit, and expected treatment
by the organization (Jones et al. 2014). In this way, indi-
viduals use corporate social responsibility as a set of sig-
nals to identify organizations with whom they can feel
proud of their association and membership (Ashforth et al.
2013). When job seekers identify with a company that
demonstrates responsibility on a given issue, research has
shown that regardless of the level of personal interest in
that issue, job seekers continued to evaluate a potential
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employer more highly because of the firm’s social perfor-
mance in that area (Behrend et al. 2009). For these rea-
sons, we expect the opposite reactions when a firm dem-
onstrates poor CSR performance.

Investment

Similar to the employment studies, researchers have
examined investor interest in corporate social perfor-
mance. Socially responsible investing (SRI) is an invest-
ment strategy that considers socially responsible criteria
in financial investment decisions (Barnett and Salomon
2006; Berry and Yeung 2013; Glac 2009). In 2020, sus-
tainable investment reached over $15 trillion USD in
assets, compared to approximately $3 trillion in 2010
(USSIF Foundation 2020), indicating that more inves-
tors are making socially responsible investments, whether
their motivations are social, financial, or mixed. In fact,
scholars have argued that the growing interest in ethical
investing, combined with the ambiguity of many invest-
ment options, increased the attention to labeling ethical or
socially responsible investments (Nath 2021). However,
research has shown that socially responsible investors do
not always make investment decisions based primarily on
ethical behavior. Berry and Yeung (2013) studied inves-
tors who have socially responsible portfolios by presenting
several investment scenarios, varying the level of financial
gain and firm’s ethical performance. While some investors
refused to trade off any decreases in ethical performance
for increased financial gain, other investors were willing to
sacrifice ethical performance for varying levels of financial
gain (Berry and Yeung 2013). Other recent research finds
that investors expect a connection between sustainabil-
ity performance and financial performance, increasingly
using sustainability-related information to make invest-
ment decisions (Unruh et al. 2016). For younger inves-
tors, it may matter even more: Millennial investors are
almost twice as likely as other generations to invest in SRI
directed at specific social or environmental areas (“Sus-
tainable Investing: The Millennial Investor” 2017).

Consumption

As with investors and employees, consumers have demon-
strated increased demand for CSR (e.g., Brown and Dacin
1997; Caruana and Chatzidakis 2014; Pomering and Dol-
nicar 2009). In one survey of banking customers in Aus-
tralia, researchers showed that consumers claimed to want
CSR information directly from the firms and that buying
intent increased when a firm participated in CSR initia-
tives (Pomering and Dolnicar 2009). In an experimental
study, Sweetin et al. (2013) found that consumers who were

presented with socially irresponsible corporate brands were
more likely to punish firms than consumers who were pre-
sented with socially responsible or environmentally con-
scious brands.

Consumers appear to evaluate CSR performance in the
context of other aspects of firm management (e.g., Brown
& Dacin 1997; Yoon et al. 2006). For example, in a sur-
vey of consumers recruited while shopping, researchers
found that information about both corporate ability (prod-
uct quality) and CSR both influenced consumer beliefs
about and attitudes toward unfamiliar products (Brown
and Dacin 1997). Yoon et al. (2006) found that consumers
were more likely to positively evaluate the sincerity of a
company’s motives when the company spent a substantial
amount on CSR initiatives in addition to spending on the
advertisement of initiatives. In recent years, research on
ethical consumerism also demonstrates the desire of con-
sumers for socially responsible brands (e.g., Kuokkanen
and Sun 2020).

Social Media Posts

The rise of social media has stimulated new concerns
regarding the voice of stakeholders, who are better able to
protest and praise the actions of firms (Briscoe and Gupta
2016; Sobande 2020; Vredenburg et al. 2020; Ward and
Ostrom 2006). Recent research has begun to study which
factors influence how individuals share information online.
For example, Berger and Milkman (2012) show that New
York Times articles are more likely to be shared when
they arouse strong emotions, such as anger or anxiety. In
a 2013 Nielsen survey of participants from 58 countries,
sixty-eight percent of survey respondents indicated that
they trust consumer opinions posted online, an increase
of seven percentage points from the 2007 survey (Nielsen
2015). This suggests that the information and attitudes
shared online affect others’ behaviors, raising questions
regarding how and why individuals share information
regarding corporate responsibility through social media. In
one recent study, researchers looked at tweets in response
to an Italian oil company’s online CSR campaign. They
found that 65% of tweets using the campaign’s hashtag
were argumentative, frustrated/insulted, or used sarcasm
rather than replying positively (Vollero et al. 2021) We
expect that negative information regarding social respon-
sibility will result in negative responses.

Across stakeholder groups, previous evidence suggests
that individuals are sensitive to CSR information and are
inclined to act in response to negative information. More
formally, we hypothesize
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H1la Individuals who receive negative CSR information are
less likely to seek employment with that firm than those who
receive positive information.

H1b Individuals who receive negative CSR information are
less likely to invest in a firm than those who receive positive
information.

H1c Individuals who receive negative CSR information are
less likely to buy products from that firm than those who
receive positive information.

H1d Individuals who receive negative CSR information are
more likely to write negative posts on social media than
those who receive positive information.

Information Channels

Previous research has demonstrated that CSR reports are of
interest to several different stakeholder groups. For example,
research has shown that consumers are interested in learn-
ing about CSR initiatives and that purchase intent increases
when a firm participates in CSR initiatives (Pomering and
Dolnicar 2009). However, little research demonstrates
how individual stakeholders evaluate this information, or
if there is a difference in stakeholder reactions depending
on whether CSR information is published internally, by the
firm, or externally, by a third party.

As information regarding CSR can be received from
either the firm itself or third parties, we consider the effect of
the source of the information on stakeholder responsiveness
to corporate social performance. More specifically, we con-
sider whether the information is received through external
channels (news articles) or internal channels (CSR reports).
Because firms have little control over information from
external channels, firms need to understand how this infor-
mation affects stakeholder impressions, which could lead
to stakeholder punishments. We also know little about how
people respond to CSR reports that conflict with reporting
from external channels. While several experiments exam-
ine the role of CSR information on stakeholder attitudes
(e.g., Berens et al. 2007; Eberle et al. 2013) and percep-
tions of greenwashing (Nyilasy et al. 2013), most of these
experiments do not test the effects of CSR information on
stakeholder punishment of firms when the information from
internal channels and external channels conflict.

Research on the credibility of internal and external
sources has exhibited mixed results. For example, Lee et al.
(2017) have shown that consumers perceive advertisements
as more credible and trustworthy when they are purport-
edly created by product users rather than by firms them-
selves. However, O’Neil and Eisenmann (2017) have shown
that while prospective consumers rated consumer product
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reviews as more trustworthy than firm advertisements, there
was no difference in their perception of credibility between
the two sources. Further, when presented with negative
information, study participants rated the external source
(newspaper) as both more trustworthy and more credible
than the internal source (firm press release).

Other research has also argued that consumers are
responsive to negative information directly from a firm. For
example, in studies in which a company self-disclosed the
negative side effects of a new drug, participants were more
likely to order a free health tool from the company, as well
as to rate the firm as more trustworthy, than were those who
received the negative information from a third party. How-
ever, the effects were moderated by firm reputation such that
self-disclosure increased perceptions of trustworthiness for
companies with a poor reputation, compared to those firms
with a good reputation (Fennis and Stroebe 2014).

Stakeholders sometimes express skepticism in response
to CSR information (Bachmann and Ingenhoft 2016; Perego
and Kolk 2012), and research shows that verification from
external sources can enhance the credibility of CSR reports
for firms who have previously engaged in misconduct (Du
and Wu 2019). Therefore, we expect stakeholders will
respond more strongly to negative corporate social perfor-
mance information from external sources. When internal and
external information aligns, we expect it will be perceived
as more credible than information received directly from
the firm alone. For example, in a study by Bachmann and
Ingenhoff (2016), participants received either one, two, or
three pieces of information about CSR issues for a fictitious
company. Participants who read information on a greater
number of issues were more likely to find the information
credible and were less skeptical than participants who read
fewer pieces of information. While some stakeholders may
not notice, attend to, or assess harm based on limited nega-
tive CSR information, information from an additional (exter-
nal) source would likely strengthen the focus of stakeholder
attention on the internal CSR report. Thus, we expect that
stakeholders will appreciate honest reporting of information
from a firm that self-discloses negative performance. By pro-
viding accurate information regarding CSR, firms may sig-
nal to stakeholders that they are willing to take responsibility
for their behavior. By self-disclosing socially irresponsible
behavior, a firm may be able to generate greater trust from
stakeholders.

H2a Individuals who receive negative CSR information
from external sources are less likely to seek employment
than those who receive negative information from internal
sources.

H2b Individuals who receive negative CSR information
from external sources are less likely to invest in a firm
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than those who receive negative information from internal
sources.

H2c¢ Individuals who receive negative CSR information
from external sources are less likely to buy products than
those who receive negative information from internal
sources.

H2d Individuals who receive negative CSR information
from external sources are more likely to write a negative
social media posting than those who receive negative infor-
mation from internal sources.

Study 1

In this study, we test stakeholder responsiveness to CSR
information received through internal and external channels.
More specifically, we examine whether stakeholders punish
a firm for negative CSR information depending upon the
source of the information.

Methods
Research Design and Participants

In this study, 166 participants from an undergraduate busi-
ness school (50% female; mean age =22.1 years, 4.48 years
of work experience) were randomly assigned to one of three
conditions (external-negative information, internal-negative
information, and internal-positive information).

For the two internal information conditions, we developed
several pages of a CSR report (adapted from Philips, 2013)
for Nova Inc, a fictitious company. These materials included
a page showing social performance and a page showing
environmental performance (see Fig. 1).

In the internal-positive condition, social performance
graphs showed positive trends over a five-year period, i.e.,
carbon footprint and hazardous waste decreased while chari-
table giving and employee engagement increased.

In the internal-negative condition, graphs showed an
increase in carbon footprint and hazardous waste, and a
decrease in employee engagement and charitable giving.
See Fig. 1.

For the external condition, we created the first page of
an article allegedly published in a national business news
magazine (adapted from Figueroa 2012), accusing Nova Inc.
of socially irresponsible behavior such as destroying natu-
ral habitats, producing high volumes of carbon emissions
and failing to provide employees adequate health coverage.
The topics of the external condition mirrored the internal-
negative condition.

Procedure

Participants entered the behavioral lab and were provided
with hard copies of the informational materials regarding
the company described above, depending on their assigned
condition. They were also directed to a Qualtrics question-
naire on the computer terminal in front of them. Participants
read a cover story, “As business students, you have devel-
oped strong abilities in assessing corporations. In this study,
we will provide you information regarding Nova, a large
international healthcare corporation, and then ask you to
share your general impressions of the firm.” They were then
instructed to read over the materials they had been given
and were informed that Nova Inc. is considering opening
a facility in the respondents’ geographic location, and they
are aware that a hashtag will be used on Twitter. Participants
were asked what they would tweet about #Novalnc. Next,
participants answered a manipulation check question using
a 7-point Likert scale item.

Participants were then provided with the investment,
employee, and consumer-dependent variable measures
with filler questions in between the main questions. In order
to diminish the likelihood that respondents would provide
uniform responses across these dependent variables, these
stakeholder actions used different response formats. For
example, the investor question focused upon choosing a per-
centage of retirement funds to invest in a company rather
than a scale. At the end, participants were asked several
demographic items including years of work experience.

Measures

Manipulation Check A manipulation check was conducted
to determine that participants in the three manipulated con-
ditions (internal-positive information, internal-negative
information, external-negative information) differed in their
assessment of the information received about the target firm.
Participants indicated their agreement with the statement, “I
received extremely negative information about Nova” using
a 7-point Likert scale (1=Strongly disagree; 7= Strongly
agree).

Employment Study participants were presented with the
following employment stakeholder scenario: “[Your] Busi-
ness School is currently evaluating some of its corporate
partners for student internships. Please rate the following
companies according to how interested you are in an intern-
ship with this company:” Nova Inc. was listed among a
group of six other companies, specifically Johnson & John-
son, Microsoft, Patagonia, IBM, Wal-Mart, and Kraft. Par-
ticipants expressed their interest in an internship with each
firm using a 7-point scale item (1 =Not at all interested to
7=Very interested). Although participants responded to
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Fig. 1 Page from Nova Inc. CSR
report (Study 1).

Green Operations

The Green Operations program focuses on decreasing the main contributors to climate change, increasing the

recycling of waste, reduction of water consumption and reduction of emissions of restricted and hazardous

substances.

Full details can be found in Chapter 13, Sustainability statements, of this annual report.
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this prompt for seven firms, interest in Nova served as the
primary measure for employee punishment for negative
CSR information.

Investment Study participants were instructed to, “Imag-
ine your new employer offers a retirement savings plan and
you are allowed to divide your retirement savings among
several company stocks. Please indicate the percentage of
your savings that you are willing to invest in each of the
following companies. You are allowed to give a specific
company 0% but remember, your percentages must add to
100%.” Nova was placed among the same group of six other
companies. The percentage awarded to Nova served as the
primary measure for investor punishment for negative CSR
information.

s

Consumption Study participants were presented with
the consumer stakeholder scenario in which they were
instructed, “Imagine you have the opportunity to purchase
or boycott products from the following companies. Please
indicate how likely you are to buy or boycott products
from these companies.” Nova was listed among the same
six companies. Participants expressed their interest in pur-
chasing from the target firm using a 7-point scale item
(1 =Boycott to 7=Buy). Although participants responded
to this prompt for seven firms, intentions to boycott prod-
ucts from Nova served as the primary measure for con-
sumer punishment for negative CSR information.

Social Media Posting Tweets were coded (0=no; 1=yes)
for negative tone and whether the tweet included a Call to
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3.61

Level of emploment interest (Scale of 1 to 7)
N
(%]

Positive CSR report Negative CSR report Negative news article

Fig.2 Interest in employment (Study 1)

Action by two independent coders who were blind to the
purpose of the study. Given past research on community
activism (e.g., Besiou et al. 2013; Valenzuela 2013), “Calls
to Action” against the firm were an important feature of
expressing dissatisfaction online. Coders achieved an agree-
ment level of 92% across dimensions. Any disagreements
were resolved through a discussion with both coders and the
second author.

Results

Preliminary Analyses and Manipulation Checks Table 1
provides correlations for the dependent variables. Results
from an ANOVA indicate that participants in the negative
information conditions differed from the positive informa-
tion condition in their assessment of information received,
F(2, 163)=23.42, p<0.001. Participants in the negative
CSR report (M =3.43) and negative news article (M =4.59)
conditions more strongly agreed that they had received
extremely negative information about Nova compared
to those in the positive CSR report condition (M=2.16,
p <0.01 for all comparisons using Tukey HSD).

In order to test hypotheses la—1d, which predict that
stakeholders would be more likely to punish a firm for neg-
ative CSR information, we ran a series of ANOVAs with
planned contrasts.

For Hla (employment), we ran an ANOVA, F(2,
163)=6.25, p<0.01, and found a statistically signifi-
cant effect of the source of information on employment
interest. A planned contrast showed a difference between
receiving a negative news article and a positive CSR report
(M=3.56,SD=1.66), 1(163)=2.19, p=0.03. The difference
in employment interest between receiving a negative internal
CSR report and a positive internal CSR report was not statis-
tically significant, #(163)=— 1.76, p=0.08). See Fig. 2. For
H1b (investment), we ran an ANOVA, F(2, 163)=6.02,
p<0.01, and found a statistically significant effect of the
source of information on percent invested. Planned contrasts
showed that participants invested less when they received

a negative CSR report (M =5.40, SD=7.09) than when
they received a positive CSR report (M =8.07, SD=7.36),
#(114.09) =— 2.00, p=0.05), as well as when they received
a negative news article (M =3.73, SD=4.41) compared
to a positive CSR report, #(93.45)=3.74, p<0.001. See
Fig. 3. For Hlc (consumption), we ran an ANOVA, F(2,
163)=3.35, p=0.038, and found a statistically significant
effect of the source of information on consumption interest.
Participants were more likely to boycott when they received
a negative news article (M =2.76, SD=1.75) than when
they received a positive CSR report (M =3.47, SD=1.54),
1(163)=3.54, p<0.001, and when they received a negative
CSR report (M =2.77, SD=1.76) compared to a positive
CSR report, 1(163)=— 2.27, p=0.02. See Fig 4. For H1d
(social media), we used logistic regression and found expo-
sure to different types of CSR information affected deci-
sions to write negative tweets (X?=29.58, p <0.000). Par-
ticipants were 35.46 times more likely to write a negative
tweet when they received a negative news article than when
they received a positive CSR report (B=3.57, SE=1.05,
Wald X=11.54, p=0.001). However, the results do not pro-
vide evidence that participants were more likely to write a
negative tweet when they received a negative CSR report
compared to a positive CSR report. See Fig. 5. In summary,
H1b and Hlc are fully supported while Hla and H1d are
partially supported. These analyses indicate that individuals
are more inclined to punish a firm after receiving negative,
rather than positive, CSR information.

In the process of coding the tweets for negative senti-
ments, we found participants were more likely to write
Calls to Action against the firm, depending upon the type
and source of information that they received (X2=9.64,
p=0.008). More specifically, when they received a nega-
tive news article, participants were 8.17 times more likely to
write a tweet with a Call to Action than when they received
a positive CSR report (B=2.10, SE=0.80, Wald X=6.94,
p=0.008). See Fig. 6. For examples of tweets, see Table 2
(Fig. 6).

To test hypotheses 2a—2d, which state that stakehold-
ers will react more strongly to negative information from
external versus internal sources, we return to the ANOVAs
and planned contrasts used to test hypothesis 1. For Hla
(employment), there was less interest in an internship with
the firm when participants received a negative news article
(M=2.41, SD=1.46) compared to a negative CSR report
(M=3.02, SD=1.85), although the test did not reach tradi-
tional levels of significance, #(163)=— 1.89, p=0.06. For
H1b (investment), although the percentage of investment
was lower when receiving negative information from an
external source (M =3.73, SD=4.41) compared to an inter-
nal source (M =5.40, SD =17.09), this difference was not sta-
tistically significant. For Hlc (consumption), there was no
difference between those who received an internal-negative
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Fig. 3 Interest in investment (Study 1)
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-
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Fig.4 Interest in consumption (Study 1)

report and an external-negative article. For H1d (social
media),we ran a logistic regression and found that partici-
pants were 5.6 times more likely to post a negative tweet
when they received negative information from an external
source compared to negative information from the firm itself,
(B=-1.73, SE=0.52, Wald X=11.05, p <0.001). Thus, we
found statistically significant results for H2d and marginally
significant results for H2a, which suggest that individuals are
more likely to punish a firm in terms of employment choices
and social media posts when negative CSR information is
received from external, rather than internal, sources.

Discussion

Our study results demonstrate that stakeholders are willing
to punish firms for negative CSR information received from
both internal and external channels and that depending upon
the stakeholder group, negative information from external
channels will elicit stronger punishments than information
from internal channels. More specifically, we find that indi-
viduals are most likely to write negative social media posts
and call others to action when they receive negative infor-
mation from external channels than internal channels. In the
next section, we broaden our focus to include conflicting CSR
information and we present theory on Calls to Action posted
to social media, as they could elicit further punishments from
stakeholders.

Table 1 Study 1 correlations

Mean SD 1 2 3 4
1. Investment % 5.83 6.72
2. Employment 3.02 1.73 0.57*%*
3. Buy 3.01 1.71 0.40%* 0.45%*
4. Call to Action - 0.10 - 0.04 - 0.01
5. Negative message — 0.29%%* — 0.26%* - 0.14 0.31%*

45%

20% 39%
35%
30%
25%
20%

15%
10%

10%
5% . -
0% |

Positive CSR Report

% of Tweets that are Negative

Negative CSR Report Negative News Article

Fig.5 Percentage of tweets that are negative (Study 1)
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25%
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Q
X

15%
12%

10%

]
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Positive CSR Report

% of Tweets encouraging others to act

News article Negative CSR report

Fig. 6 Percentage of tweets that are calls to action (Study 1)
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Table 2 Illustration of tweets

Study 1
Negative tweets

Calls to action

Study 2
Negative tweets

Calls to action

I can't believe [state] is allowing an awful company like #Novalnc to open a new facility
#NovaNOGOOD

#Novalnc I see that the company is trying to portray as a positive and socially responsible, but I think this kind of marketing
has no target at all and does not connect to us

#Novalnc is BAD for the environment

#NovaINC would be bad for [geographic location]

Delivering lies that matter to you #Novalnc

The bars of hazardous waste are going up and the performance is going down, no to NOVA Inc #Novalnc

Nova destroys habits and produces a tons of Co2 and donates money to anti environment candidates, #Novalnc @ [university
name]Bschool

Do not support #Novalnc

Keep #Novalnc out of [geographic location]...they are going down hill fast
Stop #Novalnc. from sponsoring the event!!!!

Don't let them in [geographic location]#Novalnc

Want to make a difference & help the envirnment, then boycott #Novalnc
#Novalnc#destryhabitats#weshouldntallowin[geographic location]#

save the environment, stop #Novainc

Keep your employee engaged and produce less CO2 to protect [geographic location]'s environment. Do better in your actual
performance rather than just set a high target. #Novalnc

Novalnc needs to reduce its carbon footprint and stop producing hazardous waste if they want to come to [geographic loca-
tion] #Stopthemadness #Novalnc

#Novalnc the only green they care about is money

Companies like #Novalnc don’t value their morals #disgrace @ [university name]BSchool

Another example to show you can't trust companies without looking at the data #Novalnc #caughtlying
Novalnc is definityly hiding something. What's the catch? #Novalnc

Novalnc does not deserve to open a facility in [geographic location]. They are destroying our environment! #StopNovalnc
#Novalnc

#Novalnc is bad for the environment and we should keep it out of [geographic location]

Novalnc is harming our environment! Speak up and petition against Novalnc #Novalnc #destroyshabitats #supporttheenvi-
ronment

Wow, Nova is bringing the pollution to [geographic location]. Somebody stop that #Novalnc
We don't need any more waste or pollution in this state #SayNo to #Novalnc
Strongly disagree with Novalnc which destroys our habitats. Stay away from it

Keep #Novalnc out of [geographic location]: Rising carbon footprint and hazardous waste, like [geographic location] needs
more pollution!

Tweet examples are shown as they were entered by participants, including spelling/grammatical errors. References to geographic location have

been changed

Study 2

which is more realistic. In research regarding perceptions
of hypocrisy, one study presented participants with either

While Study 1 provides a baseline for how stakeholders
respond to information received through internal or exter-
nal channels, the study design did not allow us to identify
what happens when the internal and external information
occurs simultaneously and the CSR information conflicts,

consistent or inconsistent information regarding a firm’s
internal CSR messaging and behavior reported in a news
article (Wagner et al. 2009). Results show that inconsist-
ent messaging increases perceived hypocrisy, and nega-
tive beliefs and attitudes toward the firm. As discussed
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previously, negative perceptions have been shown to drive
online behavior (Berger and Milkman 2012).

Calls to Action

Recently researchers have turned to negative social media
postings as threats to corporate reputation (Briscoe and
Gupta 2016). For example, Ward and Ostrom (2006)
examined consumer complaint websites designed to share
information about firms’ irresponsible or negative behav-
iors, and found that one of the primary techniques used by
consumer protestors was the attempt to incite communal
action. That is, consumer protestors encouraged angry con-
sumers to think of themselves as a group instead of indi-
viduals, and to act as a community in punishing the firm.
Other research suggests that advances in technological
communication have increased activism and communica-
tion, by making activism easier (Earl and Kimport 2011).
While there is very little research that directly focuses on
Calls to Action specifically in response to poor corpo-
rate social performance, recent studies have categorized
types of social media messages and tallied user responses
to them, and Calls to Action do generate a measurable
response such as comments and “likes.” (Kwok and Yu
2016; Saxton and Waters 2014). For example, in a study of
business-to-consumer Facebook messages, calls for action
received a greater number of “likes” than sales tactics such
as indirect boasting, CSR related posts, or sales announce-
ments. Calls for action received more direct responses in
the form of comments than almost any other category of
messages, with the exception of messages directly asking
for user feedback (Kwok and Yu 2016). In an unrelated
study of Facebook messages posted by the 100 largest
non-profit organizations in the U.S., users “liked” Calls
to Action over any of the other categories of communica-
tions examined such as information (e.g., news stories or
organizational rankings), fundraising status, events, and
community building. In addition, users were more likely
to share Calls to Action than almost any other type of
communication, with the exception of informational mes-
sages about the organization or its activities. (Saxton and
Waters 2014). A more recent micro-linguistic analysis also
finds that some Twitter users reacted to the publication of
the Panama Papers with Calls for Action directed toward
politicians and wealthy individuals. While most tweets did
not demand action, those that did were frequently favorited
and retweeted (Neu et al. 2020).

Recent research on firm communication and hypocrisy
suggests individuals respond harshly to conflicting informa-
tion, especially when the communications suggests that firms

¥

are not what they claim to be (Warren et al. 2020; Wagner
et al. 2020). This conflicting information can be perceived
as false signaling and elicits a sense of hypocrisy which is
tied to several negative outcomes (Jordan et al. 2017). This
research aligns with studies on preferences for congruent
information. For example, in Smithson's (1999) study, par-
ticipants were asked to choose which scenario they preferred:
receiving information from two equally believable sources
that were in agreement but uncertain, or receiving informa-
tion from two sources that were opposed but certain. Results
demonstrate that individuals prefer to receive ambiguous but
congruent messages compared to straightforward but conflict-
ing messages. Study participants also perceived the conflicting
sources as less credible than the ambiguous sources. (Smithson
1999). Other research found that when participants were pre-
sented with coffee packaging that had combinations of internal
(company) and external (trusted third party) “eco-labeling”,
the external label had the largest effect on brand attitude and
purchase intentions, and even on evaluations of the coffee’s
aroma (Gosselt et al. 2019). Similarly, Perego and Kolk (2012)
argue that third party assurance of firms’ internal CSR report-
ing improves credibility for stakeholders.

Reflecting upon the theory related to Calls to Action and
conflicting information, we argue individuals who receive
conflicting information from internal and external sources,
will be more likely to call others to take action against the
firm as a form of punishment for perceived hypocrisy.

H3 Conflicting information (i.e., positive internal informa-
tion paired with negative external information) will result
in the greatest number of Calls to Action from stakeholders
on social media.

Methods
Research Design and Participants

In Study 2, using a 2 X2 design, we tested internal informa-
tion provided by the company (positive/negative) and exter-
nal information (present/not present). 186 undergraduate
business students (44% female, 21.2 mean age, 1.4 years of
work experience) from a different campus of a U.S. univer-
sity participated in this study.

The internal and external information materials for Study
2 were the same as in Study 1 (internal CSR report pages
and external news article), however, unlike Study 1, there
were four different groups, those who received: internal-
positive information alone, internal-negative information
alone, congruent information (internal negative, external
negative), and conflicting information (internal positive,
external negative).
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Procedure

For Study 2, all materials, including the questionnaire, were
presented to participants in hard copy format in an envelope.
Participants were asked to evaluate a company based upon
information in the envelope, which included either a posi-
tive or negative CSR report and, for half of the participants,
a negative business article on the company’s CSR. These
materials were identical to those used in Study 1. Partici-
pants then read the same cover story and were provided with
the investment, employee, and consumer-dependent variable
measures with filler questions in between the main questions
as in Study 1. All measures were identical to those used in
Study 1 but in hardcopy format.

Results

Preliminary Analyses and Manipulation Checks Table 3 pro-
vides correlations for the dependent variables. Results from
an ANOVA indicated that participants in the negative infor-
mation conditions differed from the positive information
condition in their assessment of the information received,
F(3, 182)=35.65, p<0.001. Participants that received the
positive CSR report alone expressed the lowest level of
agreement with a statement indicating they received nega-
tive information (M =1.98) when compared to those who
received the negative CSR report plus negative news arti-
cle (M=5.31), negative CSR report alone (M =3.48), and
conflicting information (positive CSR report with negative
news article) (M =4.48), p <0.001 for all comparisons with
positive internal information using Tukey HSD.

Hypotheses 1a through 1d state that stakeholders would
be more likely to punish a firm when they received nega-
tive information (compared to positive information) about
a firm’s social performance. To test this, we ran a series of
ANOVAs with planned contrasts.

For Hla (employment), we ran an ANOVA, F(3,
182)=6.18, p=0.001) and found that CSR information
affected the level of employment interest of participants.
Participants who received a negative CSR report (M =3.13,
SD=1.76) were less interested in employment than par-
ticipants who received a positive CSR report (M =4.25,
SD=1.60), t(182)=3.31, p=0.001. Receiving negative
congruent information from both sources (CSR report plus
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negative article negative article

Fig.7 Study 2. Interest in employment with Nova by information
type and source

news article) (M =2.79, SD=2.21) caused less employ-
ment interest than a positive CSR report, #(182)=3.95,
p<0.001. See Fig. 7. For H1b (investment), results from
an ANOVA demonstrated that type of information and com-
munication channel predicted interest in investing in the
firm, F(3, 182)=6.94, p <0.001. As expected, participants
who received a negative CSR report (M =6.07, SD=6.23)
invested less in the firm than those who received a positive
CSR report (M =9.41, SD=17.55), 1(108.7)=2.61, p=0.01.
Those who received the negative information from both a
CSR report and a news article (M =3.24, SD=4.43) invested
less than those who received positive information (M =9.41,
SD=7.55), 1(92.90)=5.09, p<0.001. See Fig. 8. For Hlc
(consumption), results from an ANOVA demonstrated
that type of information and communication predicted
interest in consuming firm products, F(3, 182)=9.39,
p<0.001. As expected, participants who received a nega-
tive CSR report (M =3.37, SD =1.60) were more likely to
boycott firm products than those who received a positive
CSR report (M =4.44, SD=1.46), 1(182)=3.64, p<0.001.
Those who received congruent information (a negative CSR
report with a negative news article) (M =2.81, SD=1.74)
were more likely to boycott than those who only received
a positive CSR report, #(182)=5.04, p<0.001. See Fig. 9.
For H1d (social media), participants were 8.24 times more
likely to write a negative tweet when they received a nega-
tive CSR report than when they received a positive CSR
report (B=2.11, SE=0.58, Wald X=13.10, p <0.001).
See Fig. 10. Thus, we found support for Hla, H1b, Hlc

Table 3 Study 2 correlations

Mean S.D 1 2 3 4
1. Investment % 6.55 7.63
2. Employment 3.42 1.92 0.52%%*
3. Buy 3.56 1.69 0.49%* 0.60%*
4. Call to action - 0.03 - 0.01 0.07
5. Negative message — 0.38%%* — 0.32%%* — 0.37%%* 0.20%%*
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Fig.8 Study 2. Percentage of account invested in Nova by informa-
tion type and source

and H1d indicating that individuals are less interested in
employment, invested less, less likely to buy, and more likely
to post negative messages to social media after receiving
negative CSR information from external rather than internal
sources. Although not hypothesized, we also found expo-
sure to different types of CSR information affected decisions
to write tweets that include a Call to Action (X2 =16.20,
p=0.001). Participants were 8.62 times more likely to write
a tweet with a Call to Action when they received a negative
CSR report than when they received a positive CSR report
(B=2.15,SE=1.08, Wald X=3.99, p=0.046). See Fig. 11.

To test hypotheses 2a—2d, that stakeholders will respond
more strongly to negative information from external rather
than internal sources, we ran several ANOVAs with planned
contrasts on employment, investment, and consumption
interest. We found that for H2a (employment), there is no
statistically significant difference between receiving both
internal and external-negative information and negative
internal information alone, although the mean employment
interest trends as expected. See Fig. 7. For H2b (invest-
ment), planned contrasts show that as expected, participants
who received both the negative internal information and
the negative external information invested less (M =3.24,
SD =4.43) than those who received the negative internal
information alone (M =6.07, SD =6.23, 1(99.96) = — 2.68,
p=0.01). See Fig. 8. Similarly, for H2c (consumption),
participants who received both the negative internal infor-
mation and the negative external information showed less
consumption interest (M =2.81, SD=1.74) than those who
received the negative internal information alone (M =3.37,
SD =1.60), although this finding did not achieve traditional
levels of statistical significance, #(182)=— 1.74, p=0.08.
See Fig. 9. For H2d (social media), a binary logistic regres-
sion suggests, but does not meet traditional levels of statisti-
cal significance for, an effect of combined internal and exter-
nal-negative information on social media posts compared
to internal-negative information alone, (B=0.72, SE=0.41,
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Wald X=3.06, p=0.08). In sum, we found support for H2b
indicating that individuals respond more negatively to nega-
tive information from external rather than internal sources
when considering investment. We did not find statistically
significant support at the 95% confidence level for H2c and
H2d, but the data suggests that external-negative information
may have a stronger effect on purchasing and social media
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posting, relative to negative CSR information shared through
internal channels.

Hypothesis 3 predicted that conflicting information would
cause the strongest punishments from stakeholders. When
participants received conflicting information (a positive CSR
report with a negative news article), they were over 14 times
more likely to write a Call to Action than when they received
congruent information (negative CSR report and negative
news article) (B=2.66, SE=1.10, Wald X=5.83, p=0.02).

Discussion

Study 2 results suggest negative CSR information results in
less interest in employment, investment, and consumption,
and a greater number of negative tweets and Calls to Action.
Additionally, we find information from external sources is
more powerful than from internal sources in influencing
investment behavior. Furthermore, we find a willingness to
punish the firm regardless of whether the information was
internally reported by the firm alone or confirmed by an
external source.

While individuals are more likely to write negative mes-
sages and Calls to Action on social media when they receive
negative CSR information from external channels, they
exhibit the strongest online reaction after receiving conflict-
ing information from external and internal channels. When
individuals receive conflicting CSR information (positive
CSR report combined with negative news article), they are
most likely to post Calls to Action on social media, which
could ultimately encourage others to act against the firm.
Interestingly, this suggests that social media users are more
responsive to a conflict between information from internal
and external channels than purely negative CSR informa-
tion. It also suggests that if a firm has negative aspects to
their CSR performance, it is better to report honestly than
overstate performance. This aligns with research that indi-
cates that individuals prefer honesty and consistency (e.g.,
Nyilasy et al. 2013).

General Discussion

Using two experiments, we find stakeholders punish a
firm for negative CSR information from both internal
and external channels. Further, we analyzed the social
media reactions to CSR information and found that Calls
to Action against the firm on social media occurred most
frequently when the study participants received conflicting
information. Calls to Action posts pose a unique risk to
the firm, compared to other types of stakeholder punish-
ments, because they could motivate further punishments

from other stakeholder groups. In this section, we discuss
how our findings lay the foundation for future work.

Punishment for Poor CSR

Previous researchers assert that stakeholders do not always
punish a firm for poor CSR performance (e.g., Barnett 2014;
Carrigan and Attalla 2001), but our study findings suggest
that individuals are less interested in engaging with a firm as
a customer, employee and investor after receiving negative,
versus positive, CSR information. Because our studies took
several approaches to capturing stakeholder reactions to the
information, we find evidence to confirm the desire to pun-
ish from a variety of stakeholder vantage points expressed
through specific choices as well as written responses.

In both studies, study participants not only punished the
firm by reducing their engagement with the firm as a cus-
tomer, employee, and investor, but they also chose to write
explicitly negative statements in the form of tweets. Most
notably for firms, negative CSR information also predicts
Calls to Action on social media. These calls could have
downstream consequences, such that even more stakeholders
are inspired to punish the firm by reading the calls of trusted
social network members. In both studies, participants posted
messages asking other social media users to stop supporting
Nova Inc. and suggesting punishments such as boycotts and
petitions. In Study 2, conflicting information increased the
number of Calls to Action, such as “Novalnc is harming our
environment! Speak up and petition against Novalnc” and
“Strongly disagree with Novalnc which destroys our habi-
tats. Stay away from it.” Previous research has argued that
corporate social initiatives, compared to other corporate ini-
tiatives, can evoke perceptions of hypocrisy because social
responsibility is perceived as a moral signal (Warren et al.
2020; Warren 2022). Thus, conflicting negative external and
positive internal CSR information may cause perceptions of
hypocrisy and increase Calls to Action, which can have the
additional effect of increasing punishments through social
networks.

In social activism, mobilization refers to activists
bringing in new participants and motivating and empow-
ering current activists to take action (Briscoe et al. 2015).
Research shows that activists can have strong influence on
one another’s behavior (Strang and Soule 1998). The goal
(or result) of activism is often to disrupt a firm’s reputa-
tion and/or resources. For example, boycotts aim to both
diminish profit and to increase negative publicity, which
can force companies to respond, even if there is minimal
economic impact. When media coverage is extensive,
firms’ responses are more likely (McDonnell and King
2013). Research suggests that this is due to perceived
reputational threat by organizational decision makers, or
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actual reputational decline after significant media attention
(Briscoe et al. 2015).

We argue that social media can have the same amplifi-
cation effects as traditional media, in part, by gaining the
attention of traditional media. In one study, the release of a
documentary increased online participation in a campaign
against fracking as well as media attention. These were
shown to affect the enactments of related state laws (Vasi
et al. 2015). While the participants in our study may not
have the power or intention to become activists that attack
a firm’s reputation, social media, like traditional media, can
play a role in broadening the scope of who receives informa-
tion about a firm’s social irresponsibility. Thus, the ability
for individual members of a community to post negatively
on social media, or call for action, has the potential to reach
larger groups of people who may act more aggressively to
target a firm’s reputation.

Past research has documented how corporate reputa-
tion affects various stakeholder actions (e.g., Walsh et al.
2009; Wang 2013; E. Yoon et al. 1993). For example, sev-
eral studies have found that positive corporate reputations
can increase customer loyalty (e.g., Cretu and Brodie 2007;
Walsh et al. 2009), and word of mouth (Walsh et al. 2009)
in addition to customers' purchase intention (e.g., Yoon et al.
1993). Employment research has demonstrated a relation-
ship between corporate reputation and job pursuit intention
(Wang 2013). Furthermore, investment research has found
that corporate reputation increases investor affective loyalty
and investor satisfaction (Helm 2007). Here, we extend this
research on corporate reputation by experimentally exam-
ining how stakeholder reactions are tied to specific pieces
of CSR information received through internal and external
channels.

Importance of Information Source

In the U.S., firms voluntarily issue CSR reports, and the con-
tent is not regulated. Additionally, research has found that
investors are more likely to believe that CSR information is
externally assured, and more credible, when it is incorpo-
rated into financial reports than when separately reported
(Haji et al. 2021). Importantly, a firm could simply choose
not to report negative information. One reason for not volun-
tarily disclosing negative information is to avoid needlessly
exposing the firm to stakeholder punishments. Here we test
not only stakeholder desire to punish firms for negative CSR
information but the importance of the channel (internal or
external) to the punishment. We find both sources of nega-
tive CSR information (CSR report and news article) can
affect stakeholder choices. We also find that stakeholders
who received positive internal information and negative
external information increased punishments on social media
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by calling others to action compared to those who received
only negative information.

These findings are in line with previous research, which
found that study participants had more negative beliefs and
attitudes toward a firm after reading positive internal CSR
statements combined with negative CSR information from
an external source (Wagner et al. 2009). The present studies
add to this research by demonstrating that specific actions of
stakeholders related to employment, investment, boycotting,
and public, online messaging related to the firm, are also
affected more strongly by external information. Addition-
ally, due to the type of data we collected, we were able to
analyze qualitative behavioral data in the form of tweets,
which demonstrated the Calls for Action.

In order to better understand the negative effects of a
CSR report, we should focus on the ways in which indi-
viduals process information from these sources to better
grasp why and when news articles are more influential than
CSR reporting as well as tolerance or thresholds for negative
CSR reporting. More specifically, how much negative CSR
reporting will a stakeholder accept before punishing the firm
for poor CSR performance.

Limitations

Although the experimental design used in these studies
allows us to clearly examine the differences in responses
among stakeholders who receive information from inter-
nal and external channels, the natural drawback to the
experimental design is that it does not always reflect the
noise that stakeholders experience in their actual informa-
tion environment, such as a constant barrage of additional
communication from multiple sources on various topics
that occurs simultaneously. Another concern in experimen-
tal manipulations is the possibility of demand artifacts, in
which study participants are biased by their subconscious
desire to help the researchers confirm their hypotheses.
While always a possibility, we believe we have minimized
the risk by using a between subjects design in which par-
ticipants are not aware of the other manipulations and by
using a cover story to disguise the purpose of the studies.
Additionally, recent research shows no difference between
participant response when they are aware or unaware of the
researchers’” hypotheses (Mummolo and Peterson 2019). We
also understand that hypothetical scenarios are not the same
as actual experiences. However, hypothetical scenarios are
considered more effective when they entail realistic stimuli
with pictures (CSR report pages, news articles) and involve
open-ended response questions (e.g., Aguinis and Bradley
2014). To mitigate some of the shortcomings of hypothetical
situations, we adapted materials from real news articles and
CSR reports, and we asked study participants to write social
media posts. Hypothetical scenarios also offer the ability to
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test ethical decision making across many contexts and elimi-
nate any bias based on previous awareness of the target firm.

A second limitation is the use of undergraduates as study
participants, although this student population had experience
with all of the stakeholder roles embedded in this study.
Our study participants possessed work experience, studied
investment, and were consumers.

Another limitation is that we addressed each stakeholder
group by referencing specific stakeholder behaviors. While
we acknowledge this limitation, we also note that individu-
als are often members of multiple stakeholder groups. For
example, an employee may consume a product made by the
employer, and employees often own the employer’s stock. As
a first step in understanding differences in the punishments
across stakeholder groups, we separate these behaviors, but
future research should examine them in combination as well
as separately. In other words, by studying them together, we
allowed for a consistency in responses that may not occur if
they were asked separately. We strove to prevent this con-
sistency by asking the stakeholder behavioral questions in
different formats (e.g., percentage invested, likelihood to
boycott, interest in employment), but future research should
examine these stakeholder behaviors in ways that better dif-
ferentiate reactions across stakeholder groups.

Conclusion

In this paper, we establish that individuals serving in several
stakeholder roles (employer, investor, consumer, commu-
nity member) are inclined to punish firms after receiving
negative CSR information shared through internal channels
(a CSR report) as well as external channels (a news arti-
cle). Individuals react even more strongly on social media
through negative messaging and Calls to Action when the
negative CSR information is received from a news article
than from a CSR report. Findings from our second experi-
ment reveal Calls to Action on social media occurred more
frequently when a negative news article was received with a
positive CSR report. Conflicting information from internal
and external channels elicited even more Calls to Action
than when individuals received entirely negative CSR infor-
mation. This finding is especially important because Calls
to Action on social media serve as a way for individuals to
incite other stakeholders to join them in punishing the firm
and are opportunities for one stakeholder to amplify their
influence over a firm. The findings from our studies suggest
that firms should be wary of exaggerating the reporting of
their CSR performance, especially if conflicting information
could be reported through external sources, such as news
stories.
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