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Stakeholder concept
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Case Study: Shell Brent Spar
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-’ Part 1: Descriptive View

* Who are the stakeholders involved in this
case and what are their claims?

* What are the conflicting arguments that are
brought up by different stakeholder groups
with respect to sinking the platform and how
does Shell cope with these different claims?
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W) Part 2: Reflective View

-  What went wrong at Shell? What did they do

- What might Shell have done differently?
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@ 10 Shell’s lesson Learnt

* 1. The views of “experts” no longer accepted
without challenge

« 2. Technical arrogance must be avoided-
Engineering logic

« 3. Sound science & regulatory compliance aren't
In themselves sufficient to secure public support

4 Need to inform stakeholders

« 5. Experts must communicate the complexities
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6. Importance of external perception should never
be underestimated

/. what is safe enough is perceived differently
8. Avoid DAD (Decide-Announce-Defend)

9. The days firms were judged on economic basis
are long

10. Listening, dialogue & more communication,
greater accountability- and approaches to
building these into ways that business is done-

_are all here to stay
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2. Agency Theory

SHAREHOLDERS

hires ’

performs

MANAGEMENT

l
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Source: Adapted from Don
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2. Agency Theory

- Agency Theory is “simple”; but it has its purpose:
- The most important relationship: Shareholders € =»Management.
- The key to the success: align the respective self-interests of both parties.

- “Once we have optimized this relationship, the rest will take care of
itself” (rough synthesis)

- Very good work has been done to understand and to improve this
relationship.
= Stock options

: absence of other stakeholders, or of purpose (produce for what?)

o vyt
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3. Input-Output Model

Customers >

Employees

~Source: Donaldson & Presiog
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3. Input-Output Model

- Firm as a black box
- Limited number of “stakeholders”
- Arrows in only one direction
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@3- Input-Output Model | Crisis of the Model
Changes in the Business World

 The Emergence of Environmentalism and
Other Social Values

* The Explosion of Information Technology
* Changes in Primary Business Relationships.

=» New Stakeholders are now relevant

= New connections are now relevant
(double direction of arrows)
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4. The Stakeholder Model

- Employees

e: Adapted from Don
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4.

The Stakeholder Model

The core insight of the Stakeholder Model

1) Organizations are in fact dependent upon different internal
and external actors (who have “Stakes”) for their success.

2) Managing organizations is to manage these relationships.

3) The goal of a company is to create value for its different
stakeholders.

=>» Arrows in both directions: each group can affect and is
affected by the firm.

=» Consideration of more than the stakeholders who bring
resources to the company.
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4. The Stakeholder Model

Main shortcomings of the visual representation (1)

1) Intrastakeholder heterogeneity: stakeholder groups are in fact not
monolithic and homogeneous.
=>» Different subgroups inside the ovals.

2) Multiple inclusion or double appartenance: individuals might

belong to more than one group at the same time.
=» There shouldn’ t be a strict separation between the groups.

3) Different intensity: Not all stakeholders are equally dependent on
the corporation and have equal salience and impact on the

corporation.
=>» Arrows with different intensity in one or the other direction

=» Executives devote different amount of attention to each
constituent/stakeholder.




@ Strathmore Busineéss School
\* /

The Stakeholder Model

Main shortcomings of the visual representation (2)

4) Who should be in the central place of the model?
- The firm?
- First, the Senior Management
- Second: The CEO and the Board of Directors.

5) Multiple linkages: Series of multilateral links and contracts among

the stakeholders.
=» Arrows : to the center, but also between the other ovals.

6) Dynamism: The map changes with the time...

HOWEVER- This has been a very useful model
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5. The Stakeholder Model in Networks




@ Strathmore Business School

5. The Stakeholder Model in Networks

1. Each stakeholder with its own subset of stakeholders

2. There are stakeholder-stakeholder relations
=>» A supplier can deliver to several competitors

3. The firm is not at the center:

=» It is one of the multiple hubs, or clusters, or
knots in the larger Network.

4. From Corporate Responsibility to Stakeholder
Responsibility

05 =» Responsible consumer, NGO, owner, supplier...

o vyt
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@ 3 Approaches to Stakeholder Model
I
4

/ l Who haé an

Who is interestin ; :
who are they?  and useful for me?9 Ethical Claim?

| J &

where do I stop Who can affect me? S W
COunTing? (STr'GTegiC) When: Why

Three approaches to stakeholder groups (Donaldson and Preston)
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Normative/CSR Approach

- It includes Descriptive and Instrumental Approaches

- It widens the perspective to Ethics

- Ethical approach: analyze the relationships with stakeholders from:
- Utilitarianism
- Deontologism
- Virtue Ethics
- Dialogical Ethics
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A Practical / Strateqic Approach to Stakeholder Theory

POWER .. LEGITIMACY

stakeholder dominant

stakeholder

definitive
stakeholder

dangerous
stakeholder

dependent

stakeholder
FRINGE

STAKEHOLDERS

demanding
stakeholder

LA
SourceiMitchell, Agle & Wood



@é?@”ﬁéi‘fﬁ%'on the Stakeholder Model

« Power = the capacity of an individual or a
group to exert their will over others.

It can be coercive (say, use of a gun),
utilitarian (money) or symbolic (prestige,
reputation, esteem).

Legitimacy = a generalized perception that the
actions of an organization are desirable,
proper or appropriate within one system of
norms, values or beliefs.

Urgency = the degree to which stakeholder
claims call for immediate attention.
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135 erspective on the Stakeholder Model

* Dynamic model: one STKH can change his
position in the map

3 attributes: Definitive StH =» high salience (P
+U+L)

« 2 attributes: Expectant StH = middle
salience

o 1 attribute: Latent StH. = low salience

Fringe StH: =»A new approach to StH Theories
from CSR:

'R

o vyt



