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Abstract

Purpose - To provide a comprehensive managerial framework to understand and provide a well
balanced and integrated stakeholder orientation for implementing corporate social responsibility in
marketing.

Design/methodology/approach — Many published articles provide significant findings related to
narrow dimensions of stakeholder orientation in marketing. This article utilizes existing knowledge on
this topic to support a methodology to implement a well-integrated corporate social responsibility
program that encompasses marketing.

Findings — The findings provide a grounded framework based on previous research that provides a
step-by-step approach for implementing corporate social responsibility from a marketing perspective.

Research limitations/implications — The framework developed in this paper provides an
opportunity to examine to what extent the step-by-step methodology has been implemented in
organizations as well as alternative approaches for implementation.

Practical implications — This is a managerial guide for using a stakeholder model for
implementing social responsibility in marketing.

Originality/value — This paper fulfils a need for advancing knowledge on implementing social
responsibility in marketing and provides a practical framework for managers who desire to implement
social responsibility.

Keywords Social responsibility, Stakeholder analysis, Corporate identity
Paper type Conceptual paper

While marketing has traditionally emphasized customer orientation, the unintended
consequences of marketing activities require consideration of key stakeholders and
their relevant interests (Fry and Polonsky, 2004). The marketing literature supports a
focus on customers and the development of superior solutions to their needs (Slater and
Narver, 1999). Market orientation has been found to be a key variable in the successful
implementation of marketing strategies (Homburg et al, 2004). But, a successful
marketing strategy has not always been associated with meeting the needs and
demands of all stakeholders (Miller and Lewis, 1991). Unfortunately, most approaches
to market orientation select to elevate the interests of one stakeholder — the customer —
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over those of others (Ferrell, 2004). There is evolving concern that organizations must Social
focus not just on their cqstomgrs, but also the importan‘g stakeholdey groups that hpld responsibility in
the firm accountable for its actions. A new emerging logic of marketing is that it exists .
to provide both social and economic processes, including a network of relationships to marketmg
provide skills and knowledge to all stakeholders (Vargo and Lusch, 2004).

This logic is captured in the new definition of marketing developed by the American
Marketing Association (2004) which states that: 957

Marketing is an organizational function and a set of processes for creating, communicating,
and delivering value to customers and for managing customer relationships in ways that
benefit the organization and its stakeholders.

This definition emphasizes the importance of delivering value and the responsibility of
marketers to be able to create meaningful relationships that provide benefits to all
relevant stakeholders. This new definition of marketing is the first definition to include
“concern for stakeholders”. The complexity surrounding a determination of the effects
of marketing transactions on all relevant stakeholders requires the identification of
stakeholders in the exchange process (Fry and Polonsky, 2004). The
reconceptualization of the marketing concept based on a long-term, multiple
stakeholder approach has also been suggested as a prescriptive model for
organizational responsibility in marketing (Kimery and Rinehart, 1998). For
example, research indicates that strategic planning varies considerably based on the
stakeholder profiles of organizations. It has been found that some companies focus on a
specific stakeholder group, such as customers, shareholders, employees, or competitors
(Greenley et al., 2004). Based on these developments, there is a need for marketing to
develop more of a stakeholder orientation rather than a narrow customer orientation.
Stakeholder orientation in marketing goes beyond markets, competitors, and channel
members to understanding and addressing all stakeholder demands.

As a result, organizations are now under pressure to demonstrate initiatives that
take a balanced perspective on stakeholder interests. Even though some leading
businesses —including Shell, Beyond Petroleum, and Starbucks — have introduced
innovative corporate social responsibility (CSR) initiatives, many organizations have
failed to implement a solid CSR program that truly integrates and balances their
responsibilities to various stakeholder groups. Instead, most companies have a
tendency to adopt uncoordinated initiatives that address only specific stakeholder
issues (e.g. policies against child labor, green marketing, equal opportunity programs).
Corporate identity and reputation, both important to marketing, are created by
business actions and communications with stakeholders (Christen and Askegaard,
2001; Bromley, 2001; Dowling, 2003). Over time the relevance of corporate identity will
diminish without implementation of meaningful communications with stakeholders
(Topalian, 2003).

Interestingly, the academic and managerial literature has provided little guidance to
help marketers integrate various initiatives into a sound program that can cover a wide
range of corporate responsibilities. For example, it has been suggested that meeting the
needs of customers and motivating employees to serve customers will provide growth
in shareholder value and help meet stakeholder interests (George, 2003). It has been
suggested that one way to enhance socially responsible marketing is to enhance
customer well-being without any harm to other stakeholders (Sirgy and Lee, 1996);
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EJM much of the research on CSR has focused on its conceptualization (Carroll, 1979;
399/10 Clarkson, 1995; Wood, 1991). Contemporary studies usually focus on the
’ implementation of very limited aspects of CSR (Porter and Kramer, 2002). Little has
been written about the concrete and systematic implementation of CSR in the

organization (Smith, 2003) and the likely benefits to be expected from its

implementation (Maignan et al,, 1999). This paper adopts an encompassing view of

958 stakeholder orientation and describes a step-by-step methodology that can be used to

implement a well-integrated CSR program in marketing to consolidate, coordinate, and
integrate with existing initiatives at the organizational level of analysis.

CSR from a marketing perspective

From the 1950s onward, business scholars have provided various definitions of CSR
and of related notions such as corporate citizenship, corporate social responsiveness, or
corporate social performance (Bowen, 1953; Wood and Jones, 1995). The differentiated
terminology employed, along with the multiplicity of the conceptualizations proposed,
underpins the complexity of the CSR concept. The discussion below draws from the
extant literature to outline a definition of CSR that accommodates the intricacies of this
concept while providing solid grounding for organizational and marketing
implementation.

Senior management and many marketers still struggle with the notion of corporate
social responsibilities (Greenfield, 2004). In particular, they are unsure about the
meaning of the word “social,” and do not necessarily see its link to daily business
activities. Quite often, they have problems evaluating how their own organization can
have an impact on, or contribute to, the well-being of society as a whole. This difficulty
is understandable because, as explained by Max Clarkson, society is “a level of
analysis that is both more inclusive, more ambiguous, and further up the ladder of
abstraction than a corporation itself” (Clarkson, 1995). Therefore, we propose as a
starting point that even though businesses in general are accountable toward society at
large, an individual business can be deemed responsible only toward the definable
agents with whom it interacts. These agents can be regrouped under the label of
“stakeholders” (Freeman, 1984). Even within a business, functional areas such as
marketing may only have a limited view of important stakeholders. Marketing
scholars have usually focused on two main primary stakeholders: customers and
channel members (Maignan and Ferrell, 2004). Stakeholder research indicates the
treatment of customers and employees has the most influence on firm performance
(Berman et al, 1999).

The discussion above suggests that businesses committed to CSR, at a minimum,
adopt values and norms along with organizational processes to minimize their negative
impacts and maximize their positive impacts on important stakeholder issues.
Therefore, the CSR of an organization is issue-specific: while the organization might
display exemplary behavior with respect to one stakeholder issue, it may fail to
properly address another stakeholder concern. The degree of commitment to CSR is
best evaluated at the level of an individual business unit: within large companies,
various business units may face different stakeholders and stakeholder issues. In |
addition at any given life cycle stage of on organization certain stakeholders, because |
of their potential to satisfy organizational needs, will be more important than other
stakeholders (Jawahar and McLaughlin, 2001). Within the marketing function, the
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degree of customer orientation will affect relationships with other stakeholders. It has Social

been hypothesized that “company 0_r1enta't10r: to non-consumer stakeholder groups will resp onsibility in

be dependent on their consumer orientation” (Greenley and Foxall, 1996). .
marketing

Marketing stakeholders and CSR

Stakeholders designate the individuals or groups that can directly or indirectly affect,

or be affected by, a firm’s activities (Freeman, 1984). Marketing stakeholders can be 959
viewed as both internal and external. Internal stakeholders include functional
departments, employees, and interested internal parties. External stakeholders include
competitors, advertising agencies, and regulators (Miller and Lewis, 1991). The various
relationships should be identified and interests understood.

Another view of stakeholders characterizes them as primary or secondary. Primary
stakeholders as those whose continued participation is absolutely necessary for
business survival; they consist of employees, customers, investors, suppliers, and
shareholders that provide necessary infrastructure. Secondary stakeholders are not
usually engaged in transactions with the focal organization and are not essential for its
survival; they include the media, trade associations, non-governmental organizations,
along with other interest groups. Different pressures and priorities exist from primary
and secondary stakeholders (Waddock et al., 2002). Unhappy customers may be viewed
with less urgency than negative press stories that can damage a business (Thomas
et al., 2004). Highly visible secondary stakeholders such as an interest group or the
media may at times be viewed with greater concern than employees or customers.
Remote stakeholders at the fringe of operations can exert pressure calling into question
the firms’ legitimacy and right to exist (Hart and Sharma, 2004). The three critical
elements in assessing stakeholder influence is their power, legitimacy and urgency of
issues (Mitchell et al, 1997).

Power has been defined as “the ability to exercise one’s will over others” (Schaefer,
2002). Legitimacy relates to socially accepted and expected structures that help define
whose concerns or claims really count and urgency captures the dynamics of the
time-sensitive nature of stakeholder interactions (Mitchell et al, 1997). Power and
legitimacy may be independent but the urgency component sets the stage for dynamic
interaction that focuses on addressing and resolving issues.

Shared stakeholder norms and values. Major stakeholders may have different needs
and a fine-grained approach may be needed to ascertain even differences within major
stakeholder groups, such as customers, employees, suppliers, and investors (Harrison
and Freeman, 1999). On the other hand, usually, a certain number of individual
stakeholders share similar expectations about desirable corporate practices and
impacts (Maignan and Ferrell, 2004). Some of them choose to join formal communities
dedicated to better defining, and to advocating, these values and norms. For example,
some investors choose to play a role in SocialFunds.com, an organization that provides
information about socially responsible investing and stimulates shareholder activism
in favor of CSR. Similar communities can also be found among employees (Employee’s
Advocacy Group), consumers (Consumer Federation of America), suppliers (Covisint in
the automobile industry), competitors (Better Business Bureau), the geographical areas
where the firm operates (Alaska Wilderness League), and the media (National
Association of Broadcasters). Individual stakeholders may embrace and discuss issues
on a collective basis even when they do not join a formal organization. For instance,
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EJM customers do not need to be members of Greenpeace, a group concerned about the
399/10 gnv1ronmental impact of b1_1$1ne5§ operations, to discuss 'E.hIS issue Wlth others, apd to
’ incorporate this concern in their voting and purchasing decisions. Accordingly,
stakeholders can be regrouped into formal or informal communities that share a certain
number of values and norms about desirable business behaviors. Often different
stakeholders include customers, suppliers, employees, as well as others who agree

960 upon shared needs and interests:

Cuitivating a “stakeholder friendly culture” that is responsive to those common needs can be
a source of competitive advantage for a firm (Leap and Loughry, 2004).

Stakeholder issues in marketing. Stakeholder values and norms apply to a variety of
marketing issues such as sales practices, consumer rights, environmental protection,
product safety, and proper information disclosure (Maignan and Ferrell, 2004).
Noticeably, stakeholder values and norms concern both issues that do and do not affect
stakeholders’ own welfare. For example, consumers may worry not only about product
safety, but also about child labor, an issue that does not impact them directly. We
define stakeholder issues as the concerns that stakeholders embrace about
organizational activities and the residual impact. Within the context of marketing,
Social Responsibility (SA) 8000 registration/certification addresses customer concerns
about child labor, worker rights, discrimination, compensation, and other issues that
could impact marketing activities (Miles and Munilla, 2004). Accordingly, the level of
social responsibility of an organization can be assessed by scrutinizing its impacts on
the issues of concern to all defined stakeholders. Table I provides examples of common
stakeholder issues that impact marketers and may need to be considered in CSR
decision-making.

Stakeholder pressures. As illustrated in Figure 1, various stakeholder communities
are likely to exercise pressures on the focal firm and on each other in order to push
forward their own values and norms. Figure 1 further illustrates that, in spite of
disparities across communities, stakeholders conform to broad and abstract norms
that define acceptable behavior in society. Home Depot requires that an independent
firm check the promoted environmental practices of the products and materials
provided by its suppliers. In particular, the retailer requires wood products be certified
through the independent Forest Stewardship Council. Hence, Home Depot imposes its
norms and concerns regarding the natural environment on its suppliers. Noticeably,
each business has its own values and norms depicting desirable behaviors based on its
corporate culture and operations. These organizational values and norms overlap with
those of some stakeholder groups, and especially with those of primary stakeholders
since they are in the best position to exercise an influence on the organization.

Importance of stakeholder norms. Stakeholders provide resources that are more or
less critical to the firm’s long-term success (Freeman, 1984). Stakeholder resources may
be both tangible and intangible. For example, stockholders can bring in capital;
suppliers can provide material resources or intangible knowledge; local communities
can offer infrastructure and a location; employees and managers can grant expertise,
leadership, and commitment; customers can provide loyalty and positive
word-of-mouth; and the media help spread positive corporate images. The ability of
stakeholders to withdraw, or threaten to withdraw needed resources gives them power
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Some stakeholder groups and issues

Potential indicators of corporate impact on these
issues

Employees
1. Compensation and benefits

2. Training and development
3. Employee diversity
4. Occupational health and safety

5. Communications with management

Customers

1. Product safety and quality

2. Management of customer complaints
3. Services to disabled customers

Investors
1. Transparency of shareholder communications

2. Shareholder rights

Suppliers

1. Encouraging suppliers in developing countries
2. Encouraging minority suppliers

Community

1. Public health and safety protection

2. Conservation of energy and materials

3. Donations and support of local organizations
Environmental groups

1. Minimizing the use of energy

2. Minimizing emissions and waste

1. Ratio of lowest wage to national legal minimum
or to local cost of living

2. Changes in average years of training of
employees

3. Percentages of employees from different gender
and race

4. Standard injury rates and absentee rates

5. Availability of open-door policies or
ombudsmen

1. Number of product recalls over time

2. Number of customer complaints and
availability of procedures to answer them

3. Availability and nature of the measures taken
to insure service to disabled customers

1. Availability of the procedures to keep
shareholders informed about corporate
activities

2. Litigation involving the violation of shareholder
rights (frequency and type)

1. Fair trade prices offered to suppliers in
developed countries
2. Percentage of minority suppliers

=

. Availability of an emergency response plan

2. Data on reduction of waste produced and
comparison to industry

3. Annual employee time spent in community

service

1. Amount of electricity purchased; percentage of
green electricity

2. Type, amount, and destination of the waste
generated

3. Minimizing the adverse environmental impacts 3. Percentage of product weight reclaimed after

of products and services

use

Social
responsibility in
marketing

961

Table 1.

Examples of stakeholder
issues and associated
measures of corporate
impacts

over the organization. The idea of stakeholder power is exemplified in Ford’s on-line

Corporate Citizenship Report:

We exist in a complex system of relationships with our stakeholders. When the connections
between us are strong, communications are clear and high levels of trust and respect are
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present in our relationships, we are more likely to achieve sustained business success. And Social
when any part of the system breaks down, we are more likely to fail. respon 51b111ty in

On the other hand, citizenship can enhance social capital contributing to the creation of markeﬁng
structural, relational, and cognitive sustainable organizational advantage (Bolina et al.,
2002).

963

Stakeholder values and norms

The discussion above could imply that marketers will engage in socially responsible
behaviors only in the presence of stakeholder power. Marketers would then limit their
responsibility initiatives to those issues of concern to the most powerful and visible
stakeholder communities. This view has some merit especially since managers and
employees form stakeholder communities that actively defend specific norms and
values within the firm. However, organizations may be driven to commit to a specific
cause independently of any stakeholder pressure. Businesses may also want to exceed
stakeholder expectations. Thus, organizational values and norms can dictate modes of
behavior that are more stringent than those demanded by more various stakeholder
communities. For example, Starbucks engages in recycling, employee-friendly policies,
and fair trade initiatives that go beyond what stakeholders might require.
Organizations such as the Home Depot engage in strategic philanthropy tying their
business goals to their social mission. When employees volunteer to erect Habitat for
Humanity homes, they are applying their skills and improving their expertise as sales
associates for the company.

Clear organizational values and norms are also needed to select among conflicting
stakeholder demands. A given organization could indeed be faced with equally
powerful stakeholders whose views of CSR imply differentiated business practices. For
example, while customers may demand environmentally friendly products,
shareholders may question green investments because of their high costs and
uncertain returns. Accordingly, organizational values and norms are especially useful
to guide CSR practices when they specify the nature of either relevant stakeholder
communities or important stakeholder issues. For example, the pharmaceutical
company Bristol-Myers Squibb states on its website:

Our company’s core values [...] center on sustaining and improving the lives of people
throughout the world. This specifically includes our employees and shareholders, customers
and consumers, suppliers and contractors, and members of the communities in which we
operate.

Organizational values and norms are most likely to actually pervade decisions and
practices when they are clearly formalized and well-communicated to employees and
business partners. The formalization of CSR norms can be accomplished in many ways
such as:

+ Presenting the stakeholder issues viewed as most important in official
organizational communications (mission statement, values statement, annual
reports).

+ Clarifying the nature of desirable and undesirable behaviors in a code of ethics
and associated training programs.
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+ Openly endorsing environmental, ethical, or social charters (e.g. Caux principles,
Keidanren Charter for Good Corporate Behavior, CERES principles — Coalition
for Environmentally Responsible Economies, Responsible Care Principles —
from the American Chemistry Council).

+ Actively benchmarking achievement of CSR goals and establishing revised
expectations annually.

Noticeably, even though strong organizational values and norms are important, they
are not sufficient to ensure responsible corporate behaviors: they may fail to account
for the evolving norms and issues valued by powerful stakeholder communities.
Wal-Mart customers appear to have more power than employees, while suppliers do
not feel preferred and some communities boycott Wal-Mart stores. Employees may be
gaining power as their treatment is under scrutiny (Ferrell, 2004). Therefore,
businesses must be capable of defining their values and norms while concurrently
keeping abreast of those of their stakeholders.

Stakeholder issues and processes

Important stakeholder issues. Given limited organizational resources, businesses
cannot possibly address all stakeholder issues. The nature of the most important
stakeholder issues is determined by considering simultaneously:

« the priorities dictated by organizational values and norms (urgency);
+ the relative power of different stakeholder groups; and
- the legitimacy of the issues presented (Mitchell et al., 1997).

The magnitude and presences of these three elements increases organizational
attentiveness to stakeholder concerns (Mitchell ef al, 1997). As earlier mentioned,
organizational values and norms can be more stringent than those of stakeholders;
therefore, addressing relevant stakeholder issues is seen as a strict minimum to show
commitment to CSR. The evaluation of the organization’s impacts on various
stakeholder issues can be based on objective indicators such as those outlined in
Table I. This assessment can also be performed by surveying the satisfaction of
different stakeholders with the organization along with their image of the organization.

CSR processes. Two main types of CSR processes can be recommended to bring
organizational norms into practice and to properly address relevant stakeholder issues.
First, stakeholder intelligence generation processes help the firm keep abreast of the
nature of powerful stakeholder communities along with their main norms and
concerns. A second type of CSR processes consists of implementing concrete initiatives
aimed at tackling relevant stakeholder issues. These initiatives can take many different
forms. For example, processes aimed at addressing some employee issues could
include a health and safety program, the development of a career management
program, or work schedules that facilitate the coordination of personal and
professional lives. With respect to customers, concrete CSR implementation
processes could consist of product quality and safety programs, or of procedures
aimed at responding to individual customer complaints. Initiatives aimed at the
community include philanthropic and volunteerism programs along with
environmental protection efforts.
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Overall, the view of CSR depicted thus far helps render this concept manageable by Social
limiting its scope and tying it to concrete business activities. Clarkson (1999, p. 4) responsibility in

defined nine principles of stakeholder management in building stakeholder .
relationships: marketing

(1) Acknowledge.

2) Monitor. 965
Listen.

Communicate.

Adopt.

Recognize.

Work.

8) Avoid.

9) Acknowledge conflicts.

P
XIS E

In addition, Carroll and Buchholtz (2003, p. 78) provide key questions in stakeholder
management:

+ Who are our stakeholders?
+ What are our stakeholders’ stakes?
+ What opportunities and challenges do our stakeholders present to the firm?

+ What responsibilities (economic, legal, ethical, and philanthropic) does the firm
have to its stakeholders?

« What strategies or actions should the firm take to best handle stakeholder
challenges and opportunities?

It has been suggested that a stakeholder management approach systematically
integrates managers’ concerns about organizational strategy with the interests of
marketing and other functional areas of business (Savage et al, 1991). By assessing
each stakeholder’s potential to threaten or to cooperate with the organization it is
possible to identify supportive, non-supportive, and marginal stakeholders (Savage
et al., 1991). The next section uses this conceptual framework as a basis to develop a
solid plan to manage CSR.

How to implement CSR in marketing

This methodology outlines the steps to be adopted to properly implement CSR from a
marketing perspective. In particular, the methodology advanced is aimed at
introducing a coherent CSR program where marketing decisions are driven by a fit
with organizational values and norms. An overview of the proposed methodology is
provided in Figure 2.

Step 1: discovering ovganizational values and norms

In order to enhance organizational fit, a CSR program must align with the values,
norms, and mission of the organization. The purpose of this first step is to identify the
organizational values and norms that are likely to have implications for CSR. In
particular, relevant existing values and norms are those that specify the stakeholder
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groups and stakeholder issues that are deemed as most important by the organization.
Very often, relevant organizational values and norms can be found in corporate
documents such as the mission statement, annual reports, sales brochures, or web sites.
Table Il illustrates how concrete corporate values and norms can be translated in terms
of CSR objectives.

Formal documents may not be sufficient to elicit how the organization envisions its
relationships and contributions to stakeholders. Interviews of leading and senior
organizational members may yield fruitful insights to begin the management process.
While they clarify the stakeholders and issues they stand for, businesses must also
understand which corporate practices and impacts are of greatest concern to their
stakeholders. While limited attention has been given to processes for identifying
alternatives based on stakeholder values, Gregory and Keeney (1994) do suggest
approaches for creating policy alternatives. They suggest an approach to guide
stakeholder tradeoff decisions that uses a logical methodological framework. First,

Social
responsibility in
marketing

967

Statement of organizational values and

Company norms?® Implications for CSR

3M 3M has four fundamental corporate Identification of most valued
values: “(1) satisfying customers with  stakeholders: customers, investors,
superior quality and value, (2) social and physical environment,
providing investors an attractive employees
return [...], (3) respecting the social and Identification of valued stakeholder
physical environment, (4) being a issues: satisfaction, quality, and value
company that employees are proud to for customers; return for investors; no
be a part of” damage for the natural environment;

and a sense of belonging for employees
McGraw-Hill “The McGraw-Hill Companies services Identification of valued stakeholders:

Beyond Petroleum

its customers, employees and
shareholders alike, reaching across the
globe. But our mission remains simple:
[...] to help people around the world
learn, grow, acquire new skills, better
their lives and, in doing so, better their
community”

BP’s business policy includes: “Each
individual in the teams that form the
new company comes from a
background in which values matter.
These values may have been
manifested in different ways, but they
have much in common: a respect for the
individual and the diversity of
mankind, a responsibility to protect the
natural environment, a belief in honest
exchange and an awareness that a
strong reputation is essential for
business success”

customers, employees, shareholders
Identification of important stakeholder
issues: education and personal
development

Identification of relevant stakeholder
issues: diversity, respect of human
rights, protection of the natural
environment, ethical business
transactions

Note: * As found in the web sites of the corresponding companies

Table II.
Implications of values
and norms for CSR
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with mutual understanding of the decision context, each stakeholder articulates
objectives. Stakeholders then, based on a list of objectives, identify alternatives with
the understanding that objectives should be linked to values. Then a balanced
compromise is developed from the objectives of competing stakeholders through
negotiations (Gregory and Keeney, 1994). For example, marketing traditionally targets
customer stakeholders, but a new logic is evolving with the appropriate unit of
exchange being the application of competencies, knowledge, and skills for and to the
benefit of all stakeholders (Vargo and Lusch, 2004). Organizations that embrace a
stakeholder orientation need to generate intelligence identifying stakeholders and
understanding their needs.

Identifying CSR issues and problems is the first step in determining the stakeholder
groups that have an interest in organizational participation and solutions. When
addressing marketing issues, consumer surveys have been used as a key input for
decision making, especially in shaping public policy through agencies such as the
Federal Trade Commission and Food and Drug Administration (Hastak et al, 2001).

Step 2: identifying stakeholders

In managing this stage, it is important to recognize stakeholder needs, wants, and
desires. There are many important issues that gain visibility because key
constituencies such as consumer groups, regulators, or the media express an interest
(Hastak et al., 2001). When agreement, collaboration, or even confrontations exist on an
issue, there is a need for a decision making process. Lober (1997) suggests a model of
collaboration to overcome the adversarial approaches to problem solving. Managers
can identify relevant stakeholders that may be affected by or may influence the
development of organizational policy. Altman and Petkus (1994) suggest that there will
be conflicting needs that require:

+ consulting, accommodation, and involvement;

+ formulation of alternatives;

+ communication and leadership; and

+ policy implementation that is monitored and adjusted.

As discussed earlier, stakeholder identification and salience is based on stakeholders
possessing one of the following attributes: power, legitimacy, and urgency (Mitchell
et al., 1997). Stakeholders have some level of power over a business because they are in
the position to withhold, or at least threaten to withhold, organizational resources
(Carroll and Buchholtz, 2003). To assess the power of a given stakeholder community,
it is useful to rate the extent to which:

* the firm depends on the resources of this stakeholder community for its
continued survival; and

+ the welfare of the stakeholder community depends on organizational success
(Frooman, 1999).

Stakeholders have most power when their own survival is not really affected by the
success of the organization, and when they have access to vital organizational
resources. For example, most consumers of shoes do not need per se to buy Nike shoes.
Therefore, if they decide to boycott Nike, they have to endure only minor
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inconveniences. Nevertheless, their loyalty to Nike is vital to the continued success of Social
the sport apparel giant. il
The proper assessment of the power held by a given stakeholder community also reSpOHSIblhty. n
requires an evaluation of the extent to which that community can collaborate with marketmg
others to pressure the firm. The more ties exist or can easily be developed between
stakeholder communities with similar norms, the more vulnerable the organization.
This idea can be illustrated with Shell's Brent Spar crisis in the early 1990s 969
(Zyglidopoulos, 2002). Greenpeace had secured the support of several television and
newspapers outlets before it launched its offshore demonstrations against Shell’s
planned destruction of an oil platform. The NGO had also gathered support beforehand
among other environmental groups, church representatives, and political leaders in
several European countries. This created legitimacy of the cause. As a result,
Greenpeace’s actions were highly visible and led to broad-based and unified
condemnations of Shell. This resulted in the urgency for Shell. The oil giant then had
little choice but to give in to activists’ demands. Such contagion effects and
collaboration help stakeholders build power relative to the firm. At the end of step 2,
businesses should have a list of stakeholder communities in hand, with a rough
assessment of their perspective and common power.

Step 3: identifving stakeholder issues

Together, steps 1 and 2 lead to the identification of the stakeholders who are both the
most powerful and legitimate. The level of power and legitimacy determines the degree
of urgency in addressing their needs. Step 3 consists then in understanding the nature
of the main issues of concern to these stakeholders. Conditions for collaboration exist
when problems are so complex that multiple stakeholders are required to resolve the
issue and the weaknesses of adversarial approaches are understood (Lober, 1997).
Some of this knowledge is often partially in-house, but has not been systematically
integrated and analyzed. Boundary spanners (e.g. sales representatives,
customer-service representatives, purchasing managers, public relations and
advertising specialists) may be especially knowledgeable about the main norms and
concerns shared by customers, suppliers, and the public opinion. Relevant information
can also be found in secondary documents published by stakeholder organizations
such as professional associations, governmental agencies, NGOs, or competitors. In
spite of this existing knowledge, it may still be useful to conduct panel discussions or
interviews with stakeholders to better understand their specific expectations. Topics to
be tackled in these forums could include:

* Stakeholders’ views of CSR in general: what is CSR? What are examples of
socially responsible firms? What are examples of socially irresponsible firms? To
whom are businesses most responsible?

+ Stakeholders’ views of the social responsibilities faced by the focal organization:
to whom is this firm responsible? What are negative impacts of the firm on
society and on its business associates? How can the organization actively
contribute to the well-being of different stakeholders?

Such a process of stakeholder intelligence generation is in place at General Motors with
“community impact strategic teams,” in charge of identifying internal and external
issues that may impact the company and its stakeholders. An accurate assessment of
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relative power levels can enable stakeholders to accept their roles and responsibilities
and assist top management in implementing stakeholder orientation (Daake and
Anthony, 2000). Overall, step 3 should result in a clear list of stakeholders and their
concerns as well as providing the framework for strategic planning.

Step 4. assessing the meaning of CSR

Steps 1 through 3 consist of generating information about CSR among a variety of
influencers in and around the organization. Step 4 brings these three first stages
together to arrive at a concrete definition of CSR that specifically fits the organization
of interest. This general definition will then be used to evaluate current practices and to
select concrete CSR initiatives. Functional areas such as marketing, should be able to
use this definition for CSR activities that address stakeholder concerns. Ideally, this
chosen definition is then formalized in official documents such as annual reports, web
pages, or company brochures. The definition should at least clarify two main points:

(1) The motivation underpinning the commitment to CSR.
(2) The stakeholders and issues that are perceived as priority by the organization.

The first element of the definition clarifies why CSR is of interest to the company, and
therefore places CSR in the context of the broader organizational objectives and
mission. When a CSR issue and mandate for a solution exists, there is a shift to
exploring alternatives with constituencies such as consumer groups, trade
associations, regulatory agencies, as well as others to develop a CSR definition and
policy (Hastak et al, 2001). From the analyses conducted in steps 1 and 2, it may
become obvious that CSR is an integral part of the organization’s values and norms.
For example, the financial services provider PNC states:

Giving back is a bedrock value at PNC. For us, that is business-as-usual (PNC, 2004).

In contrast, the pharmaceutical company AstraZeneca presents CSR mainly as the
result of stakeholder pressures: “we aim to be in tune with the changing expectations of
society and to conduct business in a way that meets widespread approval”
(AstraZeneca International, 2004); and Carrefour introduces CSR as an excellent
instrument to achieve performance objectives: “we firmly believe that our responsible
approach is the source of our financial success” (Carrefour, 2004).

The second element of a CSR definition pinpoints the stakeholders and issues that
are the main targets of CSR initiatives. The formation of voluntary collaborations is
related to organizational commitments in their values and objectives to participate in
solutions that result in improved CSR (Lober, 1997). For instance, the global bank ABN
AMRO defines its social responsibilities as follows:

Being an active and responsible member of the societies and communities in which we
operate is very important to us, morally as well as financially. Whether creating new products
designed to promote sustainable development, spelling out the principles on which we
conduct our business or supporting sports and the arts, we believe that being a good
corporate citizen creates value for all stakeholders — employees, clients, investors,
communities and others (ABN AMRO, 2004).

In this definition, ABN AMRO identifies key stakeholders along with stakeholder
issues that are considered as most important including sustainable development,
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integrity, and sponsorships of sports and arts. Ginsberg and Bloom (2004) noted that Social
consumers will not cor_npromise. on key product attributes for environm(?ntal issues responsibility in
such as green marketing. Environmental approaches must be customized to the .
company, strategy, and competitive environment. While most organizations will marketmg
identify customers as key stakeholders, specific issues the marketing function

addresses should be derived from organizational issues.
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Step 5: auditing current practices

The use of social auditing to identify stakeholder issues is important to demonstrating
a firm’s commitment to social responsibility. Social auditing is a process of assessing
and reporting business performance and fulfilling social responsibilities expected by
its stakeholders (McAlister et al, 2005). Without reliable measurements of the
achievement of social objectives, a company has no concrete way to verify their
importance, link to organizational performance, or justify expenditures to stakeholders
(Zadek et al, 1997). The social audit should provide regular, comprehensive, and
comparative verification of stakeholder feedback, especially key issues and concerns.

Two main questions can guide an audit of current CSR practices:

(1) What does the organization already have in place to address important
stakeholder issues?

(2) Which practices need improvement?

The first part of this inventory is necessary because most organizations do not have a
good overview of the various processes already in place to tackle each specific
stakeholder issue. For example, when considering the issue of customer relationships,
managers may consider a broad range of initiatives such as customer expectations,
contract employee performance, as well as the customers’ feelings about environmental
and social issues related to the purchase of the product. This creates the need for
marketing to consider long-term relationships rather than using technology to control
immediate customer behavior (Vargo and Lusch, 2004).

The second part of the audit consists essentially in identifying which organizational
practices need to be modified in order to better address stakeholder issues. A
systematic review of all organizational processes along with surveys of different
stakeholders could be conducted to perform the second part of this audit. Objective
indicators of the organizational impacts on specific stakeholder issues (see those
presented in Table I) can also be used. Businesses can rely on standardized audits such
as those offered by the Global Reporting Initiative and the Social Accountability
Institute. These standards provide a listing of issues to be surveyed, along with
recommended indicators of impacts. These standardized audits implicitly assume that
all companies share similar values and face about the same stakeholder communities
and issues. As a result, they are most adequate for large companies that confront a
wide range of issues and can afford to tackle this variety. Regardless of size, businesses
should make sure that their audit centers on the stakeholders and issues favored in
their own definition of CSR. Such a focus best enables businesses to concentrate their
efforts and to establish a clear profile in the eyes of stakeholders. At the end of step 5,
businesses should have a detailed inventory of organizational activities that need to be
added or improved.
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Step 6: implementing CSR initiatives

The CSR implementation process starts with the prioritization of the challenging areas
outlined in step 5. Two main criteria can be considered. First, the levels of financial and
organizational investments required by different actions should be considered. In
particular, one could distinguish between the challenges that require:

* Only small adaptations of current processes. For instance, philanthropic
donations could be re-organized to systematically target one specific strategic
issue. Similarly, communications to employees could be consolidated in order to
yield greater accessibility and clarity. Service quality could be improved by
reducing cycle time.

* The creation of new external marketing processes. Examples would include the
development of a supplier selection program based on environmental criteria,
and the adoption of a process to give a personal answer to every customer
complaint,

* The development of new products to enhance green marketing. For instance,
businesses could attempt to lower the non-recyclable content of products, design
ways to re-use old packaging or improve pollution emission well in advance of
government regulations.

A second criterion to consider when prioritizing CSR challenges is urgency. When the
challenge under consideration corresponds to a point listed in the definition of CSR,
and when stakeholder pressures on the issue could be expected, then the challenge can
be considered as urgent. It should therefore be tackled without delay. Once a depiction
and schedule of CSR challenges has been established, it is essential to allocate
responsibility both to individual initiatives, and to the CSR implementation process as
a whole. Even though it is often neglected, the designation of an individual or
committee in charge of overseeing all CSR efforts is the only way to ensure the
coherence of diverse initiatives, along with their fit with the stated definition of CSR.

Step 7: promoting CSR
Creating awareness. Given that one aspect of CSR consists in addressing stakeholder
issues, it is essential that businesses keep internal and external stakeholders aware of
the initiatives undertaken to address these issues. Public relations including
environmental and social reports constitute an increasingly popular means of
keeping some stakeholders informed (mainly shareholders, investment funds, business
partners, and employees). An increasing number of companies also seem to also use
web sites to communicate their achievements (Maignan and Ralston, 2002).
Traditional advertising can also be used to enhance awareness of CSR initiatives.
For instance, Shell has been conducting for several years a campaign on the theme:
“profits and principles: is there a choice?” This campaign emphasizes Shell’s
commitment to social responsibility and environmental sustainability. Given that the
successful management of CSR requires the continuous generation of intelligence
about stakeholders, communications on CSR should not flow solely from businesses to
stakeholders. Instead, businesses should strive not only to create awareness of CSR,
but also to establish bonds to stakeholders and invite them to participate in their CSR
initiatives.
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Getting stakeholders involved. One approach to stimulating a sense of bonding to the Social
ﬁrm consists in emphasizing the fact that the .business and ﬁts stakeholders share responsibility in
similar concerns. For example, Wal-Mart advertises on store displays and on its web .
site the thank-you letters and special acknowledgements received by its employees marketmg
during the working hours they spent as volunteers in the community. These messages
make public the common concern for the community displayed by both the company
and its employees. The publicized affiliation and commitment might be appealing to 973
potential recruits, consumers, and community members. Stakeholder expectations
should be known to provide for the best match with corporate action and a mismatch
between words and actions jeopardizes firm credibility (Dawkins and Lewis, 2003).

Awards, prizes, and events similar to sales promotion activities in marketing are
also popular methods to encourage stakeholders to partner with the firm in order to
address a specific issue. For example, AstraZeneca has adopted an awards program
that recognizes the country managers that have introduced successful initiatives with
respect to safety, health, and the environment. In a similar vein, AstraZeneca organized
community initiatives in more than 20 countries to celebrate its first birthday. Not only
were employees invited, but business partners, NGOs, and community leaders were
also invited to take part in these special events.

Overall, step 7 is intended first and foremost to encourage the exchange and
interaction of ideas to gain stakeholder engagement. Meanwhile, promotion adopted
during this phase may provide important information to stakeholders to secure
increased support for their activities. When stakeholders get a chance to understand
that a business acts upon issues that they value, they may be appreciative of the firm’s
efforts, and may be willing to support organizational CSR initiatives. There is some
preliminary research evidence that supports the likelihood of increased stakeholder
resources as a result of CSR initiatives. In particular, scholars have established positive
relationships between perceptions of CSR and a variety of desirable outcomes such as
positive product and brand evaluations, customer loyalty, employee commitment, and
attractiveness as an employer (Brown and Dacin, 1997; Handelman and Arnold, 1999).
Even though these findings need confirmation, they suggest that businesses may be
able to enjoy concrete rewards from their investments in CSR. Even though such
benefits may be real, businesses should not be tempted to use step 7 only for
promotional spin rather than focusing on stakeholder expectations. It is indeed also
essential that businesses use communications to obtain stakeholders’ feedback on their
CSR efforts.

Step 8: gaining stakeholder feedback

The different activities mentioned in step 7 help stimulate a dialogue with
stakeholders. Other instruments can be employed to keep abreast of stakeholders’
views of the firm and of their evolving issues (Sen and Bhattacharya, 2001). Additional
stakeholder feedback can be generated through a variety of means. First, stakeholders’
general assessment of the firm and its practices can be obtained through satisfaction or
reputation surveys. For instance, AstraZeneca has conducted a global survey of its
employees to evaluate not only their own satisfaction, but also their perceptions of the
firm’s socially responsibility efforts. Beyond Petroleum (BP) has conducted several
surveys of stakeholders in order to evaluate their perceptions of the firm, and get
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EJM insights into welcome improvements. One quantitative survey focused on the
399/10 reputation Qf BP among several audiences in the US and UK. .
’ Second, in order to gauge stakeholders’ perceptions of the firm’s contributions to
specific issues, more qualitative methods may be desirable. For example, BP conducted
a qualitative evaluation of its social responsibility efforts and reporting through
in-depth interviews of institutional investors, private shareholders, community leaders,
974 and NGOs. Different approaches enable assessment of the firm’s progress in
addressing specific stakeholder issues. They also highlight areas that require further
improvements. Therefore, as depicted in Figure 2, we suggest that stakeholders’
feedback be used as input for the next audit. Consequently, the sequence linking steps
5 to 8 (from the CSR audit to stakeholder feedback) should be performed on a regular
basis. In fact, we recommend conducting an audit of current practices bi-annually.
Figure 2 further illustrates that stakeholders’ feedback can be used as an input to
reassess the first three steps of the CSR management process in the long-run
(approximately every four years). Stakeholder surveys and interviews could indeed
highlight a new and important stakeholder group, or could reveal emerging
stakeholder issues. As a result, organizational norms and values along with the
definition of CSR might need to be revised. Since social responsibility practices are
aimed in large part at addressing stakeholder issues, it is essential that businesses
continuously gauge the evolution of these concerns, and integrate the changes into
organizational values, norms, and practices. Finally, functional areas such as
marketing, can assist in implementing shared values and norms relating to CSR.

Conclusions

A stakeholder model can be used for implementing CSR in marketing. Marketing is
moving from a narrow customer orientation to managing relationships and benefits for
all stakeholders. The new American Marketing Association definition of marketing
reflects this change and Vargo and Lusch (2004) provide a theoretical foundation for
this new perspective. The stakeholder methodology for marketing presented in this
paper outlined only the main logic underpinning the sound implementation of CSR.
CSR in marketing, like all marketing activities, is driven by overall values and norms
at the organizational level. This analysis did not did not specify the process for specific
marketing initiatives, especially in the presence of conflicting stakeholder demands.
The focus was to prove a methodology, specifically the steps, for using a stakeholder
model for the organizational level that encompasses functional level marketing CSR
decisions.

The dynamic nature of CSR along with the complexity of the challenges raised call
for a significant amount of organizational planning, resources, and commitment.
Support for investing in CSR is likely to yield tangible benefits in terms of customer
loyalty, employee commitment, supplier support/partnership, and corporate
reputation. Furthermore, avoiding the costs of managing CSR may lead to
misconduct that, as demonstrated by recent business events, can not only tarnish
the image of the firm, but also endanger its mere existence. Many organizations desire
to go beyond the basic regulatory requirements and make a difference by contributing
to stakeholder needs. Far from being a luxury, CSR has become an imperative to secure
stakeholders’ continued support, and ensure a desired identification and reputation
among customers, employees, shareholders, NGOs, and governments.
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This stakeholder model of CSR provides a foundation for building an organizational Social
identity and reputgtion based on stake_holders’ norms and value;s. Research .is responsibility in
suggested to examine to what extent this methodology has been implemented in .
corporations as well as alternative approaches for implementation. In addition, linking marketmg
the degree of implementation with desired corporate identity and reputation would
provide evidence of benefits of the methodology. This methodology has important
implications for the way the marketing function is conceptualized and implemented in 975
an organization. Preliminary findings indicate a stakeholder orientation assists with
not only CSR, but also marketing performance.
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