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Drawing on the market orientation and stakeholder literatures, we conceptualize and
operationalize stakeholder orientation to explore the potential contribution of the
marketing function in a stakeholder view of the firm. Stakeholder orientation, similar to
market orientation, is operationalized as both an organizational culture and a set of
behaviors. The results of a managerial survey reveal that a new construct of stakeholder-
oriented behaviors has a strong positive association with market performance, financial
performance, reputation, and employee commitment. Overall, our study illustrates how a
stakeholder view of the firm can help improve managerial practices that contribute to
improved financial, social, and ethical performance.

Keywords: corporate responsibility and sustainability; stakeholder orientation; market
orientation; business ethics

The concept of stakeholders is now widely embraced by businesses. The stakeholder view
has also been the subject of theoretical and empirical developments in the marketing
literature (Bhattacharya, 2010; Hoeffler, Bloom, & Keller, 2010; Mish & Scammon,
2010). Yet the marketing discipline has not given much attention to the role of the
marketing function in a stakeholder view of the firm. Stakeholder orientation (SO) has
been associated with concern for marketing ethics and social responsibility (Maignan &
Ferrell, 2004). Instead, while acknowledging market orientation (MO) as a core concept in
marketing strategy over the past two decades, marketing scholars have implicitly
positioned customers as the stakeholder group of most interest to marketing research and
practice (Day, 1994; Narver & Slater, 1990). We acknowledge that marketers have
focused on stakeholders other than customers, especially ethical concerns related to
stakeholders such as suppliers (Martin & Johnson, 2010). While specific stakeholders have
been addressed, there have not been studies that focus on an overall SO as it relates to
performance outcomes.

Yet as exemplified in the various corporate scandals that have marked the past decade,
a sole focus on customers is insufficient to ensure both financial performance and socially
responsible corporate behavior. Countrywide Financial provided subprime loans to
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low-credit-score-customers and claimed to be making the dream of homeownership a
reality, but ultimately failed stakeholders and contributed to a global financial crisis
(Parloff, 2009). A survey of executives identifies the role of stakeholder engagement and
marketing strategies in addressing social trends effectively (Bonini, Mendonca, &
Oppenheim, 2006). However, while a call for more attention to marketing ethics and social
issues is prevalent, companies continue to struggle with tactics for addressing multiple
stakeholder issues effectively. Research has not examined SO as a holistic concept that
includes all primary stakeholders.

An underlying premise of MO is the implementation of the marketing concept and the
focus on satisfying customers’ current and latent needs (Deshpandé, Farley, & Webster,
1993). While MO acknowledges the importance of factors other than customers, research
has not addressed specifics. In order to clarify the potential contribution of the marketing
disciple in achieving better financial, ethical, and social performance, one needs to focus
on a broader set of stakeholders. In order to explore the contribution of the marketing
function in a stakeholder view of the firm, we conceptualize and operationalize the
construct of stakeholder orientation (SO). Accordingly, we put forward a preliminary
definition of SO as the organizational culture and behaviors that induce organizational
members to continuously be aware of, and positively act upon, a variety of stakeholder
issues. Importantly, SO stimulates a general concern for a variety of actors, not any
specific group.

The proposed conceptualization and operationalization of SO helps address two gaps
in the extant literature: (1) exploring the processes that underpin the successful
management of various stakeholder interests; and (2) investigating the role of marketing
thought and processes in the stakeholder view of the firm. We start by conceptualizing SO
as a construct to improve organizational performance. We then operationalize SO by
empirically testing the relationship of SO to a number of organizational performance
constructs. We also examine the association of SO behaviors with diverse business
outcomes. To determine whether a concern for all stakeholders is more or less beneficial
than an emphasis on certain stakeholder groups, we evaluate the relationships using equal
weighting and sample-weighted case-weighted measures of SO. This approach is
supported by normative stakeholder theory that assumes that equal weighting is optimal.
Some researchers view stakeholder theory as primarily or exclusively a moral theory that
challenges preoccupation with setting priorities for specific stakeholders or shareholder
wealth (Boatright, 1994; Donaldson & Preston, 1995; Goodpaster, 1991). We present the
theoretical underpinnings of the SO construct in the next section, followed by the
hypotheses, methods, results, and a discussion of the findings and implications.

Conceptual background
The stakeholder view of the firm

The contemporary stakeholder perspective (Freeman, 1984) takes into account the
interests of non-shareholder agents among the groups to whom businesses are responsible.
An individual or group is considered a stakeholder of a business unit when any one of three
characteristics applies: (1) the actor has the potential to be positively or negatively affected
by organizational activities and/or is concerned about the organization’s impact on their or
others’ well-being; (2) the actor can withdraw or grant resources needed for organizational
activities; or (3) the actor is valued by the organizational culture (Frooman, 1999; Maignan
& Ferrell, 2004; Rowley, 1997). Stakeholder theory is grounded on the normative
assumption that ‘all persons or groups with legitimate interests participating in an



RISM 581384—17/5/2011—MAHESH.R—392044

99

100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147

Style 2

Journal of Strategic Marketing 3

enterprise do so to obtain benefits and that there is no prima facie priority of one set of

Q2 interests and benefits over another’ (Mitchell, Agle, & Wood, 1997, p. 68). While the

stakeholder perspective recognizes the intrinsic value of all stakeholders, it also
acknowledges the need for firms to serve the interests of key stakeholder groups in order to
secure their continued support (Donaldson & Preston, 1995). Employees, customers,
shareholders, regulators, communities, and suppliers are widely acknowledged as being
among these stakeholders (Maignan & Ferrell, 2004).

Besides advocating and defining the notion of stakeholders, research has focused on
three main areas: (1) examining how various stakeholder groups collaborate with one
another (e.g. Hill & Jones, 1992; Rowley, 1997); (2) surveying the strategies employed by
stakeholders to influence organizational decisions (e.g. Frooman, 1999; Jawahar &
McLaughlin, 2001; Rowley & Moldoveanu, 2003); and (3) advocating SO as a normative
perspective to provide principles that contribute to an organizational culture supportive of
marketing ethics and social responsibility (e.g. Ferrell & Ferrell, 2008). In marketing, few
have conducted research on the processes that help organizations manage various
stakeholder groups.

The stakeholder perspective in marketing

The stakeholder perspective has pervaded the marketing literature on ethics and social
responsibility (e.g. Blodgett, Lu, Rose, & Vitell, 2001; Maignan & Ferrell, 2004; Sen,
Bhattacharya, & Korschun, 2006). Some authors have advocated the relevance of the
stakeholder concept to marketing, and have proposed marketing-based approaches to
addressing stakeholder demands (e.g. Bhattacharya & Korschun, 2008; Polonsky, 1996).
Bhattacharya and Korschun report that adoption of SO creates research questions that
require further attention. Much of the current stakeholder theory assumes stakeholder
participants are distinct and mutually exclusive. However, the growing consensus is that a
firm’s stakeholders are embedded directly and indirectly in interconnected networks of
relationships. Diverse stakeholders may even join over issues of concern. Stakeholder
orientation from a marketing perspective implies a more expansive perspective than is
found in current MO research. Since the needs of different stakeholder groups are not
necessarily aligned, the coordination of stakeholder interests in MO may be difficult to
implement. This limitation is why MO is selected to focus on customers and competitors.
MO research assumes that it is impossible to include all of the factors that predict
performance. There is a need to focus on the key variables that most influence profitability.
Where MO is narrowly focused, SO is a philosophy that considers not only financial
performance, but also the long-term welfare of all stakeholders. MO developed as a
marketing philosophy parallel to SO developing as a philosophy for organizational social
responsibility. SO initially evolved from business ethics as a normative philosophy to
examine capitalism and societal interests. MO developed as more of an instrumental
philosophy focusing on performance and financial outcomes. A firm whose focus is MO is
mainly concerned about those stakeholders that influence customer buying habits and
financial outcomes. On the other hand, a firm that has a holistic SO perspective is
concerned about developing positive solutions to address all stakeholder issues (Ferrell,
Gonzalez-Padron, Hult, & Maignan, 2010). Our research focuses on how organizations
can leverage their marketing expertise to improve the welfare of all stakeholders, and
consequently improve organizational performance.

Their experience in developing customer relationships well positions marketers to
include stakeholder concerns in strategic planning. In fact, since the early 1990s, the field
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of marketing has witnessed the development and growing acceptance of MO, a concept
that places customers as the focus of marketing philosophy and practice. Across
definitions of MO, the customer stakeholder-group is prevalent:

Market orientation represents superior skills in understanding and satisfying customers. (Day,
1994, p. 37)

Market orientation is the organizational culture that most effectively and efficiently creates
the necessary behaviors for the creation of superior value for buyers and, thus, continuous
superior performance for the business. (Narver & Slater, 1990, p. 21)

We see customer and market orientations as being synonymous .... We define customer
orientation as the set of beliefs that puts the customers’ interest first, while not excluding those
of all other stakeholders such as owners, managers, and employees, in order to develop a long-
term profitable enterprise. (Deshpandé et al., 1993, p. 24)

To this point, marketing scholars have not been blind to other stakeholders beyond
customers. Jaworski and Kohli (1993, p. 54) note: ‘additional forces in a market (e.g.,
competition, technology, regulation) are considered to belong to the domain of the market
orientation construct’. However, as noted by Matsuno, Mentzer, and Rentz (2000), earlier
operationalizations of MO (e.g. Deshpandé & Farley, 1998; Kohli, Jaworski, & Kumar,
1993; Narver & Slater, 1990) capture mostly customers and competitors as focal domains
for understanding the market environment. Given this caveat, Matsuno and Mentzer
(2000, p. 5) propose a more inclusive definition and operationalization that include
‘relevant individual market participants (e.g., competitors, suppliers, and buyers) and
influencing factors (e.g., social, cultural, regulatory, and macroeconomic factors)’. The
studies by Matsuno and Mentzer (2000) and Matsuno et al. (2000) constitute an important
step toward enlarging the scope of MO. Nevertheless, their research still fails to
characterize the nature of these market forces and does not establish criteria to characterize
relevant ‘individual market participants’ and ‘influencing factors’. In addition, two core
stakeholder groups — employees and investors — are not included. Overall, the literature
on MO indirectly constrains the scope of marketing activities to certain stakeholders, with
a strong emphasis on the customer group and other stakeholders that impact customer
attitudes, preferences, and satisfaction (Ferrell et al., 2010). Advocates of MO would
defend customer orientation as necessary based on existing knowledge about the most
important stakeholders when utilizing resources to maximize profits.

Stakeholder orientation: the construct

Emerging marketing and ethics literature suggests that SO can be depicted as: (1) a way of
thinking that is ingrained in organizational culture (Greenley & Foxall, 1996, 1997,
Greenley, Hooley, Broderick, & Rudd, 2004); and (2) a set of organizational behaviors
aimed at fulfilling stakeholders’ demands (Berman, Wicks, Kotha, & Jones, 1999;
Logdson & Yuthas, 1997; Maignan & Ferrell, 2004). The distinction between culture and
behaviors is echoed in discussions of MO (e.g. Kohli & Jaworski, 1990; Narver & Slater,
1990). Homburg and Pflesser (2000) developed a conceptualization of MO as both culture
(composed of values, norms and artifacts) and behaviors (composed of intelligence
generation, intelligence dissemination, and responsiveness).

We propose that the dimensions of MO identified by Homburg and Pflesser (2000) form
the foundation for the SO marketing construct. As described earlier, we define SO as the
organizational culture and behaviors that induce organizational members to continuously be
aware of, and positively act upon, a variety of stakeholder issues. Organizational culture and
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climate are different. Climate is the operationalization of a company culture of what
happens in a company (Slater & Narver, 1995). Stakeholder issues are ‘the corporate
activities and effects thereof that are of concern to one or more stakeholder communities’
(Maignan & Ferrell, 2004, p. 8). Examples of stakeholder issues include the fairness of
product information, gender discrimination, employee compensation, transparency of
company reports and audits, and the environmental impact of products. We consider as
stakeholder-oriented those behaviors aimed at developing positive solutions to concretely
address stakeholder issues and exclude those activities that are also based on stakeholder
intelligence but aim to bypass issues or manipulate stakeholders’ perceptions.

Similar to MO, one can view SO as a continuous construct; it is neither present nor
absent in an organization. Instead, organizational units are likely to adopt SO to various
degrees. While some may view MO as a subset of SO, the two concepts had different
evolutionary developments. Now with both orientations fully developed, we see their
relationship but we do not attempt to characterize MO as developing as a subset of SO.
In order to evaluate the value added of the SO construct, we advance hypotheses —
illustrated in Figure 1 — aimed at explaining and evaluating the benefits of both MO and
SO empirically.

Hypothesis development
Stakeholder-oriented culture

A stakeholder-oriented culture provides organizational members with a pattern of shared
beliefs that assert the intrinsic importance of a variety of stakeholders. Following Homburg
and Pflesser (2000), we hypothesize that a stakeholder-oriented culture is made of three
interrelated components: shared basic values; behavioral norms; and artifacts. Table 1
provides a definition of each of these components and illustrates them with corporate
examples. Shared values are broad concepts such as continuous improvement, innovation,
integrity, and teamwork. An organization, such as Google, that embraces shared values on
innovation and teamwork provides new members with a set of basic assumptions about how
they use their time and work with others. Accordingly, values underpinning a stakeholder
orientation are unlikely to be stakeholder-specific; instead, they assert the importance of
diverse stakeholders. Unlike values, norms have a high degree of specificity and clarify the
nature of desirable behaviors through guiding principles expressed in the form of policies
and procedures (Homburg & Pflesser, 2000). Artifacts help affirm and communicate to
organizational members what the organization stands for through media such as stories,

STAKEHOLDER ORIENTATION

Market performance

Stakeholder-Oriented culture Stakeholder-Oriented behaviors

Stakeholder values

Stakeholder norms

Generation of stakeholder intelligence) | Financial performance

Dissemination of intelligence Reputation

Stakeholder artifacts

Responsiveness to Intelligence

Employee commitment

Figure 1. Antecedents and outcomes of stakeholder-oriented behaviors: hypothesized
relationships.
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measurement instrument (e.g. deleting some items based on basic reliability analyses).
The second pilot study also enabled us to test the data collection methods.

The data collection for the main survey consisted of a sampling frame of 2329 high-
level business executives drawn from the Dun & Bradsheet database. We selected
informants sufficiently high in the organization (e.g. Presidents, Vice-Presidents) to have a
sound understanding of the organizational culture, marketing, and corporate practices
toward a variety of actors. Only public for-profit organizations headquartered in the USA
with a minimum of 500 employees were included in the sample. Of the 2329 executives
targeted, 151 responded for an effective response rate of 6.82 percent (114 surveys were
non-deliverables). Forty-six percent of the companies in the sample sold consumer goods
and services, 16 percent were in the business-to-business market of goods or services, and
38 percent focused on both types of goods and services. The largest portion of firms had
more than 3000 employees.

The extrapolation procedure suggested by Armstrong and Overton (1977) was used to
assess non-response bias based on the data provided by the respondents. Although we
found a significant difference between early and late respondents for one construct
(generation of stakeholder intelligence), no systematic differences were found between the
early respondents (those who responded within the first nine days) and late respondents
(those who responded in 2831 days) on the constructs included in the survey. Thus,
based on guidelines by Armstrong and Overton (1977), non-response bias is not an
inhibitor in the analysis of the data.

Measurement properties

Table 2 reports the correlations while Table 3 summarizes the means, standard deviations,
average variances extracted, composite reliabilities, factor loadings, and fit indices.
Overall, the 10 constructs, involving 46 purified items, were found to be reliable and valid
in the context of this study. The psychometric properties were evaluated via confirmatory
factor analyses (CFA) using LISREL 8.71 (Joreskog et al., 2000). Additionally, we
examined the higher-order structure of the SO behavioral construct to provide empirical
rationale for our focus on behavior at the aggregate level. Next, Table 4 reports the
unidimensionality and discriminant validity of the constructs that were assessed by
examining each possible pair of constructs in a series of two-factor CFA models using
LISREL (Anderson, 1987; Bagozzi & Phillips, 1982; Moorman, 1995). Finally, we
determined that common method bias is not a threat to the analysis through a CFA
approach to Harmon’s one-factor test (McFarlin & Sweeney, 1992; Sanchez & Brock,
1996).

Given the sample size restrictions, we assessed two measurement models. In the first
model (the ‘antecedents’ model), we included stakeholder values, norms, artifacts, and SO
behaviors. The second CFA (the ‘performance model’) included market and financial
performance, reputation, and employee commitment. To compose items that addressed the
overall concept of SO equally weighted for each stakeholder group, we first summated the
responses for the six stakeholder groups (i.e. customers, suppliers, employees, regulators,
community, and shareholders), and then grouped the items based on assigned dimensions
(i.e. intelligence generation, dissemination, and responsiveness). After deleting the poor-
fitting items (see deleted items in the Appendix), goodness of fit indexes suggest an
excellent fit of the data.

Given the theoretical arguments underlying the SO relationships in Figure 1, we
conducted two higher-order assessments of this behavioral construct. In addition to the
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638 Table 4. Discriminant validity assessment: pairwise CFAs.
639
640 Pair of constructs Xhee Xoxed Ax? (@df=1) Sign
641 Values Norms 141.86 89.32 52.54 p < .01
642 Values Artifacts 195.63 105.73 89.90 p <.01
643 Values SO-IGEN 258.69 62.13 196.56 p <.01
644 Values SO-IDIS 311.00 82.22 228.78 p <.01
) Values SO-RESP 339.31 88.90 250.41 p<.01
645 Values Mkt Perf 360.11 102.45 257.66 » <01
646 Values Fin Perf 560.86 52.10 508.76 p <.01
647 Values Reputation 277.63 77.26 200.37 p <.01
648 Values Empl Com 263.49 77.93 185.56 p <.01
649 Norms Artifacts 153.92 144.99 8.93 p <.01
B Norms SO-IGEN 86.41 62.95 23.46 p<.01
650 Norms SO-IDIS 108.16 81.62 26.54 » <01
651 Norms SO-RESP 97.03 71.14 25.89 p <.01
652 Norms Mkt Perf 185.84 72.51 113.33 p <.01
653 Norms Fin Perf 193.85 17.23 176.62 p<.01
654 Norms Reputation 155.54 53.68 101.86 p <.01
- Norms Empl Com 138.16 47.89 90.27 p <.01
059 Artifacts SO-IGEN 90.83 61.59 29.24 p < .01
656 Artifacts SO-IDIS 97.96 75.08 22.88 p <.01
657 Artifacts SO-RESP 127.15 62.60 64.55 p < .01
658 Artifacts Mkt Perf 253.45 96.24 157.21 p<.0l
659 Artifacts Fin Perf 215.39 40.61 174.78 p <.01
) Artifacts Reputation 251.57 77.47 174.10 p <.01
660 Artifacts Empl Com 188.25 66.80 121.45 p < .01
661 SO-IGEN SO-IDIS 53.49 42.06 11.43 p<.01
662 SO-IGEN SO-RESP 76.74 69.49 7.25 p <.01
63 SO-IGEN Mkt Perf 295.40 60.62 234.78 p < .0l
664 SO-IGEN Fin Perf 519.79 19.16 500.63 p <.01
SO-IGEN Reputation 307.74 34.44 273.30 p<.01
665 SO-IGEN Empl Com 233.91 40.77 193.14 p < .01
0666 SO-IDIS SO-RESP 117.76 93.29 24.47 p<.01
667 SO-IDIS Mkt Perf 338.27 78.44 259.83 p < .01
668 SO-IDIS Fin Perf 525.19 24.97 500.22 p<.0l1
669 SO-IDIS Reputation 389.67 47.57 342.10 p <.01
SO-IDIS Empl Com 340.03 70.69 269.34 p<.01
670 SO-RESP Mkt Perf 326.50 87.02 239.48 p < .01
671 SO-RESP Fin Perf 522.48 26.88 495.60 p<.01
672 SO-RESP Reputation 331.32 51.21 280.11 p <.01
. SO-RESP Empl Com 346.06 42.06 304.00 p < .01
674 Mkt Perf Fin Perf 276.73 62.46 214.27 p<.01
Mkt Perf Reputation 276.71 78.63 198.08 p < .01
675 Mkt Perf Empl Com 278.39 69.30 209.09 p < .01
676 Fin Perf Reputation 535.99 36.88 499.11 p < .01
677 Fin Perf Empl Com 533.82 27.22 506.60 p <.01
678 Reputation Empl Com 252.54 74.89 177.65 p <.01
679
680
681
682 item loadings reported in Table 3 for each of the three stakeholder-oriented dimensions,
683 we find that the generation of stakeholder intelligence (loading = .99, t-value = 10.99,
684 p < .01); dissemination of stakeholder intelligence (loading = .95, t-value = 12.17,
685 p < .01) and responsiveness to stakeholder intelligence (loading = .98, t-value = 14.20,

686 p < .01) function as first-order indicators of the higher-order phenomenon of stakeholder-
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oriented behavior (x> = 178.3, d.f. =51, Delta2 = .97, RNI= .97, CFI= .97,
RMSEA = .12).

Results

Given the complexity of the relationships coupled with the relatively small sample size
(N = 151), the hypotheses were tested using a series of hierarchical multiple regression
Equations (instead of, for example, structural equation modeling). The least squares
technique was used with the control variables entered as a block in step 1, followed by the
hypothesized variables in step 2 (cases with missing values were excluded list-wise). The
unit of analysis was the ‘strategic business unit’.

For each equation tested, we examined two different hierarchical regression models.
Model 1 represents a ‘standard analysis’ (SA), with the SO norms, artifacts, and behaviors
equally weighted for each stakeholder group. Model 2 represents a ‘sample weighted analysis’
(SWA), wherein the SO norms, artifacts, and behaviors were weighted based on the average
importance placed on each stakeholder group by the overall sample.' The average scores for
the sample were 4.24 for communities, 4.69 for regulators, 5.13 for suppliers, 5.82 for
shareholders, 5.99 for employees, and 6.56 for customers. Table 5 provides the means for the
overall importance of each stakeholder group by firm size. While the rankings were consistent
with the overall averages, the importance of shareholders and community stakeholders were
significantly different between the smallest firms (less than 500 employees) and the largest
firms (3000 or more employees). There were no significant differences among the number of
countries in which the organization operates for stakeholder importance.

Antecedents of stakeholder-oriented behaviors

Table 6 reports the results for the analyses involving the three components of SO culture
(values, norms, artifacts) and the antecedents to SO behaviors (stakeholder norms and
artifacts).

Hla predicted that SO values are positively associated with SO norms. The
hierarchical regression results show a significant, positive effect of SO values on SO
norms in the SA (§ = .65, p < .01) and SWA ( = .65, p < .01) analyses. The overall
equation, including SO values and the control variables, had an R? range of .23 to .50
(p < .01), with the hypothesized variable explaining an additional 20 to 42 percent in the
variance above the effect of the control variables (p < .01) in the SA and SWA models.
Thus, the results support Hla.

HIb and Hlc predicted that SO values and norms are positively associated with
artifacts. The results show a positive effect of values in the SA (§ = .18, p < .05) and
SWA (B = .16, p < .05) models as well as norms in the SA ( = .60, p < .01) and SWA
(B = .58, p < .01) models on artifacts. The overall equation had an R? range of .34 to .55
(p < .01), with the hypothesized variables explaining an additional 31 to 52 percent in the
variance above the effect of the control variables (p < .01). Thus, the results support Hlc
in all models and H1b in the SA and SWA models.

H2 predicted that norms and artifacts are positively associated with SO behaviors. The
results show a positive effect of SO norms on SO behaviors in the SA (8 = .39, p < .01) and
SWA (B = .37, p <.01) models. Artifacts affected SO behaviors in the SA ( = .31,
p < .01)and SWA (B = .30, p < .01) models. The overall equation had an R” range of .48 to
.68 (p < .01), with the hypothesized variables explaining an additional 44 to 66 percent in the
variance above control variables (p < .01). Thus, our findings support H2 in both models.
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Table 6. Relationships involving the antecedents of stakeholder-oriented behaviors: standardized
regression results.

Standardanalysis Sample weighted
Model andpredictor variables (SA) analysis(SWA) Finding
Hla (DV: Stakeholder norms)
Step 1: Brand .01 -.00
Countries -.08 —-.08
Size -.14 -.12
Step 2: Stakeholder values 65#H* 65 #H* Hla supported in
both models
R? 45 45
Adjusted R? 43 43
F-value 27.82%%% 27.773%%%
AR? (from Step 1 to 2) A2k HE 42
HI1b and Hlc (DV: Stakeholder artifacts)
Step 1: Brand .08 .09
Countries -.02 -.02
Size -.03 -.03
Step 2: Stakeholder values 18 19 H1b supported in
both models
Stakeholder norms .60 ** S58HHE Hlc supported in
both models
R’ 55 53
Adjusted R? 53 51
F-value 32.59%** 30.32%#%*
AR? (from Step 1 to 2) S5k 50K
H2 (DV: Stakeholder-oriented behaviors)
Step 1: Brand .01 .00
Countries .01 .01
Size .07 .09
Step 2: Stakeholder norms A48k 37 H2a supported in
both models
Stakeholder artifacts A0FE* 30 H2b supported in
both models
R’ .66 63
Adjusted R* 64 61
F-value 38.62%#%%* 40.67%**
AR? (from Step 1 to 2) .64k O] sk

Notes: Standard analysis (SA) = normal multiple regression analysis with equally weighted predictor and
criterion variables. Sample weighted analysis (SWA) = the stakeholder norms, artifacts, and behaviors were
weighted based on the average importance placed on each stakeholder group by the overall sample. A seven-point
Likert-type scale was used ranging from 1 = crucial to 7 = negligible.

ook

p <.01; "p <.05; p <.10.

Consequences of stakeholder-oriented behaviors

Table 7 reports the results for the business consequences of SO behaviors (i.e. market and
financial performance, reputation, and employee commitment).

H3a predicted that SO behaviors are positively associated with market performance.
The results show a positive effect of SO behaviors on market performance in the SA
(B = .38, p < .01) and SWA (B = .34, p < .01). The overall equation had an R? range of
21 to .25 (p < .01), with the hypothesized variables explaining an additional 21 to 25
percent in the variance above the effect of the control variables (p < .01). Thus, the
findings support H3a in the SA and SWA models.
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Table 7. Outcomes of stakeholder-oriented behaviors: standardized regression results.

Standard Sample weighted

Model and predictor variables analysis (SA) analysis (SWA) Finding
H3a — DV: Market performance
Step 1: Brand -.04 -.07

Countries .02 .07

Size -.02 -.02
Step 2: Stakeholder-oriented A9k Ak H3a supported
(SO)behaviors both models
R’ 24 23

Adjusted R? 21 20

F-value 7.88 3% 9.15%3%*

AR? (from Step 1 to 2) 24k 23k
H3b — DV: Financial performance
Step 1: Brand -.04 -.11

Countries -.10 -.04

Size .03 .01
Step 2: Stakeholder-oriented 38k 37 H3b supported
behaviors (SO) both models
R’ 16 15
Adjusted R? 13 13
F-value 4.9 % 5.60%3%*
AR? (from Step 1 to 2) 4 4k
H3c — DV: Reputation
Step 1: Brand -.06 -.03

Countries .03 .05

Size —. 18 -.13
Step 2: Stakeholder-oriented AT A6k H3c supported
behaviors (SO) in both models
R’ 27 22
Adjusted R? 23 20
F-value 7.33 5% 8.80%:x
AR? (from Step 1 to 2) 23 sksiex 20k
H3d — DV: Employee commitment
Step 1: Brand —.15% —-.10
Countries .08 .07
Size -.02 -.00
Step 2: Stakeholder-oriented 64k L6033 H3d supported
behaviors (SO) both models
R2 41 .36
Adjusted R2 .39 .34
F-value 17.71 %% 17.51 %%
AR?2 (from Step 1 to 2) AL 365
Notes: Standard analysis (SA) = normal multiple regression analysis with equally weighted predictor and

criterion variables. Sample weighted analysis (SWA) = the stakeholder norms, artifacts, and behaviors were
weighted based on the average importance placed on each stakeholder group by the overall sample. A seven-point
Likert-type scale was used ranging from 1 = crucial to 7 = negligible.

wetp < 01; p < .05; “p < .10.

H3b predicted that SO behaviors are positively associated with financial performance.
The results show a positive effect of SO behaviors on financial performance in the SA
(B =.52, p < .01) and SWA (B = .40, p < .01) models. The overall equation had an R*
range of .12 to .19 (p < .01), with the hypothesized variables explaining an additional 10
to 17 percent in the variance above the control variables (p < .01). Thus, the results of the
analysis support H3b.
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H3c predicted that SO behaviors are positively associated with reputation. The results
show a positive effect of SO behaviors on reputation in the SA (8 = .34, p < .01) and
SWA (B = .29, p < .01) models. The overall equation had an R? range of .21 to .27
(p < .01), with the hypothesized variables explaining an additional 19 to 24 percent in the
variance above the effect of the control variables (p < .01). Thus, the tests support H3c in
the SA and SWA models.

H3d predicted that SO behaviors are positively associated with employee
commitment. The results show a positive effect of SO behaviors in the SA (§ = .45,
p < .01)and SWA (B = .35, p < .01) models. The overall equation had an R? range of .38
to .45 (p < .01), with the hypothesized variables explaining an additional 37 to 45 percent
in the variance above the effect of the control variables (p < .01). Thus, the results
support H3d in the SA and SWA models.

Discussion and implications

This research has attempted to answer some of the questions about SO raised by
Bhattacharya and Korschun (2008). We identify the processes in the successful
management of various stakeholder interests and advance the role of marketing thinking
and processes in the stakeholder view of the firm. Similar to MO, SO is operationalized as
both an organizational culture and a set of behaviors. While SO and MO are not mutually
exclusive, they have a similar cultural and behavioral structure resulting in the opportunity
to use similar measures in researching both constructs. Stakeholder-oriented behaviors
have a strong association with market performance, financial performance, reputation, and
employee commitment. As SO is integrated into marketing practice, the definition of
marketing will likely expand to reflect the discipline as a social force with ethical and
social responsibilities. Marketers should view SO as a business philosophy that leads to
competitive advantage as well as financial success. The findings suggest that a firm should
consider a broad set of social actors in assessing the success of all marketing programs.

Stakeholder orientation: concept and benefits

The qualitative and quantitative investigations both provided support for a conceptualiz-
ation of SO that encompasses culture and behaviors. Values encouraging a team orientation,
the openness of internal communications, and ethics served as a foundation on which
concrete stakeholder-oriented norms and artifacts can develop. Relevant norms took the
form of concrete policies dictating desirable behaviors toward specific stakeholder groups.
Stakeholder-oriented artifacts included special events, spatial arrangements, official
brochures, and recognition programs that emphasized the importance of specific
stakeholders. Unlike values, norms and artifacts led directly to stakeholder-oriented
behaviors. These behaviors — comprised of intelligence generation, intelligence
dissemination, and responsiveness — were similar across the six stakeholder groups (i.e.
customers, suppliers, employees, regulators, community, and shareholders).

The empirical evidence supporting SO as a construct underlines the theoretical
contribution of the market orientation (MO) literature. In particular, our findings confirm the
earlier observed distinction and relationship between the cultural and behavioral
dimensions of a strategic orientation (Homburg & Pflesser, 2000). More importantly, the
results demonstrate that cultural components (values, norms, artifacts) and behaviors
(intelligence generation, dissemination, and responsiveness) identified in the MO literature
provide a solid basis for understanding how organizations can successfully manage their
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relationships not only with customers, but also with other stakeholders including suppliers,
employees, regulators, community, and shareholders. Previous research has not found a
construct as broad as SO to explain as much variance in performance as possible. Rather,
researchers have tested MO as the major driver of superior performance. SO is a broader
concept and provides more stakeholder identification associated with performance.
However, these additional stakeholders may vary across organizations. Overall, our study
illustrates how a core concept of marketing strategy — market orientation — can help
understand managerial practices in a stakeholder view of the firm.

Regarding outcomes, the empirical findings reveal that SO behaviors are associated
positively with market and financial performance, reputation, and employee commitment
in all of the eight models tested (see Table 7). As such, SO behaviors have a strong impact
on outcomes when the SO behaviors were equally weighted for each stakeholder group
(‘SA models’), as well as in the ‘sample weighted analysis’ (‘SWA model’), when the SO
behaviors were weighted based on the average importance placed on each stakeholder
group by the overall sample.

These results suggest that holding a wider array of stakeholders at an equal level of
importance to customers is likely to translate into increased stakeholder support. In line
with earlier studies (e.g. Berman et al., 1999), our findings support the instrumental value
of adopting a stakeholder-driven strategy. In addition, given the marketing foundation of
SO, a shifting of focus from marketing as the organizational function that manages
relationships with customers to one that centers on managing relationships with a broader
set of stakeholders has implications for practice and research.

Implications for practice

This study should encourage business and public policy leaders to promote the notion of
stakeholders and SO strategy. Our analysis should also encourage managers to coordinate
activities aimed at generating, disseminating, and responding to intelligence about a variety
of stakeholders. This study further reveals that different departments engage in similar
practices to be attentive to and to address the demands of their various stakeholders. By
combining these practices, businesses would become able to manage and act upon
stakeholder information much more systematically and efficiently. This ‘interfunctional
coordination’ effort would prevent the potential neglect of a stakeholder group or important
information, a notion that is also at the core of MO research (e.g. Narver & Slater, 1990).
MO theory and research evolved because firms needed to focus on the stakeholders that are
most likely to lead to better financial performance. This focus did not evolve out of
normative stakeholder theory. We provide strong support for research to determine whether
SO is superior to MO as a management philosophy.

More importantly, developing a focus on SO culture and behaviors helps evaluate
important SO antecedents and market consequences on a systematic basis. To maximize
financial performance, the organization must continuously develop, nurture, and work to
improve in order to systematically address stakeholder issues and secure stakeholders’
support. At the same time, research also indicates that MO is associated with many
variables that likely contribute to financial performance (e.g. market performance,
reputation, and employee commitment). As such, our findings regarding SO do not
diminish the importance of MO, but instead broaden the role of marketing by
incorporating additional stakeholders into cultural and managerial practices that enhance
performance. By including more stakeholders concerned about diverse issues, ethical and
social concerns should become more important.
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Implications for research

This exploratory study constitutes an important step toward understanding the SO concept,
its benefits, and its relevance for marketing scholarship and practice. Further research will
improve the appraisal of SO. Our measures were based on theory and the most common
values, norms, artifacts, and practices found in our qualitative inquiry, coupled with the
literature. While we maintained a final set of 30 items in our instrument, the result was
only one item for each stakeholder in measures for norms and artifacts. Additional
research is needed to evaluate whether the selected items are sufficient to cover the broad
scope of the SO concept. In addition, while we included the relative importance of each
stakeholder group in the SWA model, research that weights each individual attribute of SO
values may provide insights that we could not glean from this study. We began with a solid
theoretical foundation to study SO values at the general level, without being stakeholder-
specific. Future theory developments may fine-tune the general depiction of SO by
designating specific values to each stakeholder, as well as also potentially weighting these
attributes based on their relative importance for particular stakeholder groups.

Finally, our research calls for studies that more fully explain how SO is likely to lead to
business benefits. A limitation of this study is the use of subjective measures of performance
and reputation due to anonymity of survey respondents, which could be addressed in future
research using objective measures. In addition, we did not test the conceptual argument
suggesting that SO is conducive to increased stakeholder identification (Bhattacharya et al.,
1995; Dutton & Dukerich, 1994). Future research should examine the relevance of the
stakeholder identification argument. Our hope is that this investigation encourages more
research exploring the relevance of established marketing concepts for the study of
organizational relationships with stakeholders other than customers. For instance, studies
could explore the meaningfulness of concepts such as stakeholder value, satisfaction,
loyalty, and trust, as well as organizational initiatives such as ethics programs. This type of
research would probe, and incrementally define, the contribution of marketing in a
stakeholder view of the firm. In a business environment marked by multiple integrity
scandals, holistic-based stakeholder research would help demonstrate how marketing
strategies can contribute to the systematic development and implementation of responsible
and prosperous business practices toward economic, social, and ethical interests.

Note

1. We also tested a case-weighted model where the SO norms, artifacts, and behaviors were
weighted based on importance placed on each stakeholder group by that case.
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Appendix 1. Measures

Stakeholder values

(Values: Assessed on a seven-point Likert-type scale ranging from ‘strongly agree’ to ‘strongly
disagree’.)

There is a shared value system to support ethics in our organization. (Ethical values)

In our organization, we place much value on well-established ethical principles.' (Ethical values)

In our organization, we value ethics as much as financial performance.' (Ethical values)

In our organization, we place much emphasis on some core ethical values and not just on compliance
rules. (Ethical values)

In our organization, we aspire to implement a strong team spirit. (Team orientation)

Behaving in a supportive manner toward each other is valued very highly in our organization.'
(Team orientation)

In our organization, we put much emphasis on helping our fellow employees grow and develop.'
(Team orientation)

In our organization, we value team work as a source of competitive advantage. (Team orientation)
We strive to build a high degree of information exchange between our organizational units (e.g.
departments, teams). (Openness of internal communications)

In our organization, we place much emphasis on proactive communications. (Openness of internal
communications)

We place much value on maintaining open information flows at all levels of our organization.l
(Openness of internal communications)

Stakeholder norms

(Norms: Assessed on a seven-point Likert-type scale ranging from ‘strongly agree’ to ‘strongly
disagree’.)

Our organization uses well-defined policies that specify how employees must behave toward
customers.'

Our business policies dictate demanding quality standards for all our products and services.

Our organization uses clear policies to ensure the fair and equitable treatment of all suppliers.
Our business policies provide strict guidelines to avoid conflicts of interest in selecting suppliers
(e.g. based on gifts, friendship, or family connections).’

Our organization has rigorous policies that safeguard the health and safety of all employees in the
workplace.!

Our organization has detailed policies to ensure that each individual employee is treated with much
respect and dignity.

Our business policies specif?/ severe sanctions against employees who engage in activities that
violate laws and regulations.

Our business policies clearly assert our full commitment to abiding by all applicable laws.

Our organization has tough policies aimed at minimizing the negative impacts of our activities on the
community (e.g. noise, use of natural resources, emissions)."
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We have generous policies that describe the contributions of our organization to the community.
Our organization has demanding policies that describe the proper reporting of financial information
to our shareholders. '

Our organization embraces extensive corporate governance policies.

Stakeholder artifacts

(Artifacts: Assessed on a seven-point Likert-type scale ranging from ‘strongly agree’ to ‘strongly
disagree’.)

Employees who take care of customers in an exemplary way are rewarded on a regular basis.

Our website offers a platform where all customers can easily get in touch with our employees.'
Our organization often invites suppliers to the conferences or special events we organize.

Our website has a designated area where suppliers can easily interact with representatives of our
organization. '

Our organization has an employee excellence recognition program.

Our organization periodically publishes indicators of employee health and safety.’

We often invite local public policy makers to the conferences or special events we organize.

We have a team or department dedicated to keeping information flows between our organization and
public policy makers.

Our organization regularly recognizes employees who have done something very positive to help the
community.

Our organization periodically produces a report that details both the positive and negative impacts of
our activities on the community.

Our website offers a platform where shareholders can receive quick responses to their questions.’
Our organization regularly publishes a bulletin aimed at shareholders with up-to-date information on
new core decisions.

Stakeholder-oriented behaviors

(Assessed on a seven-point Likert-type scale ranging from ‘strongly agree’ to ‘strongly disagree’;
respondents were asked to provide a rating for each of the following stakeholder groups: employees;
customers; regulators; local communities; shareholders; and suppliers.)

Information generation (SO-IGEN)

Our organization generates information about our image among this strategic group at least once a
year.

We seek input from this strategic group before making decisions affecting its functioning or well-
being.

We generate information about the concerns of this strategic group by regularly meeting with some
of its representatives.

In our organization, periodic surveys, interviews, or other techniques are used to collect information
about the satisfaction of this strategic group with our practices.

Information dissemination (SO-IDIS)

The concerns of this group are communicated in periodical documents (e.g. reports, newsletters)
spread throughout the organization.

Information about the impact of our decisions on this strategic group is often disseminated and
discussed during departmental or interdepartmental meetings.

Information about the satisfaction of this strategic group with our organization is disseminated to our
employees on a regular basis.

We regularly disseminate information at all levels about the emerging concerns of this group.

Responsiveness (SO-RESP)

We are quick to adapt our practices according to the suggestions made by this strategic group.
When we find out that this group is dissatisfied with some of our practices, we immediately seek
solutions for improvement.

We always provide a personalized response to the complaints or concerns raised by this strategic

group.
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We regularly introduce concrete initiatives to enhance our contribution to the well-being or
satisfaction of this group.

Market performance

(Mkt Perf: Measure adapted from Homburg and Pflesser (2000): Assessed on a seven-point Likert-
type scale ranging from ‘much better’ to ‘much worse’; ‘In the last three years, relative to your
competitors, how has your organization performed with respect to:”)

Achieving customer satisfaction?

Providing value for customers?

Keeping current customers?

Attracting new customers?

Securing desired market share?

Financial performance

(Fin Perf: Measure adapted from Homburg and Pflesser (2000): Assessed on a seven-point Likert-
type scale ranging from ‘much better’ to ‘much worse’; ‘In the last three years, relative to your
competitors, how has your organization performed with respect to:”)

Return on investment?

Return on assets?

Profit growth?

Reputation

(Reputation: Adapted from a measure by Fombrun et al. (2000); assessed on a seven-point Likert-
type scale ranging from ‘strongly agree’ to ‘strongly disagree’.)

We are widely acknowledged as a trustworthy organization.

In general, our organization has a good reputation.

This organization is known to sell reliable products and services.

We are recognized as a well-managed organization.

Employee commitment

(Empl Com: Adapted from a measure by Jaworski and Kohli (1993); assessed on a seven-point
Likert-type scale ranging from ‘strongly agree’ to ‘strongly disagree’.)

Our people are very committed to this organization.

Employees often go above and beyond the call of duty to ensure the organization’s well-being.
The bonds between this organization and its employees are very strong.

It is clear that employees are fond of the organization.

Note: ' Item deleted in the measurement purification process; in the survey instruction, respondents
were requested to focus on the business unit where they were working.



