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Does Corporate Social Orientation Vary by Industry Type? 

Evidence from an Emerging Economy 

There is a growing trend emerging in the developing world––one that of regulating 

corporate social responsibility (CSR). After Mauritius and Indonesia, India has recently 

passed a law under the Companies Act of 2013, directing specified large companies 

across all industries to put 2% of their profits in CSR. Such laws could be indicative of 

the State’s skepticism about top management’s intentions and orientations towards some 

peripheral stakeholders (Mitra, 2012). Though extensive studies on corporate social 

orientations (CSO) have been carried out in developed nations (Burton & Goldsby, 

2009), there has been no systematic research exploring the orientations of large firms in 

developing countries in recent times. We contend that it is pertinent to examine the CSOs 

in such contexts to understand the basis and justification behind the emerging practice of 

CSR regulations. 

We address two main issues through this paper. First, we examine the CSOs of large 

firms in a developing country, specifically India, and second we analyze them to 

understand the extent to which firms in different industries are oriented towards 

community and environment that represent the peripheral stakeholder group and are 

common beneficiaries of CSR activities (Visser, 2008). Building on the signal theory 

(Spence, 1973), we suggest that while communicating their social orientations to 

stakeholders, firms have a strong motive to signal distorted information for the purpose of 

impression management. Such a process creates “loose couplings between corporate 

public pretentions and corporate private intentions” (Jain, 2013). During legitimacy 

threats, firms reprioritize their stakeholders and corresponding signals, due to a change in 
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legitimacy conferring entities (Connelly et al., 2011), creating a disconnect between 

signals sent prior to, during and after the threat. Therefore, an inter-temporal comparison 

of these signals around a legitimacy threat can capture the inconsistency in signaling, 

highlight the impression management signals by segregating the public pretentions from 

private intentions and in turn expose the de-facto CSOs.  

In this paper, we identify the recent financial crisis as the context to operationalize the 

legitimacy threat. We employ thematic analysis (Boyatzis, 1998) on a large sample of 

CEO/chairperson’s annual letters to shareholders and identify the specific stakeholders 

towards whom the top executives’ attention is directed by systematically coding “the 

meanings embedded within words” (Jain, 2013). We then utilize several statistical tests to 

intrinsically examine managerial intentions, and therefore orientations, towards the 

peripheral stakeholders.  

Our results indicate significant industry differences both in the prioritization as well as 

their degree of orientation of large firms towards various stakeholders and issues. 

Furthermore, our analysis provides evidence that community and environment (peripheral 

stakeholders)––that are common beneficiaries of firms’ CSR activities––continue to be 

the least addressed stakeholders across majority of industries in India. This finding 

validates the decision of the Government of India on mandating CSR in spite of industry 

disapproval. Interestingly, some industries exhibit significantly higher orientation for 

peripheral stakeholders than others, thereby questioning the establishment of a uniform 

CSR benchmark for all industries.  
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Literature on Corporate Social Orientation  

Corporate social orientation (CSO) is defined as the executive view of a firm’s 

responsibility towards its internal and external stakeholders (Aupperle, 1984). While 

there have been spurts in CSR research in India, on managerial perceptions of CSR, 

which is close to the CSO construct, two studies stand out––the study of managerial 

perceptions by Khan and Atkinson (1987) and a comprehensive study of management 

attitudes by Krishna (1992). These studies are comprehensive and provide a good 

understanding of how CSR was perceived by managers prior to India’s exposure to the 

global economy. CSR has since received greater attention with liberalization of markets, 

rapid merger of Indian economy with the world, the growth of MNE activity in the 

country, and the launch of the UN Global Compact (Mohan, 2006). The results from the 

TERI-Europe poll (Kumar et al., 2001) highlight that attitudes towards CSR are 

transforming in India. Current research on India shows dichotomous results on the CSR 

perceptions of top management with Fisher et al. (2001) and Mitra (2012) suggesting the 

presence of a strong economic view on CSR, while Balasubramanian and others (2005) 

proposing otherwise. Interestingly, it is in the developing country contexts (such as India) 

characterized by weak institutions, governance gaps, rapid industrialization, and adverse 

business impact on communities and environment that CSR efforts are most required 

(Blowfield and Frynas, 2005; Jamali, 2010) and strikingly it is here that the top 

management intentions towards CSR continue to be a puzzling question.  

Existing studies demonstrate the use of three approaches for examining the CSO 

construct. The first approach involves the use of self-reported survey instruments 

pioneered by Aupperle et al. (1985). Several versions of this survey have been used in 
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numerous contexts for instance investigating CSOs of CEOs and board members 

(Ibrahim & Angelidis, 1991; 1995), students (Angelidis & Ibrahim, 2004), and small 

businesses (Burton & Goldsby, 2009). While these studies have proliferated in developed 

countries, they are yet to be applied in developing countries. Arguably, Carroll’s 

framework (1979) that lies at the core of the survey instrument has limited application in 

a developing country context (Visser, 2008).  

Second approach to examine CSO is the use of reputational ratings such as the KLD. 

Many rigorous studies have explored this database for analyzing firms’ stakeholder 

orientations such as Berman et al. (1999) and Tang & Tang (2012). The main contention 

of the reputational ratings is that these ratings are more a measure of outcomes rather 

than of orientations (Wood, 2010). In addition, this database has not yet been validated 

outside of the US (Laplume et al., 2008) and may not be applicable in a developing 

country contexts.  

Third approach of examining CSO is the content analysis of CSDs namely annual reports, 

codes of conduct, sustainability and environment reports, and such. Many studies have 

used this methodology for evaluating firms’ social performance for instance Adams et al. 

(1998) and Kolk (2005). While it is argued that CSDs are useful tools for examining a 

firm’s orientation towards stakeholders and society in general, scholars are often critical 

about their strategic use for green-washing and publicity (Hoffman, 2006). Therefore, an 

analysis of CSOs based on such documents is likely to give an estimate that is largely 

inflated and exaggerated. The following section demonstrates our prudent approach to 

examine CSOs and the theoretical underpinnings behind it.  
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Theoretical Development 

CSO is a latent construct and a non-observable aspect of an organization. Managers and 

top executives co-create their firms’ social orientations by prioritizing among the diverse 

stakeholders, who in turn are unaware of a firm’s orientation, creating information 

asymmetry in CSO (Hill & Jones, 1992). It is important for firms to communicate their 

social orientations to stakeholders as it helps in creating legitimacy in the market. To do 

so, firms rely on their corporate social disclosures (CSDs), that on one hand aid in 

building a favorable public reputation and on the other enable stakeholders to make 

informed decisions about a firms’ social legitimacy (Davis, 1973; Wood, 2010). In this 

manner, the information asymmetry in the CSO space is reduced. The behavioral 

mechanism described above can be elucidated using the signal theory.  

Proposed by Spence (1973), signal theory is primarily concerned with reducing the 

information asymmetry between entities. Spence suggests that an entity that possesses 

private information can signal its true quality and intent to other entities to create 

information symmetry. Therefore, use of CSDs to communicate firms’ orientations to 

stakeholders can be referred to as the signaling process (Jain, 2013). As long as the 

signals are true and the intent is good––signaling through the CSDs can create a balance 

between the signaling firm and the receiving stakeholders. However, sometimes signaling 

wrong information may prove to be more advantageous for the firms than signaling true 

information, as in the case of green-washing (Connelly et al., 2011). Therefore, top 

executives have a strong incentive to signal deceptive information to their stakeholders. 

Furthermore, when firms are faced with legitimacy threats, executives may embark on 

sending signals to those stakeholders who are perceived as critical because of a re-
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prioritization of legitimacy conferring entities (Connelly et al., 2011). With the attention 

of executives focused on the more critical stakeholders (Mahoney et al., 2012), signals 

that were aimed at peripheral stakeholders primarily for green-washing may be reduced 

or neglected altogether. As a result, there will be a disconnect between signals sent prior 

to, during and after the threat thereby creating inconsistencies in signaling. Following this 

argumentation, we contend that an inter-temporal comparison of CSDs (signals) around a 

legitimacy threat can help to identify these inconsistencies and to subsequently examine 

the de-facto CSO of firms. 

Financial Crisis as the Legitimacy Threat 

Studies exploring the financial crisis and CSR find that typically firms view such 

activities as a financial burden (Fernández-Feijóo Souto, 2009) and often reduce their 

outlay on CSR projects. We contend that in case of the financial crisis, while facing 

dilemmas to maintain legitimacy in front of diverse stakeholders, executives may re-

orient their signals towards those entities and issues that are perceived as critical rather 

than those that are considered to be secondary. In such circumstances, the inconsistencies 

in signals can be captured, subsequently divulging de-facto CSOs. 

Corporate Social Disclosures 

Several studies analyze corporate social disclosures (CSDs) for examining top 

management’s perceptions towards CSR (Raman, 2006). These include content analysis 

of annual reports (Adams et al., 1998), environmental reports, and sustainability reports 

(Kolk, 2005). Most CSDs highlight industry best practices, follow guidelines like the 

Global Reporting Initiative (GRI), and are prepared under the guidance of 

communication experts and public relation firms (Weber & Marley, 2012). These 
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practices are typically driven by the need for appropriate corporate posturing (Laufer, 

2003) making it difficult to assess the top management’s genuine concern for 

stakeholders through an evaluation of CSDs. We contend that to examine de-facto CSOs 

it is prudent to focus on those corporate disclosures that are voluntary, not impacted by 

any guidelines and that reflect the top management’s view of their company’s position 

with respect to corporate responsibilities. For this reason, we use the CEOs/chairpersons’ 

annual letters to the shareholders as the relevant voluntary CSD for our study. 

CEO/chairperson’s letters are generally employed to communicate the firm’s vision and 

mission, business trends and corporate policies and strategies on aspects that are highly 

relevant to the firm and its stakeholders (de Bakker et al., 2007). Top executives often 

candidly express their opinions and beliefs through such letters, including trends such as 

CSR (Castelló & Lozano, 2011). For instance, N. R. Narayana Murthy, the chairman of 

Infosys Technologies Ltd., is known to write his own letters to the shareholders. 

Accordingly, it is argued that CEOs/chairpersons’ letters are a strong reflection of who 

executives perceive to be their key stakeholders, what are the firms’ responsibilities 

towards them, and in this vein are an indication of managerial orientation towards these 

groups.  

Research Design 

Sample and Data  

We focus on the BSE S&P 100 index, which is a broad-based index composed of 100 

large, liquid and well-established companies across all sectors in India. The recent global 

financial crisis seriously deteriorated the international market conditions for most 

countries including India (Filardo et al., 2010). From an average annual growth rate of 



	   8	  

8.8 % in the last five years (2003-04 to 2007-08), the economic growth in India 

decelerated by 2.1 % to 6.7 % in 2008-09. After introduction of stimulus packages and 

monetary easing measures, there was a broad based recovery in GDP as it rose to 8 % in 

2009-10 and 8.6 % in 2010-11. The BSE S&P 100 performance mirrors this pattern and 

we characterize the period 2007-08 as the pre-crisis period, 2008-09 as the crisis period 

and 2009-10 as the recovery period.  

Once the relevant time periods were identified, we obtained the BSE S&P 100 list of 

firms as on April 1st, 2007 (pre-crisis year) from BSE India. The CEO/chairperson’s 

letter was extracted from the annual reports of these companies for the 3 block years. 

Some firms did not issue this letter and we subsequently labeled them as missing. In total 

173 CEOs/chairpersons’ letters (hereinafter called the CEO statement) comprised the 

final data hand-coded for the study.  

Methodology 

For examining the CSOs, our objective was to understand the managerial intentions 

underlying the CEO statement. To do so, we used thematic analysis, which is a 

qualitative method that involves quantifying qualitative texts using recurring patterns of 

explicit themes and analyzing them statistically (Boyatzis, 1998). We established a CSO 

index composed of 7 orientations namely––economic, customer (including innovation), 

employee, partner, environmental, community and corporate governance––by intensively 

studying a separate sample of CEO letters. Table 1 briefly explains each of these 

orientations.  

We applied this code to our sample of Indian companies. The number of times an 

orientation appeared was recorded as the frequency, which reflected the intensity of 
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orientation towards a specific stakeholder group or a specific issue. Two coders carried 

out the coding independently and a reliability of approximately 84% was achieved 

between them which is above the minimum limit prescribed by Boyatzis, 1998. After 

further discussions, a complete agreement on final coding was reached.  

Analyses 

The 7-orientations were intrinsically analyzed for the BSE S&P 100 as a whole and for 

each industry cluster. We analyzed both the firms’ preferential order of various 

stakeholders (stakeholder prioritization), the extent of firms’ concern towards them 

(relative intensity of orientation) and the changes in both of these aspects with time. 

Using these mean orientations, we prepare a stakeholder prioritization table (Table 2) for 

the index and for each industry to observe how firms’ stakeholder preferences change 

between crisis and recovery (results available upon request). For changes in intensity of 

orientations, we compare the percentage mean variations in orientations for the index as a 

whole and across industries over the years. To investigate whether there are significant 

differences in each orientation, we use the Kruskal-Wallis test (Table 3). We repeat these 

tests across industries on each orientation to ascertain whether industries significantly 

differ from each other on individual orientations (Table 4). Finally, using Wilcoxon-

Signed Rank test (Table 5) we check the extent to which firms, in the index and across 

industries, are oriented towards community and environment vis-à-vis other orientations. 

Results and Interpretation 

Although the overall stakeholder prioritization for the BSE S&P 100 index (Table 2) 

remains stable over the crisis and recovery periods with economic, customer and 

corporate governance orientations being the first three priorities in that order; partner, 
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community and environmental orientations being the last three; and employee orientation 

in the middle; we detect prominent differences in stakeholder prioritization at the industry 

level (results available upon request). In addition, we detect inconsistencies in these 

prioritizations over time in majority of the cases indicating some degree of green-

washing. We observe that economic, customer and corporate governance orientations are 

the top priorities for capital goods, finance, power, telecom, healthcare, and FMCG 

industries over time. The consistency of signals highlights firms’ de-facto concern for 

them in such industries. Auto and diversified industries reduce their prioritization towards 

corporate governance during the crisis period exposing the inconsistency in signals and 

consequently their underlying low priority for corporate governance in difficult times. 

Employee orientation features in the top three priorities for cement, diversified, IT, and 

metals and mining sector. This corresponds with the basic labor-intensive nature of these 

industries. Power industry reduces its employee orientation during the crisis; while auto, 

oil and gas, and capital good industries diminish their employee prioritization during the 

recovery period revealing inconsistencies in their signaling and potential green-washing 

on labor-related issues. Partner orientation is among the uppermost concerns for the oil 

and gas sector. This could be due to a major involvement of lending institutions and 

government in oil extraction, refining and distribution activities. However, these firms 

drastically reduce their partner prioritization during both crisis and recovery times 

highlighting potential impression management. Community and environmental 

orientations strikingly receive the lowest priority from all industries, except telecom and 

oil and gas, during economic recession and recovery. This highlights that community and 
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environment have the least stakeholder power (Mitchell et al. 1997) vis-à-vis other 

stakeholder groups and issues for majority of large firms and industries in India.  

The results of the Kruskal-Wallis test (Table 3) reveals that there is a significant 

difference between orientations implying that the 7 orientations that comprise the CSO 

construct are significantly different from each other. We further test for differences 

across industries on each of the 7 orientations and capture significant differences therein 

(Table 4). Finally, the results of Wilcoxon-Signed Rank test (Table 5) show that BSE 

S&P 100 firms have a consistently and significantly lower orientation towards both 

community and environment vis-à-vis others during pre-crisis, crisis and recovery 

periods. Between community and environment, the former consistently represents a 

stakeholder category towards which top executives’ are least oriented over the three-year 

period. We repeat the test per industry over time and notice significant industry 

differences in both of these orientations (results available upon request). For example, the 

auto sector consistently exhibits least orientation towards both community and 

environment over the pre-crisis, crisis and recovery periods. Conversely, the metals and 

mining sector shows a more even orientation on all aspects, including community and 

environment, across all years. As a matter of fact, for this sector orientation towards 

primary stakeholders such as customers, employees and partners, and towards key issues 

such as corporate governance is not significantly different from their orientation towards 

both community and environment––the peripheral stakeholders. These results 

substantiate our earlier observations on industry differences in CSOs. 
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Discussion and Conclusions 

Through this study we present an examination of the CSOs of large firms in India and 

analyze how firms’ stakeholder preferences differ with industry membership especially 

with respect to peripheral stakeholders. We employ signal theory (Spence, 1973) to study 

the patterns in CEO statements around the recent global financial crisis and analyze the 

inconsistencies in them to segregate public pretentions from private intentions to reveal 

the de-facto CSOs. Using thematic and statistical analysis, we examine both the firms’ 

prioritization as well as their relative intensity of orientations towards multiple 

stakeholders and issues across industries in India.  

There are two main categories of observations that we can draw upon from this study. 

One set of observation adds to the theory of the CSO construct and the other set raises 

pertinent questions on the recent CSR legislation in developing nations, specifically 

India. Firstly, most of the orientations that constitute the CSO construct are significantly 

different from each other for large firms as a whole and for most industries. In other 

words, stakeholders in developing nations have dissimilar stakeholder power that 

influences firms to adopt a unique orientation towards most of them (Mitchell et al., 

1997). We also discover that while for the BSE S&P 100 index the stakeholder 

prioritization remains stable over the crisis and recovery periods, there are different 

patterns visible at the industry level. This indicates that even though large firms face 

similar structural, economic and political issues arising from the crisis, there are 

significant industry differences both in their prioritizations as well as the degree of 

orientations towards various stakeholders and issues. Therefore, industry specification is 
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a crucial factor affecting firms’ social orientation. This adds to the literature on the CSO 

construct that has not yet been tested at the industry level.  

Our second set of observations is relevant for the compulsory CSR debate. Our study 

evidences that large firms in India have a consistently and significantly lower orientation 

towards community and environment––the peripheral stakeholder group that represents 

the beneficiaries of CSR activities in developing nations (Blowfield & Frynas, 2005; 

Visser, 2008). While prior research suggests that some decline in CSR activities (and 

hence orientations) towards community and environment may be witnessed as a result of 

a liquidity crisis (Fernández-Feijóo Souto, 2009), the low orientation continues and 

intensifies during recovery. This could be indicative of why the Government of India may 

have legislated CSR for large firms. However, a uniform benchmark for all industries 

portrays the impression of a standard apathy towards CSR and an equal responsibility of 

all firms towards community and environment. When we look at the industry level 

findings, we observe some significant differences in this context. For example, the metals 

and mining companies consistently depict a higher orientation towards community and 

environment not significantly different from their primary stakeholders and issues, while 

the auto industry, that causes similar damage to the environment and communities in their 

area of operations, is seen to have consistently lowest orientation towards these 

stakeholders. Although orientations are not necessarily indicative of action, these findings 

compel us to reflect on whether the egalitarian principle behind a uniform CSR mandate 

across industries is the right step in the direction, or whether principles of restorative 

justice could be explored (Braithwaite, 2001). 
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Table 1: 7 Code CSO Index 
 
Code Theme Description 
Economic 
Orientation 

Actual economic achievement in terms of operating and financial numbers and steps 
taken to enhance bottom-line, Forecasting economic trends and strategies for market 
survival and inorganic growth, Concern for economic goals, economic sustainability, 
competitive advantage and other liquidity issues. 

Customer 
Orientation 

Actual policies towards customer service and introduction of innovative new products, 
Forecasting customer needs, Concern for customer related issues of a company 
including sustaining customer relationships. 

Employee 
Orientation 

Actual policy measures relating to employees working conditions, compensation, 
training and development, employment and trade union information, Forecasting 
employee numbers, turnover, needs, Concern for employees and their dependents, 
reducing injuries and improving health care. 

Partner 
Orientation 
 

Actual policies regarding relationships with suppliers, lenders, banks, governments and 
such other agencies that are external partners for various functions, Intent and concern 
towards sustaining long term relationship with them. 

Environmental 
Orientation 

Actual policies towards environment-related expenditures and disclosure of 
environmental policies, Forecasting environmental impacts of products and processes, 
Concern for the environment and its protection, conservation and sustainability. 

Community 
Orientation 
 
 

Actual and intended effort towards contributing to social good including charitable 
activities, Concern and commitment for the larger society and communities and future 
generations,  
* Community concern extends beyond existing employees and their families.  

Corporate 
Governance 
Orientation 

Actual management policies concerning transparent, lawful and ethical operation of the 
company, Disclosures and achievements in CG, Concern over corporate governance 
issues including citizenship with a general stakeholder orientation.  

Source: Adopted from Jain (2013) 
 
Table 2: Stakeholder Prioritization: BSE S&P 100 

Pre-crisis: 2007-08 Crisis: 2008-09 Recovery: 2009-10 
Economic Economic Economic 
Customer Customer Customer 
Corporate Gov. Corporate Gov. Corporate Gov. 
Employee Employee Employee 
Partner Partner Partner 
Community Community Community 
Environment Environment Environment 

 

Table 3: Kruskal-Wallis Test for Differences in Orientations       

K (Observed value) 57.588*** 
K (Critical value) 12.592 
DF 6 

Two-Tailed Test: + p < 0.10 *p < 0.05 **p < 0.001 ***p < 0.0001 
 
Table 4: Kruskal-Wallis Test Across Industry 
 
 Econ. Cust. Empl. Partner Envn. Comm. CG 
K value 100.67*** 171.46*** 

 
100.37*** 
 

65.28*** 
 

136.50*** 
 

73.45*** 69.74*** 

Two-Tailed Test: + p < 0.10 *p < 0.05 **p < 0.001 ***p < 0.000 
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Table 5: Wilcoxon-signed Rank Test for BSE S&P 100 
 
T Values Econ. Cust. Empl. Partner Envn. Comm. CG 
Comm.y1 5050*** 4558*** 3344*** 3588*** 591 - 4129*** 
Comm.y2 5048*** 4404.5*** 3579*** 3408*** 527 - 4008*** 
Comm.y3 5050*** 4472*** 3360*** 3464*** 867 - 4186*** 
Envn.y1 5050*** 4639.5*** 4051*** 4291*** - 3150*** 4626*** 
Envn.y2 5050*** 4639*** 4106*** 4087*** - 3214*** 4470*** 
Envn.y3 5050*** 4769*** 3795*** 3909*** - 2373*** 4479*** 
Upper-Tail Test: + p < 0.10 *p < 0.05 **p < 0.001 ***p < 0.0001 
Note: Comm.y1, Comm.y2, Comm.y3 and Envn.y1, Envn.y2, Envn.y3 represent the test results for  
the pre-crisis, crisis and recovery period respectively for community & environmental orientation. 
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