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ABSTRACT

The conceptual closeness between corporate so-
cial performance (CSP) and corporate reputation
(CR) and their convergence toward a common
stakeholder framework has resulted in a concur-
rence of empirical analysis that has muddled the
two lines of research. This paper tries to clear
up the interrelation between CSP and CR.
These concepts are linked by firm legitimation,
a process that translates past performance into
an expectation for the future. Legitimation
transforms CSP, an objective flow variable, into
CR, a perceptual stock variable.
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INTRODUCTION

Research on corporate social performance
(CSP) and on corporate reputation (CR) has
developed along parallel theoretical lines,
with both concepts broadening theoretically

to include all stakeholder relations. More-
over, in some cases empirical analyzes from
both perspectives have employed the same
variables, data and methods, reaching funda-
mentally identical results although with dit-
ferent interpretations. This
makes the contributions of the two ap-
proaches mutually enriching, but sometimes
muddling.

This paper tries to point out difterences
and links that may clear up the interrela-
tion between the two lines of research. The
main difference is that reputation is largely
informational and perceptual, whereas the
concept of CSP attempts to account objec-
tively for the firm’s actions and attitudes.
Another divergence arises from the different
nature of the underlying theoretical frame-

convergence

works: while the economic framework
underlying research on reputation has an in-
strumental justification, the social framework
underlying research on CSP emerges from
a normative approach.

Both concepts are linked by a legitimation

process that translates past actions (CSP) into
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expectations for the future (CR). CSP is the
legitimate behavior of the firm with every
stakeholder by the standards of the institu-
tional context in each moment of time.
Homogenous CSPs in successive periods in
changing institutional contexts consolidate
CR, because economic agents translate the
firm’s past performance into expectations
concerning future performance.

THE SOCIOLOGICAL PERSPECTIVE:
CSP

CSP models have changed with the multiple
redefinitions and reinterpretations of corpo-
rate responsibility in response to historical
evolution, economic and political transfor-
mations, and even changes in the concep-
tual perspectives of the Theory of the Firm.
An economic scenario governed by strict
market mechanisms, which totally rules out
any possibility of discretionary behavior by
organizations, makes any debate on corpo-
rate responsibility banal, reducing that
responsibility to the firm’s continuity in sat-
isfying the minimum expectations of its only
stakeholder: the shareholder. Thus, Friedman
(1962, 1970), from the suppositions of clas-
sical economics, argues that the firm’s only
social responsibility is to maximize its prof-
its while respecting the basic rules of soci-
ety that are reflected in law and in ethics.
He maintains that the free-play market can-
not resolve social problems, which must be
left to government and legislation.

The emergence of large corporations at
the beginning of the last century meant that
the suppositions of classical economics, how-
ever, had to be rethought. An economy com-
posed of many small firms, governed by the
toing and froing of the market, was trans-
formed into an economy organized around
large corporations with highly concentrated
economic and social power. The increasing
complexity of corporations pushed manage-
ment out of the hands of the classical share-
holders into those of professional managers.
The separation of ownership and control

(Berle and Means, 1932) meant the intro-
duction of a new agent, the management,
endowed with great discretion, and forced
economists to recognize managers’ interests
and claims in the firm (Baumol, 1965; Mar-
ris, 1963; Williamson, 1963).

After the conquest of power by the big
corporations during the first decades of the
20th century, the 1960s and 1970s were years
of social opposition. Society became aware of
and concerned about respect for the environ-
ment, the treatment of workers, product safe-
ty, etc. There was thus an attempt to demon-
strate the existence of other stakeholders with
their own claims on the firm. These develop-
ments were backed by the transition, in the
political sphere, from a free market economy
to a mixed economy, with governments that
played a part in the business world. Under
these circumstances, managers were forced to
broaden their concept of the firm and recog-
nize the claims of every stakeholder in the
firm, in order to avoid social reaction and
maintain a degree of freedom out of reach of
legislative interference.

In an attempt to enlarge the definition of
corporate responsibility and adapt it to the
new social environment, Carroll (1979)
developed a model in which discretionary
social responsibilities were added to eco-
nomic, legal and ethical ones. The classical
roots of his model, however, were apparent,
since it still pointed to economic responsibil-
ity as the main obligation of the firm. He
recognized the political and social power
assumed by modern corporations, but con-
tinued to interpret it restrictively. From a
theoretical point of view, this is a very at-
tractive model, because of its intuitive for-
mulation. It has, however, not really been
useful as a framework for empirical research
(Wood and Jones, 1995), since no significant
relations have been proven among its various
components (Aupperle ef al., 1985; Pinkston
and Carroll, 1993).

Finally, the transformations in the eco-
nomic environment extended to theoretical
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proposals. A new, more realistic paradigm
emerged, describing the firm as a set of
relations with different stakeholders: employ-
ees, suppliers, clients, shareholders and soci-
ety (Freeman, 1984; Hill and Jones, 1992;
Clarkson, 1995).This broadening of the con-
cept of the firm has required us to rethink
the objectives and responsibilities of organi-
zations. A review of the literature shows that
there has been a progressive introduction of
the stakeholder approach into models pro-
posed from the classical tradition, parallel to
the development of this perspective within
the Theory of the Firm (Wartick and
Cochran, 1985;Wood, 1991;Wood and Jones,
1995, Clarkson, 1995). Hence the interest in
models of CSP has moved on, from analyz-
ing the convenience for the shareholder of
the firm’s philanthropic activities (Carroll,
1979) to analyzing the firm’s behavior in a
set of relations with clients, suppliers, share-
holders, employees, managers, the commu-
nity and the environment, all considered
as stakeholders (Wood and Jones, 1995;
Waddock and Graves, 1997a; Carroll, 2000;
Rowley and Berman, 2000; Jones, 1980;
Clarkson, 1995).

This definition of CSP has extended the
responsibility of the firm’s management,
which shifts from being a mere agent of
shareholders (Friedman, 1962, 1970) to be-
ing the guarantor of every stakeholder’s sat-
isfaction (Wood and Jones, 1995; Waddock
and Graves, 1997a; Carroll, 2000; Rowley
and Berman, 2000; Jones, 1980; Clarkson,
1995).Thus a new area of research arises that
attempts to relate financial performance to
the managers’ orientation towards stakehold-
ers’ interests (Clarkson, 1995; Greenley and
Foxall, 1997). ‘Performance’ goes beyond the
reward of shareholders and includes the dis-
tribution of value to all stakeholders (Clark-
son, 1995; Waddock and Graves, 1997a).

There is an ample consensus about the
content of CSP as a comprehensive assess-
ment of the firm’s performance with every
stakeholder group (Carroll, 2000; Rowley

and Berman, 2000; Jones, 1980). Universal
CSP measures, however, are not desirable,
because measuring CSP is contingent on
variables such as time, culture, industry and
context (Rowley and Berman, 2000; Griftin,
2000).

THE ECONOMIC PERSPECTIVE: THE
INFORMATION CONTENT OF CR

From the economic perspective, reputation
has been studied for its information content.
In situations of information asymmetry, the
informed agent can profit at the expense of
uninformed agents. The result of these rela-
tions, however, may give information about
the behavior of the informed agent. After
several iterations, others’ observation of this
result will generate a reputation, which will
signal the most likely behavior of the in-
formed individual in the future. The process
of constructing a reputation, and its subse-
quent use as a signal to forecast the potential
behavior of agents, has been widely analyzed
within Information Theory and Games
Theory. Much of the work was focused on
predatory practices by firms facing the entry
of new competitors into the sector (Kreps
and Wilson, 1982; Milgrom and Roberts,
1982) and on reputation for the quality of
products (Nelson, 1970; Milgrom and Rob-
erts, 1986) and services (Wilson, 1983; De
Angelo, 1981; Eichenseher and Shields, 1985;
Dranove, 1983; Rogerson, 1983; Beatty and
Ritter, 1986).

The prevailing paradigm in the Theory of
the Firm was still that proposed by Indus-
trial Organization (Bain, 1959; Mason, 1949),
which situated the strategic nucleus of the
firm in its environment. Although the exist-
ence of intangible assets had already been
noted, they were somewhat artificially ma-
terialized as barriers to mobility. The absence
of an integrative model of the firm affected
the concept of reputation, which took on
an impoverished, partial and fragmented
form. From this perspective, corporate be-
havior was analyzed in a determinist way.
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In its search for precise and ‘desirable’ re-
sponses from different economic agents, the
firm repeated the conduct that provoked this
‘desirable’ behavior — say, aggressive respons-
es that had inhibited a new competitor
(Milgrom and Roberts, 1982), or the sale of
a quality product that had induced consum-
ers to repeat their purchases (Rogerson,
1983). These repeated actions of the firm
consolidated a reputation that led each agent
to select, among its options, which best suit-
ed the firm’s interests.

The decline in analyses of Industrial Or-
ganization, from both academic and manage-
rial perspectives, enabled a new theoretical
framework to appear that has allowed us to
study the inside of the firm: the stakeholder
approach (Jensen and Meckling, 1976; Hill
and Jones, 1992; Rajan and Zingales, 1998).
This perspective describes the firm as a con-
tractual nexus among its different stakehold-
ers (Jensen and Meckling, 1976; Rajan and
Zingales, 1998). This new concept of the
firm has enabled the development of the
concept of CR, a new and more integrative
definition of reputation, that takes into ac-
count the relation of the firm with every
stakeholder.

The literature taking the stakeholder ap-
proach has provided several definitions of CR.
Wartick (1992: 34) defined it as ‘the aggrega-
tion of a single stakeholder’s perceptions of
how well organizational responses are meet-
ing the demands and expectations of many
organizational stakeholders’. Following similar
arguments, Fombrun (2002: 9) proposed that
‘CR is the collective representation of a com-
pany’s past actions and future prospects that
describes how key resource providers inter-
pret a company’s initiatives and assess its abil-
ity to deliver valued outcomes’. Waddock
(2000: 323) proposed that reputation ‘is the
organization’s perceived capacity to meet
their stakeholders expectations’.

Among these definitions two key points
can be stressed (Brown and Logsdon, 1997).
First, this construct has a perceptual nature.

Some individual, group or larger human col-
lective gathers and processes information
about a firm’s past actions and draws conclu-
sions about its future prospects. Second, CR
Is a net or aggregate perception by every
stakeholder, not just one or two.

CR is not only an information signal
(Akerlof, 1970) but also a guarantor of con-
tracts (Cornell and Shapiro, 1987), since the
firm that does not satisty the expectations of
its stakeholders will lose the capital accumu-
lated in this asset. Resource holders will be
attracted to the well-reputed firm not only
because they know what it is likely to do
purely on past form, but also because they
know that the expectations generated by CR
are self-fulfilling, since the firm that does not
satisfy expectation generated by its reputa-
tion will lose it. Thus, the well-reputed firm
occupies a privileged position in markets,
allowing it to attract better resources on
more favorable terms.

THE CONVERGENCE OF THE
EMPIRICAL RESEARCH
The research on CSP and that on CR have
evolved in parallel: The classical essence has
become watered down, and both perspec-
tives have converged towards a stakeholder
framework that gives consistency to the
contributions made by both. It is, however,
important to reemphasize that CSP has a
descriptive nature while CR has a percep-
tual nature. CSP describes, from an ‘objec-
tive’ point of view, the firm’s performance
with respect to stakeholders, while CR is
the sum of stakeholders’ perceptions of the
firm’s capacity to fulfill their interests. In this
sense, it seems proper to use objective data-
bases to measure CSP and perceptual surveys
to measure CR. In this section, we describe
the development of the empirical research
on CSP and on CR in order to highlight
the coincidences of data and methods be-
tween the two lines of research.

The measurement of social responsibility
of the firm, or, more recently, CSP’, has been
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an object of debate and has evolved since
the 1960s. In the first papers, which used a
narrower concept of corporate responsibility,
authors tried to approach it through a firm’s
action in some key social area, such as pol-
lution control (Bragdon and Marlin, 1972;
Folger and Nutt, 1975; Spicer, 1975), con-
tributions to the community in the form of
donations and philanthropic work (Levy and
Shatto, 1980), the integration of women and
minority groups within the company (Kedia
and Kuntz, 1981), or a mixture of these
(Kedia and Kuntz, 1981). The information
sources for these papers were mainly data
issued by the Council on Economic Priorities or
firms’ annual reports (Bowman and Haire,
1975). Borestord (1973, 1975, 1976) elabo-
rated a series of data using the annual reports
of firms that were then used by other authors
as a starting point for their analyses (Abbott
and Monsen, 1979; Anderson and Frankle,
1980; Ingram, 1978; Preston, 1978). These
works referred only to isolated aspects of
social responsibility and were not all valid
for every industry.

A broader valuation was provided by
Moskowitz (1972, 1975), who, by analyzing
the contents of several sources, such as the
regular business press, the annual reports of
organizations, publications that watched over
various social matters and the reports issued
by the firms themselves, was able to evaluate
the satisfaction of certain legitimate claims
of each of the stakeholders — clients, employ-
ees and society — and to classify a number
of firms as excellent, honorable or awful in
their social behavior. The topics Moskowitz
considered were pollution control, equal
employment opportunities, minority and
female representation on the Board of Direc-
tors, support of minority enterprises, respon-
sible or irresponsible advertising, charitable
contributions, community relations, product
quality, plant safety, illegal politicking, disclo-
sure of information, employee benefits,
respect for privacy, support for cultural pro-
grams, responsiveness to client complaints

and fair dealing with customers (Moskowitz,
1975).! This index attempted to reflect firms’
actual behavior and it has been used only
for research into the firm’s social responsibil-
ity; however, it has been paradoxically ac-
cused of rather being a measure of reputation
(Ullman, 1985).

One evaluation that did resort to percep-
tual sources was the index made by the
National Association of Concerned Business
Students (1972), which surveyed 300 stu-
dents and asked them to evaluate the social
responsibility of some of the firms included
in the Fortune 500 (Alexander y Buchholz,
1978). Obviously, although this index has
been used only in researches on corporate
social responsibility, its perceptual nature has
raised criticisms of being a measure of repu-
tation and, therefore, not really suitable as an
indicator of corporate behavior (Ullman,
1985).

During the 1980s, and even the beginning
of the 1980s, research using event methodol-
ogy appeared within the tradition of research
on CSP (McWilliams ef al., 1999) to evalu-
ate the impact of responsible or irresponsible
actions by the firm on short-term financial
performance. The studies dealt with several
but again narrow issues ranging from devel-
opment of affirmative action programs
(Wright et al., 1995), disinvestments in South
Africa in the age of apartheid (Meznar ef al.,
1994; Teoh et al., 1999; Posnikoff, 1997;
Wright and Ferris, 1997), plant closures
(Clinebell and Clinebell, 1994) and lawsuits
over discrimination (Wright et al., 1995) to
the announcement of withdrawal of a prod-
uct (Davidson and Worrell, 1992) or failure
to comply with the law (Frooman, 1997).
McWilliams et al. (1999), surveying five pa-
pers dealing with a single aspect of CSP,
obtained mutually inconsistent results and
highlighted the lack of robustness of these
results. From a more theoretical perspective,
McWilliams and Siegel (1997) argue that
event methodology does not seem appropri-
ate for research on CSP, since this calls for
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consideration of the impact of managerial
decisions on all the stakeholders and not
only on shareholders’ interests.

During the 1970s and the beginning of
the 1980s, research on reputation was fo-
cused on analyzing its information content
using Information Theory and Games
Theory (Weigelt and Camerer, 1988). This
literature, still markedly influenced by Indus-
trial Organization, focused on firms’ reputa-
tion for predatory practices when faced with
the threat of new competitors in the sector
(Kreps and Wilson, 1982; Milgrom and Rob-
erts, 1982) and on the quality of products
(Klein and Leffler, 1981; Shapiro, 1983; Allen,
1984) and services (Wilson, 1983; De Angelo,
1981; Rogerson, 1983; Beatty and Ritter,
1986). These papers were markedly norma-
tive, while their empirical analysis was formal-
ist, with a broad mathematical modelling.

At the beginning of the 1980s, Fortune
released Most Admired American Companies
ranking. Executives, directors and market
analysts are surveyed to rate large corpora-
tion on the following eight qualitative at-
tributes: quality of management, quality of
products or services, value as long-term in-
vestment, innovativeness, soundness of finan-
cial position, ability to attract, develop, and
keep talented people, responsibility to the
community and environment, and wise use
of corporate assets. This rating signaled the
incipient convergence between the two per-
spectives. Corporate social responsibility be-
gan to be measured through the attribute
‘responsibility to the community and environment’
(McGuire et al., 1988; Cottrill and Faust,
1991). This approach is not without criti-
cisms. Wood (1995: 198) questions the valid-
ity of the ranking published in Fortune as a
measure of CSP, because ‘it is itself a fatal
blow to using the reputational measure in
any objective sense’. At the same time, re-
searchers in the economic tradition began to
use items from the Fortune survey to analyze
specific aspects of firm reputation, as in the
work of McGuire ef al. (1990) on reputation

for management quality; others (Brown,
1997, 1998) also studied reputation with re-
spect to social behavior; and they even used
the attribute ‘responsibility to the community
and environment’ employed by the sociologi-
cal perspective (McGuire ef al., 1988). The
drawing together of the two perspectives was
such that some sociologically based works,
such as that of McGuire et al. (1988), incor-
porated economic justifications? for the link
between the social responsibility of the firm
and financial performance.

The development of the Theory of the
Firm (Jensen and Meckling, 1976; Freeman,
1984; Clarkson, 1995; Hill and Jones, 1992;
Rajan and Zingales, 1998) has broadened the
description of the firm to include every
stakeholder. This has translated into a widen-
ing of both concepts: reputation to CR, and
corporate social responsibility to include the
evaluation of the firm’ relations with all its
stakeholders (Wood and Jones, 1995; Wad-
dock, 1996). The theoretical enlargement of
the two perspectives, of course, has implied
a redesigning of empirical analyses, and pa-
pers have begun to appear that take into
account the eight factors evaluated by Fortune
magazine, both in the economic literature
(Fombrun and Shanley, 1990; Riahi-Belka-
oui and Pavlik, 1991; Hammond and
Slocum, 1996; Srivastava et al., 1997; Deep-
house, 1997; Roberts and Dowling, 1997;
Cordeiro and Sambharya, 1997; Black ef al.,
2000; Vergin and Qoronfleh, 1998) and in
the sociological literature (Little and Little,
2000; Jones ef al., 2000).

Another alternative measurement that
contains evaluations of the behavior of firms
toward their principal stakeholders (Graves
and Waddock, 1994) is provided by Kinder,
Lydenberg and Domini & Co. (KLD). Al-
though the KLD evaluations have been the
data most widely used in research into CSP,
Sharfman (1996), Waddock and Graves
(1997b) and Brown and Perry (1994) show
that they are related to the reputational
rankings published by Fortune. Sharfman

© 2007 Palgrave Macmillan Ltd. 1363-3589 $30.00

vol. 10,1,60-72 Corporate Reputation Review

65



-;:(- Corporate Social Performance and Corporate Reputation

shows significant although not unbelievably
high correlations, maintained within an in-
terval of 0.3-0.5 depending on the compo-
sition of the items and of the sample. Using
regression analysis, Waddock and Graves
provide evidence that five of the KLD cat-
egories explain more than half the variabil-
ity in the Forfune evaluations. Brown and
Perry, applying correlation and regression
analyses, conclude strong association be-
tween four halo removed items® of the For-
tune and KLD evaluations. These results seem
to show that reputation has at least some
basis in objective reality that makes CSP and
CR have a close interrelation, despite their
differences.

In short, this evolution has taken us from
a concept of CSP based on discretionary or
philanthropic behavior (Carroll, 1979, 1996)
to a wider definition that incorporates all of
the relations of the firm with its stakeholders
(Wood and Jones, 1995; Waddock, 1996;
Waddock and Graves, 1997a). At the same
time, from the economic tradition, the con-
tent of reputation has also been broadened,
going from partial definitions, such as the in-
clination towards certain types of conduct or
the quality of behavior towards a specific
stakeholder (Nelson, 1970; Milgrom and
Roberts, 1986; Wilson, 1983; De Angelo,
1981; Eichenseher and Shields, 1985; Dranove,
1983; Rogerson, 1983; Beatty and Ritter,
1986), to a CR for the fulfillment of every
stakeholder’s expectations (Wartick, 1992; Fo-
mbrun, 2002; Waddock, 2000; Sandberg,
2002). Moreover, this theoretical concurrence
has been accompanied by an empirical con-
vergence that even leads researchers to use
the same databases, although with nominally
distinct interpretations of results. Finally, cross-
references have appeared more and more
frequently between the two traditions (Ham-
mond and Slocum, 1996; Riahi-Belkaoui and
Pavlik, 1991). This parallel development has
brought about confusion. In the next section,
we try to clear up the link and the differ-
ences between CSP and CR.

THE LEGITIMATION PROCESS: THE
THREAD LEADING FROM CSP TO CR

As we anticipated in the previous section,
the evolution of the research tradition sug-
gests CSP as a comprehensive assessment of
firm’s performance with every stakeholders
group (Carroll, 2000; Rowley and Berman,
2000; Jones, 1980). The measure of CSP,
however, is not universal, but contingent on
variables such as time, culture, industry and
context (Rowley and Berman, 2000; Griftin,
2000). In essence, CSP describes the legiti-
macy of the firm’s behavior towards its
stakeholders by the standards of its institu-
tional context at a particular moment in
time. A firm is understood to behave legiti-
mately when its actions are congruent with
soclety’s expectations (Suchman, 1995).
Those expectations are determined by insti-
tutional context: norms, values, beliefs and
social definitions. Therefore, institutional
context is the criterion for evaluating the
legitimacy of the firm’s attitudes towards
stakeholders and thus its social perform-
ance.

Proposition 1: CSP describes the degree of
legitimacy of the firm’s be-
havior by the standards of
its institutional context.

Because the institutional context changes
continuously, CSP has to be redefined at
each moment in time. Companies face grow-
ing complexity in the institutional context
in which they interact. These transforma-
tions affect the relations of the firm with its
stakeholders. Through time institutional
context has begun to take into account pre-
viously ignored issues such as pollution,
solidarity behaviors, etc, and these changes
influence how the stakeholders think and
what they expect in their relations with
firms. In fact, the definition of Corporate
Social Responsibility and therefore of a good
social performer has shifted over time. Firms
are in a continual process of legitimation,
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trying to evolve in step with the changes in
social norms, beliefs, values and definitions
(Carroll, 1996). A firm whose performance
on a particular issue leads or lags the evolu-
tion of societal expectations will lose its
organizational legitimacy (Zyglidopoulos,
2003); one that stays in step will experience
a constant acceptance by its stakeholders and
by society in general.

The firm’s audiences — economic agents
— will observe that it consistently meets so-
cial expectations in its relations with its
stakeholders, and will translate past firm per-
formance into expectations about future
performance. That is, when a firm is a good
social performer, adapting to different insti-
tutional contexts over time, it consolidates
its CR stock. In contrast, a firm that lags
behind the evolution of the institutional
context is not a good social performer, and
this will reduce its CR.

In this sense, CR is an asset of social con-
struction (Fombrun and Rindova, 1994),
created and maintained through a process of
legitimation (Rao, 1994) that involves a con-
tinuous succession of specific evaluations of
the firm’s actions by the standards of the
institutional context at any given moment.
After long observation, the accumulation of
homogenous evaluations of firm’s social per-
formance in successive periods generates a
CR (Logsdon and Wood, 2002), because
stakeholders translate past firm’s social per-
formance into expectative of future behavior
(Weizsacker, 1980; cited by Wailliamson,
1985).We can therefore deduce that the par-
allelism between the research on CSP and
that on CR 1is rooted in the interaction be-
tween the two concepts through the process
of legitimation.

Proposition 2: CR is consolidated through
legitimation as the accumu-
lation of similar social per-
formances by the firm over
time.

CSP is an objective variable, because it de-
scribes the behavior of the firm with every
stakeholder in a given institutional context
at a moment of time. CSP is also a flow
variable, because a firm may change its social
performance at every moment of time. A
good social performer may fail to adapt to
changes in the institutional context and
become a poor social performer; a poor so-
cial performer can change its behaviors,
adapting them to the institutional context,
and become a good social performer.

Proposition 3: CSP is an objective flow
variable.

In contrast, CR is a perceptual variable, because
CR is the aggregation of the stakeholders’
expectations about the future behavior of the
firm. Furthermore, CR is a stock variable, be-
cause its value at a given moment of time is
not independent of its value in the past. Indeed,
CR depends on the firm’s social performance
in the past and the present (Schultz ef al.,2001),
because the firm’ fulfillment of stakeholders
interest in the past, generates expectative of
fulfillment in the future.

Proposition 4: CR is a perceptual stock
variable.

So CSP relates to CR the same way pub-
licity investment relates to image. Investment
in publicity may change every year, and its
accumulative effect makes up image. Image
does not change every year, but its value is
determined by its past value and publicity
investment at present. Despite essential dif-
ferences — the objective and precise nature
of CSP compared with the subjective and
intertemporal nature of reputation — their
mutual link with legitimation means that
there are many points in common in the
research (Figure 1).

CONCLUSION
The parallel evolution of CR and CSP con-
cepts has developed in a rapprochement of
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Figure 1: The relation between corporate social performance (CSP) and corporate reputation

methodologies between research on CSP
and research on CR. In fact, analyses of both
lines of research have been done with the
same variables, data and methodologies,
hence reaching fundamentally identical re-
sults, although their interpretations have
been different. This convergence makes the
contributions of the two approaches mutu-
ally enriching, but sometimes muddling. The
convergence between both lines of research
is not but a consequence of their closeness.
CR and CSP include firm’s relations with
every stakeholder in their definition. CSP,
however, is an objective variable whereas
CR is a perceptual variable. That is, CSP is
a comprehensive assessment of firm’s fulfil-
ment of stakeholders expectations, whereas
CR is the firm’s perceived capacity to meet
stakeholders expectations. In essence, CSP
describes how the firm delivers value at a
moment of time among stakeholders and
CR is the perception of how the firm is
going to deliver value in the future. One is
objective, the other perceptual; one describes
the past, the other predicts the future.

What links them is the process of
legitimation. A good firm performance over
time consolidates CR because past fulfil-
ment of stakeholders expectations generates
an expectation of future fulfilment. To gen-
erate this expectation, the firm seeks legiti-
mation by adapting its behaviors to the in-

stitutional context at each moment of time.

Notes

1 Many studies have been done using the data given
by Moskowitz, such as those of Sturdivant and
Ginter (1977) and Vance (1975), which analyze the
link between corporate social responsibility and
financial performance.

2 In fact, these authors argue that stakeholders in
firms that behave responsibly have confidence in
the satisfaction of their implicit rights and therefore
will not demand the explicit formalization of these
rights, a formalization that would carry costs and
thus would ultimately harm corporate financial
performance.

3 Fortune’s data after applying Brown and Perry’s
method to remove financial performance bias of
executives and industry analyst in their qualitative
ratings on firms.
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