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Abstract This paper based on the distinction between the
instrumental and normative views of stakeholder manage-
ment explores how business education and personal moral
philosophies may influence the orientation adopted by an
individual. A mediated regression analysis using survey
information collected from 206 Spanish university students
showed that those exposed to management theories were
less willing to consider stakeholders when making business
decisions if the consequent economic impacts on the firm
were omitted. The results also provided support for a
negative effect of business education on idealism and a
mediating effect of the latter on the relationship between
education and stakeholder management orientation. This
study thus raises awareness on the influence of business
education on individuals’ ethical decision-making pro-
cesses and suggests some possible changes for business
education.
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Introduction

Do business students consider stakeholders’ interests in a
different way? As the attention paid to stakeholder man-
agement has increased in the context of business education
and practices, this question has grown in relevance. In this
sense, and following Berman et al. (1999) and Jones et al.
(2007), we understand stakeholder management orientation
as an individual’s stance on which stakeholders are par-
ticularly relevant for a firm and on the objectives that can
be achieved by engaging with them. Therefore, apart from
descriptive, stakeholder management orientation can be
instrumental and normative (Donaldson and Preston 1995).
The instrumental approach implies an interest in managing
the relationship with stakeholders in order to achieve tra-
ditional corporate objectives, while the normative approach
emphasizes the need of attending the intrinsic value of
stakeholders’ interests. These views of stakeholder man-
agement are not exclusive but complementary. It is the
managers’ responsibility to create value and make profit in
order to survive in the market and they must keep it in
mind when interacting with stakeholders but at the same
time there is some kind of moral obligation towards them.
We conduct our research intending to find whether business
education is affecting the importance given by future
managers to any of these two stakeholder management
orientations.

Moreover, to the extent that stakeholder management
has an ethical nature because it implies the choice among
different decisions that will affect others (Jones 1991), this
research takes into account personal moral philosophies
(Ferrell and Gresham 1985; Hunt and Vitell 1986) as one
of its possible determinants. Specifically, we analyse the
influence of the idealism dimension as proposed by Forsyth
(1980) on stakeholder management orientation, since it
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reflects a concern for the consequences for others of an
individual’s actions or decisions (Forsyth 1992). This paper
adopts an individual level of analysis, in line with the idea
expressed by Ferrell and Gresham (1985) that individual
factors are the cornerstone of ethical decision-making, and
with the statement made by Freeman et al. (2010) about the
importance of talking about human beings for stakeholder
theory development.

This work contributes to the existing literature in two
ways. Firstly, it develops empirical testing of a stakeholder
theory-related concept—stakeholder management orienta-
tion—and offers empirical evidence of the effects of
business education on how students assess stakeholders’
interests and also on concern about the welfare of others.
Secondly, this research proposes and corroborates that the
personal characteristic of idealism plays a relevant medi-
ating role in the relationship between business education
and stakeholder management orientation, which explains
part of the influence of the former on the latter.

The remainder of this article is set out as follows: in the
next section, the hypotheses are developed, based on a
review of the related literature. In the third section, the
data, empirical methodology and results are described.
Finally, the last section offers the conclusions, discusses
their implications and proposes future lines of research.

Theoretical Background and Hypotheses
Orientations Towards Stakeholder Management

The stakeholder theory brought a view of the firm in which
all groups and individuals that can affect, or are affected
by, the achievement of the organizational purpose are
considered (Freeman 1984). The list of parties involved
includes employees, suppliers, customers, governmental
bodies, environmentalists, the media and even competitors,
going beyond the traditional view of the firm which
advocated consideration of shareholders alone (Friedman
1962).

Donaldson and Preston (1995) stated that the stake-
holder theory was developed from three alternative but
interrelated approaches: descriptive, instrumental and nor-
mative. This theory can be used to describe and explain
specific corporate characteristics and behaviours. More-
over, stakeholder management can be presented as a way to
achieve traditional corporate objectives. Finally, the central
core of the theory is normative if it is accepted that all
stakeholders’ interests have intrinsic values and that there
exist some kind of moral obligation towards them. Let us
now focus in greater detail on the instrumental and nor-
mative approaches to establish a basis on which we can
draw up our research hypotheses.
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The instrumental view of stakeholder management
proposes that addressing the demands of salient stake-
holders has a positive impact (Mitchell et al. 1997) on firm
performance. Mutual trust and cooperation with stake-
holders will reduce overall contracting costs and will bring
a competitive advantage (Jones 1995). Firms can benefit
from an improved reputation and greater social legitimacy
because positive perceptions of the firm by outside stake-
holders may lead to increased sales or reduced stakeholder
management costs (Waddock and Graves 1997). Never-
theless, empirical evidence cannot conclude that the opti-
mal strategy for maximising a firm’s financial and market
performance is stakeholder management (Donaldson and
Preston 1995). For example, using corporate resources for
social issues not related to primary stakeholders may not
create value for shareholders (Hillman and Keim 2001).
Moreover, the trade-offs among the multiple objectives
defined by different stakeholders’ claims violate the prop-
osition that any organisation must have a single-valued
objective function as a precursor to purposeful or rational
behaviour, empowering its managers to exercise their
personal preferences in spending the firm’s resources
(Cennamo et al. 2009; Jensen 2002). Sternberg (1997) even
says that stakeholder theory is incompatible with business
and all substantive objectives, and subverts the wealth-
creating capabilities of business, taking these in the strict
sense.

At this point, the eventual positive effect of stakeholder
management on firm performance is irrelevant. What
matters is that managers consider that stakeholders must be
taken into account in business decisions because they may
affect the firm’s success. This is what really distinguishes
the instrumental approach to the stakeholder theory from
the normative position discussed below.

Agency theory (Jensen and Meckling 1976) is normative
in the sense that it proposes an exclusive fiduciary obli-
gation to shareholders. While most stakeholders contract
with the firm for a fixed return, shareholders assume a part
of the business risk in exchange for fiduciary claims on the
corporation (Maitland 1994). In contrast, the normative
nature of stakeholder theory denies this fiduciary duty
towards shareholders or at least claims that they are entitled
to similar fiduciary duties to other stakeholders because the
fruits of organizational success and failure must be dis-
tributed among all legitimate stakeholders (Phillips et al.
2003). In this sense, it must be clear that shareholders are
not the only group who would like to impose its interests,
and also that not all the stakeholders worry about the
interests of other groups; for example, customers or
employees may also behave in a self-interested way.
Hence, decision-makers within the firm must decide what
claims are legitimate and, consequently, should be con-
sidered. Additionally, Freeman (2002) states that each
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group must participate in determining the future direction
of the firm in which they have a stake. The right to par-
ticipate is just a consequence of the duty to not treat
stakeholders only as a means to an end, and is consistent
with the categorical imperative by Immanuel Kant. The
obligation to distribute the value created by the organisa-
tion among all legitimate stakeholders and give them input
in managerial decisions is the fundamental normative
implication of stakeholder theory (Hasnas 2013). This
normative interpretation of the corporate function by
stakeholder theory is therefore based on the identification
of moral or philosophical guidelines (Donaldson and
Preston 1995).

Business Education as a Determining Factor
of Stakeholder Management Orientation

As explained above, stakeholder theory may be considered
from an instrumental and from a normative perspective.
We now propose that the value that an individual places on
any of these approaches may, at least partially, be deter-
mined by the education received.

Loe et al. (2000) reviewed the research on ethical
decision-making and suggested that the Jones (1991) model
is the most concise and comprehensive. According to this
model, individuals move through a four-stage process
proposed by Rest (1986) whereby a moral agent must
(a) recognise the moral issue, (b) make a moral judgment,
(c) place moral concerns ahead of others (establish moral
intent) and (d) act on the moral concerns. It is in the first
two of these stages that a clear distinction is made between
the instrumental and the normative perspective of the
stakeholder theory, as explained below. It is not our pur-
pose in this research to study individuals’ moral intent or
actual behaviour.

Recognition of a moral issue by an individual is a
necessary condition for the moral decision-making process
to begin. The individual must realize that any decision may
harm or help others (Velasquez and Rostankowski 1985).
This first stage, like the others, may be influenced by a
number of factors that can be divided into two broad cat-
egories: individual and situational (Ford and Richardson
1994). Education is one of the individual factors, and we
consider that management training can be decisive for
recognition of the moral issues behind decisions that may
have consequences for those who have a stake in the
company.

Traditionally, a big issue in economics has been the
potential trade-off between efficiency and equity (Okun
1975; Tillmann 2005), and it can also be a relevant topic
when talking about managing a business, especially if the
stakeholder management theory is involved (Freeman
2010; Minoja 2012). While efficiency implies obtaining a

maximum output from a determined amount of inputs,
equity is more about trying to allocate such an output in a
fair way. Business education seems to have been putting
more emphasis on efficiency and, in particular, on maxi-
mising personal material outputs (Emiliani 2004; Giac-
alone and Thompson 2006; Limsa et al. 2008). This
circumstance appears to be reflected in two main points.
Firstly, the notion of individuals exclusively motivated by
self-interest is behind the main theories traditionally taught
in business schools, such as transaction cost economics and
agency theory (Ghoshal 2005). Secondly, competition is
usually considered a zero-sum game in frameworks such as
the Porter’s five forces analysis (Porter 1980), meaning that
the amount of potential profit in an industry is fixed so in
order to make more profit firms must take it from a rival, a
supplier or a buyer. This way, competition becomes the
only driving force of firms’ performance (Freeman et al.
2007), while not only the rules of the markets as well as the
competitive, but also collaborative, behaviour of the mar-
ket participants may induce better or worse results for all of
them.

Specifically, in relation to stakeholder management,
such a predominance of efficiency over equity in business
education may result in the search of an economic return
from relationships with stakeholders, what is reasonably
expected from a realistic decision-maker’s point of view.
The perceived moral issue in this case will probably have
to do with a situation in which managers have to choose the
right option to attend personal interests and/or to respond to
their professional duties and the trust put in them by
shareholders. Moral concerns would trigger the self-inter-
est, responsibility or loyalty considerations when the
moment of deciding the right thing to do comes. If that is
the case, other moral dilemmas more focused on the con-
sequences of the choice to make over other stakeholders
could go unnoticed.

Furthermore, the situational factor of moral intensity
(Jones 1991), that is, how important the issue is to the
decision-maker, will affect the recognition of moral issues
through its impact on the individual’s recognition of the
consequences of decisions. In particular, moral issues of
high intensity will be more salient than those of low
intensity. One of the components of moral intensity' is the
proximity, or the feeling of nearness, that the moral agent
has towards victims (beneficiaries) of the evil (beneficial)
act in question (Jones 1991). Self-interest and the search
for individual profit in accordance with the prevailing
“profits-first” doctrine in business schools (Frank et al.
1993; Kochan 2002; Mitroff 2004) will make the decision-
maker feel less close to those impacted by decisions. Thus,
moral intensity will be reduced and the recognition of a
moral issue when other stakeholders are affected will be
hindered.
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Business education might also be playing a role in the
second stage of the ethical decision-making process:
making a moral judgement. The popular phrase from 1776
by Smith (1904, par. 1.2.2) “it is not from the benevolence
of the butcher, the brewer, or the baker, that we expect our
dinner, but from their regard to their own self-interest”,
implies that, the interests of society are promoted by people
acting in response to self-interest and being driven by an
invisible hand, although this was not its original intention.
Acceptance of this idea means that theories inspired by
individual self-interest would, in a way, be ethically justi-
fied according to the philosophy of utilitarianism because
they result in the greatest amount of good for the greatest
amount of people. As a consequence, the instrumental
orientation of stakeholder management would be rein-
forced and there would be little room for explicit consid-
eration of the interests of stakeholders based on their
intrinsic value. Additionally, and towing to its relationship
with this second step (Trevifio 1986; Trevifio et al. 2006),
the concept of moral development (Kohlberg 1969; Rest
and Narvaez 1994) may be relevant here. The moral
development of individuals establishes what is the right
thing to do in a certain situation and it is indicated by
whether and how they take others into account (Trevifio
1992). According to Kohlberg’s (1969) three-level moral
development model, the lowest level, called pre-conven-
tional, is characterised by a prevalence of personal interests
over the interests of others. Thus, ethical egoism motivates
the exchange of favours and leads to moral decisions that
are explained and justified in terms of rewards and pun-
ishments (Logsdon and Yuthas 1997). By linking this
notion with stakeholder theory, we can suggest that indi-
viduals who reason at the pre-conventional level will be
more willing to adopt an instrumental view. Moreover,
considering both the relevant influence of higher education
on moral development (Trevifio 1992) and the above-
mentioned theories, concepts and ideas that are extensively
taught in business schools, we can infer that management
education may be leading to individuals with low-level
moral reasoning.

Based on these arguments, we offer the following
hypotheses for empirical testing:

Hypothesis 1 Business education has a positive effect on
instrumental stakeholder management orientation.

Hypothesis 2 Business education has a negative effect on
normative stakeholder management orientation.

The Influence of Personal Moral Philosophies: Idealism
As we have pointed out, consideration of stakeholders’

interests represents a moral or ethical decision, so it is
important to take personal moral philosophies as one of the
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fundamental determinants of ethical decision-making
(Ferrell and Gresham 1985; Forsyth 1980; Hunt and Vitell
1986). In general, a personal moral philosophy is an inte-
grated conceptual system that comprises an individual’s
moral beliefs, attitudes and values, and provides guidelines
for moral judgments, solutions to ethical dilemmas and
prescriptions for actions in morally toned situations (For-
syth 1992; Forsyth and Nye 1990); thus, individual dif-
ferences in this variable influence how people reason about
ethical issues and may lead them to different conclusions
about the morality of a particular action (Barnett et al.
1996).

According to Forsyth (1980, 1992), although the number
of personal moral philosophies is unlimited, most fall
within two dimensions called idealism and relativism that
basically reflect a concern for consequences and a concern
for principles (Forsyth et al. 2008). Forsyth (1980) defines
idealism as “the degree to which the individuals assume
that desirable consequences can, with the ‘right’ action,
always be obtained” (p. 176), while relativism is “the
extent to which an individual rejects universal moral rules
when making ethical judgments” (p. 175). Both dimen-
sions seem to be important as they have been shown to be
related to the ethical attitudes, judgments and behaviours of
individuals in different settings and across different sam-
ples (Neubaum et al. 2009). However, for the purpose of
this research, the idealism dimension will be considered
because of its relevance to stakeholder theory. Idealism
reflects concern for the welfare of others and avoidance of
negative consequences for others (Forsyth 1980, 1992) and,
following Jones et al. (2007), it is precisely in concern for
others over self-interest that a number of ethical theories
applied to stakeholder analysis converge.

As a component of an individual’s personal moral phi-
losophy, idealism may be explained by both inherent
characteristics or traits and acquired conducts, values and
so on. Education may be a particularly relevant factor in
the latter. Specifically, in the higher education context,
critics of business school education (e.g., Ghoshal 2005;
Mitroff 2004) propose that the training of future managers
is too concerned with increasing profits even at the expense
of the welfare of other affected groups. If this overriding
focus on profitability is really inculcated in students, it
might have a clear influence on their personal moral phi-
losophies. In particular, it might affect their unwillingness
to do harm to others, regardless of other outcomes (Forsyth
1992). In general, management education intends to
develop students’ cost-benefit analysis in order to face
rather realistic decision-making where trade-offs do exist,
that is to say, each decision usually has positive effects for
some groups or individuals, and negative ones for others.
Since in markets it is impossible not to disappoint some
expectations of stakeholders and compromises with
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specific stakeholders are unavoidable, keeping an altruistic
position, characterised by the belief that negative conse-
quences to others can be prevented, is complicated. Taking
everything into account, business students might be
expected to be less idealistic than their non-business school
counterparts (Deering et al. 1994; Ibrahim et al. 2010;
Neubaum et al. 2009). Nevertheless, it is also to be taken
into account that being idealistic does not mean necessary
making the decision that will undoubtedly benefit all the
affected groups. Managers must also realize that their main
job is to guarantee the firm’s survival and promote its
success in a world driven by competition and, in fact, that
is in many cases the only way to even have the chance to
positively affect the stakeholders. In other words, idealism
could result in unintended and undesired consequences for
those whose interests were promoted in the first place.

Hypothesis 3 tries to corroborate if the influence of
business education on idealism is as stated before but does
not imply the desirability of a positive effect:

Hypothesis 3 Business education has a negative effect on
idealism.

The moral frameworks used by individuals are related to
the different stages involved in the ethical decision-making
process. In particular, previous studies show that idealism
is associated with how individuals identify moral problem:s,
make moral judgment, establish moral intent and engage in
moral behaviour (Barnett et al. 1996, 1998; Bowes-Sperry
and Powell 1999; Henle et al. 2005; Valentine and Bat-
eman 2011). It is again the first two stages that draw our
attention. Less idealistic individuals are more likely to
consider that some undesirable consequences of their
actions on others’ welfare can be unavoidable and it may
lead them to be unaware of the moral issue associated to
the decision to be made (Chang and Leung 2006), partic-
ularly when they have to make a business decision with a
potential impact on other stakeholders apart from

Independent variable

H1 (+) Instrumental
H2 (-) Normative

shareholders. Furthermore, idealists are also likely to reject
a decision if it has the potential to cause harm to other
stakeholders. This notion is related to the ethic of caring
principle which states that hurting others is selfish and
immoral (Gilligan 1982). Forsyth et al. (1988) tested this
relationship empirically, and found that idealistic individ-
uals are more likely to adopt an ethic of caring perspective,
mainly characterised by treating people with dignity and
respect (Forsyth et al. 1988). In addition, at least part of the
influence of personal moral philosophies on ethical deci-
sion-making is likely to operate through perceptions of
moral intensity and higher idealism is considered to also
result in higher moral intensity (Singhapakdi et al. 1999).

In line with the above, idealism may influence an indi-
vidual’s preferred orientation towards stakeholder man-
agement, with the instrumental approach being preferred
by less idealistic individuals, and the normative approach
by those who are more idealistic. It has been proposed, as
stated above, that business education may have an impact
on idealism, so it might be that at least part of the effect of
business education on stakeholder orientation takes place
indirectly through idealism, which leads us to the last
hypothesis:

Hypothesis 4 Idealism will mediate the relationship
between business education and stakeholder orientation.

Figure 1 graphically depicts this paper’s theoretical
model, including the proposed hypotheses.
Analysis and Results
Sample
Questionnaires were used because of the nature of the

research, so there were no secondary data. We addressed
212 undergraduate students of a Spanish University from

Dependent variable

BUSINESS EDUCATION

STAKEHOLDER ORIENTATION

Direct Effect

H3 ()

Mediating variable
IDEALISM

H4

Indirect Effect

Fig. 1 Theoretical model
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different degree courses adapted to the European Space for
Higher Education in May 2012. Specifically, the sample
was composed of 112 students from the Faculty of Eco-
nomics and Business Administration, 59 students from the
Faculty of Education and 41 students from the Faculty of
Philosophy and Literature. However, in order to avoid
missing values in our estimations and to show models with
the same sample size, we omitted cases where information
was not available for one or more of the variables con-
sidered. Consequently, the final sample was made up of
206 individuals.

Measurement of Variables
Dependent Variable

As it has been previously noted, the stakeholder manage-
ment orientation concept was divided into an instrumental
and a normative orientation towards stakeholders. In order
to identify both components (INSTRUMENTAL and
NORMATIVE, respectively), we developed the following
two items that were measured on a seven-point Likert-type
scale (1 = strongly disagree, 7 = strongly agree) (see
Appendix).

“Firms should take into account their stakeholders’
interests only when such groups may affect firms’
activities and goals now or in the future”.

“Firms should always take into account their stake-
holders’ interests because that is the right thing to do,
even when such groups are not able to affect firms’
activities and goals now or in the future”.

Independent Variable

Our main explanatory variable was business education
(EDUCATION). It was measured by a dummy variable
that took value 1 when respondents were enrolled in a
degree taught in the Faculty of Economics and Business
Administration, and 0 when respondents were studying in
the Faculties of Education or Philosophy and Literature and
they had not taken any course on economic theory or
business management.

Mediating Variable

In order to measure the respondents’ level of idealism, the
corresponding items of the Ethics Position Questionnaire
(EPQ) developed by Forsyth (1980, 1992) were used
(IDEALISM). This idealism scale consists of 10 items, and
measures one’s perspective on positive and negative con-
sequences. In the same way as the dependent variable,
individual responses were given on a seven-point Likert-
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Table 1 Factor analysis

Idealism

Items Factor loadings
Idealism1 0.71
Idealism2 0.78
Idealism3 0.79
Idealism4 0.72
Idealism5 0.82
Idealism6 0.78
Idealism8 0.62
Idealism9 0.73
Idealism10 0.54
KM.0. = 0.89

xz (36) = 841.02 (p < 0.01)
Eigenvalue = 4.74
% Variance = 52.64

type scale (1 = strongly disagree, 7 = strongly agree) (see
Appendix).

The unidimensionality of this scale was established by a
factor analysis (Table 1). The results showed one factor
solution with the eigenvalues greater than 1 and the total
variance explained was 52.64 %. Regarding the individual
reliability of items (Henseler et al. 2009), results showed
that one item should be removed from the analysis: Ideal7.
As a consequence, the final measurement model of IDE-
ALISM included 9 items, giving an adequate Cronbach’s
alpha coefficient (0.89) (Hair et al. 1998). A composite
variable was created as the average of the 9 items. This
measurement was used in subsequent analyses as an index
of idealism.

Control Variables

Two control variables corresponding to individual factors
were included in the analysis. Firstly, we considered gen-
der (GENDER), measured as a dummy variable taking
value 1 for male respondents and O otherwise. And, sec-
ondly, we included a variable (EXPERIENCE) that indi-
cated the respondents’ years of work experience.

Methodology

To test the hypotheses proposed in the theoretical section,
we used the traditional mediation analysis methodology:
hierarchical regression, following the causal steps proposed
by Baron and Kenny (1986). This procedure requires the
specification of three different regression models. In the
first one, the dependent variable (both forms of stakeholder
orientation, instrumental and normative, respectively) is
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regressed on the independent variable (business education)
and control variables. In the second model, the mediating
variable (respondents’ idealism) is regressed on the inde-
pendent variable (in this case, business education) and
control variables. And in the third model, the dependent
variable is regressed on the independent, mediating and
control variables.

The econometric models used to test the hypotheses
were the following?:

1. STAKEHOLDER ORIENTATION = o + B,
EDUCATION + B,GENDER + B
EXPERIENCE + ¢

2. IDEALISM = o + $,EDUCATION + B,
GENDER + B;EXPERIENCE + ¢

3. STAKEHOLDER ORIENTATION = o + B,
EDUCATION + B,IDEALISM —+ P
GENDER + B,EXPERIENCE + ¢

where o is the constant; STAKEHOLDER ORIENTATION
is the instrumental or normative stakeholder orientation,
depending on the model; EDUCATION, IDEALISM,
GENDER and EXPERIENCE are the variables defined in
the previous section; and ¢ is the error term.

The method devised by Baron and Kenny (1986) for
showing this indirect effect, which takes only the change in
the significance of the coefficients through the corre-
sponding regression models, has been criticised. As
Holmbeck (1997) states, changes in the actual coefficients
have to be taken into account and the test proposed by Sobel
(1982) is undoubtedly most widely used for this purpose.

Another method that is being increasingly used to test the
existence of the indirect effect is the more rigorous and
powerful bootstrap test (Zhao et al. 2010). This is a non-
parametric resampling method that calculates the indirect
effectin each sample and offers a confidence interval, so that if
zero is not in the interval it can be stated that the indirect effect
is different from zero (Bollen and Stine 1990; Shrout and
Bolger 2002). These confidence intervals are better than the

Table 2 Summary statistics and correlation matrix®

Sobel test because the latter makes an unrealistic assumption
on the way in which the indirect effect is distributed in the
sample (Hayes 2009; Preacher and Hayes 2004, 2008).

Results

Table 2 offers the main descriptive statistics of the vari-
ables. The first thing to be mentioned about the data gath-
ered in the study is that the instrumental orientation is, on
average, higher than the normative one and this difference is
permanent no matter the education received. Specifically,
although not shown in the table, average scores of the
instrumental and the normative orientation were 5.65 and
4.36, respectively, in the business students’ subsample. The
corresponding average scores in the non-business students’
group were 5.16 and 4.84. Besides the prevalence of the
instrumental orientation, it also must be noticed that the
average gap between both approaches is significantly larger
within the business students’ subsample.

In addition, Table 2 also shows the correlation coeffi-
cients of such variables. Although some of them showed a
statistically significant correlation, following the empirical
rule of Kleinbaum et al. (1998), analysis of the variance
inflation factors (VIF) indicated that there was no evidence
of multicollinearity because in no case was VIF above 10.

In Table 3, business education (Models 1a and 1b) was
used to explain stakeholder orientation, controlling for
students’ gender and work experience. Business education
seemed to significantly affect instrumental and normative
stakeholder orientation. More specifically, according to the
results of Model la, business education had a positive
effect on instrumental stakeholder orientation (f = 0.2;
p < 0.01), thus confirming Hypothesis 1. Moreover, Model
1b revealed that business education influenced normative
stakeholder orientation (f = —0.13; p < 0.10), which was
in line with Hypothesis H2. Also, since this influence was
negative, higher scores in business education corresponded

Mean  Stand. Minimum  Maximum %" 1 2 3 4 5 6
Desv.
1. INSTRUMENTAL  5.42 1.14 1 1
2. NORMATIVE 4.59 1.34 1 —0.10 1
3. IDEALISM 5.78 0.86 1.56 —0.18%* 0.35%%* 1
4. EXPERIENCE 0.53 1.83 0 21 0.02 0.19%* 0.02 1
5. EDUCATION 53.40 0.21%*  —0.17* —0.28**  —0.19%*% 1
6. GENDER 28.64 0.15% —0.06 —0.13" 0.02 0.16 1
* n =206
" % of cases where ‘dummy variable’ = 1
T p<0.10, * p <0.05, ** p < 0.01
@ Springer
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Table 3 Regression analysis®

Independent Model la Model 1b Model 2 Model 3a Model 3b

variables DV: Instrumental DV: Normative DV: Idealism  DV: Instrumental DV: Normative
stakeholder stakeholder stakeholder stakeholder

EDUCATION 0.20%** (2.89) —0.13" (-1.83) —0.27%* (— 0.17* (2.34) —0.04 (—0.54)

3.94)

IDEALISM —0.12" (=1.70) 0.34%** (4.98)

GENDER 0.117 (1.64) —0.05 (—0.66) —0.09 (—1.25) 0.10 (1.50) —0.02 (—0.25)

EXPERIENCE 0.06 (0.89) 0.17** (2.39) —0.03 (—0.40) 0.06 (0.84) 0.18** (2.67)

R? 0.06 0.06 0.09 0.07 0.16

F 4.37%* 4.02%* 6.45%* 4.04%* 9.59%*

a

T p<0.10, * p < 0.05, ** p < 0.01

to lower stakeholder orientation from a normative point of
view. Consequently, students exposed to business man-
agement theories tended to be more inclined to consider
stakeholders as a means to their own end and less willing to
introduce moral values when relating to them.

Supporting our Hypothesis 3, business education also
affected students’ idealism (f = —0.27; p < 0.01) (Model
2). The students that received more business education
showed a lower level of idealism.

Furthermore, Hypothesis 4 considered the existence of a
mediating effect on the part of idealism in the relation
between business education and stakeholder orientation.
Following Baron and Kenny (1986), in order for this
mediation to exist, it is necessary for the variable that
measures business education to be significant in the
regressions on stakeholder orientation and on idealism
(Models 1a, 1b and 2). It is also necessary, when intro-
ducing business education and idealism variables in the
same regression on stakeholder orientation, for the former

Standardised coefficients are reported with ¢ values in parentheses; n = 206

to be non-significant or less significant and the latter to
have a significant influence. Models 3a and 3b complied
with this condition. As business education was also sig-
nificant in the regression on instrumental stakeholder ori-
entation (Model 3a), there was partial mediation regarding
instrumental stakeholder orientation. However, business
education was no longer significant in Model 3b, indicating
a total mediation effect regarding normative stakeholder
orientation, so the effect of business education was totally
exerted through idealism.

We also found another interesting relation referring to
one of our control variables: work experience. This vari-
able positively affected normative stakeholder orientation,
which meant that students with more work experience
considered that firms should care for their stakeholders
because that was the right thing to do.

Figure 2 shows the relations between the three main
variables considered in the research for the purpose of
identifying the existence of mediation.

(a.1) 0.20**
(b.1)-0.13t
Independent variable Dependent variable
BUSINESS EDUCATION @2) 0.17* STAKEHOLDER ORIENTATION
(b.2)-0.04
.27 (a.1)-0.17+* (a.2)-0.12
(b.1) 0.35** (b.2)-0.34*

Mediating variable
IDEALISM

Fig. 2 Mediation of idealism on stakeholder orientation® **Standard-
ised regression coefficients are reported, with values after the
inclusion of the mediator in the regression equation in parentheses;
n =206, T p<0.10; * p <0.05; ** p < 0.01%z and b denotes the
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results regarding instrumental and normative orientation, respec-
tively; / refers to the effect of the corresponding variable along with
control variables, while 2 refers to the joined effect of the explanatory
and mediating variables
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For showing the existence of this indirect effect, taking
only the change in significance of the coefficients follow-
ing Baron and Kenny (1986) has been criticised, so it may
be advisable to take into account changes in the actual
coefficients (Holmbeck 1997). The effect of business
education on stakeholder orientation, represented by its
coefficient in Model la for instrumental stakeholder ori-
entation (f = 0.20) and in Model 1b for normative stake-
holder orientation (f = —0.13), turned into a direct effect
that can be quantified by its coefficients in Models 3a
(f =0.17) and 3b (f = —0.04). So the indirect effect
would be the difference between them (0.03; —0.09),
which is 15 and 69 %, respectively. This indirect effect is
equal to the result of multiplying the regression coefficients
of business education in Model 2 (f = —0.27) by the
coefficient for idealism in Models 3a (f = —0.12) and 3b
(f = 0.34). The test proposed by Sobel (1982) checked
that both coefficients were different from zero so the pre-
sence of the indirect effect for business education regarding
normative stakeholder orientation was corroborated
(Z = -3.089; p<0.01), but did not hold regarding
instrumental stakeholder orientation (Z = 1.56; p > 0.1).

Finally, bootstrapping is being increasingly used to test
the existence of the indirect effect (Bollen and Stine 1990;
Shrout and Bolger 2002). The results obtained by applying
the macro for SPSS developed by Preacher and Hayes
(2008) and including the control variables and 1,000
bootstrap samples indicated that, with a 95 % confidence
level, the indirect effect was different from zero and
mediation by idealism was significant for both stakeholder
orientations, thus confirming Hypothesis 4.

Conclusions

Drawing on Stakeholder Theory and on personal moral
philosophies, this study analyses whether the type of higher
education (business vs. non-business) received by indi-
viduals has an influence on their stakeholder management
orientation (instrumental and normative) and if this rela-
tionship is mediated by their level of idealism.

Our results indicate that business students tend to show a
more instrumental, less normative, stakeholder manage-
ment orientation than their non-business counterparts. This
finding can be justified by some of the contents of man-
agement education. It is a fundamental task of such pro-
grammes to develop students’ cost-benefit reasoning and
inculcate the idea that firms are mainly driven by compe-
tition so trade-offs between efficiency and equity have to
be done. In this sense, business students are generally
exposed to assertions such as self-interest leads to the
welfare of society, actors in a business context are
opportunistic in nature, and the only valid objective is to

maximise your own utility function, which they are likely to
embrace. In this situation, and in line with the first step of
Rest’s (1986) model of moral decision-making, when
managing stakeholders’ relations such students are likely to
recognise moral issues related to the duty to act for the
benefit of the company and loyalty towards shareholders
while attending other may not represent a factual moral
issue. Moreover, and moving on to the second step of
Rest’s (1986) model, once business students recognise that
considering stakeholders’ interests does represent a moral
issue in one way or another, the sort of teaching they have
received is likely to lead them to judge the morally right
action according to ethical egoism. In relation to stake-
holder management, the main principle of this ethical
theory may be the statement by Jones et al. (2007:138):
“The welfare of others is relevant to an egoist only if it
affects his or her welfare; it has no independent moral
standing”. Furthermore, from a utilitarian point of view,
egoistic behaviour is also justified as it may increase gen-
eral welfare, following Adam Smith’s idea of the invisible
hand. It may therefore be understandable for business
students to be more instrumentally oriented and less nor-
matively oriented in dealing with stakeholders.

Our findings also suggest that business students have a
lower level of idealism, which is in line with some previous
empirical research (Deering et al. 1994; Ibrahim et al.
2010). Thus, to the extent that idealism involves concern
for the welfare of others and avoidance of negative con-
sequences for others (Forsyth 1980, 1992), management
education may be lowering the level of students’ idealism:
business programmes usually teach that self-interest is the
key motivation for an individual’s behaviour, and also the
realistic fact that most decisions entail benefits for some
individuals or firms, and costs for some others.

Finally, the results also support the idea that idealism
mediates the relationship between type of education and
stakeholder management orientation. On the one hand, the
impact of individuals’ education on their instrumental
orientation is partially exerted through their level of ide-
alism. So, although the influence of the personal charac-
teristic of idealism is relevant, the main determinant for the
instrumental orientation is education, as explained above.
On the other hand, in the presence of idealism, students’
education only exerts an indirect effect on their normative
orientation through the above-mentioned dimension of
personal moral philosophy.

When considering stakeholder management as part of
the complex task of running a business, idealism may have
positive effects. If a highly idealistic individual is respon-
sible for a firm’s decision-making, it is rather reasonable to
believe that he or she is not going to give preference to his
or her shelf over the interests of the firm, and it will be
more likely to build trust-based relationships with
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stakeholders, which may lead to a competitive advantage.
However, it has to be noted that idealism in managers may
also have negative economic effects for their companies.
Firstly, since trade-offs are rather common in business, an
idealistic individual may be unwilling to make decisions
that potentially could harm some stakeholders and this lack
of decision, or at least, the subsequent delay, may result in
a competitive disadvantage if competitors move first. And
secondly, as comparing positive and negative conse-
quences of a decision is considered inappropriate by highly
idealistic individuals, cost-benefit reasoning may be not
applied in certain situations, which might lead to making
inefficient decisions and, consequently, to a competitive
disadvantage.

We also found other interesting relations referring to the
control variables. Firstly, gender affects the instrumental
stakeholder management orientation but only marginally.
Specifically, female respondents tend to exhibit a lower
instrumental orientation. A possible explanation could be
found in the ethics of caring (Gilligan 1982) which pro-
poses that women speak and act in the language of caring
and responsibilities. This means that, in the context of a
relationship—between a firm and its stakeholders, for
example—, women are likely to believe that all parties in
the relationship have responsibilities (Burton and Dunn
1996) and both their own good and the good of others must
be considered when deciding what is the right course of
action. In this sense, previous empirical papers found that
females are likely to be more concerned about their duties
to different stakeholders (Simgan-Mugan et al. 2005) and
also that they have values more sensitive to others than
males (Eaton and Giacomino 2001). Secondly, work
experience positively influences the normative stakeholder
management orientation. This finding means that individ-
uals who have been working for more years are more
willing to take stakeholders’ interests into account because
of their intrinsic worth. A possible explanation for this
could be that, due to their own work experience, they see
themselves more as a stakeholder in the business context
and may therefore value the consideration of their claims
beyond instrumental motives. In general, this fact may be
consistent with the results of some previous empirical
studies which suggest that individuals with more years of
work experience tend to have a less egocentric attitude
(Keller et al. 2007) and to consider other parties’ interests
when facing ethical dilemmas (Eweje and Brunton 2010).

Our results have some limitations. Firstly, our research
design was cross-sectional in nature, so explicit conclu-
sions cannot be drawn about variable causality (Valentine
and Bateman 2011). It would have been interesting to
measure the level of idealism and the stakeholder orien-
tation of our sample’s individuals before they started their
higher education. This would have enabled us to observe
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any changes caused by students’ exposure to management
theories, concepts and so on. Secondly, the observed dif-
ferences between business and non-business students could
be explained by a self-selection effect, which would imply
that individuals who follow business studies are less ide-
alistic, more instrumentally oriented, and less normative-
oriented. Empirical evidence is contradictory and some
studies found a significant self-selection effect (Frank and
Schulze 2000; Frey and Meier 2003) while others did not
(Neubaum et al. 2009; Wang et al. 2011). In any case, it
appears to be reasonable to consider that both personal or
innate characteristics and the type of higher education
received may be influencing respondents conduct (Pfeffer
2005). Besides, the data for the study was collected using a
questionnaire so there might be a social desirability bias.
The nature of the topic under investigation might have led
some respondents to reply in a way that they consider
socially acceptable to others (Valentine and Fleischman
2008). This would have resulted in overvaluation of ide-
alism and the normative stakeholder orientation and
undervaluation of the instrumental stakeholder orientation.
And, finally, according to Yezer et al. (1996) conclusions,
we have to be aware that the behaviour of undergraduate
students of economics in surveys or specialised games may
be different at least in some way than the one shown in the
“real-word”.

This study may be relevant for teaching in business
education. In general terms, to the extent that business
schools have freed their students from moral responsibili-
ties (Ghoshal 2005; Fernandez-Gago and Martinez-Cam-
pillo 2012) and considering the influence shown in our
results that management education has on individuals’
concern for others, the promotion of ethics training should
be reinforced as it has a positive effect on ethical behaviour
and moral reasoning (Delaney and Sockell 1992; Lau 2010;
Weber 1990). In particular, Trevifio (1992) suggests that
moral education and training may be especially relevant in
influencing moral development (Kohlberg 1969). As we
have mentioned above, business education today seems to
be fostering the lowest level of moral development, which
is labelled pre-conventional and is characterised by the
prevalence of personal, material interests. Therefore, if
ethical courses were more included in business education
and business ethics was efficiently taught, students would
be more likely to advance to both subsequent levels of
moral development. At the next level up referred to as the
conventional level, individuals live up to the expectations
of their peers (Martynov 2009; Treviflo 1992). Regarding
this level, management education should aim to develop
the image of business people as cooperative individuals
concerned for the economic and social welfare. At the third
level, called post-conventional, individuals are guided by
strongly held values and principles, are loyal to humans in
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general, and actively promote the welfare of others
(Logsdon and Yuthas 1997; Martynov 2009; Trevifio
1992). In relation to this level, business education could
teach students that there are some values or principles, such
as Human Rights, that should be respected always, even if
this entails a suboptimal economic outcome for oneself.

Unlike most management theories, which separate
business decisions from ethical decisions (Freeman 1994),
stakeholder theory is grounded on (a) the integration of
both areas of decision and (b) the responsibility principle
which states that “most people, most of the time, want to,
and do, accept responsibility for the effects of their actions
on others” (Freeman et al. 2010: 8-9). However, although
stakeholder theory is widely taught in business schools,
there is a bias towards an instrumental approach in the way
it is explained (Donaldson and Preston 1995). Therefore,
stakeholders are commonly understood as groups or indi-
viduals who can affect the achievement of traditional
corporate objectives, without enough consideration as to
whether they are affected by them. This understanding is
consistent with the findings of this paper. If we desire to
complement the predominant instrumental orientation
presented to business students with a normative orientation,
ethical theories and moral concepts should be included
when teaching stakeholder theory and, in general, when
teaching management. It might be interesting to link
stakeholder theory with the development of ethics of care
ideas such as caring for all with whom we have a rela-
tionship and giving special attention to the least advan-
taged members of the moral community (Burton and Dunn
1996), the Kantian notion of “Do unto others as you would
have them do unto you” (described in Jones et al. 2007,
p- 139) or the Rawlsian fairness considerations on how to
distribute a result or an outcome among different parts with
justice (also described in Jones et al. 2007).

Finally, further research could move forward in the ethical
decision-making process as the stakeholder management
approach as discussed here is related only to the first two
stages: recognising a moral issue and making a moral judg-
ment in business decisions that may affect stakeholders’
welfare. It has been proposed that business education and the
level of idealism may affect recognition of a moral issue and
how to judge the right course of action. In consequence, the
approach to stakeholder theory was qualified as more or less
instrumental and normative. This same reasoning could be
followed in new research studies to check if the stages of
establishing intent and making real decisions on stakeholders
are also influenced by business education and idealism in
decision-makers. For this purpose, a new questionnaire
measuring the instrumental and/or normative approach
adopted at the time of forming intent and making decisions
would be required, as well as a sample composed of business
practitioners instead of students.

Furthermore, it might be of interest to develop research
on personal moral philosophies, including relativism
(Forsyth 1980, 1992) in the analyses. Some ethical sce-
narios could be created representing a business context in
which a stakeholder-related problem occurs to see how
respondents would solve the problem. Another possibility
would be to differentiate among several stakeholders, such
as shareholders, employees or society, in order to compare
individuals’ instrumental and normative orientations
towards each of them.

Notes

1. The other five components of moral intensity accord-
ing to Jones (1991) are magnitude of consequences,
social consensus, probability of effect, temporal
immediacy and concentration of effect.

2. We repeated the regression models considering a

problem of heteroscedasticity with robust estimations
and the results did not vary significantly.
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Appendix: Measurement Scales
Stakeholder Orientation

(Likert-type scale, from 1 = strongly disagree, to
7 = strongly agree)

“Firms should take into account their stakeholders’
interests only when such groups may affect firms’
activities and goals now or in the future”.

“Firms should always take into account their stake-
holders’ interests because that is the right thing to do,
even when such groups are not able to affect firms’
activities and goals now or in the future”.

Idealism

(Likert-type scale, from

7 = strongly agree)

1 = strongly disagree, to

Idealism 1 People should make certain that their
actions never intentionally harm others,
even to a small degree.

Idealism 2 Risks to others should never be

tolerated, irrespective of how small
the risks might be.
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Idealism 3 The existence of potential harm to Delaney, J. T., & Sockell, D. (1992). Do company ethics training
others is always wrong, irrespective programs make a difference? An empirical analysis. Journal of
of the benefits to be gained Business Ethics, 11(9), 719-7217. i
' Donaldson, T., & Preston, L. (1995). The stakeholder theory of the
Idealism 4 One should never psychologically corporation: Concepts, evidence, and implications. Academy of
or physically harm another person. Management Review, 20(1), 65-91.
Idealism 5 One should not perform an action which Eaton, T. V., & Giacomino, D. E. (2001). An examination of personal
. . values: Differences between accounting students and managers
mlght n any way threaten the and differences between genders. Teaching Business Ethics,
dignity or welfare of another individual. 5(2), 213-229.
Idealism 6 If an action might harm an innocent other, Emiliani, M. L. (2004). Is management education beneficial to
then it should not be done. society? Management Decision, 42(3/4), 481-498.
. Ly Eweje, G., & Brunton, M. (2010). Ethical perceptions of business
Idealism 7 Deciding whether or not to perform an students in a New Zealand university: Do gender, age and work
act by balancing its positive experience matter? Business Ethics: A European Review, 19(1),
consequences against its negative 95-111.
consequences is immoral. Fernandez-Gago, R., & Martinez-Campillo, A. (2012). Teaching
. .. business management from a perspective beyond self-interest.
Idealism 8 The dignity and welfare of the people Innovar: Journal of Administrative and Social Sciences, 22(46),
should be the most important concern 165-174.
in any society, Ferrell, O. C., & Gresham, L. G. (1985). A contingency framework
Idealism 9 It is never necessary to sacrifice the for understanding ethical decision making in marketing. Journal

welfare of others.

Moral behaviours are actions
that closely match ideals of the
most “perfect” action.

Idealism 10
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