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ABSTRACT

This study explores how the characteristics of the stakeholder environment shape business model innovation and corporate sus-
tainability by analysing survey responses from 870 top and middle managers in Denmark, Norway, and Sweden. The findings
demonstrate that the level and consistency of stakeholder demands are positively related to business model innovation and corpo-
rate sustainability. In environments with high stakeholder demands, organizations are more likely to innovate business models
and pursue sustainability activities. Moreover, the moderating effect of resource availability is positive for the level of stakeholder
demands but negligible for demand consistency. The study provides new insights on the stakeholder-related antecedents of busi-
ness model innovation. Moreover, it contributes to corporate sustainability research by indicating that the level and consistency
of stakeholder demands in general influence commitment to corporate sustainability. Demanding stakeholders are an important

driver of organizational changes.

1 | Introduction

Stakeholder theory has found a big audience within the field of
business ethics, corporate social responsibility (CSR), and cor-
porate sustainability (Freeman et al. 2010). The theory has been
frequently used to analyze business and society relationships,
and stakeholders are often directly referenced in definitions
of corporate sustainability and corporate social responsibil-
ity (Dahlsrud 2008; Horisch et al. 2014; Montiel and Delgado-
Ceballos 2014). More recently, stakeholder thinking has also been
embedded in the fast-growing literature on business models for
sustainability, which focuses on how companies can create, de-
liver, and capture value in accordance with the needs and wants
of a broad set of stakeholders (Bocken et al. 2014; Freudenreich
et al. 2020). Within this literature, a stakeholder perspective is
also important for understanding how organizations innovate

their business models to better address social and environmen-
tal concerns. Fundamentally, business model innovation for
sustainability aims to create value for stakeholders by improv-
ing the sustainability impacts of activities within the organiza-
tion and in its larger value network (Bocken et al. 2014; Dembek
et al. 2023; Geissdoerfer et al. 2018).

However, the exact relationship between stakeholders, corpo-
rate sustainability, and business model innovation remains
somewhat blurry. There is only partial knowledge about how
stakeholder environment characteristics shape business model
innovation and corporate sustainability, respectively. For in-
stance, the nature of an organization's stakeholder relationships
has not been explicitly included in recent models for measur-
ing the association between business model innovation and
corporate sustainability (Kajtazi et al. 2023; Klein et al. 2021;
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Pedersen et al. 2018). This is noteworthy because corporate sus-
tainability literature has historically emphasized relationships
between the magnitude and consistency of stakeholder demands
and the organization's social and environmental commitments
(Darnall et al. 2010; Ferrén-Vilchez et al. 2017; Henriques and
Sadorsky 1999; Pedersen and Gwozdz 2014; Rueda-Manzanares
et al. 2008). More generally, there is limited evidence of the
relationship between the stakeholder environment and busi-
ness model innovation (Foss and Saebi 2017; Saebi et al. 2017).
Stakeholders are likely to shape an organization's ability to re-
configure its business architecture and develop new offerings,
which will, in turn, benefit stakeholders (Dembek et al. 2023;
Rosati et al. 2023). Accordingly, Amit and Zott (2015) consider
stakeholder activities as a key antecedent of business model
design.

This study aims to examine the relationship between stake-
holder demands and the level of business model innovation
and corporate sustainability. We posit that business model
changes and commitment to corporate sustainability are
shaped by managerial perceptions of the stakeholder environ-
ment. Our focus is restricted to organizational stakeholders—
those groups and individuals who “are directly related to an
organisation and have the ability to impact the bottom line di-
rectly” (Henriques and Sadorsky 1999, 89). Prior evidence indi-
cates that managers primarily orient themselves toward these
stakeholder categories (Pedersen et al. 2017). Empirically, the
study analyses quantitative data collected through an online
survey of 870 managers in three Nordic countries: Denmark,
Norway, and Sweden. The survey responses provide insights
on how managers across countries, sectors, and differently
sized organizations perceive the relationships between orga-
nizational stakeholders, business model innovation, and cor-
porate sustainability.

The results indicate that stakeholder demands in general influ-
ence business model innovation and corporate sustainability.
Organizations perceiving themselves as operating in an envi-
ronment characterized by high stakeholder demands are more
likely to invest in innovation and corporate sustainability. These
stakeholder demands do not necessarily have to address social
and environmental issues. This study enriches the literature by
advancing existing knowledge of the stakeholder-related drivers
of business model innovation and corporate sustainability (Foss
and Saebi 2018; Pedersen et al. 2018). Although there is some ev-
idence of a relationship between business model innovation and
corporate sustainability, the internal and external antecedents
of this relationship are little understood. Essentially, we con-
sider the nature of stakeholder relationships as foundational for
how organizations self-organize, innovate their business model,
and address social and environmental concerns.

2 | Hypothesis Development

There are numerous definitions of business models (for an over-
view, see Foss and Saebi 2018; Geissdoerfer et al. 2018). This
study uses the term “business model” to describe the logic of
how an organisation creates, delivers, and captures value (Foss
and Saebi 2017; Osterwalder and Pigneur 2010; Teece 2010). The
language of business models emerged in the 1990s amid the

dot-com boom but gradually became integrated into mainstream
management vocabulary (Liideke-Freund and Dembek 2017).
While the early business model literature focused on value cre-
ation, delivery, and capture from a commercial perspective, the
concept was later adopted by scholars and practitioners within
the field of corporate sustainability, defined broadly as organi-
zational activities “demonstrating the inclusion of social and
environmental concerns in business operations and in inter-
actions with stakeholders” (Van Marrewijk 2003, 102). Today,
there are considerable studies examining sustainable business
models and related subcategories, including circular (Bocken
and Konietzko 2022), sharing (Netter et al. 2019), sufficiency-
driven (Bocken and Short 2016), and frugal business models
(Rosca et al. 2017). Central to the literature on sustainable busi-
ness models is the expansion of organizational horizons from
(1) commercial success to social, environmental, and economic
value; (2) customer orientation to a stakeholder perspective; and
(3) focus on short-term financial results to long-term societal im-
pacts (Dembek et al. 2023; Rosati et al. 2023).

Business model innovation, a more recent subfield of the
broader business model literature, addresses “designed, novel,
and nontrivial changes to the key elements of a firm's [business
model] and/or the architecture linking these elements” (Foss
and Saebi 2017, 216). While debate continues over what consti-
tutes business model innovation, the phenomenon is generally
acknowledged to extend beyond traditional product and service
development to the broader mechanisms by which the organi-
sation creates, delivers, and captures value (Chesbrough 2010;
Foss and Saebi 2018). A research stream has evolved around the
intersection between business model innovation and corporate
sustainability (Evans et al. 2017). Examples of business model in-
novation for sustainability include the development of new shar-
ing platforms and base-of-the-pyramid solutions (Geissdoerfer
et al. 2018). While traditional business model innovation has a
customer-centric approach, business model innovation for sus-
tainability has a broader purpose and considers wider impacts
on society and the environment (Bocken and Geradts 2020).

Despite being conceptually and practically distinct, business
model innovation and corporate sustainability have been
merged in the literature. Business model innovation does not
necessarily improve corporate sustainability performance, and
corporate sustainability activities do not necessarily require
business model innovation. However, few studies have explicitly
examined the relationship between business model innovation
and corporate sustainability as separate phenomena. Kajtazi
et al. (2023) a positive relationship between business model in-
novation and corporate sustainability among companies in the
Western Balkan countries. Similar findings were reported in a
study on Nordic fashion companies, which identified a relation-
ship between business model innovation and corporate sustain-
ability (Pedersen et al. 2018). The results appear to have been
influenced by the underlying cultural orientation: organiza-
tions dominated by flexibility values were found to demonstrate
higher levels of business model innovation and corporate sus-
tainability than organizations with more mechanistic character-
istics (Pedersen et al. 2018).

Based on the available evidence, we posit that there is a positive
relationship between business model innovation and corporate
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sustainability. Innovative companies are expected to have or-
ganizational characteristics that better equip them to address
corporate sustainability. For instance, companies with flexible
boundaries (e.g., across functions and professions) that allow
knowledge sharing and collaboration are expected to be more
innovative and sustainable (Hoffman 2010; Risi et al. 2023). We
thus propose:

Hypothesis 1. Business model innovation is positively related
to corporate sustainability.

Stakeholder theory focuses on the relationships between the
groups and individuals with stakes in an organisation (Parmar
et al. 2010). Fundamentally, it posits that an organisation has
responsibilities towards the groups and individuals who influ-
ence and/or are influenced by its conduct, and that managing
with their interests in mind is a better way to run a business
(Freeman et al. 2007; Harrison and Wicks 2013). As Dmytriyev
et al. (2021, 144) note, “in stakeholder theory, one of the core
tasks for managers is generating mutual benefits for various
stakeholders.” Stakeholder theory is fundamentally based on a
collaborative and relational perspective emphasizing how orga-
nizations can create value for all constituents, such as sharehold-
ers, customers, suppliers, employees, and the local community
(Freeman and Velamuri 2006). Although the theory's roots
stretch back to (at least) the 1960s, the field was mainstreamed
in R. Edward Freeman's landmark book, Strategic Management:
A Stakeholder Approach, which defines a stakeholder as: “any
group or individual who can affect or is affected by the achieve-
ment of the organization's objectives” (Freeman 1984, 46). The
definition remains a common point of reference, though the
exact meaning of “stakeholder” remains debated.

Originally introduced as a strategic management approach
(Freeman 1984), stakeholder thinking has subsequently perme-
ated other academic fields, including corporate sustainability and
corporate social responsibility (Dmytriyev et al. 2021; Montiel and
Delgado-Ceballos 2014). As noted by Horisch et al. (2014, 328), “[s]
takeholder theory is one of the major, if not the most frequently
used, approaches in social, environmental, and sustainability
management research.” Relevant to the present study, research has
explored the relationship between stakeholder relationships and
corporate sustainability (Castellano et al. 2022; Darnall et al. 2010;
Murillo-Luna et al. 2008). For instance, Rueda-Manzanares
et al. (2008) concluded that stakeholder integration capability is
related to the adoption of an environmental strategy. Moreover,
Aragén-Correa et al. (2008) found links between stakeholder
management capabilities and proactive environmental strategies
in small companies. Therefore, research indicates a strong associ-
ation between stakeholder relationships and corporate sustainabil-
ity (Lee et al. 2018; Wolf 2014).

There is significantly less research on the relationship between
the stakeholder environment and business model innovation. This
gap reflects a general paucity of empirical studies of the anteced-
ents of business model innovation (Foss and Saebi 2017; Saebi
et al. 2017). However, the importance of internal and external
stakeholders is generally acknowledged in the literature on busi-
ness model innovation (Amit and Zott 2015; Chesbrough 2010;
Foss and Saebi 2017; Saebi et al. 2017). It is difficult to envision the
development of new business models without interaction with key

stakeholders such as employees, suppliers, and customers, given
that a business is constituted by the set of relationships between its
stakeholders (Dmytriyev et al. 2021). For instance, a case study in
the aerospace industry demonstrated how business models evolve
through interplay between key business partners in a stakeholder
network (Ferreira et al. 2013). Ma and Chen (2025) also suggest a
positive relationship between stakeholder pressures from regula-
tors and customers and a company's product and process innova-
tion. Overall, the ability to recognize, understand, and respond to
stakeholder demands is an important management skill that helps
the organisation evaluate business opportunities and balance op-
positional demands during the innovation process (Bocken and
Geradts 2020; Watson et al. 2018). Conversely, failure to under-
stand and interact with stakeholders makes it difficult to develop
new, successful business models (Geissdoerfer et al. 2018).

This study predicts that stakeholder demands are positively re-
lated to business model innovation (see Hypothesis 2 below).
Demanding stakeholders are more likely to receive management
attention and inspire reflections about the current business
model, leading in turn to new innovations. Conversely, organi-
zations facing few demands from stakeholders will have little
incentive to rethink their business model (Velter et al. 2022).
Likewise, we expect a positive relationship between stakeholder
demands and corporate sustainability (Hypothesis 3). Extant
literature suggests that pressures from internal and external
stakeholders are positively related to the firm's commitment to
corporate sustainability, although this relationship can depend
on the stakeholder group in question and the type of corporate
sustainability activity (Adomako and Tran 2022; Broccardo
et al. 2023; Ernst et al. 2022; Rhee et al. 2021). Organizations op-
erating in demanding stakeholder environments have a greater
incentive to proactively approach corporate sustainability. As
Sarkis et al. (2010, 164) note, “stakeholder pressures result in
significant motivation for organisations to adopt various envi-
ronmental practices.” The incentive is likely to be stronger for
demands from primary stakeholders with direct influence on
the organisation (Barnett 2019). Conversely, organisations ex-
periencing few demands from stakeholders have little reason to
reduce risks or seek new opportunities through corporate sus-
tainability. Therefore, we propose:

Hypothesis 2. Stakeholder demands are positively related to
business model innovation.

Hypothesis 3. Stakeholder demands are positively related to
corporate sustainability.

Stakeholder theory assumes that stakeholder interests in-
creasingly align over time (Freeman et al. 2007; Freeman and
Velamuri 2006). It also posits that systematic neglect of the
demands of key stakeholder groups is unsustainable, although
trade-offs and prioritizations tend to be inevitable in the short
term. This harmonious view of stakeholder thinking seems to
diverge from recent academic discussions of tensions and par-
adoxes, which assume that opposing demands are built into
the fabric of an organisation (Gaim et al. 2021; Van der Byl and
Slawinski 2015). Scholars also suggest that tension is inherent to
corporate sustainability as it obligates balancing economic, so-
cial, and environmental goals, which are not always congruent
(Haffar and Searcy 2019).
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The consistency of stakeholder demands is likely to influence
business model innovation and corporate sustainability, al-
though this relationship can vary. Competing stakeholder
demands create a more complex environment that may in-
spire organisations to make minor adjustments rather than
big changes in strategy and operations (Rueda-Manzanares
et al. 2008). However, some studies indicate that conflicting
stakeholder demands can also inspire change. For instance,
Pedersen and Gwozdz (2014) found that consistent demands
for corporate sustainability inspired fashion companies to be
conformists rather than opportunity seekers. However, their
study only covered stakeholder demands linked to corpo-
rate sustainability, not general demands from organizational
constituents.

This study predicts that the consistency of stakeholder de-
mands is positively related to both business model innovation
(Hypothesis 4) and corporate sustainability (Hypothesis 5).
Consistent stakeholder demands lower complexity, making it
less risky to invest in new products, services, and solutions,
as well as easier to implement corporate sustainability in
organisations and value networks. Upstream, lack of con-
sistency in the needs and wants of the supplier base can im-
pede innovation and supply chain sustainability (Wolf 2014).
Downstream, the commercial success of business model in-
novation and corporate sustainability ultimately depends on
customer demands and willingness to pay (Osterwalder and
Pigneur 2010). Inconsistent customer demands will make it
difficult to align company offerings with market expectations.
In summary, business model innovation and corporate sus-
tainability are expected to be easier when the organisation
operates in an environment with consistent stakeholder de-
mands. We thus propose:

Hypothesis 4. Consistency in stakeholder demands is posi-
tively related to business model innovation.

Hypothesis 5. Consistency in stakeholder demands is posi-
tively related to corporate sustainability.

How an organisation responds to stakeholder demands depends
on its capacity. The role of resource availability has received
little attention in business model innovation research but has
long been studied in the general innovation and sustainability
literature (Nohria and Gulati 1996; Waddock and Graves 1997).
For instance, financial constraints have been identified as a
common internal barrier to corporate sustainability (Delgado-
Ceballos et al. 2012). Resource constraints have also been
associated with a higher risk of short-termism, whereby the or-
ganisation tends to favor investments that will quickly generate
a return on investment (Slawinski and Bansal 2015). However,
the effects of resource scarcity on innovation and corporate sus-
tainability are not uniform (Lu et al. 2023; Voss et al. 2008). For
instance, Nohria and Gulati (1996) suggest a U-shaped curve,
indicating that both too little and too much resource slack can
constrain innovation. Regarding corporate sustainability, it has
also been suggested that organisations with abundant resources
have more power to lobby against, and otherwise resist, new
stakeholder demands (Darnall et al. 2010). Moreover, the role
of resource scarcity in organizational responses to stakeholders
appears to depend on the institutional context (Xiao et al. 2018).

This study predicts that the level of resource availability will
moderate the relationships of stakeholder demands with busi-
ness model innovation and corporate sustainability. Existing
evidence indicates that resource scarcity can bring tension
and negatively influence organizational performance (Miron-
Spektor et al. 2018). Regarding corporate sustainability, organi-
sations with slack resources are likely to have greater leverage in
responding to stakeholder pressures (Xiao et al. 2018). Moreover,
resource availability makes it easier for managers to introduce
corporate sustainability activities without experiencing push-
backs from other parts of the organisation (Lu et al. 2023). In
summary, access to financial, human, and technical resources
allows organisations to invest in new initiatives based on sig-
nals from the stakeholder environment, whereas organisations
with fewer resources have fewer opportunities to explore new
business prospects and introduce corporate sustainability initia-
tives. We thus propose:

Hypothesis 6. Resource availability moderates the relation-
ships between stakeholder demands and business model innova-
tion (Hé6a), stakeholder demands and corporate sustainability
(H6b), and business model innovation and corporate sustainabil-
ity (H6c).

3 | Methodology

The hypotheses were tested by analysing data collected through
a survey conducted by an external data provider between
November and December 2022. Respondents were selected from
a citizen panel in three Nordic countries (Denmark, Norway,
and Sweden) based on their job status (full-time or part-time
employment) and organisation size (10 or more employees). A
total of 21,933 citizens were invited to participate, of which 7144
completed the survey—a 32.6% response rate. The respondents
comprised top managers (3.4%), middle managers (22.1%), and
staff with no management responsibilities (74.4%) and repre-
sented a wide variety of sectors, of which health (11.5%), edu-
cation (11.2%), and manufacturing (9.7%) were most common.
There were a relatively equal proportion of males (49.3%) and
females (50.7%). For the purpose of this study, we only included
responses from top and middle managers (IN=3870), assumed to
be better positioned to answer questions concerning strategy
and business model innovation. However, to test the robustness
of our findings, we also ran the tests with the sample expanded
to include employees without management responsibilities.
Overall, the findings show consistency across all respondent
categories irrespective of employment status. A possible ex-
planation is that most respondents work in smaller organisa-
tions where all staff members have knowledge of strategy and
operations.

3.1 | Measurement of Variables

3.1.1 | Corporate Sustainability

Corporate sustainability (CORP_SUS) is an umbrella term cov-
ering various social and environmental activities. Drawing on

the literature, we developed a list of nine corporate sustainabil-
ity activities linked to three core organizational stakeholders,
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two internal and one external: managers/owners (MANOWN),
employees (STAFF), suppliers, and customers (EXT). The items
were derived from existing scales used to measure corporate sus-
tainability (Banerjee 2003; Murillo-Luna et al. 2008; Pondeville
et al. 2013):

+ Management has formulated clear social and environmen-
tal goals (MO_1).

« Management has initiated a number of concrete social and
environmental improvements (MO_2).

« Management considers social and environmental conse-
quences when making important decisions (e.g., on invest-
ments and new products) (MO_3).

« Management measures and reports on social and environ-
mental performance (MO_4).

« Staff members are offered training and education on social
and environmental topics if needed (S_1).

« Staff members receive sufficient resources (e.g., time and
budget) to implement social and environmental improve-
ments (S_2).

« Staff members are recognised and/or rewarded for contrib-
uting to social and environmental improvements (S_3).

« My organisation sets social and environmental require-
ments for suppliers (E_1).

« My organisation encourages customers to make socially
and environmentally friendly choices (E_2).

3.1.2 | Business Model Innovation

This study measures the construct BMI using the nine-
item scale developed by Pedersen et al. (2018), itself based
on Osterwalder and Pigneur's (2010) business model can-
vas. Respondents were asked to assess the strategic focus of
their workplace in nine dimensions, answering on a seven-
point scale:

» Value proposition: 1=Focus on improving EXISTING
products and/or services. 7=Focus on developing NEW
products and/or services (BMOD_1).

» Customer segments: 1=Focus on serving EXISTING mar-
kets and customer segments. 7=Focus on serving NEW
markets and customer segments (BMOD_2).

« Keyresources: 1 =Focus on nurturing EXISTING resources
and competencies (technology, people, IT systems, etc.).
7=TFocus on developing and/or acquiring NEW resources
and competencies (BMOD_3).

« Key activities: 1=Focus on improving EXISTING pro-
cesses and activities (design, logistics, marketing, etc.).
7=Focus on developing NEW processes and activities
(BMOD_4).

» Key partnerships: 1=Focus on deepening relationships
with EXISTING partners (suppliers, distributors, end-
users, etc.). 7=Focus on establishing relationships with
NEW partners (BMOD_5).

« Customer relationships: 1=Focus on improving
EXISTING tools for building customer relationships
(personal service, memberships, etc.). 7=Focus on de-
veloping NEW tools for building customer relationships
(BMOD_6).

« Channels: 1=Focus on selling products and/or services
through EXISTING channels (own stores, partner stores,
online, etc.). 7=Focus on selling products and/or services
through NEW channels (BMOD_7).

» Cost structure: 1=Focus on minimizing EXISTING oper-
ational costs. 7=Focus on developing a NEW operational
cost structure (BMOD_8).

« Revenue streams: 1=Focus on improving sales from
EXISTING revenue streams (products, services, leasing,
etc.). 7=Focus on developing brand NEW ways of generat-
ing revenue (BMOD_9).

3.1.3 | Stakeholder Demands

To measure this construct (STK), respondents were asked
about five key constituents: managers, owners, employees,
customers, and suppliers. These stakeholders are essential
to organisation survival, business model operations/devel-
opment, and corporate sustainability activities (Buysse and
Verbeke 2003; Osterwalder and Pigneur 2010). First, we
asked respondents to indicate the level of stakeholder de-
mands (STK_LEV): To what extent is your organisation met
with demands from the following stakeholder group on a daily
basis? Responses were rated on a seven-point scale (1 =No/
very few demands; 7= Very high demands). Second, we asked
respondents about the consistency of stakeholder demands
(STK_CON): To what extent are the various demands of this
stakeholder group consistent with the demands of other stake-
holders? Responses were rated on a seven-point scale (1 =Very
little consistency; 7= Complete consistency).

3.1.4 | Measurement of Resource Availability

We measured the construct resource availability (RES_AB) by
asking respondents to indicate their level of agreement with two
statements regarding their job situation (1 =Strongly disagree,
7 =Strongly agree):

« My organisation is doing well financially (RA_1).

« My organisation has resources (budget, staff, tools, etc.) to
run daily operations and invest in relevant developmental
activities (RA_2).

3.1.5 | Control Variables

Organisation size is generally expected to influence the scale
and scope of corporate sustainability (Wickert et al. 2016).
For instance, large organisations adopt more formal-
ized approaches to corporate sustainability (Morsing and
Spence 2019). They are also more visible in the business
landscape and, hence, have a greater incentive to adopt
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FIGURE1 | Model 1 (M1).

corporate sustainability to reduce reputational risk (Jackson
and Apostolakou 2010). In this study, we controlled for organ-
isation size (SIZE), as well as SECTOR and COUNTRY.

3.1.6 | Analysis Method

Structural equation modelling (SEM) was used to test the valid-
ity of the hypotheses. The two most popular methods are par-
tial least squares (PLS-SEM) and covariance-based SEM (Dash
and Paul 2021). We chose the former for three reasons: (1) the
presence of higher-order formative constructs in the tested
models, (2) the non-normality of the survey data, and (3) the
use of bootstrapping to test the moderation hypothesis (H6a-c)
(Hair Jr. et al. 2017, 2019). In particular, non-normal survey
data makes PLS-SEM a better choice than traditional regres-
sion techniques (Hair Jr. et al. 2019). Calculations were per-
formed in SEMinR, an R package (version 4.1.2) for SEM (Ray
et al. 2021). Hypothesis testing was based on 2000-iteration
bootstrapping, along with Aguirre-Urreta and Ronkkd's (2018)
percentile method for confidence intervals (Hair Jr. et al. 2017).

3.1.7 | Models for Hypothesis Testing
Figures 1-3 show the three models used to test hypotheses 1-6.

Model 1 (M1) tests the effects of STK_LEV, an exogenous con-
struct, on BMI and CORP_SUS (H2 and H3). Next, Model 2 (M2)
tests the same effects of STK_CON, an exogenous construct (H4
and H5). In Model 3 (M3), STK_LEV and STK_CON are com-
bined in the second-order construct STK, and the same relation-
ships are investigated (H2-HS5). The effects of BMI on CORP_SUS
(H1) and the moderating role of resource availability on all the
studied relationships (H6a-c) are tested in all three models.

The rationale for splitting the examined relationships between
three models derives from the mechanics of PLS-SEM. M1 is

(nominal)

COUNTRY
(nominal)

SIZE
(ordinal)

needed to explicitly test the effect of stakeholder demands on
corporate sustainability and business model innovation (H2
and H3). The same is true for M2 (H4 and H5). M3 repeats the
test in H2-H5 by slightly changing how the level and consis-
tency of stakeholder demands are represented. In M1 and M2,
the effects of STK_LEV and STK_CON are tested separately,
whereas M3 evaluates their joint effect as one higher level con-
struct. Coherence or incoherence in the results will provide ad-
ditional information about the patterns of effects of stakeholder
demands on corporate sustainability. An analogous explana-
tion applies to the testing of H1 and H6: the evaluation tests
whether changing the main endogenous construct—level and
consistency of stakeholder demands—indirectly affects the re-
lationship between business model innovation and corporate
sustainability and the moderating effect of resource availability.

4 | Results
4.1 | Evaluation of Lower-Order Constructs

Each measurement model was evaluated starting from lower-
order constructs and then moving on to higher-order constructs
(Sarstedt et al. 2019). In M1 and M2, six first-order constructs
were tested in the first step (STK_LEV/STK_CON, BMI, RES_
AB, MANOWN, STAFF, and EXT) and one second-order con-
struct was assessed in the second step (CORP_SUS). In M3,
an additional second-order construct was tested in the second
step (STK). All constructs are formative, except for resource
availability (RES_AB). Considering the similarity between the
models and their assessment outcomes, a broad description is
provided here. The approach to construct validation follows the
recommendations of Hair Jr. et al. (2021).

Beginning with resource availability (RES_AB), in each model
the loadings of its two indicators are above 0.708, confirm-
ing acceptable construct-indicator correlation. The internal
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FIGURE2 | Model 2 (M2).
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FIGURE3 | Model 3 (M3).

consistency measures pg, p,, and « are all close to the “good” and 0.912, 0.815, and 0.808 for M3. Average variance extracted
threshold of 0.9 (Diamantopoulos et al. 2012; Joreskog 1971): (AVE) is above 0.5 in each case, indicating that the construct has
0.914, 0.818, and 0.811 for M1; 0.914, 0.819, and 0.813 for M2; convergent validity (Hair Jr. et al. 2017). Finally, discriminant
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validity was assessed using the heterotrait-monotrait (HTMT)
criterion (Henseler et al. 2015) to test the correlation between
resource availability (RES_AB) and its related constructs (level
and consistency of stakeholder demands, business model inno-
vation, and corporate sustainability). The bootstrapped correla-
tions did not exceed 0.5 for any pair in each model. This value is
significantly below Henseler et al.'s (2015) conservative threshold
of 0.85, indicating that the level of correlation is not problematic.

To validate the formative constructs, three aspects were con-
sidered: collinearity, weight significance, and indicator load-
ings. Collinearity was assessed through variance inflation
factors (VIFs). All VIFs were below both the recommended
threshold of 5 and the more conservative threshold of 3 (Becker
et al. 2015; Hair Jr. et al. 2021). Conversely, some indicators had
nonsignificant weights. For example, in M3 the weights of two
BMI indicators (BMOD_2 and BMOD_8) were not significant.
However, all indicators with nonsignificant weights but boot-
strapped loadings significantly below the 0.5 threshold value
were included in the measurement model (Hair Jr. et al. 2021).
In M2 and M3, the corporate sustainability indicator MO_4
had a nonsignificant weight and a bootstrapped loading below
0.5. As recommended by Hair Jr. et al. (2021), this indicator
was eliminated. For consistency, MO_4 was also eliminated
from M1 despite having a bootstrapped loading above 0.5.

4.2 | Evaluation of Higher-Order Constructs

Before evaluating the structural models, the validity of the two
second-order constructs was assessed: CORP_SUS in M1-3 and
STK in M3. For both constructs, a disjoint two-stage approach
was adopted (Agarwal and Karahanna 2000; Becker et al. 2012;
Jarvis et al. 2003).

As for the lower-order constructs, collinearity, weight signifi-
cance, and indicator loadings were assessed (Hair Jr. et al. 2021).
Some VTFs are slightly above the more conservative threshold of
3 (e.g., 3.014 for STAFF in M1); however, all VIFs are much lower
than the recommended threshold of 5, so collinearity can be ex-
cluded for the second-order constructs too. The weights are all
positive and significant except in a small number of cases (e.g.,
t-stat of 1.864 for STAFF in M1). Since no loadings are signifi-
cantly below 0.5, the higher-order constructs are considered to
behave well.

Finally, before evaluating the models, common method bias
(CMB) was tested using Harman's single-factor test, selected
because of its straightforward implementation, conservative
outcome, and wide acceptance among management scholars
(Fuller et al. 2016; Kock et al. 2021). In all three models, the per-
centage of variance explained by the single fictitious factor built
for the test is below the 50% threshold (always between 25% and
30%), indicating that CMB is not serious.

4.3 | Evaluation of the Structural Model
and the Hypotheses

Collinearity is first excluded as the VIFs of the only endoge-
nous construct, CORP_SUS, are below 3 in each model (Hair

Jr. et al. 2021). Thus, the models can be used to evaluate the
hypotheses. The evaluation was conducted using a two-stage
procedure to derive the composite scores of the second-order
constructs and then bootstrap the results (Chin et al. 2003;
Sarstedt et al. 2019; Streukens and Leroi-Werelds 2016). The
relevant measures resulting from the procedure—path signifi-
cance, R?, f2, and indirect effects—are reported for each model
in Figures 4-6, respectively.

The results for M1 (Figure 4) address H1, H2, H3, and Hé6a-c,
while the M2 results (Figure 5) address H1, H4, H5, and H6a-c.
All the hypotheses can be evaluated using the M3 results
(Figure 6).

Starting with M1, STK_LEV has a moderate, very significant
effect on CORP_SUS (0.193), suggesting the validity of H3. Its
effect on BMI is higher and equally significant (0.223); there-
fore, H2 can be considered valid too. Regarding H1, the effect of
BMI on CORP_SUS is smaller than the two effects of STK_LEV
(0.156) but equally significant. To help interpret the result, the
indirect effect of STK_LEV on CORP_SUS through BMI was
also evaluated. Though somewhat low (between 0.02 and 0.05),
the effect is highly significant, suggesting that it is unlikely to
be explained by chance. One interpretation of these patterns is
that stakeholder demands for more corporate sustainability are
satisfied with only a marginal impact on firms' business models
(Calabrese et al. 2023). For instance, organisations can replace
polluting materials with environmentally friendly alternatives
and introduce social and environmental standards into supply
chains without innovating their business models. Stakeholder
demands for more business model innovation have little posi-
tive impact on corporate sustainability. Conversely, firms are
keen to incorporate stakeholder demands for more innovation
in their business models (the beta for STK_LEV — BMI is high-
estin M1).

Regarding H6a-c, the effect of resource availability (RES_AB)
is heterogeneous. As expected, its direct effects on BMI and
CORP_SUS are high and significant (0.109 and 0.233, respec-
tively). These findings support the slack resources hypothesis,
which posits that resource availability is a precondition for in-
vesting in corporate sustainability (Lu et al. 2023; Waddock and
Graves 1997). Rejecting H6a and Héc, the moderated effects are
nonsignificant (H6a and Héc) for (1) the level of stakeholder de-
mands on business model innovation (STK_LEV*RES_AB —
BMI) and (2) business model innovation on corporate sustain-
ability (BMI*RES_AB — CORP_SUS). By contrast, the mod-
erated effect of the level of stakeholder demands on corporate
sustainability (STK_LEV*RES_AB — CORP_SUY) is signifi-
cant, supporting H6b. The first finding suggests that organisa-
tions align with stakeholder demands to innovate their business
models, irrespective of resource availability. Conversely, the
third finding indicates that resource availability reinforces the
relationship between stakeholder demands and corporate sus-
tainability. Overall, corporate sustainability seems to be sensi-
tive to resource availability, supporting the prior finding that
slack resources have less explanatory power for organizational
responses to stakeholder demands in countries with high sus-
tainability performance (Xiao et al. 2018). A slightly more neg-
ative interpretation is that corporate sustainability may still be
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R%:0.075
BMI
Bq: 0.156%*+* [HI]
:0.223% [H2 : 0.109%** 2.1 -
fi 2] Bt — 0.014 [Hea] | f*:0.031
f%0.051 B;: —0.007 [H6c]
N 2%k . ok 3
STK_LEV B;:0.083** [Heb] Ba: 0.193 %+ [H3] CORP SUS
£20.070
IE [0.022; 0.05]%%* R?:0.247
g 0.233%**
RES AB

Legend

**% gignificant at 0.1% B4 — direct effect of construct Xon Y: X > Y

** significant at 1% f; — joint effect of construct X and Z on Y: X*Z > Y

* significant at 5% IE — indirect effect of construct X on Y through Z: X = Y (through Z)

FIGURE 4 | Model 1 results.
R*:0.071
BMI
Ba: 0.202%%* [H4] By: 0.091%** Bq:0.120 [H1]
B;: 0.007 [Héa] £%0.026

£2:0.042

f3;:0.044 [He6b]

Bj: — 0.002 [H6c]

Ba: 0.399%** [H5] CORP_SUS

STK_CON

IE [0.013; 0.037]%+*

Legend

*#% significant at 0.1%
** gignificant at 1%

* gignificant at 5%

FIGURES5 | Model 2 results.

considered an add-on activity exclusively for organisations with
excess resources.

Moving on to M2, STK_CON has a strong and very significant
effect on CORP_SUS (0.399), supporting H5. The effect of STK_
CON on BMI is also very significant, but more moderate (0.202),
supporting H4. The former coefficient is almost double the latter,
suggesting that contrasting stakeholder demands are particularly
detrimental to corporate sustainability. These findings seem to
contradict the perceived importance of engaging in dialogue with
critical stakeholders whose interests differ from those of the organ-
isation (Freeman et al. 2007). However, it is important to note that

%0341
R%: 0.402

Bq: 0.151%**

Bq — direct cffect of construct Xon Y: X 2> Y
B; — joint effect of construct X and Z on Y: X*¥Z > Y
IE — indirect effect of construct X on Y through Z: X = Y (through Z)

the survey focuses on organizational stakeholders who directly
influence operations. It is reasonable to assume that corporate
sustainability becomes easier when the interests of core organiza-
tional stakeholders are aligned. A survey covering a broader range
of secondary stakeholders with a more indirect influence on orga-
nizational activities may reach different conclusions.

For H1, the results are analogous to those in M1: BMI has a
significant effect on CORP_SUS (0.120). The indirect effect of
STK_CON on CORP_SUS via BMI is lower (0.01-0.04). While
RES_AB has a strong direct effect on BMI and CORP_SUS,
none of the moderated effects are significant, rejecting H6a-c.
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R?:0.069
BMI
Ba: 0.114%%% [HI]
ﬁd: 0.224%** [H2/4] Bd: 0.081*** fZ: 0.022

B;: — 0.004 [H6a]
£2:0.045

STK

f3;:0.044 [H6b]

B;: — 0.001 [H6c]

Bq: 0.400%* [H3/5] CORP_SUS

IE [0.014; 0.039]%*

RES AB

Legend

*#* gignificant at 0.1%
** gignificant at 1%

* significant at 5%

FIGURE 6 | Model 3 results.

TABLE1 | Summary of hypothesis test results.

M1 M2 M3
H1 v v v
H2 v NA v
H3 v NA v
H4 NA v v
H5 NA v v

H6* x(@)—v(b)—x(c) x(@)—x(b)—x(c) x(a)—x(b)—x(c)

Abbreviations: NA =not applicable, i.e., the hypothesis is not tested in the
corresponding model; v=hypothesis is verified; x=hypothesis is rejected.
2For H6, three moderated effects were tested (H6a-c).

The results in M3, which combines the level and consistency of
stakeholder demands into the second-order construct STK, are
similar to those in M2. There is a strong, significant direct effect
of STK on BMI, while the moderating effect of RES_AB is not
significant. Evidently, when the level and consistency of stake-
holder demands are combined, the effect of the latter prevails.

Table 1 summarizes the results of hypothesis testing in all
three models. It shows that HI-HS5 are valid in all settings,
whereas H6a and Hé6c are rejected, and H6b is only supported
in M1.

4.4 | Evaluation of the Structural Models’
Goodness of Fit

Regarding the models’ in-sample predictive power (Rigdon 2012),
R?is good for corporate sustainability in M2 and M3, while weaker
but still satisfactory in M1 (Hair et al. 2011). R? for business model
innovation is low in all three models, which is attributable to its

20338
R?:0.394

Ba: 0.148%**

B4 — direct effect of construct Xon Y: X > Y
B; — joint effect of construct X and Z on Y: X*Z 2> Y
IE — indirect effect of construct X on Y through Z: X = Y (through 7)

heterogeneous components. The assessment of how each endoge-
nous construct's R? is affected by the removal of its predictors, f2,
follows the same ranking as R?, further evidencing the validity of
the models' fit (Hair Jr. et al. 2021).

The full models’ out-of-sample predictive power could not be
calculated using the PLSpredict routine in the package used
for analysis (Shmueli et al. 2016, 2019), so the moderator and
second-order constructs were omitted. With these modifica-
tions, the models lack out-of-sample predictive power (Shmueli
et al. 2019), which may also reflect the prevalence in the fit-
ted models of formative constructs, known to provide better
in-sample metrics (Shmueli et al. 2019). In any case, the good
in-sample explanatory power (R?) observed is sufficient to test
the validity of the causal relationships in a wider population
(Shmueli et al. 2016), which is the primary goal of this study.

Endogeneity was tested as the final check for model valid-
ity. As suggested by Hult et al. (2018), considering the data at
hand, two approaches were adopted: the addition of control
variables (Bernerth and Aguinis 2016) and the Gaussian copula
(Park and Gupta 2012). These are most suitable when data are
non-normal and there are no additional constructs to be used
as instrumental variables (Hult et al. 2018). Control variables
were added irrespective of the need to remove endogeneity be-
cause their relevance has strong theoretical support (Bernerth
and Aguinis 2016). As is customary, they are added directly to
the main endogenous construct, CORP_SUS (Hult et al. 2018).
Their effect is not reported to avoid excessive information in
Figures 4-6. No Gaussian copula is significant for any relevant
constructs, so endogeneity can be ruled out.

5 | Discussion

This study examined the relationships between stake-
holder demands, business model innovation, and corporate
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sustainability. The results indicate that higher stakeholder
demands are linked to higher levels of business model inno-
vation and corporate sustainability. These findings are novel
in the empirical literature on antecedents of business model
innovation, which has thus far paid only piecemeal attention
to the influence of stakeholder demands on organizations' de-
velopment of new, sustainable business models. The findings
also add nuance to existing studies of the factors influencing
business model innovation. For instance, existing evidence
indicates that organisations dominated by flexibility values
are more likely to innovate their business models (Pedersen
et al. 2018). The importance of organizational flexibility for
business model innovation may also be linked to internal and
external stakeholder demands: demanding stakeholders foster
business model innovation, in turn necessitating flexible or-
ganizational structures.

As regards the corporate sustainability literature, this study's
findings resonate with those of previous research examining
organizational responses to social and environmental pres-
sures from stakeholders (Aragon-Correa et al. 2008; Buysse and
Verbeke 2003; Darnall et al. 2010; Henriques and Sadorsky 1999;
Kassinis and Vafeas 2006; Lee et al. 2018). However, whereas
existing research on corporate sustainability has primarily fo-
cused on social and environmental stakeholder pressures, this
study's findings indicate that stakeholder demands in general
are positively related to business model innovation and corpo-
rate sustainability. A plausible explanation is that a demanding
stakeholder environment itself motivates organisations to de-
velop new offerings and adopt corporate sustainability.

This study also indicates that resource availability moderates
the relationship between the level of stakeholder demands and
corporate sustainability. These findings echo existing evidence
that the availability (or lack) of resources is an important con-
tributor to variations in corporate sustainability (Delgado-
Ceballos et al. 2012; Lee et al. 2018). The availability of financial,
technical, human, and other resources tends to facilitate meet-
ing stakeholder demands, even when incongruous. Conversely,
organisations facing serious resource constraints are more likely
to make trade-offs and prioritizations when addressing stake-
holder demands, which will inhibit corporate sustainability.
Ultimately, such trade-offs may result in value destruction and
undermine the support of key stakeholders. According to stake-
holder theory, organisations cannot ignore the interests of key
stakeholders in the long run (Freeman et al. 2007). Managing
for stakeholders inspires innovation and growth, whereas trade-
off thinking causes stagnation and inertia (Freeman et al. 2007).
The moderating role of resource availability may also indicate
that managers are not always convinced about the win-win po-
tentials of corporate sustainability and still consider these activ-
ities as a cost, at least in the short run.

Managers are important organizational actors who have direct
relationships with all other stakeholders and decision-making
authority on strategic prioritization, resource allocation, and
contracting (Aguilera et al. 2007; Fassin 2008). This study's find-
ings have practical implications by highlighting how managerial
perceptions of stakeholder demands are linked to both business
model innovation and corporate sustainability. Our results sug-
gest that managers perceiving high stakeholder demands are

driven to focus on developing new ways to create, deliver, and
capture value and to make social and environmental commit-
ments. These findings resonate with the literature indicating
that managers' ability to sense threats and opportunities in the
environment is a precondition for developing the business model
(Inigo et al. 2017). It is critical that management understands
when a new business model is needed, and information from
the stakeholder environment provides valuable cues (Massa and
Tucci 2014).

Overall, the findings suggest that managing for stakeholders is
at least partly a precondition for developing new offerings and
investing in social and environmental improvements (Freeman
et al. 2007). Nonetheless, managerial awareness of stakeholder
demands is only the first step in building and maintaining
meaningful stakeholder relationships. Although stakeholders
set demands on organisations, their needs and wants can be in-
terpreted and acted upon differently. More knowledge is needed
on how stakeholder demands are interpreted by managers and
translated into action through various stakeholder engagement
mechanisms, such as stakeholder awareness and consultation,
materiality assessments, and measurement systems. Moreover,
both business model innovation and corporate sustainability
take time, implying that stakeholders' roles may vary at different
stages of the process (Ringvold et al. 2023). Longitudinal studies
could provide valuable insights about the role of stakeholder de-
mands throughout change processes.

As a final caveat, this study focuses exclusively on stakeholder
demands, which can only explain part of the complex puzzle re-
garding antecedents of business model innovation and corporate
sustainability, both multifaceted social phenomena. Business
model innovation and corporate sustainability can be influ-
enced by various individual, organizational, and institutional
factors (Aguinis and Glavas 2012; Foss and Saebi 2017; Ringvold
et al. 2023; Saebi et al. 2017; Vermunt et al. 2019). Therefore, fu-
ture research should aim to provide cross-disciplinary insights
into the dynamic interplay between the multiple internal and
external drivers of business model innovation and corporate
sustainability.

6 | Conclusion

Contradicting Dr. Seuss's contention that “Those Who Mind
Don't Matter, and Those Who Matter Don't Mind,” this study
suggests that stakeholders who matter also mind by setting de-
mands on the organisation. More specifically, the study reveals
how stakeholder demands shape business model innovation and
corporate sustainability. While stakeholder theory has a long
history in conceptual discussions of business model innovation,
there is scarce empirical knowledge on how characteristics of the
stakeholder environment shape the adaptation and renewal of
dominant business infrastructures. Based on survey responses
from top and middle managers in three Nordic countries, we
found that the level and consistency of stakeholder demands
are significantly positively related to business model innovation
and corporate sustainability, even when these demands are not
directly related to social and environmental issues. Moreover,
this study shows how resource availability positively moderates
the influence of the level of stakeholder demand on corporate
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sustainability and business model innovation. Overall, the study
results indicate that managerial perceptions of the stakeholder
environment are closely linked to organizational operations and
development.

This study has limitations that need to be acknowledged. First,
the tested hypotheses do not cover all internal, interorganisa-
tional, and external antecedents of business model innovation
and corporate sustainability, which could influence the results.
We focused explicitly on the role of stakeholder demands, while
controlling for organisation size, sector, and country. Second,
the study is limited to Nordic countries, which are quite homoge-
neous and may adopt specific patterns of business model innova-
tion and corporate sustainability. Existing research suggests that
the institutional context influences organizational responses
to stakeholder demands regarding corporate sustainability
(Jackson and Apostolakou 2010; Xiao et al. 2018). Therefore,
future research should replicate this study in other geographi-
cal contexts. Third, this study focuses on a limited set of stake-
holders without whom the organisation would cease to exist
(Dmytriyev et al. 2021). Future studies could include a broader
range of stakeholders, such as non-governmental organisations,
local communities, and public authorities. Pressures from pri-
mary and secondary stakeholders may be important drivers of
sustainability and innovation (Schaltegger and Wagner 2011),
but the type of changes may depend on the stakeholder group.
For instance, Henri et al. (2021) found that perceived pressures
from societal stakeholders are more likely to expand the strategic
orientation of the organisation, whereas primary stakeholders
tend to inspire actions that maintain the current strategic scope.
Finally, this study used a survey methodology, which is advan-
tageous in overviewing the relationships between phenomena
but is limited in explaining how these relationships develop in
actual organizational practices. Future research should seek a
deeper understanding of the dynamic interaction between an
organisation and its stakeholders in driving business model in-
novation and corporate sustainability.
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