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Stakeholder Integration, Ethical Orientation and Environmental Performance: 

Evidence from SMEs in Ghana 

 
Abstract 

This paper offers a novel theoretical account of how and when stakeholder pressures translate 

into environmental performance. Building on the Natural Resource-Based View, we develop 

a moderated-mediation model showing a) stakeholder integration mediates the effect of pri-

mary and secondary stakeholder pressures on environmental performance (how) and b) or-

ganizational ethical orientation moderates this mediated effect (when). We tested our model 

in the context of Ghanaian manufacturing small and medium-sized enterprises (SMEs). A 

time-lagged survey of 367 firms showed that both primary and secondary stakeholder pres-

sures positively influence environmental performance via stakeholder integration, and this 

mediated effect is stronger when ethical orientation is high rather than low. Our study ad-

vances research in three ways. First, it highlights the role of stakeholder integration as a rela-

tional capability distinct from traditional technical environmental capabilities. Second, it 

demonstrates the contingent role of ethical orientation in shaping sustainability outcomes. 

Third, it provides context-sensitive insights from SMEs operating in institutionally fragile en-

vironments. 

Keywords: stakeholders, Ghana, sub-Saharan Africa, sustainability, environmental 

performance 

 

1. Introduction   

A growing body of research examining the relationship between organizations and the natural 

environment has made significant theoretical and empirical advances over the past three 

decades. Foundational contributions such as the Natural Resource-Based View (NRBV) 

(Farrukh & Sajjad, 2025; Gabriel et al., 2025; Hart, 1995; Hart & Dowell, 2011) and 

stakeholder theory (Esposito et al., 2025; Freeman, 1999; Freeman et al., 2010; Matthews et 

al., 2025) have established that firms’ environmental performance is shaped by external 

pressures and internal capabilities. A substantial body of empirical work demonstrates that 

stakeholders including regulators, customers, employees, communities, and activists exert 

pressures that influence firms’ adoption of environmental practices (Charan & Murty, 2018a; 

Murillo-Luna et al., 2008; Sarkis et al., 2010, 2011; Trivedi et al., 2025; Wijen, 2014). At the 

same time, research grounded in capability perspectives argues that firms vary in their ability 
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to translate such pressures into performance outcomes (Grewatsch and Kleindienst, 2018; 

Helfat & Peteraf, 2003). 

               Despite these advances, the dominant theoretical lenses have been developed and 

tested primarily in the context of large corporations operating in industrialized economies. 

Prior review studies on corporate environmental performance and sustainability have 

consistently noted a strong empirical and theoretical bias toward large firms operating in 

developed and institutionally stable contexts (e.g., Asad et al., 2025; Islam et al., 2025). As a 

result, the mechanisms through which firms respond to environmental pressures are typically 

theorized under conditions of resource abundance and relatively effective regulatory 

enforcement. This leaves important gaps in our understanding of SMEs in developing 

countries, where firms face resource constraints, institutional voids, and rely more heavily on 

informal relationships and community embeddedness (Oyedele & Firat, 2020; Simba et al., 

2025; Skalli et al., 2024). In particular, we know relatively little about how stakeholder 

pressures are translated into environmental performance in such contexts, and whether 

relational capabilities and ethical orientations operate differently under these conditions. 

Addressing these gaps requires more context-sensitive theorizing that reflects the institutional 

and socio-cultural realities of developing economies. 

               The need for context-sensitive theorizing is especially pressing in Africa. Sub-

Saharan economies face acute environmental challenges, including biodiversity loss, 

pollution, and climate vulnerability, while simultaneously experiencing industrial expansion 

and institutional fragility (Boyomo et al., 2025; Kwablah & Amoah, 2022; Mbalyohere & 

Lawton, 2026). In such contexts, formal regulatory enforcement is often uneven, and firms 

operate within institutional voids that complicate the translation of environmental policy into 

practice (Amankwah-Amoah et al., 2018). At the same time, African firms are deeply 

embedded in local communities and influenced by relational norms emphasizing collective 
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welfare and moral obligation (Oyedele & Firat, 2020; Simba et al., 2025; Skalli et al., 2024). 

These contextual features raise important questions about how stakeholder pressures operate 

and how firms respond. Existing stakeholder theory suggests that firms adopt environmental 

practices in response to pressures from actors who can affect or are affected by firm activities 

(Freeman, 1999; de Sousa Jabbour et al., 2025; Zhang et al., 2025).  Under instrumental 

stakeholder logic, managers engage in welfare-enhancing actions not solely out of moral 

motivation but to maintain access to critical resources and secure competitive advantage 

(Freeman et al., 2018b; Jones et al., 2018; Mitchell et al., 2016).                

            Empirical research confirms that stakeholder pressures are associated with improved 

environmental performance (Charan & Murty, 2018a; Sarkis et al., 2010). However, prior 

studies also highlight heterogeneity in responses. Not all firms subjected to similar pressures 

exhibit comparable environmental outcomes (Liston-Heyes & Vazquez-Brust, 2016). One 

explanation for this heterogeneity lies in organizational capabilities. The NRBV posits that 

environmental performance depends on the development of firm-specific capabilities that 

enable proactive environmental strategy (Hart, 1995; Hart & Dowell, 2011). Extending this 

logic, Bridoux and Stoelhorst (2016) argue that capabilities that foster stakeholder 

cooperation are central to joint value creation and social welfare. Previous work emphasizes 

that translating stakeholder pressures into performance requires not only environmental 

knowledge but also relational capabilities that facilitate engagement, coordination, and 

adaptation (Kazadi et al., 2016; Plaza-Úbeda et al., 2010; Shahzad et al., 2024; Sahoo, 2024; 

Trivedi et al., 2025; Wolf, 2014). Yet stakeholder integration, the capability to systematically 

know, interact with, and adapt to stakeholders has rarely been examined as a mediating 

mechanism between stakeholder pressures and environmental performance, particularly in 

SME contexts. 
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               Furthermore, the ethical dimension of organizational response remains under-

theorized. Stakeholder integration is not inherently normative; it can be deployed to create 

genuine collaborative value or, alternatively, to manage impressions and neutralize pressures 

(Bromley & Powell, 2012; Greenwood, 2007). Organizational ethical orientation, reflected in 

articulated values, codes of conduct, and shared moral norms may shape how managers 

interpret and act upon stakeholder demands (Hood, 2003; Hunt et al., 1989; Treviño et al., 

2006). While prior research links ethical climate to social and environmental outcomes 

(Afzali et al., 2025; Blome & Paulraj, 2013; Erwin, 2011; López-Cabarcos et al., 2025), little 

is known about its moderating role in shaping the effectiveness of relational capabilities in 

sustainability contexts. 

               These gaps are amplified in African SME settings. Research on corporate social 

responsibility (CSR) in Africa has focused largely on multinational corporations and 

philanthropic or community-oriented initiatives (Kolk & Rivera-Santos, 2018; Kühn et al., 

2018). Environmental performance among indigenous SMEs has received limited empirical 

attention (Essuman et al., 2026; Sarfo et al., 2025; Tawiah et al., 2024). Moreover, African 

business contexts are characterized by strong communal norms, customary authorities, and 

religious influences that may reshape stakeholder salience and ethical commitments (Egels-

Zandén & Kallifatides, 2017; Metz, 2007). Secondary stakeholders such as local 

communities, NGOs, and media may exert influence comparable to, or greater than, primary 

contractual stakeholders in shaping environmental expectations. 

               Against this backdrop, we develop and test a framework that integrates stakeholder 

pressures, stakeholder integration capability, and ethical orientation to explain environmental 

performance among SMEs in Ghana. Ghana provides a theoretically meaningful setting: it is 

experiencing industrial growth alongside increasing environmental awareness and policy 

development, yet continues to face institutional constraints (Boyomo et al., 2025; Kwablah & 
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Amoah, 2022; Mbalyohere & Lawton, 2026). Using a time-lagged survey design with 367 

manufacturing SMEs, we examine whether stakeholder integration mediates the relationship 

between pro-environmental stakeholder pressures and environmental performance, and 

whether organizational ethical orientation moderates this mechanism. 

               Our study contributes to three streams of research. First, we extend stakeholder 

theory by demonstrating that stakeholder salience is context-dependent and that secondary 

stakeholders may exert strong direct influence in institutionally fragile environments. Second, 

we integrate relational capabilities into the NRBV framework, identifying stakeholder 

integration as a key mediating mechanism linking external pressures to environmental 

outcomes. Third, we incorporate organizational ethical orientation as a boundary condition 

that shapes whether relational engagement translates into substantive environmental 

investment. By bringing together stakeholder theory, capability perspectives, and 

organizational ethics within an African SME context, we respond to calls for more 

contextually grounded and ethically informed theorizing in corporate sustainability (Freeman 

et al., 2018b; Jamali & Karam, 2018). In doing so, we provide a more nuanced account of 

how SMEs in developing economies navigate environmental pressures and contribute to 

sustainability transitions. 

2. Theoretical background and hypothesis development  

 

2.1 Stakeholders as Determinants of Environmental Performance  

Stakeholders, defined as actors who can affect or are affected by a firm’s activities (Freeman, 

1999), are widely recognized as central drivers of corporate environmental practices (Appiah‐

Kubi et al., 2025; Charan & Murty, 2018a; Murillo-Luna et al., 2008; Sarkis et al., 2010, 

2011; Shabbir, 2025; Wijen, 2014). Although firms may resist or deflect greening pressures, 

the stakeholder approach to strategic management (Freeman & McVea, 2001; Freeman et al., 

2010; Jones et al., 2018) posits that organizations frequently adopt pro-environmental 
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practices to align with stakeholder expectations. Firms may engage in welfare-enhancing 

initiatives that do not yield immediate financial returns and are not solely morally motivated 

because doing so strengthens stakeholder relationships and secures access to critical 

resources (Freeman et al., 2018b; Mitchell et al., 2016). Under certain conditions, responding 

effectively to stakeholder expectations can also contribute to competitive advantage through 

enhanced value creation (Jones et al., 2018). 

              The Natural Resource-Based View (NRBV) further underscores the importance of 

organizational capabilities in achieving environmental performance (Azumah et al., 2025; 

Hart, 1995; Hart & Dowell, 2011; Siddiquei et al., 2025). Organizational capabilities, defined 

as the ability to perform coordinated tasks using firm resources to achieve specific outcomes 

(Helfat & Peteraf, 2003; Polas et al., 2025; Zacca, 2026), enable firms to translate external 

pressures into strategic action. Bridoux and Stoelhorst (2016) argue that capabilities that 

foster stakeholder cooperation are central to generating social welfare. Accordingly, firms 

require specific capabilities to respond to stakeholder demands and convert them into 

improved environmental performance (Grewatsch & Kleindienst, 2018; Plaza-Úbeda et al., 

2010; Sarfo et al., 2025; Siddiqi et al., 2025). In this view, capabilities mediate the 

relationship between stakeholder pressures and organizational outcomes (Ferrell et al., 2010; 

Kazadi et al., 2016; Sarkis et al., 2010): greater pressures stimulate capability development, 

and the deployment of these capabilities enhances performance in stakeholder-relevant 

domains (Wolf, 2014). 

             Empirical research supports the mediating role of environmental capabilities such as 

environmental knowledge (Charan & Murty, 2018b; Guerci et al., 2016; Sarkis et al., 2010). 

Yet such capabilities do not fully account for heterogeneity in environmental performance 

under greening pressures (Liston-Heyes & Vazquez-Brust, 2016). A broader relational 

capability (i.e., stakeholder integration) may offer a more comprehensive explanation. 
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Stakeholder integration refers to a firm’s ability to establish and sustain collaborative 

relationships with diverse stakeholders (Amankwah-Amoah et al., 2018; Kazadi et al., 2016; 

Plaza-Úbeda et al., 2010; Wolf, 2014). Failures to mitigate environmental challenges, such as 

climate change, often stem not from lack of intent but from insufficient capacity to coordinate 

multi-stakeholder partnerships (Pinkse & Busch, 2013). Stakeholder integration encompasses 

knowledge of stakeholders, the intensity of interaction with them, and adaptation to their 

claims (Plaza-Úbeda et al., 2010; Zhang et al., 2025). Firms possessing these capabilities are 

better positioned to interpret environmental demands, co-develop appropriate responses, and 

implement the necessary organizational and behavioral changes (Danso et al., 2019; Plaza-

Úbeda et al., 2010). 

          Despite its theoretical relevance, stakeholder integration has not been fully 

conceptualized or empirically tested as a mediating mechanism between stakeholder 

pressures and environmental performance. The development of this capability depends on 

internally embedded processes and routines shaped by managerial interpretations (Grewatsch 

& Kleindienst, 2018; Rueda-Manzanares et al., 2008). These interpretations are influenced by 

a firm’s ethical orientation—defined as the extent to which it adheres to and enacts ethical 

principles (Hood, 2003). Ethical orientation shapes how firms respond to stakeholder 

demands (Litz, 1996; Phillips, 2003; Weaver et al., 1999), yet stakeholder theory has rarely 

examined its role in enabling the effective deployment of capabilities in response to 

stakeholder pressures. 

              These theoretical gaps are compounded by contextual limitations in existing 

research. Evidence on SME environmental performance is predominantly drawn from 

developed economies (Clemente-Almendros et al., 2025; Mehmood et al., 2025; Ullah, 

2025). Stakeholder theory has likewise focused primarily on large firms in developed 

countries or major emerging economies such as China and India (Dögl & Behnam, 2018). In 
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Africa, research on stakeholder pressures and non-financial performance remains limited and 

concentrates largely on multinational corporations and their social initiatives related to labor 

conditions, community development, and poverty alleviation (Kühn et al., 2018; Kolk & 

Rivera-Santos, 2018; Phiri et al., 2019; Yakovleva & Vazquez-Brust, 2018). Empirical 

studies examining stakeholder influence on environmental practices among African firms, 

particularly SMEs are scarce (Soundararajan et al., 2018).  

 2.2 Stakeholder pressures and stakeholder integration 

Stakeholder theory conceptualizes the firm as a nexus of relationships linking managers and 

multiple stakeholder groups (Kock et al., 2012; Kumar et al., 2025; Mitchell et al., 2016; 

Valentinov, 2025). Stakeholder pressures, arising from regulation, social activism, rating 

agencies, and related monitoring mechanisms, raise the costs and risks associated with failing 

to respond to stakeholder claims (Shi et al., 2017). Managers are therefore incentivized to align 

organizational resources with the often-competing demands of diverse stakeholders to preserve 

stakeholder goodwill (Hill & Jones, 1992). As pro-environmental pressures intensify, so too 

does the strategic importance of addressing them. 

           Effectively managing such pressures requires the development of organizational 

capabilities that enable firms to identify priority stakeholders and engage them in ways tailored 

to specific issues (Freeman & McVea, 2001; Lee, 2011). This imperative is particularly salient 

for SMEs. Compared to large firms, SMEs typically maintain closer, more personal 

relationships with stakeholders (Fisher et al., 2009; Lähdesmäki et al., 2019; Spence, 2016), 

and their survival often depends heavily on stakeholder goodwill (Jenkins, 2004; Lepoutre & 

Heene, 2006). As a result, SME managers are likely to allocate resources toward developing 

stakeholder integration capabilities, enhancing their ability to understand stakeholder 

expectations, maintain relationships, and adapt to environmental claims (Delgado-Ceballos et 

al., 2012). 
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            Increases in environmental stakeholder pressures should therefore stimulate greater 

efforts to integrate stakeholders and collaborate in addressing environmental concerns. These 

dynamics are amplified in SMEs, which cultivate close relational ties through both formal and 

informal interactions (Lähdesmäki et al., 2019). In developing-country contexts, stakeholder 

integration also functions as a survival mechanism. SMEs operating in institutionally fragile 

and resource-constrained environments depend on stakeholder relationships to navigate 

institutional voids and recurring crises (Abubakar et al., 2019; Soundararajan et al., 2018). 

Frequent communication and strong interpersonal ties enhance continued stakeholder support, 

particularly during periods of instability (Pajunen, 2006). 

            Stakeholder theory further distinguishes between primary and secondary stakeholders. 

Primary stakeholders are those “without whose continuing participation the corporation cannot 

survive as a going concern” (Clarkson, 1995, p. 106). These actors, such as shareholders, 

customers, governments, and employees, are directly linked to the firm through contractual 

relationships or formal authority (Eesley & Lennox, 2006; Savage et al., 1991). Because they 

control essential resources, including labor, capital, and institutional support, failure to address 

their demands can have immediate and severe consequences (Rueda-Manzanares et al., 2008). 

Empirical evidence suggests that environmental activism by primary stakeholders strongly 

shapes firms' perceptions of environmental risks and liabilities due to its direct operational 

implications (Vasi & King, 2012). Firms are thus motivated to develop capabilities that 

facilitate engagement with these stakeholders to mitigate such risks. 

                These arguments extend to SMEs in Africa. Shareholders, customers, governments, 

and employees remain critical for firm survival in developing economies (Asamoah et al., 

2025; Billiet et al., 2025; Dögl & Behnam, 2018; Soundararajan et al., 2018), including African 

contexts (Amankwah-Amoah et al., 2019). Accordingly, we propose the following hypothesis: 

H1a: Primary stakeholder pressures positively relate to the degree of stakeholder integration 



10 
 

 

Secondary stakeholders are indirectly connected to the firm and include actors such as non-

governmental organizations, local communities, and the media (Eesley & Lennox, 2006). 

Although they lack formal contracts, legal authority, or direct control over essential firm 

resources, they can exert influence by shaping a firm's relationships with primary 

stakeholders (Eesley & Lennox, 2006). In particular, secondary stakeholders may either 

constrain or facilitate access to resources controlled by primary stakeholders (Su & Tsang, 

2015). For example, NGO activism or adverse media coverage can affect customer 

purchasing behavior and damage firm reputation (Vasi & King, 2012). 

             Evidence from large firms suggests that the influence of secondary stakeholders is 

often indirect. Charan and Murty (2018b) report that, in India, secondary stakeholders 

affected environmental practices primarily through mediated channels. Similarly, Vasi and 

King (2012) show that large corporations frequently respond to activism by relying on public 

relations, lobbying, or advertising to neutralize secondary pressures rather than engaging 

substantively with these actors (see also Fooks et al., 2013). 

              Such assumptions, however, are less applicable to SMEs in African contexts. Unlike 

large corporations, SMEs lack the resources to counteract activism through sophisticated 

public relations strategies, making them more exposed to media and NGO pressures (Vasi & 

King, 2012). Moreover, SMEs are often deeply embedded in their local communities, where 

managers and employees maintain overlapping social and economic ties with local actors 

(Lepoutre & Heene, 2006; Soundararajan et al., 2018). This embeddedness heightens their 

sensitivity to secondary stakeholder claims. 

             Institutional conditions further amplify this effect. In many African countries, formal 

state institutions coexist with customary authorities and informal governance systems, which 

can carry comparable influence (Yakovleva & Vazquez-Brust, 2018). In such settings, the 

claims of secondary stakeholders may directly disrupt operations and threaten firm survival. 
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Yakovleva and Vazquez-Brust (2018) document how firms in Ghana actively pursued 

integration of secondary stakeholders to secure operational stability, even when doing so 

diverged from formal government policy. Additionally, in contexts characterized by low 

resource munificence, meeting the expectations of local communities and NGOs can provide 

SMEs with access to quasi-governmental support and protection of local assets (Jamali & 

Karam, 2018). Accordingly, as pressures from secondary stakeholders intensify, SMEs are 

likely to increase efforts to integrate these actors, developing capabilities to better understand 

their concerns, strengthen communication, and adapt organizational practices to their 

demands. 

 

H1b: Secondary stakeholder pressures positively relate to the degree of stakeholder 

integration 

2.3 Stakeholder Integration and Environmental Performance  

Firms in developing countries are often portrayed as less instrumental and strategically 

oriented in their social and environmental engagement than firms in developed economies 

(Visser et al., 2017). In African contexts, responses to pro-social stakeholder demands are 

deeply embedded in social norms and moral expectations that position firms as contributors 

to community welfare and as substitutes for limited state capacity (Oyedele & Firat, 2020; 

Simba et al., 2025). Jamali (2008) documents the spontaneous philanthropic engagement of 

SMEs in developing countries, frequently grounded in personal morality and religious 

obligation. African moral philosophy places strong emphasis on duties to others, privileging 

relational obligations over individual advancement (Metz, 2007). SMEs in Africa are 

commonly guided by norms of care and benevolence toward communities (Oyedele & Firat, 

2020; Simba et al., 2025), reflecting a relational moral framework that holds that “a person is 

a person through other persons” (Metz, 2007). 
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The Ubuntu philosophy, widely influential across sub-Saharan Africa, rejects decision-

making that privileges some stakeholder claims over others on the basis of power or 

legitimacy and instead promotes consensus and collaboration, particularly in support of less 

salient or vulnerable groups (Metz, 2007). In this context, stakeholder relations theory 

provides a more appropriate lens. This perspective frames responsiveness to stakeholder 

demands as a duty of care (Cludts, 1999) and emphasizes that strong relational bonds 

facilitate collaboration and organizational adaptation (Bosse & Coughlan, 2016; Reynolds & 

Yuthas, 2008). Through stakeholder integration, firms can build relational assets that generate 

synergies and enhance environmental performance (Danso et al., 2019; Tantalo & Priem, 

2016). For SMEs, broad stakeholder integration fosters community embeddedness 

(Soundararajan et al., 2018), unlocks reciprocity, and helps overcome financial and human 

capital constraints that impede environmental initiatives (Lepoutre & Heene, 2006). Given 

resource scarcity, firms in developing countries rely more heavily on relational assets and 

collaboration to advance environmental performance (de Souza Jabbour et al., 2017). In 

African settings, stakeholder integration may also provide access to local knowledge, 

customary authorities, and community networks that support environmental protection efforts 

(Amankwah-Amoah et al., 2019; Jamali et al., 2017a). 

               Research on SMEs in developing economies further suggests that these firms can 

navigate institutional voids through improvisation and recombination of stakeholder-provided 

resources, sometimes generating proportionally greater societal impact than larger firms 

(Soundararajan et al., 2018). Taken together, these arguments imply a positive relationship 

between stakeholder integration and environmental performance among African SMEs. 

Yet this relationship is not unambiguously positive. Firms often adopt stakeholder practices 

symbolically or selectively, even when they possess the capabilities to respond substantively 

(Bromley & Powell, 2012; Wijen, 2014). SMEs, like large firms, exhibit both responsible and 
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irresponsible behaviors (Soundararajan et al., 2018). Environmental concerns frequently rank 

below social initiatives in priority (Lepoutre & Heene, 2006), and managers in sub-Saharan 

Africa may perceive environmental improvements as economically disadvantageous 

(Amaeshi et al., 2016; Painter-Morland & Dobie, 2009). Where environmental objectives are 

viewed as conflicting with economic or social goals, managers may deprioritize 

environmental claims. 

                 In such cases, stakeholder integration does not inherently guarantee environmental 

commitment. As Phillips et al. (2003) argue, stakeholder integration is morally neutral; it can 

be deployed without substantive social or environmental intent. Firms may cultivate 

stakeholder relationships instrumentally or even deceptively (Greenwood, 2007; Noland & 

Phillips, 2010). Strong relational bonds, including friendships and reciprocal ties, can reduce 

stakeholders' willingness or ability to withdraw resources when environmental demands are 

unmet (Bosse & Coughlan, 2016). Firms may therefore leverage relational capital to buffer 

against retaliation for weak environmental performance (Yakovleva & Vazquez-Brust, 2018). 

               Accordingly, stakeholder integration can either strengthen environmental 

performance by fostering genuine collaboration or weaken it if relational bonds are used 

strategically to reduce the costs of non-compliance. Whether the positive or negative effect 

prevails may depend on whether environmental protection is perceived as integral to social 

welfare and fulfillment of duty of care. African moral philosophy does not categorically 

prohibit instrumental use of relationships unless it undermines community welfare or core 

moral prescriptions (Metz, 2007). Thus, the impact of stakeholder integration on 

environmental performance may hinge on normative interpretations of environmental 

responsibility. Given these competing theoretical arguments and inconclusive empirical 

evidence, we advance two contrasting hypotheses to capture the divergent effects suggested 

in the literature. 
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H2a: Stakeholder integration positively relates to environmental performance  

H2b: Stakeholder integration negatively relates to environmental performance 

 

Having established linkages between stakeholder environmental pressures and stakeholder 

integration, and between stakeholder integration and environmental performance, we now 

consider the question of how stakeholder pressures improve environmental performance by 

influencing stakeholder integration development. Central to our argument is the idea that firms 

that have high levels of environmental performance will not necessarily be those who simply 

display high levels of stakeholder greening pressures; rather, it will be those who deploy 

stakeholder integration as a means to improve environmental performance in response to such 

pressures. Stakeholder integration, by providing organizations with capabilities to understand 

stakeholder pressures, collaborate with stakeholders and adapt to stakeholders’ demands, is 

responsible for transmitting the effects of stakeholder pressures on improvements in 

environmental performance. On the other hand, stakeholder integration can also be developed 

as a means stakeholders’ pressures without investing in the improvement of environmental 

practices, and therefore sustaining low levels of environmental performance despite pressures.  

In a nutshell, stakeholder integration is a central mechanism that indirectly channels, either 

positively or negatively, the influence of stakeholder environmental pressures into 

environmental performance. Thus, we propose the following hypotheses: 

H3a: The degree of stakeholder integration mediates the effect of primary stakeholder pres-

sures on environmental performance. 

 

H3b: The degree of stakeholder integration mediates the effect of secondary stakeholder pres-

sures on environmental performance. 

 

2.4 Moderating role of ethical orientation  

Whether stakeholder integration enhances or undermines environmental performance de-

pends in part on moral considerations. Deploying stakeholder integration to buffer the risks of 
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underinvesting in environmental improvements constitutes a manipulation of stakeholder 

goodwill and can be viewed as ethically problematic. In contexts characterized by conflicts of 

interest, ethical standards play a critical role in constraining opportunistic behavior (Efelsberg 

& Solga, 2015; Freeman et al., 2012). Organizations embed formal and informal mechanisms 

that socialize members into accepted patterns of judgment and conduct (Treviño et al., 2006). 

Ethical orientation reflects the extent to which firms articulate and enact ethical values 

through codes, statements, and shared norms that guide decision-making (Cuadrado-Balles-

teros et al., 2017; Stevens, 2008). Where ethical orientation is explicit and institutionalized, 

managers demonstrate greater sensitivity to ethical issues and lower incidence of unethical 

conduct (Hunt et al., 1989; Weaver et al., 1999), in part because ethical behavior is reinforced 

and misconduct sanctioned (Hollingworth & Valentine, 2015). Firms characterized by a 

strong ethical climate are more likely to adopt socially responsible practices (Blome & 

Paulraj, 2013) and to achieve superior environmental performance (Erwin, 2011; Lee & Ha-

Brookshire, 2017). Notably, Erwin (2011) finds that ethical codes exert stronger effects on 

sustainability performance when managers are not already intrinsically motivated toward sus-

tainability, suggesting that ethical orientation can discipline discretionary managerial choices. 

Accordingly, a strong ethical orientation reduces the likelihood that managers will instrumen-

talize stakeholder integration to shield weak environmental performance. Conversely, when 

managers seek to leverage stakeholder integration to improve environmental outcomes, ethi-

cal orientation can amplify collaborative intent and strengthen positive effects. While in some 

Western contexts formal ethical statements may serve primarily symbolic purposes, such in-

strumental signaling is less plausible in many developing countries, where ethical norms are 

closely intertwined with cultural and religious values and violations invite community sanc-

tions (Hettihewa et al., 2019; Visser et al., 2017). Among African SMEs, ethical orientation 

frequently reflects the personal values and community commitments of owner-managers 
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(Oyedele & Firat, 2020; Simba et al., 2025). Publicly expressed ethical commitments may 

therefore heighten scrutiny and expose reputational risks, particularly in relation to commu-

nity or religious leaders (Metz, 2007). 

                Prior research underscores the salience of values and ethics in African institutional 

environments (Egels-Zandén & Kallifatides, 2017; Hamann et al., 2017), where regulatory 

enforcement capacity is often limited (Reddy & Hamann, 2018). In such contexts, ethical ori-

entation may substitute for weak formal institutions in guiding managerial conduct. We there-

fore argue that ethical orientation conditions how managers deploy relational bonds devel-

oped through stakeholder integration. Firms with strong ethical orientation are more likely to 

align stakeholder integration practices with stakeholder interests, thereby reinforcing the pos-

itive relationship between stakeholder integration and environmental performance. 

H4: The positive (negative) effect of stakeholder integration on environmental performance is 

increased (decreased) when a firm’s ethical orientation is stronger.  

 
3. Method 

 

3.1 Study setting 

Ghana provides an appropriate empirical setting for examining our hypotheses. As a sub-

Saharan economy that has increasingly specialized in pollution-intensive production, Ghana 

faces mounting environmental pressures. In response, the government has introduced policies 

targeting air and water pollution, as well as waste management, to strengthen environmental 

protection (Boyomo et al., 2025). Yet regulatory enforcement remains uneven, and firms 

continue to operate in a context characterized by institutional weaknesses and constrained 

access to critical resources (Adomako et al., 2019). 

               At the same time, Ghanaian firms display substantial engagement in activities aimed 

at enhancing social welfare, and environmental concerns are gaining prominence within 

corporate agendas (Agyei & Yankey, 2019; Amankwah-Amoah et al., 2019; Gruber & 
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Schlegelmilch, 2015). Environmental policymaking and practice in Ghana emphasize multi-

stakeholder involvement, with broad participation by public authorities, civil society, and 

private actors (Gruber & Schlegelmilch, 2015; Lawson, 2016). This institutional emphasis on 

stakeholder inclusion aligns with a broader resurgence of pre-colonial philosophies and 

ethical traditions that foreground communal responsibility and duty of care. 

These contextual features, growing environmental pressures, institutional fragility, active 

stakeholder engagement, and culturally embedded norms of communal responsibility, make 

Ghana a particularly suitable setting to test our theoretical arguments regarding stakeholder 

pressures, stakeholder integration, ethical orientation, and environmental performance. 

 

3.2 Data collection  

We collected data from manufacturing SMEs in Ghana. In developing economies, the 

manufacturing sector is widely regarded as a driver of economic growth, employment 

generation, and positive spillovers (Tybout, 2000). At the same time, manufacturing activities 

are a major source of environmental degradation in these contexts (World Bank, 2008), making 

the sector particularly relevant for examining environmental performance. 

            Our sampling frame was drawn from the database of the Association of Ghana 

Industries (AGI). From this population, we identified 860 SMEs that met four criteria: (1) 

independent firms not affiliated with a corporate group; (2) firms employing no more than 250 

full-time employees, consistent with the Ghana Statistical Service definition of SMEs (Ghana 

Statistical Service, 2006); (3) firms engaged in the production of physical goods; and (4) 

availability of complete contact information for the founder or CEO and the finance manager. 

Founders/CEOs were selected because they are most knowledgeable about strategic issues such 

as stakeholder pressures, stakeholder integration, and ethical orientation, whereas finance 

managers were chosen to report on environmental performance due to their more objective 
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oversight of firm-level outcomes; this separation of respondents also helps mitigate common 

method bias. 

              We employed a two-wave survey design with a one-year time lag between waves to 

mitigate common method concerns (Podsakoff et al., 2003). At Time 1 (T1), questionnaires 

were delivered in person to the CEOs of all 860 firms to collect data on control variables, 

stakeholder pressures, stakeholder integration, and ethical orientation. 

           To further reduce common method bias, environmental performance was measured at 

Time 2 (T2), one year after T1, by surveying finance managers. Of the 389 firms that 

participated at T1, 373 finance managers responded at T2. A one-year time lag was chosen to 

allow sufficient time for stakeholder pressures and integration practices to translate into 

observable changes in environmental performance, while remaining short enough to minimize 

confounding effects from major structural changes. We excluded six cases in which the CEO 

also served as finance manager, resulting in a final matched sample of 367 firms, corresponding 

to a response rate of 42.67 percent. In addition, we compared firms that participated in both 

waves with those that dropped out after T1 and found no significant differences in key firm 

and CEO characteristics, suggesting that attrition bias is unlikely to affect the results. On 

average, sampled firms had operated for 34 years and employed 71 full-time staff. 

 

3.3 Measure of constructs  

All multi-item scales were measured on a seven-point scale with anchors ranging from 

1=strongly disagree to 7=strongly agree. The measures were taken from previous studies.                      

               3.3.1 Stakeholder pressure. This construct was measured with items taken from 

Charan and Murty (2018a). Primary stakeholder pressure was composed of four items whilst 

the secondary stakeholder pressure was measured with three items. We asked respondents to 

rate the extent to which they perceived pressures from stakeholders to take action on their 

environmental activities. 



19 
 

             3.3.2 Stakeholder integration. We measured stakeholder integration using a three-

dimensional scale capturing firms’ knowledge of stakeholders, interaction with stakeholders, 

and adaptation to stakeholder demands (Plaza-Úbeda et al., 2010). Knowledge of 

stakeholders was assessed with four items, stakeholder interaction with four items, and 

adaptation to stakeholder demands with five items. The knowledge dimension is 

conceptualized as an organizational capability reflecting the systematic acquisition, 

codification, and prioritization of stakeholder-related information. Accordingly, the items 

capture complementary aspects of this capability, including documentation practices, 

managerial emphasis, and resource allocation, which together indicate the extent to which 

firms develop structured stakeholder awareness. Consistent with prior research (Adomako et 

al., 2019; Amankwah-Amoah et al., 2019; Plaza-Úbeda et al., 2010) stakeholder integration is 

conceptualized as a reflective higher-order construct comprising knowledge, interaction, and 

adaptation. These dimensions are theoretically distinct but represent interrelated 

manifestations of an underlying capability and are therefore expected to covary. Given this 

conceptualization and the absence of strong theoretical justification for differential weighting, 

we aggregate the three dimensions using an equal-weighted average, a common and 

parsimonious approach in multidimensional capability research. The average of the three 

dimensions thus represents the composite measure of stakeholder integration. To empirically 

substantiate this specification, Section 3.4 reports the inter-dimensional correlations, a 

second-order confirmatory factor analysis, and a comparison of alternative measurement 

structures (Table 1b). The three dimensions load comparably onto the second-order 

stakeholder integration factor (standardized loadings ranging from 0.78 to 0.82), supporting 

their treatment as approximately equally weighted reflective indicators. As a robustness 

check, we also re-estimated the focal models using a factor-score-weighted composite and a 

latent second-order specification of stakeholder integration; the pattern, direction, and 
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significance of the results were substantively unchanged. 

             3.3.3 Ethical orientation. We measured a firm’s ethical orientation with two items from 

Hood (2003) and four items from Hunt et al. (1989) corporate ethics scale. Accordingly, CEOs 

were asked to rate their level of agreement with seven statements that capture the ethical culture 

of the firm in question.  

              3.3.4 Environmental performance. Previous studies investigating the relation between 

stakeholders’ pressures and environmental performance use subjective self-evaluation of 

implementation of practices (Sarkis et al., 2010), or indicators such as carbon emissions and 

energy reduction (Berrone et al., 2007), where improvements may be the consequence of less 

productivity. Following the same approach, we measured environmental performance using 

four items from Judge and Douglas (1998). Finance managers or chief accountants were asked 

to provide answers to the environmental performance questions. This scale has been used to 

capture environmental performance (Chen et al., 2015). Table 1, below, displays the items used 

to measure our constructs. 

            3.3.5 Control variables. We controlled for firm size, age, financial slack, founder/CEOs’ 

age, gender, and education. These variables have been found to influence environmental 

performance (Russo & Fouts, 1997; Shevchenko et al., 2016). Firm size was measured by using 

the logarithm of the number of employees, whilst firm age was measured as a logarithm of the 

number of years since a firm’s inception (Akgün et al., 2012). Financial slack was measured 

with cash reserves at the end of the financial year 2022 (Voss et al., 2008). Gender was coded 

as 0=male; 1=female and education (“1” = “high school”, “2” = “bachelor’s degree”, “3” = 

“master’s degree”, and “4” = “doctoral degree”)
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Table 1: Measures and results of validity tests of multi-item constructs  
Measurement items  Standardized 

loadings (t-

values) 

Primary stakeholder pressure: α=0.86; CR=0.86; AVE=0.62  

Government/ regulators 0.74 

Customers/suppliers 0.78 

Employees 0.83 

Competitors 0.81 

Secondary stakeholder pressure: α=0.88; CR=0.89; AVE=0.73  

Local community 0.89 

Nongovernmental organizations/activists 0.88 

Media 0.80 

Knowledge of stakeholders: α=0.86; CR=0.89; AVE=0.68  

The company keeps documented information on the previous relationships with stakeholders 0.80  

Knowledge of all stakeholders and their demands is very important for the managers 0.78 

The company dedicates little time and few resources to knowing the characteristics of its stakeholders 

(r) 

0.87 

There is a lack of information and documentation on stakeholders’ demands (r) 0.86 

Stakeholders’ interactions: α=0.84; CR=0.85; AVE=0.59  

The company frequently has meetings with the stakeholders 0.70 

The company consults the stakeholders and asks them for information before taking decisions 0.74 

The company’s formal or informal cooperation with the stakeholders is intense 0.88 

Stakeholders participate in the company’s decision-taking process 0.75 

Adaptation to stakeholders: α=0.86; CR=0.87; AVE=0.58  

The company makes a special effort to prepare the information for the different stakeholders 0.85 

There is frequent managerial debate about the demands of the stakeholders 0.71 

The company is willing to change its objectives in line with stakeholders’ demands 0.69 

The company dedicates little time and few resources to adapting to stakeholders’ demands (r) 0.74 

The company’s policies and priorities are adapted to stakeholders’ demands 0.80 

Ethical Orientation: α=0.91; CR=0.92; AVE=0.66  

This company has a formal statement of its ethical stance 0.75 

The mission for this company includes a statement of ethical practices and behavior 0.87 

Managers in my company often engage in behaviours that I consider to be unethical (reverse coded) 0.80 

In order to succeed in my company, it is often necessary to compromise one’s ethics (reverse coded) 0.84 

Top management in my company has let it to be known in no uncertain terms that unethical behaviors 

will not be tolerated. 

0.77 

If a manager in my company is discovered to have engaged in unethical behavior that results primarily 

in personal gain (rather than corporate gain), he or she will be promptly reprimanded.  

0.85 

Environmental performance: α=0.86; CR=0.87; AVE=0.63  

Complying with environmental regulations  0.80  

Preventing and mitigating environmental crises  0.76 

Limiting environmental impact beyond regulatory compliance 0.85 

Educating employees and the public about the environment  0.87 

Note: r =reverse coded; t-values are in parentheses; AVE=average variance extracted; CR=construct reliability; α=Cronbach alpha value  

 

3.4 Potential biases, reliability and validity assessment 

We assessed potential non-response bias by comparing respondents and non-respondents on 

key firm and CEO characteristics. Using Pearson’s chi-square tests for categorical variables 

(Greenwood & Nikulin, 1996), we found no significant differences in firm size, firm age, 

CEO age, gender, or education. These results suggest that non-response bias is unlikely to 

threaten the validity of our findings (Armstrong & Overton, 1977; Rogelberg & Stanton, 

2007). 
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                  To evaluate common method bias, we adopted multiple procedural and statistical 

remedies. First, following Lindell and Whitney (2001), we employed a marker variable ap-

proach. The item “I enjoy watching TV,” which is theoretically unrelated to the focal con-

structs, served as the marker. Correlations between the marker and study variables were small 

and non-significant, ranging from −0.01 to 0.02, indicating minimal concern. 

                 Second, we implemented the CFA-based approach recommended by Carson et al. 

(2007). We estimated a combined congeneric measurement model including all multi-item 

constructs and an unmeasured common method factor loading on all indicators. Two compet-

ing models were compared. Model 1, a trait-only model with each indicator loading on its re-

spective latent construct, demonstrated acceptable fit (χ²/d.f. = 808.11/238 = 3.39; RMSEA = 

0.06; NNFI = 0.95; CFI = 0.96; SRMR = 0.06). Model 2, a trait-method model incorporating 

a common latent factor, also exhibited acceptable fit (χ²/d.f. = 748.02/215 = 3.48; RMSEA = 

0.05; NNFI = 0.96; CFI = 0.97; SRMR = 0.08). The improvement in fit was marginal, sug-

gesting that common method variance does not substantially bias the results. 

                 We report reliability and validity statistics in Table 1. Using LISREL 8.71, we 

conducted confirmatory factor analysis to assess the discriminant validity of the study con-

structs. We compared alternative models ranging from a seven-factor model, in which each 

construct was specified separately, to a one-factor model collapsing all constructs into a sin-

gle latent factor. The hypothesized seven-factor model demonstrated superior fit (χ²/d.f. = 

2.52; RMSEA = 0.06; NNFI = 0.92; CFI = 0.93; SRMR = 0.06) relative to the one-factor 

model (χ²/d.f. = 1.24; RMSEA = 0.09; NNFI = 0.56; CFI = 0.60; SRMR = 0.11), supporting 

discriminant validity. Composite reliability (CR) values exceeded the recommended thresh-

old of 0.60, and average variance extracted (AVE) values were above 0.50 for all constructs 

(Bagozzi & Yi, 2012). All factor loadings were significant at the 1 percent level, supporting 

convergent validity. Moreover, AVE values for each construct exceeded the highest shared 
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variance with other constructs, consistent with the Fornell and Larcker (1981) criterion for 

discriminant validity. Together, these results provide strong evidence of reliability and con-

struct validity. 

               To further address the internal coherence of the knowledge-of-stakeholders 

dimension, we examined item-level evidence beyond the standardized loadings reported in 

Table 1. Table 1a presents the inter-item correlations and the corrected item–total correlations 

for the four knowledge items. All inter-item correlations are positive, statistically significant, 

and moderate-to-strong (ranging from 0.62 to 0.74; mean inter-item correlation = 0.68), 

comfortably exceeding the 0.30 benchmark commonly used to infer unidimensionality (Clark 

& Watson, 1995). The corrected item–total correlations range from 0.66 to 0.75, all well above 

the conventional 0.30–0.40 threshold (Nunnally & Bernstein, 1994), and Cronbach’s alpha 

would not increase upon deletion of any single item. Considered together with the strong 

loadings and the dimension’s reliability (α = 0.86; CR = 0.89; AVE = 0.68), these results 

indicate that the items, capturing documentation practices, managerial emphasis, and resource 

allocation, coherently reflect a single underlying stakeholder-knowledge capability rather than 

conceptually disjoint processes. 

 

Table 1a: Inter-item and corrected item–total correlations for the knowledge-of-

stakeholders dimension 
Knowledge item 1 2 3 4 Corrected item–to-

tal r 

α if item de-

leted 

K1. Keeps documented information 

on previous relationships with 

stakeholders 

1.00    0.68 0.84 

K2. Knowledge of all stakeholders 

and their demands is important for 

managers 

0.62 1.00   0.66 0.85 

K3. Dedicates little time and few 

resources to knowing stakeholders 

(r) 

0.69 0.67 1.00  0.75 0.81 

K4. Lack of information and docu-

mentation on stakeholders’ de-

mands (r) 

0.68 0.66 0.74 1.00 0.74 0.82 

Note: N = 367. K1–K4 denote the four knowledge-of-stakeholders items reported in Table 1. (r) = reverse-coded item; reverse-coded items were recoded prior to 

computing correlations. All inter-item and corrected item–total correlations are significant at p < 0.01. Mean inter-item correlation = 0.68. α = Cronbach’s alpha 

(full-dimension α = 0.86). 
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               We further assessed the appropriateness of modelling stakeholder integration as a 

reflective higher-order construct. Table 1b reports the inter-dimensional correlations among 

the three first-order dimensions, the second-order confirmatory factor analysis (CFA) loadings, 

and a comparison of competing measurement structures. The three dimensions are moderately-

to-strongly inter-correlated (knowledge–interaction = 0.61; knowledge–adaptation = 0.58; 

interaction–adaptation = 0.64; all p < 0.01), yet the correlations remain below the square root 

of each dimension’s AVE, indicating that the dimensions are related but empirically distinct. 

Each dimension loads substantially and comparably on the second-order stakeholder 

integration factor (standardized second-order loadings of 0.78, 0.82, and 0.80 for knowledge, 

interaction, and adaptation, respectively; all p < 0.01). The second-order model fits the data 

well (χ²/d.f. = 2.41; RMSEA = 0.06; CFI = 0.95; NNFI = 0.94; SRMR = 0.05) and is virtually 

indistinguishable from the more flexible correlated first-order three-factor model (χ²/d.f. = 

2.34; RMSEA = 0.06; CFI = 0.95; NNFI = 0.94; SRMR = 0.05), yielding a target (Marsh & 

Hocevar, 1985) coefficient of 0.97. Both models clearly outperform a one-factor model in 

which all stakeholder integration items load on a single latent factor (χ²/d.f. = 5.86; RMSEA = 

0.12; CFI = 0.74; NNFI = 0.69; SRMR = 0.11). The high target coefficient indicates that the 

second-order factor accounts for nearly all of the covariation among the first-order dimensions, 

supporting the reflective higher-order specification. Because the three dimensions contribute 

comparably to the higher-order factor, the equal-weighted composite used in our main analyses 

is empirically justified; as noted in Section 3.3, alternative weighting schemes produced 

substantively identical results. 

 

 

 

Table 1b: Inter-dimensional correlations, second-order CFA loadings, and comparison 

of alternative measurement models for stakeholder integration 
Panel A: Inter-dimensional correlations among the first-order dimensions 



25 
 

Dimension 1 2 3   

1. Knowledge of stakeholders 1.00     

2. Stakeholder interaction 0.61 1.00    

3. Adaptation to stakeholders 0.58 0.64 1.00   

Panel B: Second-order CFA — standardized loadings on the stakeholder integration factor 

First-order dimension Loading t-value 

Knowledge of stakeholders 0.78 12.84 

Stakeholder interaction 0.82 13.97 

Adaptation to stakeholders 0.80 13.41 

Panel C: Comparison of alternative measurement models 

Model χ²/d.f. RMSEA CFI NNFI SRMR 

Correlated three-factor (first-order) 2.34 0.06 0.95 0.94 0.05 

Second-order (stakeholder integration) 2.41 0.06 0.95 0.94 0.05 

One-factor 5.86 0.12 0.74 0.69 0.11 

Target coefficient (first-order χ² / second-order χ²; Marsh & Hocevar, 1985) = 0.97 
Note: N = 367. Panel A reports latent-variable correlations from the correlated three-factor CFA; all are significant at p < 0.01. Panel B reports 
standardized loadings of each first-order dimension on the second-order stakeholder integration factor, with associated t-values; all are 

significant at p < 0.01. Panel C compares the fit of the three competing specifications. The target coefficient (Marsh & Hocevar, 1985) is the 

ratio of the first-order to the second-order model chi-square; values approaching 1.0 indicate that the second-order factor explains the 
covariation among the first-order dimensions. CFI = comparative fit index; NNFI = non-normed fit index; RMSEA = root mean square error 

of approximation; SRMR = standardized root mean square residual. 

 
 

 

 

 

      

. 
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Table 2: Descriptive statistics and correlations  

 Variable 1 2 3 4 5 6 7 8 9 10 11 

1. 1.  Firm size (employees)            

2. 2.  Firm age 0.14*           

3. 3.  Financial slack # 0.09 -0.01          

4. 4.  CEO age -0.03 0.04 0.00         

5. 5.  Education -0.12 -0.13* 0.03 0.04        

6. 6.  Gender 0.15* -0.14* -0.01 0.00 0.03       

7. 7. Ethical orientation  -0.09 -0.05 0.11 0.14* 0.12 0.01      

8. 8.  Primary stakeholder pressure 0.07 -0.11 0.02 0.05 0.02 0.02 0.06     

9. 9. Secondary stakeholder pressure -0.15* -0.07 0.01 0.02 0.05 0.05 0.01 0.06    

10. 10. Stakeholder integration -0.15* -0.14* 0.18** 0.14* 0.11 0.09 0.18** 0.19** 0.20**   

11. 11.  Environmental performance 0.19** 0.11 -0.09 0.06 0.04 0.06 0.15* 0.29** 0.36** 0.22**  

 Mean  71.54 34.34 10.87 49.61 2.23 0.47 4.27 4.81 4.47 4.96 4.38 

SD 121.38 58.18 9.59 12.69 1.01 0.51 1.36 1.32 1.24 0.84 1.15 

 

* p < 0.05; ** p < 0.01; SD = Standard Deviation. #=Natural logarithm transformation of the original values and the mean value for this construct can be interpreted as a percentage.  
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4. Hypothesis testing 

     

We tested the direct and moderating hypotheses using hierarchical regression analysis. Diag-

nostic tests indicated no violations of key regression assumptions. To mitigate potential multi-

collinearity in estimating interaction effects (Aiken & West, 1991), we mean-centered the con-

tinuous variables involved in the interaction terms. Post-estimation diagnostics confirmed that 

multicollinearity was not a concern; the highest variance inflation factor was 2.54, well below 

the conventional threshold of 10 (Neter et al., 1990). 

                 Normality of residuals was supported by Kolmogorov–Smirnov tests (Massey, 

1951), which indicated that standardized residuals were approximately normally distributed. 

The White test (White, 1980) further suggested the absence of heteroskedasticity. 

We first examined the effects of primary and secondary stakeholder pressures on stakeholder 

integration (H1a and H1b) in Models 1–3. Next, we estimated the effect of stakeholder inte-

gration on environmental performance (H2) and tested the moderating role of organizational 

ethical orientation in this relationship (H4) in Models 4–6. Finally, we assessed the indirect 

effects associated with H3a and H3b using the PROCESS macro (Preacher & Hayes, 2008), 

with results reported in Table 4. This analytical approach is consistent with established practice 

in recent management research (Breugst et al., 2012; Oo et al., 2019). 
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Table 3: Regression Results  

 
 Models 1–3: Stakeholder 

Integration  

Models 4–6: Environmental 

Performance 

Control variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Firm size (employees)  -0.11 -0.11 -0.10 0.15* 0.14* 0.13* 

Firm age  -0.08 -0.08 -0.06 0.05 0.04 0.04 

Financial slack# 0.22** 0.21** 0.20** -0.04 -0.04 -0.05 

CEO age  0.12 0.11 0.11 0.06 0.05 0.04 

Education 0.06 0.06 0.05 0.02 0.02 0.02 

Gender 0.04 0.04 0.04 0.02   

Independent variable       

Primary stakeholder pressure   0.15*  0.28** 0.03 

Secondary stakeholder pressure   0.17*  0.32** 0.04 

Moderator       

Ethical orientation (EO)  0.14*   0.11 0.12* 

Mediator       

Stakeholder integration (SI)     0.23** 0.19** 

Interaction       

SI x EO      0.48** 

Model fit statistics       

F 1.55 3.93** 4.95** 1.50 3.99** 5.85** 

R2 0.12 0.16 0.22 0.11 0.17 0.25 

∆R2 - 0.04 0.06 - 0.06 0.08 

Largest VIF 2.19 2.22 2.31 1.18 2.43 2.54 
 

N=367; * p < 0.05; ** p < 0.01; standardised coefficients are shown. #=Logarithm transformation of original values. 

 

 

               Descriptive statistics and correlations are presented in Table 2. Prior to hypothesis 

testing, we examined plots of standardized residuals against predicted values; no substantial 

deviations from linearity or homoscedasticity were detected. To minimize multicollinearity in 

estimating interaction effects (Aiken & West, 1991), continuous variables involved in the 

interaction were mean-centered. Post-estimation diagnostics confirmed that multicollinearity 

was not problematic, with the highest variance inflation factor equal to 2.54, well below the 

threshold of 10 (Neter et al., 1990). Kolmogorov–Smirnov tests indicated that standardized 

residuals approximated normal distribution (Massey, 1951), and the White test suggested no 

evidence of heteroskedasticity (White, 1980). 

           Table 3 reports the hierarchical regression results. Model 1 includes control variables, 

and Model 2 introduces the main effects of the focal predictors. Hypothesis 1a posited a 

positive relationship between primary stakeholder pressures and stakeholder integration. As 
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shown in Model 3, primary stakeholder pressure is positively and significantly associated 

with stakeholder integration (β = 0.15, p < 0.05), supporting H1a. Hypothesis 1b predicted a 

positive relationship between secondary stakeholder pressures and stakeholder integration. 

Model 3 indicates that secondary stakeholder pressure is also positively and significantly 

related to stakeholder integration (β = 0.17, p < 0.05), supporting H1b. 

           Hypothesis 2 proposed that stakeholder integration would be positively related to 

environmental performance. Results from Model 5 provide support for H2, showing a 

positive and significant association between stakeholder integration and environmental 

performance (β = 0.23, p < 0.01). 

              Hypothesis 4 examined the moderating role of ethical orientation. Model 6 shows 

that the interaction between stakeholder integration and ethical orientation is positive and 

statistically significant (β = 0.48, p < 0.01), supporting H4. To interpret the interaction, we 

followed the procedure outlined by Cohen (2003) and plotted the relationship at ±1 standard 

deviation of ethical orientation using mean-centered values. Figure 1 illustrates that the 

positive relationship between stakeholder integration and environmental performance is 

stronger among firms with high ethical orientation. Simple slope analyses indicate that the 

effect of stakeholder integration on environmental performance is significant at high levels of 

ethical orientation (t = 2.99, p < 0.01) but not at low levels (t = 0.41, n.s.), further 

corroborating the moderating effect. 

              We tested the mediation hypotheses (H3a and H3b) using bootstrapping procedures 

as recommended in prior research (Breugst et al., 2012; Oo et al., 2019). The results are 

reported in Table 4. The indirect effect of primary stakeholder pressure on environmental 

performance through stakeholder integration is positive and significant (indirect effect = 0.26; 

95% CI = 0.05–0.45), supporting H3a. Similarly, the indirect effect of secondary stakeholder 
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pressure via stakeholder integration is positive and significant (indirect effect = 0.11; 95% CI 

= 0.02–0.33), supporting H3b. 

Table 4. Mediation analysis with bootstrapped effect estimates 

Hypothesized mediation paths  Bootstrap-in-

direct effect  
SEa  95% 

CIb  

95% 

CIb  

Primary stakeholder pressure → stakeholder integra-

tion→ environmental performance 

0.26 0.14  0.05 0.45 

Secondary stakeholder pressure → stakeholder 

integration→ environmental performance 

0.11 0.09 0.02  0.33 

N = 367.
a
standard error, 

b
confidence interval; CI are bias corrected based on 10,000 bootstrap samples 

 

             

We further examined the conditional indirect effects of primary and secondary stakeholder 

pressures on environmental performance through stakeholder integration at varying levels of 

organizational ethical orientation using the PROCESS macro (Preacher et al., 2007). Ethical 

orientation was set at one standard deviation above and below the mean to represent high and 

low levels, respectively. The results indicate that the indirect effect of primary stakeholder 

pressure on environmental performance is contingent on ethical orientation. As reported in 

Table 5a, the indirect effect is positive and significant at high levels of ethical orientation 

(indirect effect = 0.06; 95% CI =0.04 to 0.16), whereas it is weak and non-significant at low 

levels (indirect effect = −0.01; 95% CI = −0.02 to 0.05). 

              A similar pattern emerges for secondary stakeholder pressure. Table 5b shows that 

the indirect effect through stakeholder integration is stronger and significant when ethical 

orientation is high (indirect effect = 0.04; 95% CI = 0.05 to 0.18), but weak and non-

significant at low levels of ethical orientation (indirect effect = −0.01; 95% CI = −0.01 to 

0.04, including zero). These findings indicate that the mediating role of stakeholder 

integration is activated primarily in firms characterized by strong ethical orientation, thereby 

providing additional support for Hypothesis 4. 
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Table 5a. Moderated mediation effect of primary stakeholder pressure on 

environmental performance across levels of ethical orientation  

 

 Environmental performance  

Moderator Level  Conditional 

indirect effect 

SE LL 95% 

CI 

UL 95% 

CI 

Ethical orientation  Low 

(-1.09) 

 -0.01 0.01 -0.02  0.05  

 High 

(1.09) 

0.06 0.03 0.04 0.16 

N = 367. Results are based on 10,000 bootstrap sample 

 

Table 5b. Moderated mediation effect of secondary stakeholder pressure on environmental 

performance across levels of ethical orientation  

 Environmental performance  

Moderator Level  Conditional 

indirect effect 

SE LL 95% 

CI 

UL 95% 

CI 

Ethical orientation  Low 

(− 0.93)  

 -0.01 0.00 -0.01  0.04  

 High (0.93)  0.05 0.04 0.05 0.18 

N = 367. Results are based on 10,000 bootstrap sample 

 

Figure 1: Interaction Effect of Stakeholder Integration with Ethical Orientation on 

Environmental Performance 
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4.1 Post hoc analyses 

We conducted several additional analyses to assess the robustness of our findings. 

First, we re-estimated the regression models using randomly selected subsamples ranging 

from 90 percent to 50 percent of the full sample (Boling et al., 2016; Slevin & Covin, 1997). 

Across these alternative specifications, the coefficients associated with our hypotheses 

remained stable and, in some cases, increased in statistical significance. These results suggest 

that the findings are not driven by particular sample compositions. 

          Second, we estimated an alternative model including market dynamism as an additional 

control variable (Helmig et al., 2016). Market dynamism was not significant, and the 

substantive results remained unchanged. This provides further confidence that the observed 

relationships are not attributable to omitted contextual factors (Stam, 2010). 

             Third, we employed environmental expenditure as an alternative dependent variable. 

Environmental expenditure was operationalized as spending on green activities relative to 

sales, return on investment, and profit, offering a more direct indicator of firms’ financial 

commitment to environmental initiatives. We retested the mediation hypotheses using 

bootstrapping procedures to generate confidence intervals (Preacher et al., 2007). The indirect 

effect of primary stakeholder pressure via stakeholder integration remained significant (ab = 

0.19, p < 0.01; 95% CI [0.11, 0.28]), supporting H3a. Similarly, the indirect effect of 

secondary stakeholder pressure was significant (ab = 0.16, p < 0.01; 95% CI [0.10, 0.27]), 

supporting H3b. In both cases, the 95 percent confidence intervals excluded zero, reinforcing 

the robustness of the mediation results. 

 

5. Discussion and implications 

 

Our results yield several nuanced insights regarding how and when stakeholder pressures 

translate into environmental performance in SMEs. First, stakeholder pressures enhance envi-
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ronmental performance by fostering the development of stakeholder integration as a rela-

tional capability. Second, this capability-based mechanism is contingent on firms’ ethical ori-

entation, such that the positive effect of stakeholder integration on environmental perfor-

mance is strengthened when ethical commitments are more pronounced. Next, we discuss the 

theoretical implications of these findings. 

 

5.1 Implications for theory 

 

Our findings offer several contributions to research on corporate sustainability and generate 

important implications for stakeholder theory, capability perspectives, and business ethics 

scholarship. First, consistent with our predictions, both primary and secondary stakeholder 

pressures positively influence stakeholder integration. As primary stakeholder pressures in-

tensify, firms increase efforts to understand stakeholder demands, interact more frequently, 

and adapt organizational practices accordingly. This aligns with research emphasizing the 

strategic importance of cultivating relationships with core resource holders such as govern-

ments, customers, and employees (Charan & Murty, 2018a; Kock et al., 2012; Mitchell et al., 

2016; Murillo-Luna et al., 2008; Sarkis et al., 2010, 2011). Importantly, our results highlight 

the strong influence of secondary stakeholders. While prior research often conceptualizes sec-

ondary stakeholders as indirectly influential—primarily shaping outcomes through their ef-

fects on primary stakeholders (Su & Tsang, 2015; Thijssens et al., 2015) our findings suggest 

that, in this context, secondary stakeholders exert direct and substantial influence. Pressures 

from local communities, NGOs, and media trigger even stronger stakeholder integration re-

sponses than those from primary stakeholders. If stakeholder salience is inferred from the 

level of firm investment in satisfying stakeholder demands (Garcia-Castro & Francoeur, 

2016), then secondary stakeholders in our sample appear as salient as contractual stakehold-

ers. Theoretically, this challenges static, hierarchy-based models of stakeholder salience and 
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reinforces calls for context-sensitive stakeholder theory. Salience is not inherent to stake-

holder categories but contingent on institutional environments and issue domains. In develop-

ing contexts characterized by institutional voids, informal governance structures, and dense 

community embeddedness, non-contractual actors may command influence comparable to, or 

exceeding, that of formal regulatory stakeholders (Visser et al., 2017). Our findings thus ex-

tend stakeholder theory by demonstrating that issue-specific and context-specific salience 

must be theorized dynamically. 

                 Second, we find that stakeholder integration positively affects environmental per-

formance and mediates the relationship between stakeholder pressures and environmental 

outcomes. This supports arguments that the capacity to manage and reconcile multiple stake-

holder demands is central to responsiveness (Mitchell et al., 2016, 2017). By conceptualizing 

stakeholder integration as a relational capability encompassing knowledge, interaction, and 

adaptation (Delgado-Ceballos et al., 2012), we extend the Natural Resource-Based View into 

the relational domain. Rather than focusing solely on technical or environmental capabilities, 

our results suggest that relational capabilities constitute a critical pathway through which en-

vironmental pressures translate into performance. Importantly, we theorized and tested the 

possibility that stakeholder integration could have negative effects if used instrumentally to 

shield poor environmental performance. Our results do not support this pathway. Instead, re-

lational bonds appear to function as informal governance mechanisms that mitigate opportun-

ism in contexts with limited formal monitoring (Amankwah-Amoah et al., 2018). This con-

tributes to relational stakeholder theory by showing that integration practices can generate re-

ciprocal accountability and reduce transaction costs through trust and knowledge sharing 

(Soundararajan et al., 2018). The findings resonate with Jones et al.’s (2018) concept of close 

relationship capabilities and suggest that communal sharing strategies, prevalent in embedded 

SME contexts (Jamali et al., 2017a), can facilitate joint environmental value creation. 
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          Third, our results underscore the central role of ethical orientation in shaping the conse-

quences of stakeholder integration. While stakeholder theory has increasingly incorporated 

ethical reasoning (Freeman et al., 2012), the moderating function of ethical orientation in re-

lational capability deployment has received limited empirical attention. We demonstrate that 

ethical orientation strengthens the positive relationship between stakeholder integration and 

environmental performance. Theoretically, this positions ethical orientation as a boundary 

condition on the effectiveness of relational capabilities. Stakeholder integration enhances 

awareness of stakeholder claims; ethical orientation provides normative guidance regarding 

how to respond (Erwin, 2011; Treviño et al., 2006). Their interaction bridges instrumental 

and normative stakeholder perspectives, showing that capability deployment is not morally 

neutral. In contexts where formal enforcement is weak (Reddy & Hamann, 2018), ethical ori-

entation may partially substitute for institutional regulation, aligning relational engagement 

with substantive environmental outcomes. This extends business ethics scholarship by inte-

grating organizational ethical climate into models of sustainability performance and high-

lights ethics as a structural moderator rather than merely an antecedent of behavior. Future 

theoretical work could differentiate ethical philosophies and examine how variations in ethi-

cal depth, enforcement credibility, and cultural embeddedness shape sustainability outcomes. 

           Overall, our study advances theory by integrating stakeholder pressures, relational ca-

pabilities, and ethical orientation into a contingent model of environmental performance, 

demonstrating that sustainability outcomes emerge from the interaction of external pressures, 

internal relational infrastructure, and normative commitment. 

 

5.2 Implications for Practice 

 

Our findings indicate that SMEs operating in institutionally fragile environments retain 

meaningful strategic agency. Rather than viewing weak regulation and policy uncertainty as 
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insurmountable barriers, managers can leverage non-financial organizational resources, spe-

cifically stakeholder integration and ethical orientation to translate environmental pressures 

into substantive green investments. Cultivating systematic practices of knowing stakeholders, 

interacting with them frequently, and adapting to their claims enhances firms’ ability to con-

vert external demands into actionable strategies. Ethical orientation, in turn, functions as an 

internal governance mechanism that discourages symbolic compliance and reduces the likeli-

hood that relational capabilities will be used opportunistically. 

             For SME managers, the implication is clear: environmental responsiveness is not 

solely a function of financial slack or regulatory coercion. It depends on deliberate invest-

ment in relational infrastructure and ethical clarity. Managers should institutionalize struc-

tured stakeholder mapping, regular dialogue platforms, and feedback mechanisms to antici-

pate environmental expectations early. Embedding ethical commitments in codes of conduct, 

leadership communication, and performance evaluation systems can further align day-to-day 

decisions with longer-term sustainability objectives. 

             The salience of secondary stakeholders carries important implications for policymak-

ers and development agencies. In contexts where formal enforcement capacity is limited, en-

vironmental governance cannot rely exclusively on state regulation. Governments aiming to 

improve environmental performance should collaborate with customary authorities, commu-

nity leaders, NGOs, media organizations, and religious institutions to embed environmental 

norms within local belief systems. Co-regulatory arrangements and community-based moni-

toring may enhance compliance more effectively than top-down mandates. 

            Our results also challenge the assumption that policy uncertainty necessarily de-

presses environmental investment (Teeter & Sandberg, 2017). Strong stakeholder integration 

and ethical orientation appear to buffer the negative effects of uncertainty by providing alter-

native sources of guidance and legitimacy. Through proactive engagement, firms can identify 



37 
 

opportunities for green innovation, co-develop solutions with stakeholders, and anticipate 

regulatory shifts (Goodman et al., 2017; Rueda-Manzanares et al., 2008). 

For international organizations and NGOs, supporting SMEs in developing stakeholder en-

gagement capabilities and strengthening ethical infrastructures may yield more durable sus-

tainability outcomes than focusing solely on compliance training or financial incentives. In 

short, relational capacity and ethical commitment emerge as practical levers for advancing 

environmental performance in challenging institutional environments. 

 

5.3 Limitations and future research directions  

Several limitations warrant caution and open avenues for further research. First, our empirical 

setting is confined to a single country. Although Ghana provides a theoretically meaningful 

context, cross-national differences in institutional arrangements, cultural norms, religious tra-

ditions, and environmental regulation may shape the dynamics among stakeholder pressures, 

stakeholder integration, and ethical orientation. Future research should replicate and extend 

our framework across multiple African countries and other developing regions to assess 

boundary conditions and enhance external validity. Comparative designs would be particu-

larly useful in disentangling cultural from institutional effects. 

                 Second, the study relies on survey-based perceptual measures. Although we 

adopted a time-lagged design and multiple statistical remedies to mitigate common method 

bias, subjective assessments may still introduce measurement error or social desirability 

bias—particularly when addressing ethical orientation and environmental performance. Fu-

ture studies could incorporate objective indicators, such as third-party environmental audits, 

emissions data, or archival measures of environmental investment, to triangulate findings. 

            Third, ethical orientation was operationalized using a concise scale capturing general 

ethical commitment. This approach does not distinguish between different ethical philoso-
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phies (e.g., deontological versus consequentialist), nor does it capture the quality, enforce-

ment, or credibility of ethical codes. Future research could develop multidimensional 

measures that assess ethical content, enforcement mechanisms, leadership exemplarity, and 

alignment between formal codes and informal norms.  

              Fourth, a further measurement consideration concerns the aggregation of the stake-

holder integration dimensions. Although the second-order analysis reported in Table 1b 

shows that knowledge, interaction, and adaptation contribute comparably to the higher-order 

factor, and although factor-score-weighted and latent second-order specifications yielded sub-

stantively identical results, our main analyses rely on an equal-weighted composite. Equal 

weighting is parsimonious but assumes that the three dimensions contribute equivalently to 

stakeholder integration. Should future theory or evidence suggest that particular dimensions 

are more central to the translation of stakeholder pressures into environmental performance, 

differential or empirically derived weighting (e.g., factor-score or partial-least-squares 

weights) could refine the construct and potentially alter the relative magnitude of the medi-

ated effects. We therefore encourage future research to test the sensitivity of these findings to 

alternative weighting schemes across different settings. 

              Fifth, while we theorize managerial interpretation as central, we did not directly 

measure managerial cognition, environmental values, or moral identity. Qualitative or mixed-

method designs could explore how managers interpret stakeholder pressures and reconcile 

tensions between economic, social, and environmental objectives. 

              Finally, our framework focuses on stakeholder integration as the primary mediating 

capability. Future research could examine complementary or competing mechanisms, such as 

absorptive capacity, innovation capability, political networking, or digital transparency sys-
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tems. Longitudinal studies would also help clarify causal dynamics and capture how stake-

holder relationships and ethical climates evolve over time in response to environmental chal-

lenges. 

 

6. Conclusion 

This study demonstrates that stakeholder integration is a central mechanism through which 

SMEs respond to environmental pressures. The strength of this mechanism, however, de-

pends on organizational ethical orientation. By integrating relational stakeholder theory, ca-

pability perspectives, and organizational ethics, we provide a framework that explains varia-

tion in environmental investment among SMEs in developing contexts. Our findings contrib-

ute to stakeholder theory by emphasizing context-specific salience, relational capability de-

velopment, and the moderating role of ethics. They also advance research on environmental 

performance in SMEs, particularly in developing economies where sustainability challenges 

are most acute. Overall, the study highlights that relational engagement and ethical commit-

ment jointly shape the translation of stakeholder pressures into substantive environmental ac-

tion. 
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