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STAKEHOLDER APPROACH AND THE
CORPORATE FINANCIAL PERFORMANCE

Ladislav Blazek, Ond¥ej Castek

Introduction

Competitiveness of economies of particular coustderegions, i.e. competitiveness on
the national level, is influenced to a great extbymt competitiveness of individual
companies. Competitiveness of a company can be aee@npotential which allows a
company to succeed when competing with other compatlsing this potential well
may lead towards a higher corporate financial perémce. The reverse relation is
equally true; high corporate financial performanocgay be the origin of its
competitiveness.

Opinions on the main source of the competitivenasd high corporate financial
performance have changed significantly over thé de@sades. During the times of a
manufacturing boom in the middle of the last cepntilre financial and capital assets
were of primary importance. Later, in relation tging demands on quality and
innovation, and in addition to supply exceeding dad) importance of the non-capital
assets started to grow. Toward the end of th& @htury and nowadays in current
turbulence, individualization, pursuit of high irsteents, growing differentiation of
division of labor, and increased co-operation amoogpanies often on global level,
the creative work of a man becomes more and moperitant together with personal
relationships within a company, and especially engany’s relationship towards its
surroundings.

The traditional shareholder concept regarding apaom as a set of tangible things
which one can own is continuously being replacedlyew of a company as a set of
relationships. This conforms to the stakeholderceph of a company which regards a
company as meeting of interests of the participardtied stakeholders who make a
certain contribution to the relationship with thengpany and in exchange for it they
expect certain gains.

The aim of this essay is to present results of yasmalof influence of stakeholder
importance on corporate financial performance.

Developing stakeholder approach

The origin of the stakeholder theory and the stalddr approach derived from it, dates
back to the 1960s. The first tracked usage of tbedvstakeholder’ in the meaning we
use here is from 1963. The word stakeholder wad irsan internal memo at Stanford
Research Institute and referred to ‘such groupbawit whose support an organization
would cease to exist’ (Freeman, Reed, 1983, p.89).

However the basis typical for the stakeholder timgkcan be tracked well before that.
We can mention Mary Parker Follet who in her workni 1918 (Follet, 1918)
expressed her convictions that the responsibitityttie investigation of social problems
and the implementation of their solutions shoulgphssed from government institutions
onto networks of other groups.
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Berle and Means (Berle, Means, 1932) are also itapband frequently quoted authors.
Apart from other things, they were concerned with tssue of whether corporations
should be treated as important social institutioDaring the process of so called

‘managerial revolution’ they favored the top managet, the representatives of the big
and powerful American companies, which they labéteporation statesmen’. They

saw the main goal of their work in balancing théeiasts of the shareholders, the
employees and the American public. In 1938, CheB&gnard (Barnard, 1938) argued
that the purpose of a company’s existence is teeseociety and that it is a manager’s
task to pass this sense of moral responsibilitp timé employees.

The situation changes after 1963 thanks to the i@kpdiefinition of the term
‘stakeholder’. In 1965, Igor Ansoff (Ansoff, 196%dmits in his bookCorporate
Strategythe existence of the stakeholder theory even thdligre is no mentioning of a
publication from previous times which involves ttieory. Yet at that time Ansoff
refused the stakeholder theory and preferred tlesv that divides the aims of a
company into economic and social, where the sooias are only ‘secondary,
modifying and limiting’ the economical aims (Freem&eed, 1983, p. 89). According
to Ansoff the following authors were of the sameanam: F. Abrams Kanagement
Responsibilities in a Complex World, 1954 R. M. Cyert sJ. G. MarchenA (
Behavioral Theory of the Firm, 1953

Edward Freeman (Freeman, Reed, 1983) indicates tti@tdevelopment of the

stakeholder theory in 1960s and at the beginninhefl970s was slow. Apart from the
continuing work atStanford Research Instituteimost no one was working on the
advancement of the stakeholder approach. Eric Raenfrom Sweden was an

important exception with his workadustrial Democracy and Industrial Management
(Rhenman, 1968, cited from Freeman, Reed, 19830 Al the same year Raymond
Baumhart conducted a survey among higher managewigich showed that 80 per

cent of them thought it non-ethical to focus unigun the owners’ interests and not on
the employees or the consumers.

What was the background to this development? Froron¥ Pesquex and Salmy
Damak-Ayadi's text it is obvious that during thamné communities were growing
stronger. For example in 1967 they criticized EastrKodak AGM because of racial
tensions and high level of unemployment among blaggulation in Cleveland and
surroundings. Then in 1970 the consumers’ assoaiatbmplained about the safety of
General Motors cars and was also interested irakpcactices of this producer. Both
cases together with many others generated a lotegfia attention. During those times
the public became more sensitive towards questionserning the environment, such
as air and water pollution, toxic waste etc. (PesguDamak-Aydi, 2005, p.7). Antiwar
feelings and citizens’ rights became frequent ®pig well, (Sturdivant, 1979, p. 53).

In their article from 1978 Smith and Carroll (Smitbarroll, 1978) pointed out the fact
that unlike in previous times the above mention@dumstances were influencing

manager’s work to a yet greater extent. To gettiebanage they compare the situation
in which managers operated 40 years before, anddiev the conclusion that certain
aspects of the situation were either not considesedroblems or were not considered
problems managers should be dealing with. They i@#pl nhame environment,

energetics, consumerism, health and safety, dexpadvertising, safety of goods. They
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stated that the aim of doing business had changed the thorough maximization of
profit to aims emphasizing long term existence obmpany.

It is likely that thanks to these changes in bussnenvironment the interest in the
stakeholder approach continued, even though théspeld works do not suggest so.
The workRedesigning the Futurky Russell Ackoff from 1974 is being quoted; in it
Ackoff goes back to earlier works by Ansoff and -tliscovers’ the stakeholder
approach. He also argued that ‘many social problesmsbe solved by the redesign of
fundamental institutions with the support and iattion of stakeholders in the system’
(Freeman, Reed, 1983, p.89).

Work in this area continued at the Stanford Resedmstitute and from 1977 also at
Wharton Applied Research Center (WARC; facility Biie Wharton School of the
University of Pennsylvania). At WARC they dealt lwipplication projects which lead
to an article by Edward Freeman and David Reedefhem, Reed, 1983) and later to
Freeman’s monograplstrategic Management: A Stakeholder Approg€neeman,
1984) Even though Freeman expected the usage of his waikly, as the title
suggests, in strategic management, he was surpgasedrn that experts focusing also
on business ethics or social responsibility of canmigs took an interest in it too.

Literature capturing the development of the stalddto theory and stakeholder
approach is quite vast. The above text does nghda be a thorough analysis of the
subject but to serve to illustrate the reasons thege strings of thoughts came into
existence, and their diversity in the theoretiaal dhe practical application is explored
further; we will summarize some landmark internagiband a few Czech researches.

1. Summary of results of selected empirical investigains

Allouche and Laroche (2005) in their research aredy82 studies focusing on the
relation of corporate social and financial perfont& With regard to the extent of these
studies, we have selected the two most frequenibfegl ones that will best help us to
formulate hypotheses for our research. To theseftngign studies we also attach the
results of researches from the Czech environmethtwihich the authors are familiar. It

is possible to use them too, if not for formulatitige hypotheses, then at least for
comparison of research designs and results.

Research of Berman et al.

Berman et al. set up the goal to verify the vajiditf the Strategic Stakeholder
Management Model (The Direct Effects Model and ™Mwaderation Model) and The
Intrinsic Stakeholder Commitment Model (Berman let 493 — 494). To achieve this,
they used a sample of companies from the list@tdip hundred ifrortune 500(for the
year 1996), for which were provided complete finahdata for the years 1991 — 1996.
The selected group consisted of 81 companies framows industries. Financial
performance, as a dependent variable, was measisiag ROA (operational result
towards total assets). Stakeholder approach asdapéndent variable was expressed by
actions of the researched enterprises towardsdfdfimed so-called stakeholder groups.
These were the following: relationships with emgey, diversity, community, natural
environment and product safety/quality.
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The way in which they controlled for the moderatéftect of industry is interesting. Its
impact was involved using three variables: dynamismnificence, concentration. The
first two variables were measured by gross proadfiche companies, the last by the
sales of four leading firms divided by total indyssales.

This research proved the direct impact of varialidestified as employees and safety
and quality of products on corporate financial parfance. For the remaining three
variables, this impact was not observed in spitéheffact that the previous researches
implied it (Robinson and Dechant, 1997; Waddock &rdves, 1997). Berman et al.
offer an explanation that the variable communigesl diversity, which are important
mainly in normative regard, can not in an isolatey affect financial performance. In
the case of the environment variable, its impaaticcde limited by the fact that the
researched companies derived from various indgstimewhich the importance of the
environment and form of environmental care can hdifferent forms and impacts on
financial performance. Another limiting effect cdube the location of the companies
that was not controlled for.

Whereas the direct impact was observed only invtariables, in the moderated model
of strategic stakeholder management all the fiveabtes influenced the strategy —
financial performance relation. It is thus showattthe causal relation between the
relationships with stakeholders and financial perfance is substantially more

complicated and can not be reduced only to thd e relationship with a particular

stakeholder - financial performance.

As opposed to the models of strategic stakeholdaragement, the model of inherent
stakeholder commitment was not confirmed in thigeech. It did not apply therefore in
the researched enterprises that the relations stdkeholders would influence the
formulation of strategy for normative reasons. Bannat al. propose here the possibility
for further research to include values and motiragiof managers in the model.

The important conclusion for us is that the dependeof financial performance on the
relationships to particular individual stakeholdesss proved, but furthermore that this
dependence can not be fully explained in the isaabf these relationships, but must
be examined in mutual context. Another proved ifatthe importance of industry effect.

Preston and O’Bannon’s research

This study (Preston, O’Bannon, 1997) is interesting to the fact that it examines not
only the existence of the dependence between amofinancial and social
performance alone and its direction (i.e. whetherdependence is positive or negative),
but also causality. The statistic tools alone caly ensure the direction of dependence,
i.e. whether the higher social performance is daaset with higher or lower financial
performance. It is however incapable of disclosimigether the social performance
causes the financial performance or vice versas Td8ue must therefore be solved
already in the stage research design.

The selected sample consisted of 67 enterprisesevhecessary data were collected for
the period from 1982 to 1992 inclusively. It moméd, on the side of social
performance, the relationship of enterprises teehgtakeholder groups: communities,
employees and customers. The data to evaluate tokd®nships were obtained from
the database of Fortune Magazine, which since 1@82monitored the reputations of
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several thousands of top managers and analytidheobiggest enterprises in many
businesses. ROA, ROE and ROI indicators were use@\Valuation of the financial
performance.

Apart from examining the causality, Preston and #&iBon focused also on the
direction of dependence. None of the 270 calculatetelations was negative, i.e. no
result proved the possibility of the direction okpgndence that higher social
performance is associated with lower financial @erfance (or lower social
performance with higher financial performance).

Regarding the causality, the highest correlationsrewachieved if the financial
performance (ROA in this case) of the year n waspared with the social performance
of the year n+l. The intensity of dependence aelietiere up to 0.6410 (with
expressing the social performance by the qualityetdtionships with the employees)
and the result thus indicates that the higher thential performance, the higher the
social performance (so-called hypothesis of avkldimancial means). This is proven
also by the fact that in 30 triads of results (dejemce of the amount of ROA on the
quality of relationships with individual groups tihe individual years), the dependence
of the quality of relationship on ROA was 16 tintee strongest in these triples. In the
remaining 14 triads, the dependence of ROA andabperformance in the same year
was the strongest, which does not imply which \deidas dependent on which. This co-
action achieved the intensity of up to 0.6019 (agaierrelation between the quality of
relations with the employees and ROA). The depetelesf ROA on the social
performance was not the strongest one in any oftribds. This type of dependence
achieved the strongest result of 0.5172 (againrrigition between the quality of
relations with employees and ROA), which is by atire fifth worse than the result of
the inverse causality.

Research of the “Management of Relationships witht8keholders at Industrial
Markets in the Context of Current Marketing Concepts”

This research was conducted by Simberova (2008)iwher inaugural dissertation.
The goal was to “create a methodology of coordamaind mutual interconnection of
marketing and business activities via tools of ngamaent of relationships with
stakeholders based on the most recent theoretidagmpirical knowledge” (Simberova,
I. 2008, p. 5).

The respondents from the sample of 60 Czech eidespin the area of production,
services and business were supposed to respondietajuestion as to what the
importance of the individual stakeholders is tocesrd on the market, on a scale
ranging from 1 — minimum impact — up to 10 — kefeef on the company success. The
order was the following: customers, employees, mament, owners, suppliers,
financial institution, competition, academic cesteiocal administration bodies, State
administration bodies, consulting companies, aitizeeconomic or business chamber,
innovation centers (Simberova, |., 2008, p. 17).

Research of “Communication with the Stakeholders aa Factor of competitiveness
of the enterprise”

This research was conducted by Medek for his datttissertation thesis. Apart from
others, he outlined a goal “to define the intergiups that are influenced by the
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company activities or that influence them with thbehavior, and their division in
groups according to actions and importance” (Medék,2006). 178 enterprises were
approached with the questionnaire return ratio3862The results of the importance of
communication with the individual groups of stakkless were the following:
customers, employees, suppliers, shareholders rteppess, bodies and institutions of
public administration, other media, investors, ¢rathions, schools and universities,
competitors, former employees, financial analyptditical circles, interest groups in
the neighborhood, family members of the employassociations of consumers (Medek,
M., 2006, pp. 86 — 93).

The results were also evaluated separately acgprdinthe size of the companies.
Interesting is the fifth spot of suppliers in tle@dest companies, whereas their average
ranking among all the companies was third placés feans that the importance of the
supplier in these large companies is significafdlyer than in other companies. The
situation is different in the importance of tradg@ams, which on average ranked ninth,
but third in the case of the largest companies.

Certain trends of correlation between the sizenefdompany and importance of some
groups can be monitored for the following groups:

» the increase of importance with the growth of tize ®f enterprise: the employees,
authorities and institutions of public administeati trade unionsschools and
universities, financial analysts,

» decrease of importance with the growth of the <sifeenterprise: suppliers,
shareholders, investors, competitors, family membef the employees,
associations of consumers.

In the underlined groups the trend is more distifitie groups are classified according
to the total importance of communication with thérhe importance of communication
can not be mistaken for the importance of thesapgpit can however imply something
about it.

Summary

The number of researches dedicated to the issuestaiieholder approach is
significantly lower in the Czech Republic than aatoOur list is naturally not complete,
we can also mention the researches of Blazek ¢2@04) Development tendencies of
enterprises, or Czech-Austrian research Aktion ¢tloe, M., 2004). Blazek et al.,
however, did not verify their conclusions on enydli data and the only relevant
conclusion for us from the Aktion research is thatost of the managers of the
interviewed enterprises did not know the term dtalder”.

Based on the presented Czech researches, we cme dee conclusion that they

ascertained the importance of the individual stal@gr groups but they did not in any
way relate it to the performance of the enterpridining of the individual stakeholder

groups was not provided with reasoning in any easkthe generalization potential of
the given investigations is due to the very low ks used (in the Aktion research, the
number of enterprises was only 40, in most of theomyever, only half of the necessary
data were obtained).
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It is possible to state that in the Czech Repubiiere is an apparent absence of
sufficiently representative analyses of the stalddroapproach and the influence of
stakeholders on corporate financial performancés Tdct led the authors of the article
to use, for the purposes of evaluation of the imfship between the individual groups
of shareholders and corporate financial performaresults from the Empirical survey
of Czech corporate competitiveness conducted wittiia Research Centre for
Competitiveness of Czech Economy, operating at Fheulty of Economics and
Administration of the Masaryk University.

2. Brief characteristics of empirical survey of corpoate competitiveness

The empirical investigation of the competitivene$ompanies residing in the Czech
Republic was, after an extensive methodologicapgration, conducted in the year
2007.

The basic set of the investigated companies waseatkéccording to the following:

a) territorial aspect — companies with a seat in taed Republic;

b) industry aspect — companies belonging to the secioto K of the Business
Classification of economic activities of the CzeSlatistical Office (hereinafter
referred to as OKE);

c) size aspect — companies with a number of employe®&8 and more;

d) aspect of legal form — joint stock companies oiitieh liability companies.

The group of companies that meet the above crjtaftar exclusion of companies in
bankruptcy proceedings or with information abouindi of bankruptcy or Court
execution, consisted of 7396 subjects at the tiftkeoempirical survey.

With regard to the available capacities, the eropirsurvey led to the fact that wide
business structure was reduced to two industrigstbat, however, form the core of the
national economy, i.e. to D — Processing indusiny B — Construction industry. In the
time of the empirical survey, 4483 enterprises fethin these businesses, which is
more than 60% of the businesses falling withinaheve set.

With regard to the capacity possibilities and ispecting the reasonable level of
representativeness, the size of the sample waat <0 enterprises, which represents
approximately 10% of the above described population

With regard to the fact that the information abdbe companies necessary for
subsequent analysis was obtained not only fromgthesstionnaire (used in the survey),
but also from the Albertina Data database, it wasessary, in the selection of the
companies where the questionnaire investigationtaéake place, to analyze as well to
what extent and in what quality the necessary médion is available in this database.
On the basis of this analysis, 2817 enterprisese ve&lected, which achieved the
required level in terms of complexity and qualifyaocounting information.

Two basic information sources were selected foetheirical investigation:

a) publicly disclosed information;
b) information from questionnaire.

The following information was especially used frtima publicly disclosed information:
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» information from corporate web pages;

» analyses published on ipoint.financninoviny.cz vitehs

» information from the commercial register publistwedportal.justice.cz website;

« information from Creditinfo database constitutingpart of the Albertina Data
database.

Information from the Albertina Data database registfinancial data compiled on the
basis of annual financial statements. The set ofa daer company includes
approximately 250 items. This information was, tbge with additional information

from other sources of information, used for evaaratof corporate financial

performance.

The questionnaire was designed in such a manrterraap the corporate characteristics
in the most complex way possible and so as to betathe completed realistically by
an enquirer with special training within the intew with the respondent —
representative of the company. Despite attemptertiseness and minimization of the
extent, the monitored volume of information spexfiin the questionnaire was
immense. The data items per one company equaledstlB00 (including
approximately 300 items from publicly disclosed oimhation). The empirical
investigation was attended by a total of 432 corgmnwhich is 15.33% of the
population.

3. Defining stakeholder groups

One of the questions of the aforesaid questionnax@mined how the respondents
perceive the importance of individual stakeholddrs.formulate this question, it was
necessary to find and to justify the structurehefse interest groups.

Within the methodological preparation, an analygigxisting approaches published in
reputable expert resources was conducted for thipogse. This analysis leaned
especially on the summarizing publication of Mitthet al. (1997). The analysis
implied that the authors usually consider the dtalders as the owners, employees and
customers, which include both retail consumers afl as direct customers. They
mostly agree also on the suppliers and creditdng. State is usually accepted but still
discussed. Local communities, interest organizatiomedia and competition are
considered problematic and not accepted by alhthiors.

The structure of the interest groups applied indbeve empirical investigation was
formulated with regard to the results of this asilyStrings of thoughts of institutional
economy relating to corporate governance and péncgthe company as a group of
contractual relations were also taken into accquittoch, L., 2005, p. 99). The
researchers took care to define the interest grolgasly and in a graspable way. The
goal was also, to clearly, theoretically, and figly specify the expectation and power
of the individual stakeholders. The stakeholder defined as a legal subject (legal or
physical entity) that, on the basis of legal retjataor contractual relation, provides the
company with a certain contribution while expectisgme value in return from the
company. Seven stakeholder groups were formulatedhe purposes of the research
with respect to this definition: owners, employeagditors, suppliers, customers, State
and communities in proximity to the company.
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Perception of stakeholders in the Czech Republic

Some authors in the field of stakeholding try tove (so called instrumental use of
stakeholder theory) that if management focusesomby on owners, their financial
performance could be higher. We can name Bermaal.@t999), Harrison and Fiet
(1999), Luoma and Goodstein (1999), Ogden and Wats®99), Agle et al. (1999) for
example. The shareholder approach disputes andesrthat only orientation on
shareholder value contributes to financial perfaroea Other sources label customers
as the most important group etc. Because mosti®fréisearch has been carried out in
the US, we have decided to check whether theilteeate valid in the Czech Republic.
It was therefore necessary to analyze, how top gersaof Czech companies perceive
the stakeholders and how they assess their impartdierefore these hypotheses were
set:

H1. The higher is the importance of a particulaksholder group, the higher is the
corporate financial performance.

The empirical survey of the companies’ competitegn realized by the Research
Centre for Competitiveness of Czech Economy (Blagteid., 2007, Blazek, et al., 2008)
investigated what importance generic stakeholdeupgs have. Within the questionnaire
there was a question asking respondents to identi& importance of offered
stakeholder groups: “Indicate the importance okedtalder groups mentioned below
for your company”. It was answered on the scalenflo— an unimportant stakeholder
group — to 5 — highly important stakeholder grodips the current state; past and
estimated future development (trends) were alseaeld as increasing, stagnating or
decreasing. Answers were entered separately fereaffgroups (owners, employees,
creditors, suppliers, customers, the State, and muoriiies in a company’s
environment). There were seven groups to choosausef splitting the group “State”
into “State” and “communities in a company’s enwineent.”

The following figure shows the mean values of intpoce of the defined stakeholder
groups.
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Fig. 1: Importance of the defined stakeholder group

Owners 4.47
Employees
Customers 4.65
Suppliers
Creditors

State

Communities in Company's Environment

Source: Blazek, 2007, p. 25

Variables obtained from this question can be hahdk ordinal; variables identifying

the current state as a quasi interval and trenad®@mnal too. All of the variables had a
very high return rate, higher than the rest of thuestionnaire. The percentage of
missing values was less than 1.6 %. A group of itbed represented an exception
where the figures of missing values were 4 %. This be interpreted in the way that
creditors are not perceived as a separate intgr@gp in some companies.

The highest importance was given to customers miglan achieving 4.65. They were
followed by owners (4.47), employees (4.03) andpbaps (3.78). Importance of
creditors (2.75) has significantly declined sincanycompanies depended on credits in
the past. Respondents perceive the importanceeofthate as low (2.39), sometimes
they do not even admit its importance at all, whhHe influence of state economic
policy realized through legislation is undeniablrobably the same impact of
legislation on all companies is the reason whydbmpanies’ representatives feel the
State importance as irrelevant. Also, they mightvehaesigned themselves to the
possibility to enforce their views and interests tire economic policy designing.
Nevertheless, as we can witness later, this coiocludoes not apply to all scrutinized
companies. A little bit higher is importance of aoomities in the companies’
environment (2.75), where in many cases respondéettared mutually beneficial
cooperation with the municipality.

In accordance with the above mentioned premisesrdiEmcies between importance of
separate stakeholder groups and corporate finapeifrmance were tested, including
tests of other variables’ (drawn from other paftthe questionnaire) influence.

Results

Here will be assessed the hypotheses set. Effentoaferators is examined wherever
can be expected and data are available. Statistieahods and actual correlation
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coefficients values and statistical significancen d@ found inCastek, 2009. The
corporate financial performance was classified uskdter analysis based on two
indicators: return of assets and rate of growthssfets. This is argued more in detail in
L. Siska’s paper (Siska, 2008, pp. 7 — 9). We shoeinark here, that there were used
figures from years 2002 — 2006 to eliminate digtortbecause of the tax optimization
etc. Also to respect progress, the values werehtaibthis way: year 2002 got weight 1,
2003 got 2 and so on to 2006 with weight 5.

The relationship between importance of owners angarate financial performance is
weak in whole sample, G = 0.15 (Goodman-Kruskaksr®a) at. = 0.04. The cause
may be due to different directions of the relatlipsin processing and construction
industries. Whereas in processing industry it wasnfl that the more important the
owners are, the lower is the corporate financiafgpmance (G = -0.2 ai = 0.005),
which might be an argument for supporters of stalddr orientation, in construction
industry it was found, that the more important tiveners are, the higher the financial
performance is (G = +0.2 at = 0.18). The statistical significance is low ineth
construction industry, but size of this subsetrifydN = 83. It will be necessary to look
for an explanation in case studies about represesitzompanies.

Other noticeable result is that much stronger imiahip with financial performance
was found among the companies with one major o@ex -0.2 ato. = 0.033), than
among the companies with more owners without a n@je (G = -0.015 at = 0.058).
Both of these had the same direction, though. it lma explained by the fact that one
major owner is more effective in decision makingetting strategy.

Also stock companies had this relationship strori@er -0.32 atr = 0.01) than limited
companies (G = -0.14 at = 0.18, N = 240). Because it is common in the Gzec
Republic that in limited companies the owners piéte in managing the company
while in stock companies the management is eleotetk likely on the base of its
abilities, this may indicate that the way of mamagtompany is better among stock
companies.

Companies, which are not a part of a concern, hadexamined relationship about
twice as strong (G = -0.3 at= 0.016) as in the whole sample. That would méat t
non-concern owners are better owners than conaardsif they are granted higher
importance (in decision making etc.) the corpofi@ncial performance is higher.

The relationship between importance of employeeask @erformance is in the sample
again weak (G = -0.1 at = 0.08). However some authors and approaches gpoirthat
employees (or their knowledge) are crucial for enpany or refer to the knowledge as
to most important production factor, it hasn't pedvto be likely in this analysis. But
what must be taken into account is structure oflerd sample. It consists of
construction and processing industries and nonethefn are representatives of
postindustrial society or so called knowledge ecayno

A surprise could be that there was no relationfigifwveen customers’ importance and
financial performance. The most probable reasothas customers were assessed by
informants as highly important or important in 87c¥cases. Therefore there were no
significant differences between better or worségearing companies.
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Statistically significant relationships were fouimdstock companies (G = -0.26 at=
0.06), large companies (250+ employees: G = -0.2& a 0.085) and companies
exercising cost leadership strategy (G = -0.3xat 0.02). Because no statistically
significant relationship was found out in the whesemple, we cannot draw conclusions
from these findings.

For suppliers’ importance wasn't found statistigalignificant relationship in the whole
sample as well and in subsets only for large conegai® = 0.22 att = 0.05) and stock
companies (G = 0.22 at= 0.08).

Remarkable is the trend, which is opposite to tesumed one. The greater the
importance of suppliers the lower is the corpoffatancial performance. This can be
interpreted that if the company has low bargainpogver, it has consequences for its
financial performance. Higher importance of supglithen indicates this relatively low
bargaining power.

The situation is similar for creditors but here aresstabs statistically significant at
2

X" =0.109. Again it can be explained with this cadgaliow financial performance

means problems in acquiring finances (and highedmé it) and hence results in higher
importance of creditors. In other words, if the @amy is in difficulties, the creditors

are important to it. This is confirmed by Suchameid Spalek (2009) who analyzed
separately the least successful companies (cl@tefhe importance of creditors as
stakeholder group is actually one of the 20 facténsn-competitiveness.

Relatively strong is this relationship in constrantindustry (G = 0.3 at = 0.056) and

among companies with 50 — 99 employees (G = 0.28 at0.019). In the Czech
Republic many construction companies have problemith financing and are
considered in general as more venturesome. Alsdlesmeompanies have worse
position when obtaining loans.

State’s importance seems to be in relationship ‘iitancial performance, but this
relationship is weak in whole sample (G = -0.16xat 0.01). It is stronger in stock
companies (G = -0.16 at = 0.034) than in limited companies (G = -0.1oat 0.09)
and in larger companies (100+ employees: G = -@.2 & 0.03) than in small
companies (50 — 99 employees). This may be causadhigher possibility to influence
authorities (lobbing) than small companies havati§ically significant dependence
was found also in processing industry (G = -0.16 at0.014).

Importance of communities in company’s environméntin relationship with its
financial performance, but it has an unusual fonnthie whole sample. The importance
is about the same level in the best and worst cammpaand is declining in middle
companies. The differences in means are statistisagnificant ata = 0.001 (three

2
clusters) toa = 0.043 (five clusters) and crosstabsfat=0.09. Correlations are not
statistically significant.

This might be explained by high importance of comityuamong better companies
because these companies can afford to address oéedsmmunities, and a high
importance of communities in worse companies resfilim the problems of these
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companies (e.g. pollution) which are these commang able to solve and which have
an impact on the communities.

There were also found opposite trends in the coostn industry (growth of
importance with growth of financial performancedaprocessing industry (growth of
importance with decline of financial performancehe processing industry). However,
these were not statistically significant.

Conclusion

Chosen stakeholder structure allows observing amgidering behavior and decision-
making of the company at the market of goods andcss, labor market and market of
capital. It pictures also the specific positionStéte.

This integral view of stakeholders operation atedé@nt markets constitutes background
for optimization of balancing their interests. Thiay strategic management obtains a
tool for realization of complex strategic analyaigl following strategy making.

The results of the empirical survey indicate tlogt managers perceive the influence of
stakeholders on competitiveness and corporate diabrperformance. However,
importance of individual generic stakeholder groigpgerceived in rather various ways.

The relationship between the stakeholder approagagured by mean importance of
chosen stakeholders) and financial performanceeuatde be true, but rather weak. It
was stronger in larger companies and stock compattiese companies have probably
better possibilities in addressing larger setdaieholder groups.

The authors are well aware of the limited validifythe results obtained. These limits
derive from the fact that the analyzed effect waly dhat of the selected factors (i.e.
importance of the individual stakeholders) andithpact of a series of other potential
factors was left out of the account. The analysisighed in this way is legitimate only
providing the validity under ceteris paribus coimditwhich, however, is not and can
not be met in corporate practice. Together withatigon of the investigated factors, in
reality the financial performance of each compamynfluenced by a series of other
factors recruited from its internal and externalimmment. These factors can modify,
mediate or even negate the effect of the factonsitmi@d by us in various ways.

The presented analysis is therefore a partial aisalynly. It corresponds to the used
statistical method, which is not able to test, whb given size of the selection group,
more than three or four variables. The given amalgsnstitutes a part of the entire set
of partial analyses testing the partial effectshef individual groups of potential factors
on corporate financial performance. These analys¥e conducted within the above-
mentioned research on the competitiveness of Ceenipanies. They, however, form
only the first, but necessary step on the way td&anore advanced analyses. It should
verify the validity of the hypothesis that thereaissignificant dependence between a
certain type of corporate financial performance aedain typical configuration of the
values of partial factors. This task, however, iezgi the application of
multidimensional statistical analysis to evaludie ¢ffects of various combinations of a
high number of the potential factors. Methodolofjmaparation and the first results of
these works are published in the monograph by Rlakal. 2008.
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STAKEHOLDER APPROACH AND THE CORPORATE FINANCIAL
PERFORMANCE

Ladislav BlaZzek, Ondrej Castek

Ekonomicko-spravni fakulta Masarykovy univerzitatédra podnikového hospddévi,
Lipovéa 41a, 602 00 Brno (blazek@econ.muni.cz; éa@@&con.muni.cz)

Abstract: The following paper aims to describe the analysigl utilization of
stakeholder approach, which was used in the rdseafdhe Research Centre for
Competitiveness of Czech Economy. The stakeholdedenwas employed in the
research to explain the behavior of enterprisestariithd factors of competitiveness.
Here we can find assessment of stakeholders’ irapoet and its relationship to
corporate financial performance with some choseterfiering factors, which is
preceding step before assessment all potentiabriactf competitiveness using multi
dimensional analysis. Also the achieved resultsrel@ed to chosen international and
Czech studies.

Key words: Stakeholder approach, stakeholder model, empiresgarch, importance
of stakeholders, corporate performance.

Abstrakt: Predlozenyélanek si klade za cil popsat analyzu a vyuZiti eltekderského
pristupu, jenz byl aplikovanipvyzkumu Centra pro vyzkum konkurér schopnosti
¢eské ekonomiky. Ulohou stakeholderského modelubztie vyswitlit chovani podnik

a pomoci najit faktory jejich konkurenceschopnosticlanku nalezneme hodnoceni
dileZitosti stakeholdér podniky a vyhodnoceni vztah dilezitosti jednotlivych
stakeholderskych skupin k finém vykonnosti podnil, a to etrg zahrnuti gkterych
moderujicich veliin. Tim je winén krok predchazejici evaluaci vSech potencialnich
faktori konkurenceschopnosti za pouZiti vicerémmé analyzyClanek také nabizi ke
komparaci vysledk srovnatelné zahramii i ceské studie.

Kli¢ova slova Stakeholdersky fistup, stakeholdersky model, empiricky vyzkum,
dulezitost stakeholdér vykonnost podniku.
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