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How relevant and practical is Mitchell et al's principle of who and what really
counts to your own organisation?

As a management problem the identification of stakeholders is not easily solved.
It comprises a modelling and a normative issue, which need to be solved in connection
with each other. My previous position in an organisation used to consider a strategy of
corporate social responsibility (CSR) and had to address the question “to whom are we
responsible?” “To stakeholders” was the common answer to this question, which means
that, for managing a CSR strategy, the identification of stakeholders is crucial. To a
certain extent, management of CSR has become stakeholder management (Donaldson
and Preston, 1995).

A stakeholder is commonly seen as an individual or a group (e.g. Freeman,
1984). However, it must be emphasised that there are relationships between
stakeholders. For example, coalitions of stakeholders are likely to have more influence
than a stakeholder alone. Mitchell et al. (1997) describe how dependent Alaskan citizens
became, in their terms, definitive stakeholders of Exxon by acquiring a powerful ally in
government. Therefore, from a managerial perspective, it is important to consider also
the systemic attributes of stakeholders and refer to a system of stakeholders.
Furthermore, stakeholders are not objective entities.

“To whom are we responsible?” also leads, directly, to the stakeholder
perspective on organisations. “The organisation is responsible to its stakeholders” is
also a common answer to that question. A straightforward way of dealing with the
stakeholder identification problem is to make a list of all the key actors in and around an
organisation. This may lead to a host of parties: stockholders and other creditors,
consumers, suppliers, governments, employees, management, trade unions, social
communities etc. etc. This list demonstrates the difficulties of such an undertaking.
When is the list complete? What makes a party a key actor? Is it possible or relevant to
categorise the various parties in terms of their role or function for the organisation?
Various ways of defining the stakeholder concept result in diverse answers. Freeman
(1984: 46) gives a very broad definition: “[...] a stakeholder in an organisation is (by
definition) any group or individual who can affect or is affected by the achievement of the
organisation’s objectives [...]” which could complete the list of stakeholders. This
definition is widely acknowledged because of its “landmark” (cf.Wood, 1991, Clarkson,
1995) position in stakeholder theory. It has been numerously cited, however, usually as
a starting point to give a more narrow view on stakeholders, in which categorisations,
different from the distinction between “can affect” and “affected”, are described. These
categorisations are thoroughly analysed by Mitchell et al. (1997). They argue that the
more narrow views attempt to define groups of stakeholders in terms of their direct
relevance to the organisation’s core interests or their necessity for its survival.

How do managers deal with this complex problem? In other words, how do they
choose their stakeholders and prioritise between competing stakeholder claims? Mitchell
et al. (1997) and, in a follow-up article, Agle et al. (1999) try to answer this question by
developing the “stakeholder salience” model. Stakeholder salience is defined as “the
degree to which manager give priority to competing stakeholders claims” (Mitchell et al,
1997: 854). Their claim is that stakeholder salience is positively related to three key
stakeholder attributes, i.e. power, legitimacy and urgency, which management believes
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to be present. Managers perceive a variety of stakeholder groups. They give a high
priority to a stakeholder (-group), if they believe that this stakeholder has a legitimate
claim, which calls for immediate action (i.e. urgent), and possesses the power to
influence organisation’s activities. This stakeholder, who is believed to possess all three
attributes, is called a definitive stakeholder.

The practice of corporate social responsibility and therefore stakeholder management,
means responding to a variety of stakeholders with different interests and needs.
Consequently, there are always decisions to be made among conflicting interests and
needs. Furthermore, by means of answering the boundary questions, this system of
stakeholders can be modelled and it helps to reflect on the implications of decisions
made.

Critically evaluate the relevance and validity of N kwanko & Richardson’s views on
organisational leaders as political strategists.

Clarkson (1991) and Goodpaster (1991) argue that responsibilities of leaders

include satisfying multiple stakeholder needs while responding to the economic interests
of shareholders. Clarkson indicates that when leaders act ethically, the corporation’s
economic orientation does not take precedence over its social and moral orientation.
However Boatright (1994) posits that the interests of all stakeholders are ends to be
served by corporations and that the interests of some stakeholders cannot be ignored to
serve the financial ends of others. A lack of balance among stakeholder interests in
decision making yields potential for unethical actions can be found.
Some corporate executives can and do make personal and professional decisions that
may be political or may be perceived as political. First, explanations for political
leadership can be found in the ““conception of control” (Fligstein, 2001) that prescribes
the maximisation of shareholder wealth and influences the leadership mindsets of
executives.

Therefore in the field of political psychology, which highlights the notion that
personality characteristics of leaders (e.g. Deluga, 1997) are important determinants of
leadership behaviours (e.g. Cox and Cooper, 1989 ;) that affect the governance of
corporate organisations (Khurana, 2002).

Conventional management scholars and stakeholder theorists agree on the basic
premise that organisations must balance the needs and interests of multiple
stakeholders. These scholars establish a clear distinction between the shareholder-
wealth-maximising model and the stakeholder model. According to Kochan and
Rubinstein (2000), a key distinction stems from the fact that the shareholder-wealth-
maximising model focuses on the single, super-ordinate goal of profitability as the
ultimate moral end of corporate organisations. On the other hand the stakeholder model
holds that the profits derived from value creation serve as means that enable the
satisfaction of multiple stakeholders, constituting the ultimate moral end of corporate
activity, and also that the balanced satisfaction of the needs of all stakeholders is
essential. The shareholder model constitutes a dominant discourse that is often
emphasised in response to pressure from shareholders (Kochan, 2002). Executives
experience pressures from investors to concentrate on shareholder interests.
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Additionally, those controlling important shareholder blocks, such as the managers of
major pension funds, have decided to exert persistent and growing pressure for
continuously increasing earnings, and, consequently, have critically considered the
decision making performance of senior executives. Many such shareholder critics bear
fiduciary responsibilities to their own investors and are equally pressured for superior
performance. The message is clear, perform now or else! Predictably, executives who
face the threat of criticism and dismissal by corporate board members on the basis of
poor short-term financial performance will make decisions in such a way as to respond
to those powerful pressures. The pressure pushes executives to make whatever
decisions appear instrumental in enhancing the bottom line.

When the dominant discourse places financial targets ahead of corporate
strategic objectives and social responsibility, shareholder wealth becomes the ultimate
moral end of the corporation, and, consequently, any decisions made in the name of
financial criteria are construed as moral (Friedman,1970). There is no doubt that
profitability is a desirable means by which corporate responsiveness to stakeholder
groups can be sustained. However, one should consider that stakeholder welfare
remains an arguably preferable outcome for corporate decision making (Boatright,
1994). Unfortunately, the dominant discourse fosters present ethical concerns by
favouring tunnel-vision mindsets (Nwankwo and Richardson, 1996) among some
executives who currently use shareholder wealth maximisation as a guide for executive
decision making. Such mindsets induce a pluralist view of stakeholder interests, implying
that when some stakeholders make political gains, some others lose out. Fligstein
(2001) argues that this mindset becomes institutionalised in a generally accepted
““conception of control” which executives do not question and which resists change.
From a political standpoint, satisfying the interests of powerful shareholders, who
present legitimate and urgent claims, is the right thing to do.

The political mindsets of executives influence the practical decisions regarding
governance that directly affect multiple stakeholders. The shareholder-wealth-
maximising paradigm can shift the attention of executives, from principles of decision
making based in the consideration of the consequences of their actions for all
stakeholders, to more pragmatic and utilitarian concerns. Selecting which stakeholder
interests will be satisfied using a narrow view of ~"who or what really counts” (Mitchell et
al., 1997, p. 856) for the core economic interests of an organisation is a direct
consequence of such a focus on wealth maximisation.

The desires of persons who actively pursue executive positions are influenced by
the dominant paradigms that empower, enable and reinforce those individuals. Ideally,
leaders who are concerned with the needs and interests of multiple stakeholders should
have high levels of altruism. They should display a socialised power orientation that is
collectively oriented, egalitarian, and non-exploitative as opposed to a more
personalised power orientation that is self-aggrandising, non-egalitarian, and exploitative
(Conger and Kanungo, 1998; House and Howell, 1992; McClelland, 1975).These
leaders should seek the common good as a way to satisfy multiple stakeholder needs
and interests. However, the dominant shareholder-wealth-maximising paradigm, the
attribution of charisma and the political control, may work contrary to the purposes of
individuals with ideal characteristics who aspire to executive positions.
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Does the Internet offer a viable medium for stakeho Ider communication?

The explosion of channels of communications, in press, radio and television
meant that communicators could reach sections of the population with information that
was mostly, and in some cases exclusively, intended for the recipients. Most of this
information spread from one public to another slowly, if at all, and often only by word of
mouth.

In the Internet world everyone can see almost everything they are interested in. In
looking for subject —specific information, they come across information that may have
been aimed at a different narrowcast organisation of group of people or even an
individual; interest is aroused and wider understanding is immediately available (Holtz
1999).

Internet users choose what information they want to receive. They also choose who they
will accept it from. In addition, they too can distribute information and it can be available
to millions of people all over the world. People migrate towards web sites that reflect
their interests, lifestyles and concerns at the time that they choose to satisfy their
immediate needs. In addition they visit discussions lists and comment on their interests
and experiences with like-minded people among this global audience. The
characteristics of the new communication economy are interactivity, immediacy,
information richness, individualisation and integration (Philips 2001). As well as
increasing expectations amongst stakeholders, for instance that emails would be
answered within eight hours, it also allows PR practitioners to develop dialogue with
their constituency, evolving to Grunig’s original model of two-way symmetric
communications. Information has become more educative rather than attempting to sell
products, and this could be customised to suit individuals and specific journalists.
Enhance PR into corporate reputation management and brand leadership.

The traditional PR model that segmented the population into social, economic
and market sectors and interests, does not translate well to the Internet. The interests of
people are more complex than the neat boxes of interests that have been traditionally
used for communication management. For example; an individual can be concerned
about environment and yet buy exotic fruits flown halfway around the world. Traditional
concepts about PR publics have to be revised to accommodate these complex
motivations. The principles of Grunig, however, remain consistent for Internet
relationships. Grunig defined in his 1982 paper “The message attitude behaviour
relationship: Communication behaviour of organisation”, three types of publics and they
are as relevant to the internet as to every other form of public relations:

e Latent publics; are low in problem recognition and involvement. They may be
affected by an issue, but are not involved in any activity concerning it.

* Aware publics; while high in problem recognition may be constrained in their
action and involvement.

» Active publics; are high in problem recognition and involvement and have few
constraints for action.
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In 1984 Grunig and Hunt added a fourth public, non publics, defined as having no
interest in the issue. Today, these people can be identified in Internet terms as those
who do not have ready access to the Internet.

His theory can be translated as follow. When an organisation or its constituents seek to
affect each other they create PR issues and when these people choose to react, they
can become members of a public. Publics form around issues.

The Internet constituents will readily identify a problem with an organisation, its
web site, promise, service, products or even culture. In recognising a problem, people
actively seek information about the issue that concerns them. When browsing the
Internet, this is easy. The user is already plugged into the world’s biggest library, the
Internet. People notice the extent to which there are obstacles that limit their ability to do
things, find information, or buy products. The level of a person’s problem and constraint
recognition will determine whether or not they are likely to seek information actively or
passively. This process is made easy and fast by the functionality of the Internet (Philips
2001).

Critical questions

+ What are the means for practitioners to handle rogue web sites and activists’
stakeholders?

* What relationships do want the stakeholders toward the organisation?

« Stakeholder groups have differing interests and points of view and inevitably
some stakeholder groups will ““win” and some will “lose” when a CEO makes a
decision. So how should a CEO balance these differing factions warring for their
own interests?
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and any sections Entitled "Dedications”. You nuedete all sections
Entitled "Endorsements".

6. COLLECTIONS OF DOCUMENTS

You may make a collection consisting of the Docunad other documents
released under this License, and replace the shaiicopies of this

License in the various documents with a single dbpy is included in

the collection, provided that you follow the rulgfsthis License for

verbatim copying of each of the documents in dieotespects.

You may extract a single document from such a ctbitla, and distribute
it individually under this License, provided yoisart a copy of this
License into the extracted document, and follow thcense in all

other respects regarding verbatim copying of tloaudhent.

7. AGGREGATION WITH INDEPENDENT WORKS



A compilation of the Document or its derivativegiwother separate
and independent documents or works, in or on awelaf a storage or
distribution medium, is called an "aggregate" & ttopyright

resulting from the compilation is not used to linhié legal rights

of the compilation's users beyond what the indiglduorks permit.
When the Document is included in an aggregate Libense does not
apply to the other works in the aggregate whichnatehemselves
derivative works of the Document.

If the Cover Text requirement of section 3 is aqgdbile to these
copies of the Document, then if the Document is tkan one half of
the entire aggregate, the Document's Cover Texysh@aglaced on
covers that bracket the Document within the agdesga the
electronic equivalent of covers if the Documernhtiglectronic form.
Otherwise they must appear on printed covers ttakiet the whole
aggregate.

8. TRANSLATION

Translation is considered a kind of modification,ypu may
distribute translations of the Document under grens of section 4.
Replacing Invariant Sections with translations reggispecial
permission from their copyright holders, but youymalude
translations of some or all Invariant Sectionsdditon to the
original versions of these Invariant Sections. Yioay include a
translation of this License, and all the licenséass in the
Document, and any Warranty Disclaimers, provided ylou also include
the original English version of this License and driginal versions
of those notices and disclaimers. In case of agdeement between
the translation and the original version of thisdtse or a notice

or disclaimer, the original version will prevail.

If a section in the Document is Entitled "Acknowdernents”,
"Dedications”, or "History", the requirement (secti4) to Preserve
its Title (section 1) will typically require changg the actual

title.

9. TERMINATION

You may not copy, modify, sublicense, or distribtite Document except
as expressly provided for under this License. Ather attempt to

copy, modify, sublicense or distribute the Docunisntoid, and will
automatically terminate your rights under this lnse. However,

parties who have received copies, or rights, from ynder this

License will not have their licenses terminatedicsm as such

parties remain in full compliance.



10. FUTURE REVISIONS OF THIS LICENSE

The Free Software Foundation may publish new, eeMigrsions

of the GNU Free Documentation License from timértee. Such new
versions will be similar in spirit to the presemtrsion, but may

differ in detail to address new problems or conserSee
http://www.gnu.org/copyleft/.

Each version of the License is given a distinguighiersion number.

If the Document specifies that a particular numbesersion of this
License "or any later version" applies to it, yavé the option of
following the terms and conditions either of the¢sified version or

of any later version that has been published (sat draft) by the

Free Software Foundation. If the Document doespetify a version
number of this License, you may choose any versi@n published (not
as a draft) by the Free Software Foundation.



