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Abstract 

 This study enriches the empirical research on corporate identity management (CIM), 
its effects on the reputational measures of corporate image attractiveness and stakeholder 
identification, and company success. Contingency models reveal that CIM has a significant 
impact on firm reputation as well as on firm performance and competitive advantage. Further, 
empirical studies in the field of corporate identity and image have focused only on linear rela-
tionships. We address this gap by comparing the linear and curvilinear relationships between 
CIM, corporate reputation measures, and company performance. Findings indicate that linear 
specifications result in good approximations, but curvilinear models are better at explaining 
some relationships. In practice, we hope to guide decision-makers in such a way that they act 
based on their current firm level of identity-building activities. Rigorous analysis and careful 
tracking of corporate identity mechanisms can help increase reputation over-proportionally 
and, at the same time, increase company success. 
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Introduction 

The question how corporate identity works and how it links to corporate image, reputa-
tion and organizational success has been one of the key topics of marketing and organiza-
tional researchers for over a decade (Orlitzky, Schmidt, & Rynes, 2003). The creation of a 
strong corporate identity and brand is seen as a way for companies to encourage positive atti-
tudes toward their organization (van Riel & Balmer, 1997) and increase firm performance 
(Brown, 1995). Although some scholars have pointed out the possibility of meaningfully non-
linear relationships in the broader marketing literature (Agustin & Singh, 2005; Doorn, Ver-
hoef, & Bijmolt, 2007), no empirical studies of corporate identity, reputation, and perform-
ance have explicitly examined this phenomenon. In its analysis of the relationship between 
corporate identity and a second variable, current research has primarily built upon the as-
sumption of linearity and has not taken into account the extent to which the variables are de-
veloped. However, in many cases, non-linear relationships could exist, as when a dependent 
variable develops positively to a certain optimum with respect to an independent variable and, 
after this optimal point, it decreases (Tang et al., 2008). Curvilinear relationships of corporate 
identity to some dependent variable could reflect decreasing or even negative marginal 
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growth. Thus, by assuming a linear relationship, the extant research may have neglected in-
verted u-shaped or u-shaped relationships and, therefore, have led practitioners to non-optimal 
resource allocations at the point of decreasing marginal growth.  

The purpose of this paper is to address these research gaps and to contribute to existing 
literature in two ways. First, we set ourselves apart from the extant literature by questioning 
and revoking the implicit assumption of linearity in the field of corporate identity research, 
demonstrating that curvilinear effects have a theoretical basis and are not phenomena experi-
enced in practice only. More concretely, the present study appraises linear and non-linear rela-
tionships for the same database and, thus, demonstrates that curvilinear relationships are bet-
ter at mapping reality for some dimensions of corporate identity effects. Using a validated 
scale, we are the first to draw empirically founded results on the actual value of non-linear 
relationships in the field of corporate identity research. Second, we address the gap in previ-
ous research regarding the various new models of corporate identity management (CIM), cor-
porate image and stakeholder-company identification, following the call for empirical re-
search by Simoes (2005) and Bhattacharya & Sen (2003) for which a proper understanding of 
CIM and their impact on company performance is a key prerequisite.  

 
Discussion and hypothesis 

Corporate identity deals with the impressions, image, and personality that an organiza-
tion presents to its stakeholders (Schmitt & Pan, 1994), embracing what the company conveys 
in order to differentiate and create a unique position in the environment in which it operates 
(C. Simoes & Dibb, 2008). The objective of CIM is to establish a favorable reputation with an 
organization’s stakeholders which is hoped to be translated by such stakeholders into a pro-
pensity to buy the organization’s product or services, to work for or to invest in the organiza-
tion (Balmer, 1995). While the identity of a company may vary across stakeholder groups, 
Simoes (2005) suggest that there is a common internal platform for identity management that 
reflects consistent messages about the organization so that a reputable corporate image is 
transmitted across audiences. This internal controlled identity-building process is a prerequi-
site in order to acquire a favorable corporate image (C. Simoes & Dibb, 2008). We argue that 
an internal controlled and managed corporate identity directly affects corporate image attrac-
tiveness and stakeholder-company identification, thus the stakeholder view of the corporation. 
Within this model, we analyze the curvilinear effects of the relationship between CIM, corpo-
rate image attractiveness, stakeholder-company identification and company’s performance 
and competitive advantage. 

The process of creating a corporate identity, defined by the corporate culture, the cor-
porate design, and the corporate communication, which than transfers into an external corpo-
rate image, is a prerequisite for creating a positive perception of the corporate brand by exter-
nal parties (Witt & Rode, 2005). Therefore, drawing on the CIM model, an internal managed 
corporate identity directly affects image attractiveness and identification, thus the stakeholder 
view of the corporation (Arendt & Brettel, 2010). Current research has primarily built upon 
the assumption of linearity and has not taken into account the extent to which the variables are 
developed. To comprehend fully how firms should manage the dimensions of CIM to obtain 
superior firm performance and a competitive advantage in the marketplace, we must also con-
sider possible curvilinear relationships. Figure 1 summarizes our research model and derived 
hypothesis for curvilinear relationships. 
 

--------------------------------------------------- 
Insert Figure 1 about here 

--------------------------------------------------- 
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In the field of marketing research, non-linear effects have mainly been investigated in 
the satisfaction-loyalty literature (Agustin & Singh, 2005). One particularly interesting obser-
vation is that some instruments have a strong impact on stakeholder behavior, whereas others 
do not influence a person’s actions and image-building process at all (Doorn et al., 2007). 
Present literature argues that only at a certain level of marketing activities will drive attitude 
and behavior, meaning that the relationship between the two can be seen as non-linear 
(Holland et al., 2002). For the CIM relation to corporate image attractiveness and stakeholder-
company identification, this observation is critical, as it implies that only a certain level of 
corporate identity activities result in a change of stakeholder attitudes. Hence, we suggest that 
the investment and efforts for further developing CIM is offset by the increasing benefits go-
ing along with higher levels of corporate image attractiveness and stakeholder-company iden-
tification. CIM therefore has an increasing marginal effect, implying that with higher values 
of this CIM, a unit change has an increasingly greater effect on corporate image attractiveness 
and stakeholder-company identification.1

 
 Accordingly: 

 Hypothesis 1

 

: CIM has an increasing marginal effect on corporate image attractiveness 
 (U-shaped relationship).  

Hypothesis 2

 

: CIM has an increasing marginal effect on stakeholder-company  
 identification. (U-shaped relationship).  

 As mentioned above, prior research has shown that there is an effect of image on or-
ganizational performance (Fombrun & Shanley, 1990), exemplary but not limited to the ef-
fects of increased customer loyalty and consumption (Bhattacharya & Sen, 2003). Also, there 
is evidence to support the notion that a corporate reputation, perceived as attractive by its 
stakeholders, gives an organization a competitive advantage (see van Riel & Balmer, 1997 for 
an overview).  Therefore CIM leads to a perceived attractive image and therefore has an indi-
rect effect on performance and competitive advantage. The identification of stakeholders with 
a company, and especially consumers’ commitment and desire to increase the welfare of the 
company (Dutton et al., 1994) is key for the success of an internally derived corporate image. 
An attractive corporate image and high stakeholder-identification enable the firm to leverage 
awareness, sales and recommendations to others, impacting market performance. 

The relationship between corporate image attractiveness and stakeholder-company 
identification, on one hand, and performance, on the other, is not naturally a one-to-one con-
nection, so linear relationships are not compulsory. Marginal utility and marginal cost can dif-
fer throughout the development stages of a dimension; thus, as a result, we propose that firms 
with higher image attractiveness and stakeholder identification benefit via increased firm per-
formance but, since costs are involved; no increasing marginal effects are present, showing 
constant values. (i.e., value as defined by the difference between costs and benefits): 

 

Hypothesis 3

 

: Corporate image attractiveness has a symmetrically increasing effect on 
 company performance (Linear relationship). 

Hypothesis 4

 

: Stakeholder-company Identification has a symmetrically increasing  
 effect on company performance (Linear relationship).  

 Since the measure of competitive advantage is relative compared to the competition 
and thus does not involve a cost-value ratio, we hypothesize increasing incremental effects: 

 

 Hypothesis 5

                                                 
1 This effect only holds in certain boundaries, thus we hypothesize decreasing incremental 
effects at extraordinary high levels of CIM 

: Corporate image attractiveness has an increasing marginal effect on 
 company’s competitive advantage (U-shaped relationship).  
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 Hypothesis 6

Procedures for collecting data and methodology 

: Stakeholder-company identification has an increasing marginal effect 
 on company’s competitive advantage (U-shaped relationship).  
 

 The study’s hypotheses were tested using data collected from an online and offline 
questionnaire that was sent to the CEOs survey of companies that are members of the German 
and Austrian Chamber for Industry and Commerce. Between August and October 2009, we 
received 381 qualified answers. For the dependent variables of corporate image attractiveness 
and stakeholder-company identification, multiple informants have been used (Kumar, Stern, 
& Anderson, 1993). We collected customer and supplier surveys at 80 of the 381 companies 
to check the validity of external corporate image attractiveness and stakeholder-company 
identification; T-tests on these constructs showed that there is no significant difference at the 
.05 level between the responses from corporate CEOs and those from customers and suppli-
ers. For the inner aspects of corporate identity, we relied on data from a single survey respon-
dent from each company, so we took special steps in the design of our questionnaire to mini-
mize the possibility of common method variance (Podsakoff, MacKenzie, Lee, 2003). A post-
hoc analysis on all survey measures using Harman’s single-factor test showed no evidence of 
response bias.   

We followed Churchill Jr. (1979) in developing our measurement instrument based on 
established reflective constructs whenever possible. The second-order construct of CIM fol-
lows the guidelines of organizational and marketing research, including ideas from graphic 
design, organizational studies, and marketing perspectives (Simoes, 2005). To measure the 
companies’ image attractiveness and stakeholder-company identification, we drew on the 
items of Bhattacharya & Sen (2003). Company success is a complex and multidimensional 
construct that is difficult to assess. Therefore, we decided to measure firm success as both 
firm performance and competitive advantage so we could show the effects of corporate image 
attractiveness and stakeholder-company identification on company success more specifically. 
Firm performance was measured as a subjective performance measure (Brettel, 2005), while 
the construct of competitive advantage builds on Schilke, 2007). Several studies illustrate the 
high correlation between subjective and objective performance indicators (e.g. Dess & Robin-
son Jr., 1984). 

We chose covariance-based approach structural equation modeling since it delivers 
better results than variance-based approaches, particularly in terms of parameter consistency 
and accuracy for our large sample size (Reinartz et al., 2009). We decided to use the software 
package AMOS 17.0. We drew on regression models to analyze the data for curvilinear ef-
fects because these models are considered the most suitable method of analysis (Gujarati, 
2003). More sophisticated structural equation models are not yet sufficiently proven and do 
not allow for the illustration of curvilinear effects (Lee, Song, & Poon, 2004). Hence, we used 
non-linear regression analysis to depict curvilinear relationships. Non-linear regression analy-
sis builds on and expands linear regression by adding the concept that the impact of the inde-
pendent variable on the dependent variable can be influenced by the level of the independent 
variable. We tested our hypotheses by means of quadratic regression models. Building on one 
independent variable, the quadratic regression is depicted as (Tang et al., 2008):  

(1)  Y = β0 + β1 x1 + β2 x1
2

We used quadratic regression models to test whether our hypothesized relationships, 
assuming increasing or decreasing marginal value, can be depicted. In order to expose these 
curvilinear relationships, we illustrated both linear and quadratic regressions and compared 
the results of both types of regressions in terms of the significance of path coefficients and the 
coefficient of determination. These two parameters indicate which model fit is better, thus 
specify whether curvilinear relationships exist. 

 + ε. 
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Results 

In the first step of our analysis, we assessed the reliability and validity of measurement 
model using calculations of Cronbach’s alpha, composite reliability and AVE,  indicate satis-
factory reliability and validity (DeVellis, 2003). The model quality assessment indicates a 
very good fit of the model. Results reveal a chi-square / df value of 2.31, CFI of 0.93, TLI of 
0.92, SRMR of 0.08 and an RMSEA of 0.06 (Hu, 1999). 

In the second step of the analysis, we tested our hypotheses. To assess the linear and 
non-linear relationships via regression analysis, we aggregated a single value for the con-
structs (e.g., Menguc & Auh, 2008). The results of hypothesis testing using linear and quad-
ratic regression analysis are presented in Tables 1 and 2. The increase in the adjusted coeffi-
cient of determination R² provides insights into whether the linear or the curvilinear model 
provides better data fit (Tang et al., 2008). The higher the increase of the adjusted R2, the 
more suitable is the specification by means of curvilinear relationships.2

 
  

--------------------------------------------------- 
Insert Table 1 and 2 about here 

--------------------------------------------------- 
 

The relationships of CIM with both corporate image attractiveness and stakeholder-
company identification reveal significant increases in adjusted R² (for corporate image attrac-
tiveness ΔR² = .5% and for stakeholder-company identification ΔR² = 3.1%) when a quadratic 
term is added. Hence, the data provides confirmation of Hypothesis 1 and 2, revealing in-
creasing marginal growth. Figure 2 depicts the U-shaped curves that specify the curvilinear 
relationship best. Only the linear regression analysis revealed significantly positive relation-
ships between corporate image attractiveness and firm performance as well as between stake-
holder-company identification and performance. When turning from the linear to the quad-
ratic regression, we also found no increase in the adjusted R² for the effects described above. 
Thus, Hypothesis 3 and Hypothesis 4 are supported as formulated. As shown in Figure 3, 
these relationships are best specified as linear. 

 

--------------------------------------------------- 
Insert Figure 2, 3, and 4 about here 

--------------------------------------------------- 
 

For the competitive advantage relations, we could verify Hypothesis 6, Hypothesis 5 
cannot be supported. Linear regression analysis revealed significantly positive results for both 
relationships (corporate image attractiveness to competitive advantage and stakeholder-
company identification to competitive advantage) but only the relationship between stake-
holder-company identification and competitive advantage shows significant increases in ad-
justed R² (ΔR² = 1.3%). As shown in Figure 4, the one relationship is best specified as quad-
ratic, whereas the other is best specified as linear. 

 

Conclusions 

The present research generates a deeper understanding of CIM and the corporate image 
building process in two ways. First, we challenged the widespread assumption of linearity in 
the relationship between corporate identity and a second variable—in our case, corporate im-
                                                 
2 An increase in the adjusted R² by more than .5% is a critical threshold when turning from 

the linear to the quadratic model. 
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age attractiveness and stakeholder-company identification. Second, we prove that relation-
ships regarding marketing and identity efforts and firm performance, and in part competitive 
advantage, are best specified as linear. Research on CIM can reveal more accurate insights by 
specifying curvilinear relationships. A developed corporate identity management in place, fur-
ther image and stakeholder identification improvements outweigh the additional underlying 
investments. In addition, the relation between stakeholder identification and company’s com-
petitive advantage also depicts a U-shaped relationship, displaying increasing marginal 
growth and signalling that strong stakeholder identification will raise competitive advantage 
measures more than proportional. The prevalent assumption of linearity at the relationship of 
corporate image and stakeholder identification and performance are valid since its effect on 
firm performance and in part competitive advantage are best specified as linear. Future re-
search should determine whether curvilinear relationships could exists for other marketing 
and stakeholder relevant constructs, and, if so, integrate them into the theoretical models. If 
curvilinear relationships cannot be excluded, researchers should conduct stability tests 
through opposing linear and non-linear relationships on basis of this study. 

 

Managerial implications 

This study underpins the importance of CIM in improving image attractiveness, stake-
holder identification and generating competitive advantage. Besides generating awareness of 
these precepts, we hope to guide decision-makers in such a way that they act according to 
their current development level of CIM. We hope to guide decision-makers in such a way that 
they act according to their current development level of identity- and image-building activities 
in their company. The active management of corporate identity is extremely useful for brand- 
and identification-building because of its ability to facilitate corporate image attractiveness 
and stakeholder identification over proportionally. For managers in firms with low CIM de-
velopment, our results indicate that identity-building is rather a long-term process which will 
pay off over proportionally when a certain level of image attractiveness and stakeholder iden-
tification is reached. On the other hand, for firms with high CIM development, with the U-
shaped relationship of stakeholder-identification to competitive advantage, further develop-
ment of CIM will raise the company’s competitive advantage more than proportional.  

Thoughtful, rigorous analysis and careful tracking of corporate identity mechanisms 
can help increase image attractiveness and stakeholder identification and, at the same time, 
increase company success. 
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Figure 2: The relationship between CIM, Corporate Image Attractiveness (CIA), and 
Stakeholder-Company Identification (SCI) 

 
 
Figure 3: The relationship between Corporate Image Attractiveness (CIA), Stakeholder-

Company Identification (SCI), and Firm Performance 
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Figure 4: The relationship between Corporate Image Attractiveness (CIA), Stakeholder-
Company Identification (SCI), and Competitive Advantage 

 
 
 
 

Table 1: Results of linear regressions 
Hypothesis β R² 1 Adjusted 

R² 
F 

H1 CIM – CIA .44*** 23.9% 23.7% 116.14 
H2 CIM – SCI .36***  12.3%   12.0% 51.69 
H3 CIA – Firm Performance .76*** 39.9% 39.8% 245.96 
H4 SCI – Firm Performance .52*** 26.7% 26.5% 134.79 
H5 CIA – Comp. Adv. .59*** 14.3% 14.1% 61.72 
H6 SCI – Comp. Adv. .50***  13.4%  13.2% 57.33 
*** p <  .01     

 
 
 
 

Table 2: Results of non-linear (quadratic) regressions 
Hypothesis β β1 R² 2 Adjusted 

R² 
F ΔR² 

H1 CIM – CIA  -.24* .07* 24.5% 24.2% 59.95  .5% 
H2 CIM – SCI  -

.41*** 
.17**

* 
 15.6%  15.1%  33.99  

3.1
% 

H3 CIA – Firm Performance .58 .02 40.0% 39.7% 122.9
1 

-.1% 

H4 CSI – Firm Performance .04 .05 27.1% 26.7% 68.52 .2% 
H5 CIA – Comp. Adv. -.07 .06 14.6% 14.1% 31.45   

.0% 
H6 SCI – Comp. Adv. -.82* .14**

* 
 14.9%  14.5% 32.43  

1.3
% 

*** p <  .01; ** p < .05; * p < .1       
Note: The ΔR² refers to the increase of the adjusted coefficient of determination R² when 
turning from the linear to the quadratic regression model (i.e., the increase that is due to the 
introduction of the quadratic term) 
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