[ The role of stakeholders ™=

A stakeholder can be a persan or group that affects or
can be zffected by an organization’s actions. They
therefore have an interest in any action taken by an
arganization,

=]

Stakeholder Concept - the view that businesses and
their managers have responsibilities to a wide range
of groups not just shareholders, The traditional view
of business iz referred to as the shareholder concept.
As shareholders are the owners of the company itis
important 1o keep them satisfied which generally
means to increase shareholder value.

Caseism.com

Internal and External Stakeholders

Internal Stakebalders include
- employees
« sharehalders
- managers

Externa) staksholders include

- supplirs Caseism.com

- CLTEER

- special imerest groups such as banks and oter
wreditors, pressure groups and the community

» Competitons

+ locad and nasianal gevemment

.. Caselsmcom =

ridars =, gy

Sremmen = zaration, comliance: with Legislition such
25 halih and s b crsated

Sevor Masigement = Srineiat pefarmasce, cuths et pescestio,
[T P

irpapees =P candi o, jo5 secuty
Cizomers = vl STV e, T .| conseran ons
Lrdinais = gl G e Ty gy B4 T
acal Commurity =il resporsbiity ok, errerarmest
Suppliers = 2paed of prmar level and regquiarty of
arders. folmegs of irEsenen
™ ehange a ausis
allutian.
Chmarty, ik woash e very difet for sy compary 1o be
— ke 1o =kdy o of ihese imertsis o ihe sme v —
p— —

Stakeholder Conflict
e Caseism.com

Fisher & Faykel [F&F) teday snaunced plans to move man of its
manutscturing of qualiny whitewane such as fridges and cookers
overseas. Lacal suppliers to F&F and emplopess wors very
concemed The CEC anncunzed howsver that the mave was
exsential for the company to remain competitive in global markets
as many of FEPS mmpetitars have moved (o Thailand and Mexica
slreacy with much lowes kabour costs. Stakehalders and the
Ninancial markers seem de lighted with the news with shares rising
34C on the day o 3754

Source: ew Zraland Herald, 1007

Amalyse areas of potental canflict
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+ b impiemert the phave igees will Lake time and resgurces and thers may be
short-tem goadwill losses to the fim such a3 customes msenten: snd
dissatizfaction from the bocal community.

- Decisions will also reed to be made a3 50 bow o communicaie the details
bt varios stakenclders
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+ Ultimately,tn 2 publiciy sach a5 FAP the
represent the key wiakeholder, S2nlor management have o be aware of their
resparnsbilities in a highty compettive Anancial global maries.

+ ¥ sharenoders are not sapsfied with FASS new straeqy, they tousd sell
Eheir shares driving down the value of the company.

+ This could lead o #arthar ungapular actian barving basn takes The campany
would wish ta i further paar putliciy

Task: Evaluate solutions to the stakehalder conflicts
vutlines in the Fisher & Paykel case study,
Part 1: Possible solutions:
= Fisher & Paykel may have to carry out a carefully
managed public relations exercise to reassure
workers that job lesses will be kept to a minimum
and/or offering retraining schemes to those directly
affected.
« Customers will need to be reassured that here will
be no reduction in the quality of the final praduct.
= The company will have to present this new strategy
as away of protecting current jobs and future
shareholder value.
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HL - Evaluating Stakeholder Conflict
Qne wey af reducing conflict i tw compramize,
Far example 3 business Jiming to reduce Costs may clese one of its

Tactories in stages rather than immediately to allow woskers to fird other
Jabs but, 35 3 resuls, buusingss costs will Ell moes slowly

Senlor managers must estabiish its peiorities. They need to decice who
he mast important ssakenal ders are I gach case, what the extra cast in
af meeting the needs of zach stakeholder group will be, and whetner bad
publicity resulting from failure o meet the interests of ane group will
lead o kst revenue.

Remember that o suggest ways o overcame possiale conflict is only the
beginnirg The ways must be evaluated and 1 suggest why they may or
siviry ol weark, Finally, a7 trverall judgenment would be reguined.
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F&P - a mumber of conflicts can be lgentified:

+ Fisher & Payhel customers will welzome the lawer prices
bt many have quality concemns about praduction moving
averseas

+ Current and patential sharehoiders will be anticipating
higher prafits and returns due to sfficiency gains leading
i the higher shate prics.

- Local suppliers and workers will be worried abaut job
lpgses,

+ The kacal and national gewverment may be cancenmed
about the FRgact on local communites.

+ Seniof managarment may be excited about possibility of
managing a Langer multinational comparry with increased
power and prestige. Lower level warkers may fear change.

— Caseism.com  __
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The role of stakeholders
A stakeholder can be a person or group that affects or

can be affected by an organization’s actions. They
therefore have an interest in any action taken by an
organization.

Stakeholder Concept - the view that businesses and
their managers have responsibilities to a wide range
of groups not just shareholders. The traditional view
of business is referred to as the shareholder concept.
As shareholders are the owners of the company it is
Important to keep them satisfied which generally
means to increase shareholder value.
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Internal and External Stakeholders

Internal Stakeholders include:
- employees
- shareholders
- managers

External stakeholders include:
- suppliers 1
- suppliers. Caseism.com
- special interest groups such as banks and other
creditors, pressure groups and the community
- competitors
- local and national government

All of the above stakeholders could have a potential interest in
a company's performance for a variety of reasons.
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DRAW a diagram (mind
map) of the various
stakeholders to help
you visualize them.
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Stakeholder Example of interest towards company

Owners/Shareholders = profit, vision, liquidity, efficiency

Government = taxation, compliance with legislation such
as health and safety. iobs created

Senior Management = financial performance, customer perception,
profits and sales targets

Employees = pay, conditions, job security

Customers = value, service, quality, ethical considerations

Creditors = liquidity, gearing (can they pay bills?)

Local Community = social responsibility, jobs, environment

Suppliers = speed of payment, level and regularity of
orders, fairness of treatment

Pressure Groups = change a business’s policy towards
pollution...

Clearly, it would be very difficult for any company to be
able to satisfy all of these interests at the same time.




Stakeholder Conflict
et (CQS@1SM.COM

Fisher & Paykel (F&P) today announced plans to move more of its
manufacturing of quality whiteware such as fridges and cookers
overseas. Local suppliers to F&P and employees were very
concerned. The CEO announced however that the move was
essential for the company to remain competitive in global markets
as many of F&P’s competitors have moved to Thailand and Mexico
already with much lower labour costs. Stakeholders and the
financial markets seem delighted with the news with shares rising
34c on the day to $2.54.

Source: New Zealand Herald, 2007/

Analyse areas of potential conflict.




F&P - a number of conflicts can be identified:

- Fisher & Paykel customers will welcome the lower prices
but many have quality concerns about production moving
overseas.

- Current and potential shareholders will be anticipating
higher profits and returns due to efficiency gains leading
to the higher share price.

- Local suppliers and workers will be worried about job
losses.

- The local and national government may be concerned
about the impact on local communities.

- Senior management may be excited about possibility of
managing a larger multinational company with increased
power and prestige. Lower level workers may fear change.
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HL - Evaluating Stakeholder Conflict

One way of reducing conflict is to compromise.

For example a business aiming to reduce costs may close one of its
factories in stages rather than immediately to allow workers to find other
jobs but, as a result, business costs will fall more slowly.

Senior managers must establish its priorities. They need to decide who
the most important stakeholders are in each case, what the extra cost in
of meeting the needs of each stakeholder group will be, and whether bad
publicity resulting from failure to meet the interests of one group will
lead to lost revenue.

Remember that to suggest ways to overcome possible conflict is only the
beginning. The ways must be evaluated and to suggest why they may or
may not work. Finally, an overall judgement would be required.
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