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Extended Abstract

1 | Introduction
	Firms are increasingly tasked with embracing a broad set of stakeholders in strategy formulation and execution and treating those stakeholders with fairness, trust, and respect (Bosse et al., 2009; Harrison et al., 2010; Jones et al. 2018; Mitchell et al., 2022). The microfoundations of stakeholder strategy, however, are not well understood (Bridoux & Stoelhorst, 2014; Harrison et al., 2022). While classic contributions to stakeholder theory emphasized normative motives for pursuing objectives other than shareholder wealth maximization (e.g., Freeman 1984; Jones, 1995), the “new stakeholder theory (McGahan, 2023) is more interested in a positive description of a firm’s behavior towards its key stakeholders. What determines a firm’s orientation toward a particular model of stakeholder engagement? 
	One strand of the new stakeholder literature emphasizes the values and beliefs of founders and how these are imprinted on organizations (Adams et al., 2011; Maldonado-Bautista et al., 2022). Entrepreneurs and top executives tend to internalize the value systems of their expressed political ideologies and build relationships with stakeholders based on these preferences and attributes. For instance, conservative-leaning entrepreneurs are more likely to engage with investors while liberal-leaning entrepreneurs tend to engage with a broader set of stakeholders such as employees, the local community, and the environment (Maldonado-Bautista et al., 2022). This paper looks in more detail about the relationship between these political values and the firm’s stakeholder orientation.
Political ideology works as a lens through which individuals understand and navigate the uncertain political environment (Jost et al., 2003a, b). Political ideology affects individual risk assessments and perceptions of the broader political climate, particularly as channeled through beliefs about potential divergence between the individual’s values and the perceived values of politically connected elites (Jost & Kruglanski, 2002; Layman & Carsey 2002; McClosky & Zaller 1984). Unlike core political values which are relatively stable over the individual’s life (Haidt, 2001; Schwartz, 1992), beliefs about threats created by the political environment change frequently (Converse 2000; Erikson & Tedin 2003; Federico & Schneider 2007; Sniderman & Bullock, 2004). To mitigate these perceived threats, individuals may adopt behaviors consistent with the political environment, even if these are inconsistent with the individual’s core beliefs. 
To understand better the microfoundations of entrepreneurs’ stakeholder strategies, we integrate concepts from political psychology research concerning uncertainty and threat perceptions (e.g., Jost, 2006; Jost et al., 2007; Thórisdóttir & Jost, 2011) and arguments about threat responses to value protection concerns (e.g., Srivastava & Gnyawalli, 2011) to argue that divergence between the entrepreneur’s political ideology and the local political climate generates the need for threat reduction, inducing entrepreneurs to take defensive measures. Specifically, we propose that political divergence creates a tension between value creation and value protection for firms, inducing entrepreneurs to embrace stakeholder strategies different from those they would have pursued under less threatening conditions. For example, liberal entrepreneurs in a conservative environment will narrow their orientation to focus on financial stakeholders, while conservative entrepreneurs in a liberal environment will broaden their orientations to focus on workers, customers, suppliers, members of the local community, the environment, and so on. 
We further unpack the effects of entrepreneur political divergence on stakeholder strategy by investigating two boundary conditions related to stakeholder influence and that offer complementarity views to the divergence–threat response relationship. First, based on social movements research (Vasi & King, 2012), we examine how the extent of stakeholder mobilization (e.g., public protest, boycotts, and sabotage) shifts the risk perceptions of ideological entrepreneurs and the consequences on firm stakeholder strategies. We propose that this link will strengthen the threat entrepreneurs perceive from political divergence but affords them higher discretion to govern stakeholder relationships with the aim of resolving value creation issues. Conservative (liberal) entrepreneurs will decide to ignore and retaliate against stakeholder activists as a response to maximize value protection, resulting in lower engagement in governance and social stakeholder strategies. Second, based on institutional protection work (Flammer, 2018a; Flammer & Kacperczyk, 2016), we argue that the enactment of state-level constituency statutes will strengthen the entrepreneurs’ threat perception to political divergence, but such government intervention restricts the entrepreneurs’ latitude of action. We argue that under these statutes, entrepreneurs are legally required to consider the interests of employees, the local community, and the environment in their decision-making without breaching their fiduciary obligations to shareholders. Accordingly, entrepreneurs will perceive higher threat to the value created and respond by engaging more strongly in both governance and social stakeholder strategies to protect firm value. Using a sample of entrepreneurs leading young firms between 2009 and 2015, and following them through 2020, we find empirical support for our predictions. 
Moreover, we offer preliminary insights into the dynamic between the micro- and macro-level factors in determining entrepreneurial firms’ stakeholder strategies. We identify two contextual factors—stakeholder movement and institutional protection—that moderate the impact of entrepreneurs’ perception of ideological dissonance on stakeholder strategies. Previous studies have found that political ideology affects firm executives’ receptiveness to employee activism and social movements on a broader scale (Briscoe et al., 2014; Weng et al., 2022). We leverage these findings and take a step further to argue that stakeholder activism will exert a distinct influence on entrepreneurs with different political ideology as they respond to the pressure derived from stakeholder activism and decide on firms’ stakeholder strategies. Whereas the influence of stakeholder activism could be considered a bottom-up process, institutional protection represents a top-down influence. The institutional system sets the rules and norms for the firms (Gupta et al., 2020). Accordingly, institutional protection indicates the state’s stance when facing conflicts between shareholders and other stakeholders. It creates external pressure on entrepreneurs when deciding on stakeholder management strategies, amplifying the effect of political ideology divergence on stakeholder strategies. Our study highlights firms’ decision-making on stakeholder strategy as an outcome of a complex interaction between entrepreneurs’ value systems and the external environment.
Our research also advances the entrepreneurship literature by contributing to the accumulating efforts of exploring stakeholder theory in the context of entrepreneurship. We shed light on how entrepreneurs can navigate the complex political environment and develop stakeholder strategies under external pressure. Our study also highlights the importance of investigating entrepreneurs’ political ideology in relation to firms’ strategic decision-making. Whereas there is a relatively rich literature on the political ideology of executives, the scholarly understanding regarding the effects of entrepreneurs’ political ideology on new venture outcomes is relatively limited (e.g., Chandler et al., 2021; Maldonado-Bautista et al., 2021; Marquis & Qiao, 2020). Our findings also provide insights into the potential opportunities and risks associated with entrepreneurs’ political affiliations.
2 | Theoretical Background
2.1 | Stakeholder Strategy and Entrepreneur Political Ideology
	Stakeholder theory encourages the development of strategies to engage in fundamental relationships with stakeholders that will ensure the firm long-term success (Freeman, 1984; Freeman & McVea, 2005). From this theory, firms can create value in the extent to which their leaders (entrepreneurs and/or executives) incorporate values as a key element of the stakeholder management process (Harrison et al., 2010). Drawing from this perspective, scholars have argued that business leaders needed to understand the concerns of shareholders, employees, customers, suppliers, and society to develop organizational objectives that individuals or groups who have a stake in the firm would support. Thus, unlike other organizational theories, stakeholder theory allows business leaders to incorporate personal values into the formulation and implementation of strategic plans to deal with stakeholders (Donaldson & Preston, 1995; Bowie, 1999; Freeman, 1984; Phillips, 1997; Schendel & Hofer 1979; Wicks, Freeman, & Gilbert, 1994). For over three decades, a stream of research has linked several business leader values to heterogeneity in stakeholder actions and outcomes (e.g., Adams et al., 2011; Agle et al., 1999). 
	Recently, entrepreneurship researchers have introduced political values and ideology into the literature. These researchers have shown that entrepreneur political ideology meaningfully affects stakeholder engagement and its resulting outcomes (Maldonado-Bautista et al., 2022). Indeed, strategic leadership researchers have found political ideology to be a significant influence on ideologically valued firm-level activities such as corporate social responsibility (Chin et al., 2013; Gupta, Briscoe, & Hambrick, 2017) and social activism (Briscoe et al., 2014). Strategic leadership research has also demonstrated the potent direct effect of political ideology across not overtly ideological firm actions such as tax avoidance (Christensen, Dhaliwal, Boivie, & Graffin, 2015), new product introduction (Kashmiri & Mahajan, 2017), mergers and acquistions activity (Elnahas & Kim, 2017), resource allocation (Gupta et al., 2018), executive compensation (Chin & Semadeni, 2017), and executive discretion (Gupta, Nadkarni, & Mariam, 2019). Taken together, there is compelling evidence that conservative-leaning business leaders direct their firms in the pursuit of more conservative values (e.g., individualism and conscientiousness) and liberal-leaning business leaders direct their firms in the pursuit of more liberal values (e.g., egalitarianism and openness).
Our study builds on emerging ideas from Semadeni, Chin, and Krause (2022) and extends the prior literature (Maldonado-Bautista et al., 2022) by examining entrepreneur political ideology not as a value-laden, micro-foundational driver of stakeholder strategy but rather as a lens through which ideological entrepreneurs assess and perceive the highly uncertain political environment—which is a reflection of the year-to-year changes of political elites or elected official in state-level administration power (Adorno et al., 1950; Mayer, 1999; Parsons, 1963; Rokeach, 1960, Tomkins, 1963; Wilson, 1973). Thus, while the inherent political ideology of entrepreneurs has been shown to directly affect stakeholder engagement—entrepreneurs’ conservative values align with the economic interests of governance stakeholders while entrepreneurs’ liberal values link with the benefits of social stakeholders, — the divergence of the entrepreneur’s salient political ideology from the state political climate will lead entrepreneurs to act accordingly. This distinction is important to note because as political ideology represents the deeply held values and beliefs and forms the basis of individuals’ mental models about the proper order of society (Erikson & Tedin, 2003; Jost, Federico, & Napier, 2009), the divergence of the state political climate from those deeply held values creates a perceived uncertainty and threat in the mind of the entrepreneur (Jost et al., 2003b). As a result, the entrepreneur is motivated to reduce the uncertainty and threat emanating from the divergence (and not from the actual environmental conditions) and respond. For example, conservative (liberal) entrepreneurs differ in their worldviews and will perceive the same state political climate differently based on their underlying values and beliefs, with conservative-leaning entrepreneurs perceiving more a threat from divergence than liberal-leaning entrepreneurs. Our perspective views the entrepreneur’s political ideology as an important driver (representing underlying values and beliefs about engaging in fundamental relationships) but we argue that it is the fear of threat to value destruction that motivates the entrepreneur to engage with all stakeholders simultaneously. 
2..2 | The Threat Response to Firm Value 
Threats to the value created by firms are ubiquitous as they are unsettling (Jackson & Dutton, 1988). Value creation and value protection are central concepts in stakeholder theory (Harrison et al., 2022). Yet there is little consensus on what threat response might entrepreneurs expect and how they prevent the unintended leakage of valuable firm value to political divergence. Kruglanski (2004) argued that when a threat is perceived, individuals experience “cognitive narrowing” and become motivated to restore the sense of control and certainty. In other words, threats can create the perception of a lack of control and certainty, and a desire to restore both. Moreover, because the threat is perceived rather than realized, individual threat responses vary but they commonly focus on mitigating the firm’s exposure to the threat (Lepak, Smith, & Taylor, 2007; Heiman & Nickerson, 2004). 
Because threat responses in central to political ideology (Jost et al., 2003a, b; Jost et al., 2009; Thorisdottir & Jost, 2011), conservative (liberal) entrepreneurs’ threat response is in reaction to the belief that the divergence from the political climate will generate unfavorable conditions to the firm. The conservative ideology is positively related to intolerance of ambiguity; uncertainty avoidance; and fear of threat and loss, whereas the liberal ideology is positively related to openness to experience, ambiguity, and a need of change (Jost et al., 2003). Taken together, given that conservative (as opposed to liberal) entrepreneurs might perceive political divergence as a threat, we focus on threat response as the mechanism working connecting to stakeholder strategies, but it may be that political convergence provides the conservative (liberal) entrepreneur with a sense of opportunity and optimism. Of course, it is plausible that not all entrepreneurs experience threat response, since others not experiencing political divergence (e.g., liberals or with a different political ideology such as purple; see Gupta & Wowak, 2017) may not perceive a threat needing a response or might even view the national political climate as favorable (Bonaparte et al., 2017). 
3 | Hypotheses Development 
As opposed to liberal-leaning, conservative-leaning entrepreneurs are fearful of uncertainty and ambiguity, and focus primarily on stability and protection, thus they might want to protect the value of the firm by engaging in both governance-oriented and social-oriented stakeholder strategies, especially if their degree of political divergence from the political climate is relatively high. 
Hypotheses 1a and 1b: Entrepreneur political ideology divergence is positively related to both a) governance-oriented and a) social-oriented stakeholder strategies.
Hypotheses 2a and 2b: The positive effects of entrepreneur political ideology divergence on both a) governance-oriented and a) social-oriented stakeholder strategies are weaker when the stakeholder activism is high.
Hypotheses 3a and 3b: The positive effects of entrepreneur political ideology divergence on both a) governance-oriented and a) social-oriented stakeholder strategies are stronger in the presence of constituency statutes.
4 | Methods
We tested our hypotheses on a sample of entrepreneurs leading newly public firms (ten years or fewer following a successful IPO) from 2009 to 2015, following these firms through 2020. The final sample has 1,925 firm-year observations. 
The dependent variables are the strength of stakeholder strategies (governance and social) based on the ratings obtained from the Sustainalytics database. The independent variable is the divergence of the entrepreneur’s political ideology from the state political climate (following Bonaparte et al., 2017; Chin et al., 2013; Semadeni et al., 2022). The moderators are stakeholder activism (Vasi & King, 2012) and institutional protection (state-level constituency statutes; Flammer & Kacperczyk, 2016).
5 | Results and Implications
Preliminary results from suggest that entrepreneur political divergence is positively associated with governance (b = 0.33; p = 0.05) and social strategies (b = .61; p = 0.04). Additionally, stakeholder activism negatively moderates the above relationships between entrepreneur political divergence and governance strategies (b = -0.26; p = 0.001) and social strategies (b = -0.11; p = 0.05); likewise, institutional protection positively moderates the relationships between entrepreneur political divergence and governance strategies (b = 0.47; p = 0.03) and social strategies (b = 0.15; p = 0.04).
The main implication of our study is to build on the emerging work at the crossroad of stakeholder theory and entrepreneurship by examining what happens when the entrepreneur’s political ideology diverges with the ideology of the political party in power. In the specific situation of IPOs, entrepreneurs often choose between governance or social stakeholder strategies, but they could choose both dependent the external conditions.
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