NEGOTIATING WITH ENVIRONMENTAL ACTIVISTS IN THE SHADOW OF REGULATION

Abstract. We study interactions between firms and environmental activists that occur in the regulatory domain to examine the conditions under which they reach cooperative outcomes to pre-empt formal regulatory contestation. We argue that a munificent regulatory environment plays a central role in enabling cooperative outcomes by providing firms greater access to resources and regulatory flexibility that allows them greater discretion in addressing the demands of environmental activists. We further contend that regulatory munificence mitigates the effects of firms’ environmental impact, activists’ inclination to adopt contentious tactics, and pressures from competing stakeholders – attributes that hinder the ability of firms and environmental activists to achieve cooperative outcomes. We empirically test our predictions in the context of U.S. electric utility sector, where state-level regulatory proceedings provide stakeholders, including environmental activists, the opportunity to participate and influence regulatory outcomes. Statistical analysis of the outcomes of negotiations between firms and environmental activists in these state regulatory proceedings between 1990 to 2015 provides strong support for our predictions. Our study contributes novel insights to the research on firm-stakeholder relations by examining interactions that occur between them in the relatively understudied, but critical, regulatory domain.

Introduction
Environmental activist organizations have two broad forums through which they can exert pressure on firms to improve their environmental practices and impacts: the first involves the use or threat of public campaigns, conducted through protests, boycotts, and social media messaging, that can harm a targeted firm’s reputation and business relationships with its customers, suppliers and investors. The second forum consists of activist participation in institutional policy-making processes – providing information and testimony in legislative, regulatory or judicial forums – with the goal of persuading policy-makers to enact legislation or regulations that constrain individual firm or industry practices. While there has been extensive strategic management research on activist campaigns, studying target choices, tactics and firm responses (Baron and Deirmeier, 2007; Delmas and Montes, 2010; Ingram, et al., 2010; Reid and Toffel, 2009; Lyon and Maxwell, 2011; McDonnell and King, 2013), we have much less understanding of interactions between firms and activists in the public policy realm. Yet, engagement in government policy-making processes is often an important channel for activists: organizations that have environmental impacts are regulated by government, who often seek input from affected stakeholders when reviewing industry regulations or applications from firms for operating permits and licenses (Christmann, 2004; Darnall, et al., 2010; Henriques & Sadorsky, 1999; Hiatt, et al., 2015; Lyon & Maxwell, 2014). And for firms that do not have a strong consumer brand identity or that face limited competition in the market, activist public campaigns are less effective, making participation in government policy processes a key mechanism to achieve their goals.
In this paper, we contribute to management research on environmental activism by studying the outcomes of interactions between activist organizations and firms that occur in the context of policy-making processes administered by regulatory agencies. As in the private market context, interactions between firms and stakeholders in regulatory forums vary in the degree to which they are cooperative or contested. In establishing industry regulations, regulators can allow firms and stakeholders to voluntarily negotiate cooperative agreements, which are presented to the regulator for review and approval, as an alternative to engaging in formal administrative hearing processes where the parties contest each other’s positions and regulators make a final determination (Littlechild, 2009). Hence, voluntary cooperative agreements between a firm and its stakeholders can effectively pre-empt a formal regulatory process, which can be lengthy, costly, and uncertain in terms of the outcome (Delmas & Montes-Sancho, 2010; King & Lenox, 2000; Lyon & Maxwell, 2003; Short & Toffel, 2010). Here, we examine the conditions under which firms reach voluntary cooperative agreements with environmental activists rather than contest them in adjudicated regulatory hearings.
We argue that ‘regulatory munificence’, which is a type of broader external munificence, plays a central role in influencing the ability of firms and environmental activists to reach cooperative agreements. Prior research has found that external munificence – the scarcity or abundance of critical resources, and the extent of external opportunities and threats – affects a range of firm-level outcomes such as growth, survival (Castrogiovanni, 1991) and innovation (Cool, et al., 1997). By granting access to resources and opportunities to sustain growth, munificent external environments allow firms discretionary slack to pursue goals beyond just survival (Tushman & Anderson, 2018). Extending this construct, we propose that more munificent regulatory environments, by providing greater access to regulated resources, allow firms more discretion in addressing the demands of environmental activists – making voluntary cooperative agreements more feasible. In other words, regulatory munificence expands the set of possible outcomes that can be reached when firms engage cooperatively with activists instead of relying on formal, rigid administrative processes. We further hypothesize that regulatory munificence helps mitigate the effect of firm and activist attributes that make agreements harder to achieve, specifically the intensity of a firm’s environmental impact, activist usage of protest tactics, and pressures from competing stakeholders.
We test our predictions using data on the outcomes of regulatory interactions between environmental activists and electric power generation firms in the U.S. between 1990 and 2015. We build a novel dataset by coding archival regulatory documents that identify when activists engaged in negotiations with firms and whether they achieved a cooperative agreement.[footnoteRef:1] Using a two-stage Heckman selection model, we find that cooperative agreements were more likely to occur when the regulatory environment was more munificent, as measured by a historically more generous regulated financial rate-of-return for the utility. Second, there is a higher probability of firm-activist cooperation when a firm is less reliant on sales to industrial consumers, who tend to be organized and likely to oppose costly demands from environmental groups. Third, the less harmful the impact of the firm’s operations on the environment, as identified by a smaller share of coal in the firm’s power generation portfolio, the greater was the likelihood of reaching an agreement. Agreements were also more likely with activist organizations that had employed public protest tactics less frequently in the recent past. Regulatory munificence positively moderated the impact of these factors, making cooperation more likely. [1:  A rate review is an administrative regulatory process conducted by state public utility commissions (PUCs) to regulate the operations of electric utility firms, including the rates that firms are allowed to charge consumers, allowable capital expenditures, and the financial rate-of-return earned on the firm’s assets.] 

Our study makes several contributions to management research on interactions between firms and external stakeholders. First, we move beyond the focus on activists’ public campaigns (Baron & Diermeier, 2007; Delmas & Toffel, 2008; Eesley & Lenox, 2006; Hiatt, Grandy, & Lee, 2015; King, 2008; Odzeimkowska & Dorobantu, 2021) by examining commonplace, but less visible, engagements that occur in the context of public policy institutions. Second, our study extends the literature on firm-stakeholder interactions, which has largely modeled interactions as dyadic. We present evidence on the role of contemporaneous pressures from other stakeholders in influencing firm-activist relationships, showing the importance of broadening dyadic conceptualizations to include the multiplicity of stakeholder pressures confronted by firms in regulatory arenas. Third, our study contributes to research on corporate environmentalism that has examined how firms self-regulate their practices to forestall government regulation (Delmas & Terlaak, 2001; Lyon & Maxwell, 2014). 

Theoretical Background
We draw on and integrate two streams of literature in formulating our theoretical predictions. 
Management and strategy scholars have made considerable progress over the last decade in understanding the drivers and outcomes of interactions between firms and activist organizations that occur in the public realm (also referred to as ‘private politics’) (Baron, Neale, & Rao, 2016; Hiatt, Grandy, & Lee, 2015; Lenox & Eesley, 2009; Odziemkowska, 2022). In the canonical model, social activists threaten to harm a firm’s public reputation, for example by organizing a protest or media campaign, if the firm does not comply with demands to change specified operating practices that have negative environmental or social impacts. Because inflicting harm through a campaign is a costly action for the activist, which may have limited resources, the firm can prevent a campaign from occurring by strategically self-regulating its operations ex ante (Baron and Diermeier, 2007; Short and Toffel, 2010). Firms may also negotiate compromise agreements or collaborate with activists in order to forestall contentious actions that could otherwise harm the firm’s relationships with stakeholders such as investors, suppliers, customers and employees (Odziemkowska, 2022; Odziemkowska and McDonnell, 2024). Since a firm’s public reputation is the main asset that activists seek to attack, large, branded consumer-facing firms are most at risk of being threatened by activist campaigns (Baron & Diermeier, 2007; Lenox & Eesley, 2009; Rehbein, et al., 2004).
A key premise of this research is that the primary target audience for an activist campaign is the firm’s economic stakeholders who are central to the firm’s financial performance and who are sensitive to the firm’s public reputation. However, activist organizations also regularly target firms in the context of government policy-making processes that formulate industry regulations – a venue that has been overlooked by existing research on activist-firm interactions. In fact, some organizations such as Sierra Club and the World Wildlife Fund have developed particular expertise in participating in government institutional venues, offering expert testimony and conducting scientific research studies. By challenging firms and arguing against their positions during legislative and administrative agency hearings, activists can shape regulatory outcomes and hence impact firm behavior in ways that are more durable than the typical effect of public campaigns. Policy-making processes also provide an opportunity for activists to target firms that are less susceptible to the prototypical Greenpeace-style public campaign, for example those without strong consumer brand identities or that do not have broad public awareness. There has been little scholarly examination to date of activist and firm engagement strategies and outcomes in the context of government policy-making institutions. 
The second stream of literature that we build on – regulatory pre-emption – considers how and when firms shape their regulatory environment by pre-empting government regulation (Delmas & Terlaak, 2001; Decker, 2003; Maxwell & Decker, 2006). Similar to private politics models, firms are argued to strategically self-regulate, either individually or collectively, just enough to prevent the government from imposing its preferred regulatory standards, effectively benefiting from the government’s avoided cost of policy implementation. Consistent with this thesis, Maxwell, Lyon and Hackett (2000) find evidence that an increased threat of environmental regulation caused U.S. firms to reduce their toxic chemical releases. In some cases, regulators have encouraged self-regulation through formalized Voluntary Agreements, whereby firms commit to environmental pollution targets in return for regulatory promises of abstention (Delmas & Montes-Sancho, 2010; Delmas & Terlaak 2002; Fleckinger & Glachant 2011; Lyon & Maxwell, 2003). In other cases, collective strategies are adopted, where multiple firms in an industry agree to self-regulate to avoid common regulatory threats; these have included efforts by  trade associations to define standards of conduct (Barnett & King, 2008; Buchanan & Barnett, Forthcoming; King & Lenox, 2000), build commitments to voluntary disclosure norms (Bansal, 2005; Reid & Toffel, 2009) and enact third-party certifications (King, Lenox, & Terlaak, 2005; Maxwell, et al., 2000).
Because the primary focus of this research has been on understanding interactions between firms and regulators, the role and impact of other stakeholders such as activist groups who participate in regulatory processes has generally been overlooked. Regulators are charged, however, with balancing the interests of multiple stakeholders affected by an issue (Abbott & Snidal, 2009: 63), so the ability of firms to successfully negotiate with regulatory authorities or to forestall onerous regulation depends, in part, on their broader stakeholder environment and the extent of opposition or support they face (Fremeth, et al., 2022). One strategic implication is that firms may be able to achieve more favorable regulatory outcomes, or pre-empt regulatory action, if they develop cooperative agreements or relationships with organized stakeholders. In the next section, we build on these two research streams by developing new theoretical predictions about the conditions when firms are likely to reach cooperative agreements with environmental activists in the context of regulatory agency oversight. 

Hypotheses
Regulatory Munificence. Munificent external environments can improve firm outcomes by enabling firms to accumulate and deploy discretionary internal slack resources (Castrogiovanni, 2002), leading, inter alia, to better survival odds (Anderson & Tushman, 2001), higher rates of innovation (Cool, Dierickx, & Szulanski, 1997; Ketata et al., 2015), product diversification (Wan & Hoskisson, 2003), and superior performance (Boyne & Meier, 2009; Dahan & Shoham, 2023; Davies & Walters, 2004; Goll & Rasheed, 2004). Munificent environments arise from market conditions such as low intensity of competition, accessible technical knowledge, abundance of skilled labour, or rapid growth (DeCarolis & Deeds, 1999; Wan & Yiu, 2009). 
Extending this concept, we contend that munificent environments depend also on favorable nonmarket factors, including the regulations, laws and policies that govern competitive conditions within an industry and that determine firms’ permissible operations and practices. In the pharmaceutical sector, for example, stronger intellectual property right regulations improve the returns to investment in new drug research and development (Orsenigo & Coriat, 2014; Kyle & McGahan, 2012); in the renewable energy industry, regulated feed-in tariffs provide greater financial certainty for wind and solar power developers (Russo, 2003); and in the infrastructure sector, streamlined project permitting and licensing processes reduce project risks and working capital requirements (Majumdar & Marcus, 2001).
While munificent regulatory environments can benefit firms financially they also affect firms’ interactions with external stakeholders, including with activist environmental organizations, for two main reasons. First, firms are likely to be more receptive to activist demands for changes in practices that entail higher costs and expenditures, for instance on new production measures to limit greenhouse gas emissions. Additional financial resources made available by favorable regulatory contexts can be partly channeled towards activist-championed projects without undermining a firm’s short-term financial performance. With a financial cushion, it is easier for a firm to identify and negotiate a compromise that addresses both firm and activist objectives, with the added benefit of fostering a positive longer-term cooperative relationship between the firm and activist. In the absence of an agreement, the alternative option for an activist would be to press its claims with the regulator by participating in hearings and contesting the firm’s position. The costs to both the activist and firm of such a regulatory contest, however, are likely to escalate in more munificent regulatory environments as each side fights harder for a bigger ‘prize’ – which increases the expected benefit of pro-actively reaching a pre-emptive cooperative agreement that avoids a costly and uncertain regulatory process. 
Second, munificent regulatory environments are characterized by greater regulatory flexibility and openness to innovative firm practices in market and nonmarket arenas that would not be otherwise available. For instance, in the financial services sector, regulators have encouraged firms to test fintech business models and products without necessarily having to immediately comply with all existing regulations (Canadian Securities Administrators, 2017; Consumer Financial Protection Bureau, 2019). In the energy sector, regulators have created ‘sandboxes’ in some jurisdictions to support the development of innovative technologies such as energy storage that do not easily fit into existing rules and regulations (Beckstedde, Vanschoenwinkel, & Meeus, 2023; PURA, 2022). Likewise, munificent regulatory environments are more accepting of innovative stakeholder agreements between firms and activist organizations that stretch beyond the traditional scope of regulatory oversight, the bounds of which are often codified in legislation and regulatory rules (Littlechild, 2009). For example, activists often seek governance or monitoring roles in projects they advocate for in order to ensure effective implementation over a project’s lifespan (Lounsbury, 2001; O’Faircheallaigh, 2015). Regulators may support stakeholder agreements that incorporate such non-traditional dimensions even if they would not normally be included in a formal regulatory process. Hence, in munificent regulatory environments, firms and activists are able to explore a wider range of creative win-win solutions that can form the basis for a voluntary agreement, which pre-empts formal – and narrower – regulation. This leads to our first hypothesis:
Hypothesis 1 (H1): Firms are more likely to reach cooperative agreements with environmental activists in regulatory contexts when the regulatory environment is more munificent.
Primary Stakeholder Pressure. In addition to the munificence of the regulatory environment, primary stakeholder pressures affect the ability of firms and activists to reach cooperative agreements in regulatory contexts. The public interest objective of regulation requires regulators to consider impacts on multiple stakeholders, including consumers, employees, local communities, and investors (Kassinis & Vafeas, 2006). Stakeholder interests need not all be aligned, however, so a regulation or policy that favors one may disadvantage another, causing inter-stakeholder conflict. Firms that seek cooperative agreements with activist organizations thus need to consider the potential reaction of other stakeholders who may oppose or support such agreements (Mitchell, Agle, & Wood, 1997). As an example, in the mining sector, firms often negotiate Impact Benefit Agreements (IBAs) with local Indigenous communities in order to gain their support (Odziemkowska and Dorobantu, 2021) – which facilitates regulatory approval of operating permits – but IBAs may be challenged during regulatory proceedings by environmental groups who oppose natural resource development. 
Stakeholders whose interests are negatively impacted by environmental activist demands and who possess greater influence or power over regulatory outcomes constrain the ability of firms to successfully negotiate agreements with activists. A firm’s primary stakeholders – those who control access to crucial economic resources (Harrison, et al., 2010; Tantalo & Priem, 2016) – are one type of stakeholder that may conflict with activist goals. Environmental activist demands for a firm to mitigate its environmental impacts often require additional operating costs or capital investments, reducing economic rents available for employees and suppliers, and putting upward pressure on consumer prices (Vasi & King, 2012). Organized primary stakeholders (e.g., customers) may thus pressure firms not to make costly concessions to environmental activists. For example, when DuPont was targeted by environmental groups in the 1980s for its usage of chlorofluorocarbons (CFCs) in manufacturing food packaging, the American Frozen Food Institute, representing packaged food companies, stated publicly that it opposed efforts to accelerate a phase-out of CFCs (Moore, 1990). In the electricity sector, industrial customers often organize collectively to oppose utility proposals or regulations that would increase the cost of purchasing electricity. 
	Munificent regulatory environments, however, moderate the negative effect of stakeholder opposition on the incidence of firm-activist cooperative agreements. In more munificent contexts, firms can be more innovative in finding novel solutions that satisfy the needs of multiple stakeholders with diverse interests. Firms can also find ways to insulate primary stakeholders from the economic consequences of mitigating their environmental impacts. As the degree of inter-stakeholder interest divergence increases, so does the benefit of finding a mutually agreeable compromise that avoids a contested regulatory process. The positive impact of regulatory munificence is thus augmented in regulatory contexts where a firm’s primary stakeholders are more opposed to environmental activist objectives. This leads to our second hypothesis:
Hypothesis 2a (H2a): Firms are less likely to reach cooperative agreements with environmental activists in regulatory contexts when primary stakeholders are more powerful.
Hypothesis 2b (H2b): The negative effect of primary stakeholders on the likelihood of cooperative agreements between firms and environmental activists is weaker in more munificent regulatory environments.
Contested Firm Practices. A central driver of environmental activist campaigns is the extent of contested practices and impacts on the natural environment (Baron & Diermeier, 2007; Lenox & Eesley, 2009). Activists are motivated in part by the ‘warm glow’ of taking action to correct perceived social harms, which causes them to fight harder when the expected warm glow benefit of achieving firm compliance increases. Yet, the warm glow can also make activists intransigent and less willing to agree to self-regulatory concessions by the firm that would forestall an activist campaign, either in public or in regulatory arenas (Holburn, et al., 2024). 
At the same time, firms that are heavily reliant on contested practices as a core part of their operations and regulated business model find it more challenging to accede to activist demands. Undertaking technological and organizational changes to curb emissions is likely to incur major costs and threaten financial performance when firms have built their business around a contested technology or practice and have gained prior regulatory approvals. Primary stakeholders that are embedded in the firm’s ecosystem and who would be disadvantaged are likely to resist changes to the status quo too. As an example, some firms in the natural resource sector have been encouraged not to fully acquiesce to ENGO demands by specialized banks that provide capital and financial services to the sector (Shingler, 2024). 
Hence, both environmental activists and firms are less willing to sign on to cooperative agreements when the scale of the contentious practice is greater, preferring instead to contest each other in regulatory hearings. Regulatory munificence, however, can help bridge the divide between firms and activists who are far apart in their positions. Munificent regulators are more open to supporting drastic changes to a firm’s regulated operating practices that are negotiated voluntarily by a firm and activist group. They are also more willing to experiment with creative solutions and to implement ‘regulatory sandboxes’, which become more important when parties are entrenched and need a fresh approach to finding common ground. This leads to our third hypothesis: 
Hypothesis 3a (H3a): Firms are less likely to reach agreements with environmental activists in regulatory contexts when their practices have a greater negative impact on the environment.
Hypothesis 3b (H3b): The negative effect of a firm’s environmental impact on the likelihood of reaching cooperative agreements with environmental activists is weaker in more munificent regulatory environments.
Activist Contentiousness. In the same way that firms vary in their ability or willingness to reach a compromise agreement, so do activist organizations (Baron, 2012; Mitchell et al., 1997; Odziemkowska, 2022). Some activist groups adopt radical change goals and protest tactics in order to generate media publicity - broadening public awareness of the issue and helping the organization to recruit more supporters and donors (Aldashev and Verdier, 2010; Den Hond & De Bakker, 2007; Lyon et al., 2018). By upholding stringent demands, such groups can maintain legitimacy with their member base and justify their subsequent usage of confrontational tactics and protests. Greenpeace, for example, describes itself as an “action-oriented organization … that disrupt[s] business as usual … Your donation will allow us to take direct action”. When radical groups participate in regulatory proceedings, their extreme objectives make it harder to find a mutually acceptable compromise with the firm. 
	By contrast, other environmental groups pursue more moderate objectives and cooperative engagement tactics. Environmental Defence Fund (EDF) describes its strategy as: “Founded by scientists, we are evidence-based advocates … For decades, we’ve built inclusive environmental coalitions alongside fishermen, ranchers, corporate leaders and other unlikely allies — teaming up on projects where we can make the greatest impact … When we take on a new environmental challenge, we find the right partners for the job, then apply science, economics and technological innovation to find the best solutions together.” Groups like EDF generally eschew confrontational public campaigns, preferring instead to work with and to negotiate with targeted firms, including in the context of regulatory proceedings. 
We thus expect that firms are less likely to reach cooperative agreements in regulatory arenas with environmental activists that rely more on contentious tactics to achieve their goals. Munificent regulatory environments, however, can mitigate this negative effect by supporting more creative approaches that resolve differences between the parties. This leads to the following hypothesis: 
Hypothesis 4a (H4a): Firms are less likely to reach agreements with environmental activists in regulatory contexts when activists have used contentious practices in the past.
Hypothesis 4b (H4b): The negative effect of activist contentiousness on the likelihood of reaching cooperative agreements firms is weaker in more munificent regulatory environments.
Empirical Context 
We test our hypotheses in the context of the U.S. electric utility sector, where environmental groups (ENGOs) have been active participants in state-level regulatory processes, advocating for renewable energy power generation, energy efficiency programs, conservation, and consumer education initiatives – while also opposing utility-proposed investments in coal power generation or environmentally-harmful projects (Fremeth & Holburn, 2009; Hirsh, 1999: 187; Goodman, 1998: 982). ENGOs have the opportunity to influence environmental outcomes by participating in regulated rate-making procedures, which are overseen and administered periodically by state regulatory agencies, Public Utility Commissions (PUCs). ENGO interactions with utilities during rate-making processes can be either ‘cooperative’ or ‘contested’: in the cooperative scenario, ENGOs negotiate privately with the utility over environmental measures that the utility commits to undertake, as part of a broader set of negotiations the utility conducts with other stakeholders, such as consumer advocates, industrial customers and labor unions. The outcome of multi-lateral stakeholder negotiations is a voluntary settlement agreement on multiple issues, including consumer rates, investments, and environmental projects, which is presented to the PUC for review and approval. If the PUC finds that the terms proposed in a voluntary multi-stakeholder settlement are in the public interest it will approve the agreement as a whole (Littlechild, 2009). Alternatively, if the ENGO and utility are unable to reach a voluntary agreement, the PUC administers a formal quasi-judicial adjudicated process on the contested issues. The ENGO and utility each present evidence, arguments and testimony supporting their position and counter-acting that of the other party. The PUC makes a final determination based on the information and evidence presented. The PUC-adjudicated process is generally viewed as more adversarial, more costly, and less flexible than cooperative agreements, but the latter naturally relies on firms and ENGOs resolving differences amongst themselves.
	As an example of cooperative outcomes, Southwest Energy Efficiency Project (SWEEP), an environmental group, negotiated an agreement with Arizona Public Service Company in 2009 that the utility would obtain 10 percent of its energy needs from renewable resources by 2015, fund new in-state wind and solar generation projects, and launch a program with the School Facilities Board to support solar power generation at public schools. As another illustration, Environmental Defence Fund (EDF) negotiated with Consolidated Edison in New York in 2014 for the firm to convene a Storm Hardening and Resiliency Collaborative that would provide a forum for stakeholders to address how $1 billion in storm hardening funds should be invested. The firm also agreed to work with environmental groups on system vulnerability assessments and on the development of strategies for climate-change resiliency. In both cases, the agreements were approved by the state regulator, making them legally binding on the firms. 
	ENGOs and utilities do not always reach cooperative agreements in rate proceedings, however, leading to contested adjudication and direct regulation. For instance, in North Carolina, Greenpeace demanded in 2013 that the local utility, Duke Energy, reduce its reliance on coal generation, source a greater share of energy from renewable sources, and prioritize energy efficiency programs. Greenpeace and Duke were unable to reach agreement, and during subsequent regulatory hearings to resolve the contested issues, the state regulator rejected Greenpeace’s request, stating that Greenpeace had failed to present sufficient evidence to support its claims (North Carolina Utilities Commission, 2013). Shortly thereafter, Greenpeace initiated a public protest campaign against Duke Energy, highlighting the pollution caused by its coal generation (Greenpeace, 2013). In another example, Western Resource Advocates (WRA) and Public Service Company of New Mexico (PNM) could not find a mutually acceptable agreement in 2010 around WRA’s request that PNM improve energy conservation by increasing electricity rates for high-usage customers. The New Mexico Public Regulation Commission, after reviewing the evidence of both parties, concluded that WRA’s rate proposal was reasonable and ordered PNM to implement it (New Mexico Public Regulation Commission, 2011). 

Data and Methods
We compiled data on each instance of ENGO participation in utility rate proceedings in the U.S. electricity industry that occurred between 1990 and 2015. We gathered archival documents from state Public Utility Commissions that contained detailed information on all stakeholders that participated in rate proceedings and whether cooperative agreements were reached. The dataset includes 78 ENGOs that participated in 257 negotiations with utilities, of which 95 (37%) were resolved through cooperative agreements and 162 (63%) involved contested regulatory adjudication. The typical rate proceeding had 7 stakeholders, such as public consumer advocates, residential and business consumer groups, municipalities, federal government agencies, environmental activists, civic organizations, labour unions, and trade associations.
Variables
Dependent Variable: Agreement is a binary variable that equals one if the firm and the environmental activist reached a cooperative agreement during a rate proceeding, and zero otherwise. 
Independent Variables: To test Hypothesis 1, which argues that regulatory munificence positively influences the likelihood of an environmental activist reaching agreement with a firm, we create the variable Regulatory Munificence, which varies over time and by firm. Our measure follows the approach of existing literature on environmental munificence, which has used tax subsidies (Russo, 2003) and the regulated rate of return (Cool et al., 1997) as proxies for munificence[footnoteRef:2]. In our context, we use the utility-specific regulated financial rate of return that a state regulator allows a utility to earn (Goodman, 1998). A higher allowed rate of return increases a utility’s cash flow, profits and discretionary slack, all else equal. We calculate Regulatory Munificence as the difference between a focal utility’s regulated rate of return and the average regulated rate of return for other utilities in the same state.  [2:  Research studies on munificence of the market environment have used industry and firm-level outcome measures such as average growth in sales (Chen et al., 2017), growth rate of shipments (Goll and Rasheed, 2004), and growth in demand (Husted & Allen, 2007).] 

Hypothesis 2 considers the impact of competing stakeholder pressures on the ability of activists and firms to reach agreement. The variable Industrial Consumers is a measure of potential organized stakeholder opposition to environmental commitments, which could increase electricity rates for consumers. Industrial consumers tend to be sensitive to the cost of electricity, a major input into production, and they frequently advocate for their interests in utility rate proceedings, commonly opposing utility requests for rate increases. We construct Industrial Consumers as the percentage of a utility’s electricity revenue obtained from industrial users in the year of the rate proceeding (data obtained from the Energy Information Administration).
To test Hypothesis 3, which introduces the environmental impact of a firm’s activities, we create the variable Coal Power Generation, the percentage share of a utility’s generation portfolio (megawatt capacity) attributed to coal (data obtained from Energy Information Administration form EIA-860).  We predict that greater reliance on coal generation, a low cost but emission-intensive form of power, is associated with lower willingness of utilities to concede to environmental activist demands, but which may be moderated in munificent environments. 
For Hypothesis 4, we measure activist contentiousness with the variable Activist Protests, the number of confrontational actions such as protests or boycotts that the activist engaged in within the focal state since 1990 up until the year before the rate proceeding (Baron, Neale, & Rao, 2016; Odziemkowska, 2022). Information on environmental activist public demonstrations was obtained by searching the archives of U.S. national, state and local newspapers from 1990-2015 in the Nexis Uni Academic database. Hypotheses 2b, 3b, and 4b are tested by interacting the variable Regulatory Munificence with the independent variables used to test Hypotheses 2-4.
In addition to the focal independent variables, we control for additional factors that are likely to affect the interactions between environmental activists and firms in regulatory contexts. First, we include Activist Experience in Rate Proceedings to control for activists’ prior experience negotiating with firms in rate proceedings, which we expect will be positively associated with cooperative outcomes. The variable is coded as the sum of rate proceedings in which an activist participated prior to the focal rate review. We also control for an activist organization’s resource base, as proxied by the number of states in which it operates. Organizations with a larger jurisdictional scope are more likely to have capabilities and experience to successfully negotiate with utilities than organizations that operate solely in a single state. The variable Multi-State Activist is a binary variable that equals one for organizations that were active in rate proceedings across multiple states during the sample period, and zero otherwise. 
Second, we control for the extent of other stakeholder pressures confronted by firms during rate proceedings and negotiations. The variable Consumer Groups measures the number of non-industrial consumer ratepayer organizations whom the utility negotiates with in a rate proceeding. Other Stakeholder Groups (excluding consumer groups) is the number of other organized groups, such as labor unions, that are parties to settlement negotiations with the utility. We expect that as stakeholder pressures increase – often seeking reductions in electricity rates – it becomes harder for utilities to reach agreements with environmental groups.
Third, at the firm level, we control for the magnitude of the increase in consumer rates sought by a utility during a rate proceeding using the variable Increase in Firm Revenue. A larger increase requested by a utility is likely to elicit stronger opposition from stakeholders, making settlement negotiations with environmental groups more difficult.  (Costello, 2017; Littlechild, 2009). To control for firm size, the variable Firm Revenue is the log of total annual revenues earned by the utility. We also include the variable Years Since Previous Rate Proceeding, the number of years elapsed since the firm’s last rate proceeding. A longer duration can lead to more significant operational and financial changes requested by the firm, making cooperative settlement with environmental groups harder to achieve. 
Fourth, we control for state-level political sentiment towards environmental policies using a state’s renewable energy generation percentage target, State Renewable Energy Goal, which we anticipate will be positively associated with the incidence of cooperative agreements between environmental activists and utilities (Carley, 2009). Data on state Renewable Portfolio Standards was obtained from the Berkeley Lab's  U.S. Renewables Portfolio Standards 2019 Annual Status Report (Barbose, 2019). We also control for political affiliation of PUC commissioners using the variable Republican Commissioners, measured as the percentage of PUC commissioners who were members of the Republican Party. Regulators’ political ideology can shape their pre-dispositions towards different stakeholder groups (Fremeth, Holburn, & Piazza, 2022). Finally, we include the variable Elected Regulator, a dummy variable that equals one when PUC commissioners are elected by a state’s citizens, and zero when appointed by the state governor. Elected PUCs have been associated with more consumer-friendly regulatory rulings (Bonardi, Holburn, & Vanden Bergh, 2006) and may put less weight on environmental policies that increase consumer rates. Table 1 presents the descriptive statistics and the correlation matrix for all the variables in our analysis.
Method. To test our predictions, we employ a Heckman selection model where we first model the likelihood for an environmental activist to participate in a regulatory proceeding and then a second model that estimates the likelihood for a cooperative agreement to be reached between that activist and the firm.  Environmental groups strategically determine which utility rate proceedings to participate in, which may generate biased coefficient estimates in a simple regression model that relies on the observed sample of outcomes. During the period 1990 to 2015, environmental groups chose to participate in 24% of rate proceedings. 
To correct for potential endogeneity bias arising from the environmental group’s participation decision, we employ a first-stage probit model that estimates the likelihood of an environmental activist participating in a rate proceeding (Heckman, 1979). The inverse Mills ratio is then included in the second stage regression to control for potential sample selection bias when estimating the likelihood of an agreement being reached. In order to satisfy the exclusion restriction requirement of the Heckman model (Certo, et al., 2016) we include the variable LCV Score, a measure of pro-environment sentiment within a state developed by the League of Conservation Voters (Nelson, 2002; Riddel, 2003; Simcoe & Toffel, 2014). The environmental leaning of a state is likely to be correlated with the presence and activities of environmental groups, thus satisfying the relevance condition of a valid instrument.  We argue that the LCV score is unlikely to be correlated with the incidence of cooperative or contested outcomes of activist-firm negotiations, meaning that the exogeneity condition is also satisfied, yielding valid and consistent estimates. We also use firm fixed effects to control for time-invariant unobserved characteristics which could be correlated with outcomes of firm-activist interactions. The models also include year fixed effects to control for temporal variation in nation-wide trends that could be correlated with observed patterns. Standard errors are clustered at the firm-level to account for potential serial correlation within firms.

Results
In Table 2 we present the empirical results, with Models 1 to 4 rotating in the independent variables that test H1, H2a, H3a and H4a. Model 5 incorporates all the variables. In Model 1, the coefficient on Regulatory Munificence is positive, as predicted, and statistically significant (p= 0.005), indicating that agreements between environmental activists and firms are more likely to occur when the regulatory environment is more munificent. This provides support for our first Hypothesis. A one standard deviation increase in the regulatory munificence variable is associated with a 14 percent increase in the likelihood of a cooperative agreement being reached. The coefficient on Industrial Consumers (Model 2) is negative (p= 0.041), however, suggesting that stronger influence of organized consumers that are likely to bear the costs of increased rates reduces the probability of observing an agreement. Increasing this variable by one standard deviation is estimated to decrease the likelihood of an agreement by 38 percent. This result supports Hypothesis 2a. 
The coefficient estimate on Coal Power Generation (Model 3) is also negative and statistically significant (p= 0.001), providing support for Hypothesis 3a. A one standard deviation increase in the variable decreases the likelihood of a firm and environmental activist reaching a cooperative agreement by about 80 percent. The coefficient estimate on Activist Protests (Model 4) is negative (p=0.070), indicating that agreements are less likely to occur with activists who rely more on contentious extra-institutional campaigns that publicly target firms’ operations. The impact is economically meaningful as a one standard deviation increase in the variable decreases the likelihood of a cooperative agreement by 12 percent. As such, this result lends strong statistical support for Hypothesis 4a.
The results of the first stage probit model of activist participation in a rate proceeding indicate that it is important to correct for sample selection bias in the second stage model. The coefficient estimate for the Inverse Mills ratio is statistically significant, and coefficients on other variables are largely signed as expected (available in online appendix).
Table 3 presents models that include the interaction terms for testing Hypotheses H2b, H3b, and H4b. We follow Brambor et al (2006) when interpreting the interaction terms as the estimated statistical significance of a single variable depends on the value of the interacted variable. Table 4 presents the effect of a one standard deviation increase in each of the hypothesized variables – namely, Industrial Consumers, Coal Power Generation, and Protests – conditional on Regulatory Munificence set to its mean value, mean plus (minus) one standard deviation, and mean plus (minus) two standard deviations. Model 1 shows how the coefficient on Industrial Consumers becomes smaller at higher values of Regulatory Munificence, which is consistent with Hypothesis 2b. In other words, the negative impact of Industrial Consumers on the ability of an environmental group to reach an agreement with a firm is attenuated in more munificent regulatory contexts. In terms of the magnitude, increasing the value of Industrial Consumers by one standard deviation decreases the likelihood of a cooperative agreement by 46 percent when the value of Regulatory Munificence is one standard deviation below the mean. However, in more munificent environments the impact of a competing stakeholder is moderated. When the value of Regulatory Munificence is one standard deviation above the mean, increasing the value of Industrial Consumers by the same amount decreases the likelihood of a cooperative agreement by 30 percent.  The marginal effect is statistically significant for values of Regulatory Munificence at or below the mean.  
In Model 2, a similar result is found for the effect of Coal Power Generation. The marginal impact diminishes at higher values of Regulatory Munificence, as predicted in Hypothesis 3b. The coefficient estimates are statistically significant at all values of Regulatory Munificence. Increasing the value of Coal Power Generation by one standard deviation decreases the likelihood of a cooperative agreement by 90 percent when the value of Regulatory Munificence is equal to one standard deviation below the mean value. However, when the value of Regulatory Munificence is one standard deviation above the mean, increasing the value of Coal Power Generation by the same amount has a lesser impact as it decreases the likelihood of a cooperative agreement by only 71 percent.  
Likewise, results in Model 3 demonstrate that the negative effect of Activist Protests on the likelihood of observing a cooperative agreement between firms and activists is weaker in more munificent regulatory environments. Increasing the value of Activist Protests by one standard deviation decreases the likelihood of a cooperative agreement by 17 percent when Regulatory Munificence has a value equal to one standard deviation below the mean value. Yet, when Regulatory Munificence has a value equal to one standard deviation above the mean, increasing the value of Activist Protests by one standard deviation decreases the likelihood of a cooperative agreement by about half that measure at 8 percent.
Overall, the results in Table 4 provide strong support for Hypotheses 2b, 3b, and 4b: that a more regulatory munificent environment mitigates the negative effects of pressure from firms’ primary stakeholders, firms’ environmentally harmful practices, and activists’ usage of public protest tactics on the ability of environmental activists and firms to reach agreements. 
Discussion and Conclusion
As pressure builds on firms to address environmental impacts of their operations, they have increasingly sought cooperative relationships with environmental activists (McDonnell et al., 2015; Yaziji and Doh, 2009). Extant research highlights that such collaborations can yield effective solutions to environmental challenges (Austin and Seitanidi, 2012; Wassmer et al., 2014), while offering firms strategic benefits through enhanced reputation (Odziemkowska 2020), reduced contention from social movements (Odziemkowska & McDonnell, 2019), and by providing increased access to tangible and intangible resources (Wassmer et al., 2009; Yaziji and Doh, 2009). However, the conflicting objectives of firms and activists, coupled with the costs associated with cooperation, have prompted scholars to investigate the conditions that are likely to facilitate such cooperative outcomes (Odziemkowska, 2022; Rondinelli & London, 2003) in the social arena. Despite the critical role of government institutions in shaping firm behavior, limited research has examined how regulatory institutions mediate interactions between firms and activists. In this paper, we fill this gap in the literature by developing novel arguments about conditions that enable firms and environmental activists to negotiate voluntary cooperative agreements as a strategy to pre-empt costly and uncertain contestation in regulatory policy-making. We argue that regulatory munificence plays a central role in shaping the outcomes of firm-activist interactions. Drawing on the literature on external munificence (Castrogiovanni, 1991; Staw & Szwajkowski, 1975), we propose that regulatory munificence fosters voluntary cooperation by enhancing access to regulated resources, thereby allowing firms more discretion in addressing activist demands. Additionally, we posit that regulatory munificence mitigates the adverse effects of competing stakeholder interests, the environmental impact of firms’ actions, and activists’ contentious actions on the ability of firms and activists to establish cooperative agreements.
We test our predictions using a novel, hand-collected dataset derived from archival regulatory documents that captures all interactions between U.S. electric utility firms and environmental activists during state-level regulatory proceedings from 1990-2015. We find support for our predictions in a statistical analysis that employs the two-stage Heckman selection model (Heckman, 1979) to address the potential endogeneity bias arising from the environmental group’s choice of participating in a regulatory proceeding. Our empirical context offers several advantages providing an appropriate setting to examine firm responses to activist opposition in regulatory settings. First, the regulatory setting allows us to precisely observe firm-activist interactions and determine whether it resulted in a cooperative agreement. This is a significant improvement over studies examining such interactions in the social arena, which often rely on subjective measures, such as media reports, to infer firm responses. Second, while much of the related extant literature focuses on dyadic firm-activist interactions, these interactions rarely occur in isolation. Our context enables us to account for the contemporaneous pressures exerted on firms from a range of other stakeholder groups, offering a more nuanced understanding of how firms navigate competing demands during interactions with environmental activists. Finally, the selection of firms targeted by activists often introduces endogeneity concerns, as activists may strategically focus on firms they anticipate will yield favourable outcomes. By capturing data on all rate review proceedings initiated by firms with state PUCs – regardless of participation by an environmental activist – our context allows us to address the resulting selection bias.
Our research makes several contributions to the research on nonmarket strategy and firm-stakeholder relations. First, we advance the scholarship on cooperative non-market strategy (Chatain and Plaksenkova 2019; Odziemkowska and Dorobantu, 2023) by examining the conditions under which cooperative agreements between firms and non-market stakeholders are likely to emerge. In contrast to prior work, which has predominantly focused on firm-activist cooperations within the social arena, (McDonnell, 2016; McDonnell et al., 2021; Odziemkowska, 2022; Odziemkowska & Dorobantu, 2023), our study shifts attention to cooperative outcomes that occur within regulatory settings. As such, our study addresses an important gap in the literature, given the pervasive influence of regulation across industries and its heightened importance in sectors such as telecommunications, pharmaceuticals, and utilities, where regulatory outcomes can significantly impact firm performance and survival. Our analysis reveals similarities between factors that influence firm-activist cooperations in the social and regulatory arenas. Consistent with findings in the social arena, we find that activists' propensity to employ contentious tactics (Odziemkowska, 2022), and firms’ engagement in environmentally detrimental practices (Lenox and Eesley, 2009) diminished the likelihood of firm-activist cooperation the regulatory arena. However, a key distinction emerges regarding the role of consumer influence. In the social arena, interests of activists and consumers are frequently aligned, as reputational risks arising from activist campaigns (Baron, 2003; Baron and Diermeier, 2007) often motivate firms to seek collaboration with activists (Odziemkowska, 2022). In contrast, our findings demonstrate that increasing power of consumer groups in regulatory contexts hinders cooperation between firms and environmental activists. This divergence underscores the distinct dynamics of stakeholder influence in public and private politics highlighting the complex ways in which pressure from influential stakeholders manifest in these forums.
	Second, our research advances the literature on firms’ strategic responses to regulatory threats, particularly their efforts to pre-empt or forestall government regulations (King and Lenox, 2000; Maxwell, Lyon, & Hackett, 2000). Prior research has established that firms often adopt voluntary environmental initiatives to signal compliance to stakeholders, thereby alleviating the pressure of stricter formal regulation (Lyon and Maxwell, 1999; Lyon and Maxwell, 2004). Empirical evidence from studies further highlights that firms are more likely to engage in such voluntary actions when regulatory threats are credible (Antweiler, 2003), when such actions are expected to yield tangible benefits like enhanced reputation or reduced regulatory costs (Khanna & Damon, 1999; Malhotra, Monin, & Tomz, 2019), and when firms operated in emerging sectors (Delmas & Marcus, 2004). However, much of this research focuses on dyadic interactions between firms and regulators, largely overlooking the role of other influential stakeholders, such as environmental activists, in shaping firms’ actions. Our study contributes to this body of work by identifying firm, activist, and regulatory-level conditions under which firms are more likely to cooperate with activists. In doing so, we uncover an alternative pathway through which firms can strategically pre-empt costly and uncertain regulatory contestation – namely, by forging cooperative agreements with activists. 
Third, our study contributes to the literature on public politics tactics employed by activists when they rely on public institutions to exert influence on firm behaviour (Hiatt et al. 2015; Reid and Toffel, 2009). Prior research has established that public politics tactics are particularly effective at inducing substantive changes in firm behaviour (Hiatt, Grandy, & Lee, 2015; Reid & Toffel, 2009; Short & Toffel, 2010), given the government’s ability to shape resource flows that has direct economic consequences for firms (Wade et al., 1998). Our findings identify key boundary conditions under which such public politics activist of tactics are more likely to elicit changes in firms’ behaviour through formal cooperative agreements. Relatedly, our study also contributes to the research examining the role of regulatory institutions in mediating interactions between firms and non-market stakeholders. Prior work indicates that regulatory agencies’ descretion in interpreting and implenting policies enhances activists’ ability to influence firm-level outcomes (Grandy and Hiatt, 2024), whereas jurisdictional variations in regulations diminish activists’ influence on firms’ by enabling firms to engage in regulatory arbitrage to bypass activist pressure (Rao, Yue, and Ingram, 2011). Extending this literature, aur analysis explores a novel dimension of the regulatory environment – it’s munificence – and demonstrates its critical role in influencing firm-activist interactions. Our examination enhances our understanding of the interplay between regulatory institutions and firm-stakeholder interactions, offering insights into the institutional conditions that promote cooperative engagements.
Finally, our study contributes to the literature that has examined the role of environmental munificence on firm strategy and performance. Defined as the abundance of resources and supportive conditions in an organization’s external environment (Dess & Beard, 1984; Castrogiovanni, 1991), environmental munificence has been shown to shape organizational adaptability (Keats & Hitt, 1988), mitigate resource constraints in dynamic environments (Baum & Wally, 2003), and moderate the relationship between business model design and firm performance (McArthur and Nystrom, 1991). We extend this literature to introduce the concept of regulatory munificence – characterized by resources, support, and flexibility provided by regulatory agencies to firms – and examine its central role in enabling firms to address the demands of important stakeholders. Our findings demonstrate that regulatory munificence not only allows firms material resources to firms (Cool, Dierickx, & Szulanski, 1997) but also enhances firms’ adaptability and responsiveness to stakeholder demands. By drawing on the conceptual foundations of environmental munificence and adapting them into the regulatory domain, our study advances understanding of how institutional contexts can create supportive non-market conditions for firms akin to resource abundance in market environments.
Our study is naturally subject to a variety of limitations. First, our examination is limited to a single industry, electric utilities, which is heavily regulated given its natural monopoly characteristics and, as a result, presents an institutional environment which might differ significantly across other industries that are regulated to a lesser extent. We expect regulatory pressures that firms confront from environmental activists to be particularly severe in the context of the electric utilities industry and to assume a central role in informing actions of firms. Second, our study does not account for other nonmarket actions of firms directed at regulators and policy makers. For instance, studies have found that firms also engage in corporate political actions such as making financial contributions to election campaigns of politicians who oversee regulators to shore up support when they face a greater degree of stakeholder opposition in the regulatory policy-making process (Fremeth et al., 2016). Insofar as firms and activists strategically employ complementary nonmarket actions which have the potential to influence the outcomes of their interactions, our study does not account for them. Future examinations that integrate such broader strategic actions can therefore contribute additional insights to our understanding of firm-activist interactions. 
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Table 1 Descriptive Statistics and Correlation Matrix

	 
	 
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17

	1
	Participation
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2
	Agreement
	.
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3
	Regulatory Munificence
	0.02
	0.11
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4
	Industrial Consumers
	0.02
	-0.01
	0.06
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	5
	Coal Power Generation
	0.15
	-0.16
	-0.05
	0.30
	1
	
	
	
	
	
	
	
	
	
	
	
	

	6
	Activist Protests
	-0.03
	-0.05
	0.00
	-0.10
	-0.04
	1
	
	
	
	
	
	
	
	
	
	
	

	7
	Firm Revenue
	0.12
	-0.15
	0.07
	-0.43
	0.12
	0.08
	1
	
	
	
	
	
	
	
	
	
	

	8
	Increase in Firm Revenue 
	0.10
	0.00
	0.07
	-0.21
	0.01
	0.02
	0.49
	1
	
	
	
	
	
	
	
	
	

	9
	Consumer Groups 
	0.27
	-0.18
	0.05
	0.00
	0.25
	-0.03
	0.39
	0.31
	1
	
	
	
	
	
	
	
	

	10
	Other Stakeholder Groups
	0.26
	-0.12
	0.09
	-0.26
	0.07
	0.02
	0.53
	0.43
	0.74
	1
	
	
	
	
	
	
	

	11
	Years Since Previous Rate Proceeding
	0.02
	0.15
	-0.04
	0.09
	-0.05
	-0.02
	-0.28
	-0.03
	0.08
	0.09
	1
	
	
	
	
	
	

	12
	Activist Experience in Rate Proceedings
	0.08
	0.12
	0.02
	0.04
	0.02
	0.06
	-0.06
	-0.03
	0.01
	-0.04
	0.00
	1
	
	
	
	
	

	13
	Multi-State Activist
	0.12
	0.03
	0.03
	0.13
	0.11
	0.13
	-0.07
	0.01
	0.08
	-0.02
	-0.03
	0.57
	1
	
	
	
	

	14
	Republican Commissioners
	0.04
	0.00
	-0.01
	-0.03
	0.01
	-0.04
	-0.02
	-0.02
	0.13
	0.17
	-0.01
	-0.12
	-0.05
	1
	
	
	

	15
	State Renewable Energy Goal
	-0.08
	0.05
	-0.04
	-0.38
	-0.24
	0.09
	0.07
	0.19
	-0.01
	0.17
	0.05
	0.02
	-0.10
	-0.08
	1
	
	

	16
	Elected Regulator
	0.00
	0.05
	-0.02
	0.10
	0.15
	0.02
	0.09
	-0.06
	-0.03
	-0.14
	-0.07
	0.01
	0.05
	-0.16
	-0.19
	1
	

	17
	LCV Score 
	-0.11
	-0.15
	-0.10
	-0.37
	-0.34
	0.06
	0.05
	0.08
	-0.17
	-0.01
	-0.10
	-0.07
	-0.13
	-0.15
	0.51
	-0.31
	1

	
	N
	1763
	257
	1749
	1747
	1763
	1763
	1747
	1760
	1763
	1763
	1758
	1763
	1763
	1762
	1763
	1763
	1763

	
	Mean
	0.15
	0.37
	0.00
	15.93
	17.41
	2.21
	13.77
	103.42
	3.02
	6.99
	3.82
	8.35
	0.40
	0.35
	0.14
	0.19
	58.37

	 
	SD
	0.35
	0.48
	0.77
	11.62
	26.91
	6.86
	1.36
	153.73
	2.51
	3.65
	4.82
	12.82
	0.49
	0.24
	0.14
	0.39
	25.15




Table 2 Second Stage Regression Models of Cooperative Agreements between Environmental Activists and Firms
	
	 
	 
	 
	 
	 

	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5

	 
	Firm-Activist Agreement

	Regulatory Munificence (H1)
	0.182*
	
	
	
	0.182***

	
	(0.0987)
	
	
	
	(0.0625)

	Industrial Consumers (H2a)
	
	-0.0444*
	
	
	-0.0308**

	
	
	(0.0243)
	
	
	(0.0148)

	Coal Power Generation (H3a)
	
	
	-0.0269***
	
	-0.0282***

	
	
	
	(0.00976)
	
	(0.00807)

	Activist Protests (H4a)
	
	
	
	-0.0176**
	-0.0163*

	
	
	
	
	(0.00882)
	(0.00883)

	Firm Revenue
	0.509
	0.553
	-0.271
	0.160
	0.445

	
	(0.472)
	(0.422)
	(0.374)
	(0.452)
	(0.303)

	Increase in Firm Revenue
	0.000472
	0.000832
	0.000651
	0.000547
	0.000661

	
	(0.000591)
	(0.000675)
	(0.000590)
	(0.000649)
	(0.000542)

	Consumer Groups
	0.0108
	0.0211
	0.0135
	0.00973
	0.0252

	
	(0.0359)
	(0.0364)
	(0.0353)
	(0.0335)
	(0.0374)

	Other Stakeholder Groups
	0.0532
	0.0111
	0.0613
	0.0480
	0.0455

	
	(0.0754)
	(0.0695)
	(0.0638)
	(0.0697)
	(0.0591)

	Years Since Previous Rate Proceeding
	0.00253
	0.0119
	0.00800
	0.00884
	-0.00377

	
	(0.0321)
	(0.0334)
	(0.0305)
	(0.0323)
	(0.0317)

	Activist Experience in Rate Proceedings
	0.00290
	-0.000239
	0.00316
	0.00380
	0.00222

	
	(0.00385)
	(0.00379)
	(0.00430)
	(0.00397)
	(0.00351)

	Multi-State Activist
	0.236**
	0.249***
	0.301***
	0.228***
	0.279***

	
	(0.0898)
	(0.0860)
	(0.0825)
	(0.0772)
	(0.0796)

	Republican Commissioners
	-0.0810
	-0.214
	0.0193
	-0.169
	0.0361

	
	(0.257)
	(0.283)
	(0.234)
	(0.241)
	(0.238)

	State Renewable Energy Goal
	-0.170
	0.669
	0.653
	0.212
	0.670

	
	(1.376)
	(1.415)
	(0.964)
	(1.404)
	(0.783)

	Elected Regulator
	-3.891
	-5.611*
	0.399
	-1.931
	-4.787**

	
	(2.615)
	(3.268)
	(2.072)
	(2.472)
	(2.182)

	Inverse Mills Ratio
	0.624
	0.343
	0.632*
	0.520
	0.579

	
	(0.453)
	(0.429)
	(0.368)
	(0.416)
	(0.382)

	Constant
	-3.584
	-0.585
	3.626
	-0.458
	-0.294

	
	(4.737)
	(3.642)
	(3.714)
	(4.492)
	(2.977)

	Year Fixed Effects
	Yes
	Yes
	Yes
	Yes
	Yes

	Firm Fixed Effects
	Yes
	Yes
	Yes
	Yes
	Yes

	N
	248
	248
	248
	248
	248

	Notes: Robust Standard Errors clustered by firm in parentheses. * p<0.1; ** p<0.05; *** p<0.01 





Table 3 Second Stage Regression Models of the Moderating Effect of Regulatory Munificence
	 
	 
	 
	 

	
	Model 1
	Model 2
	Model 3

	 
	Firm-Activist Agreement

	Regulatory Munificence
	0.0350
	0.117
	0.178***

	
	(0.244)
	(0.0849)
	(0.0621)

	Industrial Consumers
	-0.0328**
	-0.0290**
	-0.0300**

	
	(0.0147)
	(0.0142)
	(0.0150)

	Industrial Consumers * Regulatory Munificence (H2b)
	0.00748
	
	

	
	(0.0119)
	
	

	Coal Power Generation
	-0.0301***
	-0.0300***
	-0.0279***

	
	(0.00906)
	(0.00882)
	(0.00807)

	Coal Power Generation * Regulatory Munificence (H3b)
	
	0.00389
	

	
	
	(0.00282)
	

	Activist Protests
	-0.0161*
	-0.0163*
	-0.0180*

	
	(0.00872)
	(0.00883)
	(0.00953)

	Activist Protests * Regulatory Munificence (H4b)
	
	
	0.00702

	
	
	
	(0.00489)

	Firm Revenue
	0.348
	0.334
	0.464

	
	(0.360)
	(0.320)
	(0.311)

	Increase in Firm Revenue
	0.000643
	0.000842
	0.000658

	
	(0.000553)
	(0.000582)
	(0.000545)

	Consumer Groups
	0.0219
	0.0239
	0.0251

	
	(0.0355)
	(0.0376)
	(0.0376)

	Other Stakeholder Groups
	0.0485
	0.0382
	0.0479

	
	(0.0613)
	(0.0600)
	(0.0594)

	Years Since Previous Rate Proceeding
	-0.00897
	-0.00822
	-0.00265

	
	(0.0343)
	(0.0324)
	(0.0318)

	Activist Experience in Rate Proceedings
	0.00198
	0.00179
	0.00277

	
	(0.00343)
	(0.00352)
	(0.00362)

	Multi-State Activist
	0.286***
	0.282***
	0.267***

	
	(0.0805)
	(0.0824)
	(0.0812)

	Republican Commissioners
	0.0444
	0.0806
	0.0372

	
	(0.243)
	(0.248)
	(0.239)

	State Renewable Energy Goal
	0.748
	0.626
	0.694

	
	(0.806)
	(0.816)
	(0.786)

	Elected Regulator
	-4.336*
	-4.134*
	-4.862**

	
	(2.421)
	(2.176)
	(2.237)

	Inverse Mills Ratio
	0.585
	0.549
	0.596

	
	(0.378)
	(0.385)
	(0.384)

	Constant
	0.889
	0.812
	-0.557

	
	(3.574)
	(3.210)
	(3.023)

	Year Fixed Effects
	Yes
	Yes
	Yes

	Firm Fixed Effects
	Yes
	Yes
	Yes

	N
	248
	248
	248

	Notes: Robust Standard Errors clustered by firm in parentheses. * p<0.1; ** p<0.05; *** p<0.01 




Table 4 Marginal Effects of Industrial Consumers, Coal Power Generation and Activist Protests, Conditional on Value of Regulatory Munificence

	Regulatory Munificence
	Industrial 
Consumers 
(Model 1)
	Coal Power
Generation 
(Model 2)
	Activist
Protests
(Model 3)

	Mean - 2 SD
	-0.0460*
(-53.4%)
	-0.0369***
(-99.3%)
	-0.0304*
(-20.9%)

	Mean - 1 SD
	-0.0393**
(-45.7%)
	-0.0333***
(-89.6%)
	-0.0241*
(-16.6%)

	Mean
	-0.0325**
(-37.8%)
	-0.0298***
(-80.2%)
	-0.0177*
(-12.15%)

	Mean + 1 SD
	-0.0257
(-29.9%)
	-0.0263***
(-70.8%)
	-0.0114*
(-7.8%)

	Mean + 2 SD
	-0.0189
(-22.0%)
	-0.0228***
(-61.3%)
	-0.0050
(-3.4%)

	Notes: 

	i) Statistically significant at * p<0.1; ** p<0.05; *** p<0.01 levels

	ii) Marginal effects are derived from estimates presented for each corresponding Model in Table 3. Numbers in brackets are the estimated percentage point change in the likelihood of a cooperative agreement when the value of the independent variable is increased by one standard deviation.
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