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Societal, Environmental and Stakeholder
Value Drivers: A Case Analysis of US
and Asian International Firms

SALIL K. SEN
FREDRIC WILLIAM SWIERCZEK

There is a shift in the role of business in society where societal, environmental and stakeholder value drivers
could reshape the basis of economic competitive advantage. Investors are willing to pay a premium for well-
governed companies because of positive perceptions of CSR. Organizations respond to the value drivers to
endure and function effectively along the societal, environmental and stakeholder dimensions. In this article
case analysis is performed for four international firms, chosen from USA/Europe and Asia, with distinguished
records of sustainability. The case studies were based on the company sustainability reports and related
material published in EthicalCorp, CSRWire and Covalence online publications. Assessments were per-
formed using publicly available information. The non-parametric correlation analysis shows that firms with
better commitment to CSR respond more to societal, environmental and stakeholder drivers through strategic
initiatives. This improves their competitive advantage as assessed by economic value added.

Rationale searching for new, broader sources of competitive

advantage. These include societal, environmental

There is growing evidence that globalization has and stakeholder initiatives. The Global Survey of
made traditional competitive advantages less Business Executives' considered the relationship
significant. In such a situation, enterprises are between corporate responsibility and corporate
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performance where an impressive 84 per cent
generate high returns to investors, but balance this
with contributions for the broader public good.
Investors are willing to pay a premium for well-
governed companies because of the positive per-
ceptions of corporate social responsibility (CSR).
For instance, for Asia, premium levels of com-
pany shares are 25 per cent in China, 25 per cent
in Indonesia and 23 per cent in India (McKinsey
Quarterly 2006). Traditionally, in business there
is an entrenched assertion that environmental
integrity and societal equity conflict with eco-
nomic prosperity (Bansal 2005). Firms develop
their activities to respond to societal, environmental
and stakeholder drivers in order to maintain their
competitive position. Improved interactions with
customers, developing sustainable products, and
adhering to policies beneficial to communities
helps firms develop intangible, valuable assets
that can be sources of competitive advantage
(Katrinli 2006). The congruence between a sup-
portive organizational culture with the societal,
environmental and stakeholder expectations
results in improved performance (Hillman and
Keim 2001). The underlying value drivers inherent
in firms, which add increased value, need to be
identified. Business is transforming from profit
making to a role that integrates societal, environ-
mental and stakeholder drivers with more socially
responsible initiatives. This integration has major
influence on competitive value (Swift and Zadek
2002).

CSR is characterized by three areas of respon-
sibility?. The economic focus maintains growth
and profitability. The legal focus provides legitim-
acy and compliance. Ethical practices guide right
behaviour and the full commitment to CSR that
goes beyond compliance (Carroll 1979). The chal-
lenge of CSR is to insure a firm’s responsiveness

to stakeholders and gain competitive advantage
(Marcus and Anderson 2006). The value drivers
play a crucial role in achieving better performance
reflected by economic value added (EVA).

There are several perspectives on societal, en-
vironmental and stakeholder value drivers. The
‘societal value added’ perspective represents trans-
formational leadership, values and innovation.
The emphasis on ‘value performance’ includes
financial and non-financial measures and reporting
systems (Zairi and Peters 2002) . Adopting value
performance requires the adaptations of trad-
itional business models (Sharma and Henriques
2005). The ‘economic’ aspect of corporate social
responsibility responds to the ‘moral’ stance of
business (Windsor 2006).

Clarkson (1995) and Mitchell et al. (1997)
proposed that stakeholder pressures lead to innov-
ations in firms because of stakeholder criticality.
Donaldson and Preston (1995) linked the rights
of stakeholders in a business ecosystem to better
economic performance. Burns (2003) emphasized
the triple bottom line performance for firms that
benchmarked the value of CSR to business results.

Societal, Environmental and
Stakeholder Value Drivers
and Economic Value Added

Value drivers are indicators for measuring and
reporting different aspects of sustainability (GRI
2000). Corporate reputation acts as an indicator
of the value of firms. Ramus (2002) found a con-
nection between environmental performance and
economic performance. Improved competitive-
ness relates to value drivers because of the impact
of each driver on better performance (Schaltegger
and Wagner 2003).

Societal, environmental and stakeholder value
creation is assessed as EVA. Corporate social
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responsibility combined with strategy builds com-
petitive advantage. Sustainability practices need
to be demonstrated in performance. EVA is an
appropriate measure of results because it can show
the impact of sustainability actions.

Economic value added for a firm emphasizes
earning a return greater than the cost of capital.
EVA is defined by the product of the difference of
the operating return on asets and cost of capital
times the average operating assets (Dillon and
Owers 1997). EVA is a measure of value created
in firms that compares the return from operations
with the cost of financing those operations.

Case Analysis

Case analysis is performed for four international
firms with a distinguished record on sustainability
practices. The manufacturing/steel and electronics/
white goods industries are represented, each with

two firms chosen from USA/Europe and Asian
regions. Two international firms have global pres-
ence (Toyota, USA and Philips, Holland) and two
firms have a stronger presence in Asia (Tata Steel,
India, and LG Electronics, South Korea). The
choice of firms from different regions allows the
analysis of appropriate societal, environmental and
stakeholder value drivers across different socio-
political, cultural and economic climates and
industries.

The case studies were based on the company
sustainability reports and related material pub-
lished in EthicalCorp?, CSRWire* and Covalence’
online publications. Assessments were performed
using publicly available information. The societal,
environmental and stakeholder value drivers (44
items) were identified from a literature review,
as well as the MIBE study® and Arthur D. Little
studies (Box 1).”

Box 1
Generic Value Drivers

Societal value drivers 18. Environmental training 30. Responsible HRM

1. Fair business practices 19. Employee responsibility for 31. Board-level ethics

2. Ethical behaviour for all environment 32. Quality products/services

3. Values disclosure 20. Life cycle analysis 33. Stakeholder relations

4. Corporation & community 21. Management understands 34. Friendly work environment

5. Invests in the communities sustainability 35. Same standards globally

6. Rights of consumers 22. Fossil fuel use reduction and uses 36. Encourage new ideas

7. Information that is truthful renewable energy sources 37. Encourage experimentation

8. Company is open to critiques 23. Toxic chemical use reduction 38. Environmental training

9. Fair practices with suppliers 24. Reducing unsustainable items 39. Allow skill enhancement
10. Return on investment 25. Recognition to employees 40. Suggestion scheme
Environmental value drivers environmental initiatives 41 Dialogue with stakeholders
11. Commitment to environment 26. Quantitative measures for 42. Share company information
12. Sustainability commitment environment 43. Flexible communications
13. Written environmental policy 27. Qualitative measures for 44. Rewards employee

14. Environmental targets environment contributions
15. Sustainability report Stakeholder value drivers
16. Environmental management 28. Employee development
17. Environmental purchasing 29. Equitable reward and wage
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Comparison of the
Societal Value Drivers

Table 1 compares societal value drivers. Toyota
illustrates a distinctive position displaying concern
for the society through the introduction of fuel
cell hybrid vehicles and ultra-low emissions. It has
adopted ‘kaizen’ for continuous improvement by
coaching rather than a quick fix. Tata Steel similarly
displays a commitment to societal issues. Sixty-
three per cent of its capital is held by the Tata Council
for Community Initiatives (TCCI). The company
has the MD Online process to respond to criticism.
Through its Millennium Development Goals
(MDGs) and Global Compact, the company dis-
plays ethical values.

Toyota and Tata Steel are confronting pressures
regarding market demand and regulatory chal-
lenges with respect to resource optimization. Both
organizations are committed to sustainability
practices related to supplier environmental stand-
ards and the adoption of performance standards
for waste management and pollution prevention.
Philips has an integrated model approach to
achieve sustainability. Through fair disclosure and
equal treatment, the company sets an example in
commitment to societal values. Philips has ex-
tended its collaborative approach by working to-
gether with BMW and Toyota to eliminate mercury
for the Xenon Lighting automotive systems. LG
Electronics focuses on societal value drivers for
appropriate business development. The company
values the opinions of customers and adopts them
to create more value in its products.

The Philips and LG Electronics cases demon-
strate more commitment to cooperative relation-
ships. Each organization is different in terms of
culture and goals, but responds to the societal,
environmental and stakeholder imperatives as

critical value drivers. Further details are provided
in Table 1.

Comparison of the Environmental
Value Drivers

Firms add value through major environmental
initiatives. As depicted in Table 2, Toyota’s em-
phasis on the environment begins at the design
stage. Redesign of parts is based on a life cycle
assessment of the aluminium cylinder block and
air-conditioner that uses CO, replacing CFC as a
coolant. Toyota is pursuing the development of fuel
cells, a regeneration battery and hydrogen refuel-
ing stations. Tata Steel integrates CSR with its
brand image. The firm goes ‘beyond compliance’
through social audits and eco-labelling. It was the
first corporation in India to adopt the Global
Reporting Initiative.

Both the firms rely on ‘green teams’ and life-
cycle costing. Life cycle assessment evaluates the
cost of a product from the cradle to grave. These
firms realize that waste released to the environ-
ment is an inefficient use of expensive resources
and a potential legal liability.

Philips has adopted the EcoVision programme
to eco-design its green flagship products. The 32-
inch TV illustrates this. It uses lead-free soldering
and mercury reduction. At Philips sustainability
is a key commitment at all levels. The People Per-
formance Management (PPM) appraisal system
integrates corporate values and designing for the
environment. LG Electronics has initiated an ‘en-
vironment first’ policy. Its 60-inch TV received
the EDP Certification. Its ‘declaration for a cleaner
environment’ meets ISO 14001 and conforms to a
green purchase system. To reduce the use of haz-
ardous substances, it uses the ATROiD (Assess-
ment Tool for Recycling Oriented Design) process.
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Both Philips and LG Electronics believe that
future profitability would largely rely on pollution
prevention, related design changes and recycling
programmes. This emphasis results in positive
environmental impacts and a higher EVA (details
Table 2).

Comparison of the
Stakeholder Value Drivers

Stakeholder value drivers are concerned with the
groups that are affected by or can influence the
firms’ actions. Toyota encourages multi-skilling
and quality circle initiatives for employee support.
Tata Steel uses the corporate citizenship index de-
fined by competency coverage ratio that involves
quality improvement plans. Tata Steel commits
to stakeholders by the Tata Ethical Code, a three-
tier joint consultation system for sustainability to
achieve positive EVA.

Philips supports its employees to adopt sustain-
ability through employee engagement and em-
powerment. Significant innovations like biometric
template protection and radio frequency identifi-
cation provide superior value for customers. LG
Electronics responds to stakeholder value drivers
by adhering to the code of ethics and through eco-
product development training. LG believes that
aligning employees with the commitment of sus-
tainability generates greater innovation. Table 3
compares the specific stakeholder value drivers.

Comparative Analysis

This analysis has three fundamental dimensions:
significance, direction and magnitude. A five-
point scale was used for comparison, with +2 as
‘extensive evidence’, +1 for ‘somewhat evident’,
0 for ‘neutral’, —1 for ‘little evidence’ and -2 for
‘no evidence’. ‘Extensive evidence’ meant that the

practice was presently implemented and specif-
ically identified in the sustainability report. ‘Neu-
tral” signifies that the facts do not provide clear
evidence of the presence of the policy practice and
‘no evidence’ meant that such practice did not
appear.

The correlation between the firms with the level
of societal, environmental and stakeholder driver
ranks are indicated by Spearman’s rho analysis.
This is a non-parametric rank order correlation
coefficient that empirically indicates the direc-
tion, strength and significance of bivariate re-
lationships (Chatterjee 2000). This is suitable for
the present analysis because different firms have
different rankings based on responses to the
societal, environmental and stakeholder drivers.
The overall comparative rankings (societal, envir-
onmental and stakeholder value drivers com-
bined) of the case studies of Toyota, Philips, Tata
Steel and LG Electronics are indicated in Table 4.

The highest total score is 53 for Tata Steel
(Table 4) out of a possible maximum of 88. This
is quite average, indicating the firm’s deployment
of the value drivers is in the middle range. Tata
Steel (1.20), Philips (1.09) and Toyota (0.91) are
the top three firms in terms of mean score per item.
This indicates that the societal, environmental and
stakeholder value drivers are ‘somewhat evident’.
LG Electronics (1.49) and Philips (1.33) have the
higher standard deviations from the mean, sug-
gesting that there is more variation of the impact
of drivers on a company compared to its peers.

Table 5 presents the non-parametric correlation
of the overall case analysis indicating a number of
significant relationships. Rank order compares the
rating of companies on the drivers. The higher the
correlation, the more the company responds to
the drivers. The more the company commits to
CSR, the more they respond to the drivers.
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Table 4
Overall Evaluation of the Case Studies
Tata LG
Toyota Philips Steel Electronics

Total score 40 48 53 23

(highest = 88)
Mean score 091 1.09 1.20 0.52

per item
Standard 1.22 1.33 1.13 1.49

deviation

Table 5
Correlation Analyses: Combined Value Drivers
Toyota Philips Tata Steel
Philips 0.373* - -
Tata 0.338* 0.340* -
LG 0.236 0.146 0.149

Note: * Correlation is significant at the 0.05 level (2-tailed).

Toyota has significant correlation with Philips
and Tata. Also, Philips is significantly correlated
to Tata. The societal, environmental and stake-
holder value drivers are consistently demonstrated
in these firms. The global and Asian emphases

on value drivers are not very different. Significant
correlations between Philips in the electronics
industry and Tata Steel in the manufacturing in-
dustry, and between LG Electronics, representing
the electronics industry indicate that a similar set
of value drivers are considered important, irre-
spective of the industry.

Considering societal value drivers (Table 6),
Tata Steel (1.50) maintains its position at the top,
while Toyota (1.00) supersedes Philips (0.90). The
highest score is 12 out of a possible maximum of
20, is a modest response to the societal drivers.
Comparing the mean scores indicates Tata Steel
responds most to societal value drivers, while
Toyota emphasizes these drivers more than Philips.
It is also possible to identify few ‘key societal
drivers’ based on the high total scores across the
driver items (Table 6). These are fair business prac-
tices, ethical behaviour for all, investment in the
community, rights of consumers and fair prac-
tices with suppliers. The key drivers represent cer-
tain initiatives that are consistently and significantly
responsive to societal drivers across the firms.

Table 6
Summary of Societal Value Drivers in the Case Studies

Societal value drivers Toyota Philips TATA Steel LG Electronics  Key drivers (higher scores)
1. Fair business practices +2 +2 +2 +2 +8
2. Ethical behaviour for all +1 +2 +2 +1 +6
3. Values disclosure +2 +2 +1 -2 -
4. Corporation & community +1 +2 +2 -2 -
5. Invests in the communities +2 +1 +2 +1 +6
6. Rights of consumers +2 +1 +2 +1 +6
7. Information that is truthful 0 +1 -1 +1 -
8. Company is open to critiques +1 -2 +2 -2 -
9. Fair practices with suppliers +1 +2 +1 +1 +5

10. Return on investment -2 -2 -1 -2 -

Total score (societal) 10.0 9.0 12.0 -1.0 -

(highest possible = 20)
Mean score (societal) 1.00 0.90 1.50 -0.10 -
Standard deviation 0.74 1.36 1.07 1.69 -
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Table 7 indicates the non-parametric correl-
ations for societal value drivers. None are statis-
tically significant at the level 0.05. The emphasis
of societal value drivers is very similar across all
the companies.

Considering the Environmental value drivers
(Table 8), the rankings change considerably with
Philips (1.24), Toyota (1.18) and LG Electronics
(0.88). Results indicate that these firms are more
influenced by the environmental drivers to develop
initiatives. There is also a wide variance of scores
of environmental value drivers indicating varying
levels of the commitment of the company com-
pared to the peer group.

Table 7
Correlation Analyses: Societal Value Drivers
Toyota Philips Tata Steel
Philips 0.186 - -
Tata 0.299 -0.009 -
LG 0.243 0.093 0.145

Note: *Correlation is significant at the 0.05 level (2-tailed).

Nine key environmental drivers emerge based
on common responses. Firms emphasize environ-
mental and sustainability commitment. There is
a focus on environmental targets based on written
environmental policy, sustainability reporting and
environmental management.

Table 8
Summary of the Environmental Value Drivers

Environmental value drivers Toyota  Philips  Tata Steel LG Electronics Key drivers (higher scores)
11. Environmental commitment +2 +2 +2 +2 +8
12. Sustainability commitment +2 +2 +2 +2 +8
13. Written environmental policy +2 +2 +2 +2 +8
14. Environmental targets +1 +2 +2 +1 +6
15. Sustainability report +2 +2 +2 +2 +8
16. Environmental management +2 +2 -1 +2 +5
17. Environmental purchasing 0 -2 +1 -1 -
18. Environmental training +1 -1 +1 +2 -
19. Employee environmental +1 +1 -1 -1 -
responsibility
20. Life cycle analysis +1 +2 +2 +2 +7
21. Management understands +2 +2 +2 +2 +8
sustainablity
22. Fossil fuel reduction and +1 -1 -2 +1 -
uses renewable energy sources
23. Reduction of toxic chemical -2 +2 -2 +1 -
24. Reduce unsustainable items +1 +2 +1 +1 +5
25. Recognition of employee 0 +1 +1 -1 -
environment initiative
26. Quantitative envtl measures +2 +2 +1 -1 -
27. Qualitative environmental measures +2 +1 +1 -1 -
Total score (environmental) 20.0 21.0 14.0 15.0 -
(highest possible = 34)
Mean score (societal) 1.00 0.90 1.50 -0.10 -
Standard deviation 0.74 1.36 1.07 1.69 -
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Table 9
Correlation Analyses: Environmental Value Drivers
Toyota Philips Tata Steel
Philips 0.469* - -
Tata 0.476* 0.494%* -
LG 0.461* 0.508* 0.533*

Note: *Correlation is significant at the 0.05 level (2-tailed).

The correlations for the environmental value
drivers (Table 9) indicate that there is significant
correlation between Toyota and Philips (0.469),
Tata Steel (0.476) and LG Electronics (0.461).
The correlations between Philips and Tata Steel
(0.494), and LG Electronics (0.508) and Tata Steel
and LG Electronics (0.533) are all significant. The
statistical significance indicates the importance
the firms attach to the environmental drivers.

The results support the influence of a common
set of critical environmental drivers in the firms.

Table 10 represents the summary of stakeholder
value drivers. Interestingly, Tata Steel (1.59), Philips
(1.06) and Toyota (0.59) are at the top, different
from earlier rankings.

Tata Steel has the highest score of 27 out of a
possible 34. The company has been consistently
committed to stakeholder responsibility. The
key drivers that are common to the firms are re-
sponsible HRM, board-level ethics, quality prod-
ucts/services, stakeholder relations and dialogue
with stakeholders.

The correlation analysis for stakeholder
value drivers (Table 11) shows no significant
relationships.

Table 10
Summary of the Stakeholder Value Drivers
Stakeholder value drivers Toyota Philips TATA Steel LG Electronics Key drivers (higher scores)
28. Employee development +1 -1 +1 -1 -
29. Equitable reward and wage -1 +1 +2 +1 -
30. Responsible HRM +2 +1 +2 +1 +6
31. Board-level ethics +1 +2 +2 +2 +7
32. Quality products / services +2 +2 +2 +1 +7
33. Stakeholder relations +2 +2 +1 +2 +7
34. Friendly work environment +1 -1 +2 +2 -
35. Same standards globally -2 +2 +1 -2 -
36. Encourage new ideas +1 +2 +2 +2 +7
37. Encourage experimentation +1 +2 +1 -1 -
38. Environmental training +1 -1 +1 +2 -
39. Allow skill enhancement -2 -1 +2 +1 -
40. Suggestion scheme +1 +1 +1 -2 -
41. Dialogue with stakeholders 0 +2 +2 +1 +5
42. Share company information +1 +2 +2 +1 -
43. Flexible communications +2 +1 +1 -2 -
44. Employee contribution rewards -1 +2 +2 +1 -
Total (highest possible = 34) 10 18 27 9 -
Mean score (stakeholder) 0.59 1.06 1.59 0.53 -
Standard deviation 1.39 1.35 1.16 1.18 -
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Table 11

Correlation Analyses: Stakeholder Value Drivers

Toyota Philips Tata Steel

Philips 0.171 - -
Tata 0.168 0.346 -
LG 0.155 —0.098 —0.082

Note: *Correlation is significant at the 0.05 level (2-tailed).

Critical Societal, Environmental
and Stakeholder Value Drivers

The empirical findings of the case analyses indicate
that there is an association between companies’
societal, environmental and stakeholder strat-
egies, and the drivers to which they respond. There
are a number of key drivers that are common to
the companies. The findings also denote that best
practice firms are developing specific strategies
like targeted fuel efficiency levels, specific reduc-
tion in emissions and clean energy vehicles (for
Toyota) and the EcoVision-embedded model for
sustainability (for Philips) based on these value
drivers. The ‘triple bottom line’ approach of firms
to sustainability and value creation reflects that
they are influenced by drivers to undertake societal,
environmental and stakeholder initiatives.

For societal issues, ethical business practices
and high standards of employee ethical behaviour
are emphasized in all the sustainability reports.
Developmental projects for communities, fair prac-
tices for suppliers, and the rights of consumers have
strong support as drivers.

The specific commitment to the environment
included measures of environmental impact,
training on environment and on environmental
management system. Similarly, a written environ-
mental policy incorporates targets for environ-
mental performance and the availability of a

sustainability report. Sustainability through the
balanced use of resources reduces negative envir-
onmental impacts. The reduction of fossil fuels and
the use of renewable energy sources were found
to be important key initiatives for energy conser-
vation and resource optimization. The use of life-
cycle analysis and toxic chemical reduction are
clearly important for sustainability. Finally, elim-
inating unsustainable products demonstrates pos-
itive commitment to the environment.

For stakeholder drivers the key actions include
responding to societal and environmental issues.
There are specific and repeated instances of stake-
holder responsiveness in the case studies. Board-
level ethical standards are a critical driver for
mutual partnership between the corporation and
the community regarding societal and environ-
mental issues. Sharing information and openness
are drivers relating to dialogue with stakeholders.

Discussion and Implications

The analysis of the case studies and the ranking
process identify the key societal, environmental
and stakeholder value drivers in international
firms. There is an overall positive trend among
companies responding to these value drivers by
strategic initiatives. However, the average scores
for the drivers shows that even the companies
most committed to CSR are not fully responsive
to them. This provides scope for enhancement
of the initiatives. Though the companies differ in
terms of industry, location and products, this set
of drivers relating to societal, environmental and
stakeholder issues do influence the strategic initia-
tives they implement.

This case analysis only includes four com-
panies. The results should be interpreted with
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caution given the small number of cases. There
may be a bias because the cases selected are repre-
sentative of the companies that support CSR.
Firms are realizing that they need to develop
strategic actions in response to societal, environ-
mental and stakeholder drivers. The impact of
these initiatives fundamentally affects their
competitive position. The innovations highlighted
through the case studies are indicative of the triple

bottom line trends and the responsiveness of good
companies to these drivers. They are important
‘mirrors’ of the long-term expectations of sus-
tainable development. Organizations that respond
more effectively to the societal, environmental
and stakeholder value drivers will achieve greater
social responsibility and higher value added.
However, these case studies indicate that there is
still a long way to go.

NOTES

1. See http://www.adb.org/Documents/Periodicals/
ADB_Reivew/default.asp, accessed June 2006.

2. Dr Salil’s current follow-up Research (since January
2007) on Green Growth and Corporate Societal (not
Social) Responsibility, i.e., CSoR, and not CSR, posits,
not three, but four dimensions: Societal, Environmental,
Stakeholder and Ethos. The Ethos dimension adds value
on the ‘Spiritual Corporate Space’.

3. Ethical Corporation, http://ethicalcorp.com, accessed
July 2006.

4. CSRWire Sustainability Reports, http://161.58.184.185/
csr/index.mpl?arg=p-r, accessed June 2006.

5. Covalance, http://www.covalence.ch/index_uk.php,
accessed July 2006.

6. MIBE Studies: Environmental Research Project at the
International Institute for Management Development
(IMD), 1996, sponsored by companies who see environ-
mental management as a source of competitive advan-
tage. http://wwwO01.imd.ch/research/projects/index.
cfm?projectID=164.

7. Business for Social Responsibility (BSR), http://
www.bsr.org/, and Arthur D. Little (ADL) Studies, http:/
/adl.com/insights.
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