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STAKEHOLDER-MANAGEMENT AS A TOOL TO IMPROVE
THE QUALITY OF ORGANIZATION MANAGEMENT

This article discusses the importance of stakeholder engagement and management within the improv-
ing of organization management quality. It offers an instrumental theory of stakeholder management based
on a synthesis of the stakeholder concept and economic theory. The main idea is improving the quality of
organization management through interaction with stakeholders. Owners have a big say in how the aims of
the business are decided, but other groups also have an influence over decision making. Customers are also
key stakeholders. Businesses that ignore the concerns of customers find themselves losing sales to rivals.
Different stakeholders have different objectives. The interests of different stakeholder groups can conflict.
Article is aimed to find the ways of solving these conflicts.
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Stakeholder engagement is an important
management function, particularly in relation to
leading your organization. Of course, you cannot
run any business without engaging with your
key stakeholders and no doubt you already in-
teract with them on a frequent, if not daily basis.
However, stakeholder engagement in this con-
text is about far more than dealing with them at
the day to day level. It is a strategic concern and
means truly putting your stakeholders at the
heart of your business and ensuring that every-
thing you do across the business is designed to
meet and exceed their needs and expectations.

The change in management paradigms led to
the search for methods to improve management
effectiveness. The need to take into account the
influence of stakeholders in governance was re-
flected in the works of E. Freeman, ]. Post,
L. Preston, S. Sachs, which indicated the need for
rethinking corporations in the context of stake-
holder management.

The issues of corporate social responsibility
and its influence on common values are exam-

ined in the works of M. Porter and M. Kreimer.
The analysis of the publication made it pos-
sible to identify different approaches to the clas-
sification of stakeholders [1].
Nyoboedd and Luffman in their works give
the following categories of stakeholders:

— groups of influence participating in the fi-
nancing of the enterprise;

- management managers;

- employees of enterprises interested in

achieving the company's goals;

- economic partners.

The goal of an article is to outline the devel-
opment of the idea of «stakeholder manage-
ment» as it has come to be applied in reaching
the improvement in quality of an organization
management [2].

The word «stakeholder» means any person
with an interest in the business - someone who
can contribute to the company’s growth and suc-
cess or who benefits from its success. The vari-
ous stakeholders in a business have differing
roles and their level of involvement in the enter-
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prise varies from full-time to barely involve at
all. The company’s CEO seeks to utilize the skills,
experience and knowledge of each stakeholder
group to further the organization’s long-term
goals.

Top management may set the overall strate-
gic direction for the company, but the employees
are responsible for carrying out the tasks speci-
fied in the company’s strategic plan in an effi-
cient manner. Employees are the closest to the
action. They interact with customers on a daily
basis. In a manufacturing environment, they
work directly on the company’s products. The
company’s success depends in large measure on
the skill and dedication of its employees. With-
out the employees performing their roles profi-
ciently, the company will not reach its revenue
and profit potential [3].

Many businesses rely strongly on partners
that help them provide the best value for their
customers. Retailers have become increasingly
reliant on strong supplier relationships to pro-
vide the best quality products at the optimal
price points for their customers. Supply chain
partners often collaborate on transportation and
logistics, distribution processes and environ-
mental preservation. Companies not only have
business accountability to partners, but often
have ethical responsibilities toward them.

The reason for a company’s existence is to
provide products or services that meet the needs
of its target customers and benefit them in a
meaningful way. The role of customers is critical
to the company’s survival and success. Through
the purchase decisions they make each day, they
select which companies will prosper and which
will fail. They also provide valuable feedback to
the company about its products and customer
service level. This feedback enables the company
to improve what it offers and to come up with
entirely new solutions to customer needs based
on what its customers asked for. For many busi-
nesses, customers also play a vital role in the
company’s marketing efforts by recommending
the company’s products or services to other po-
tential customers [4].

Stakeholder management is a critical com-
ponent to the successful delivery of any project,
program or activity. A stakeholder is any individ-
ual, group or organization that can affect, be af-
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fected by, or perceive it to be affected by a pro-
gram. Effective Stakeholder Management creates
positive relationships with stakeholders through
the appropriate management of their expecta-
tions and agreed objectives. Stakeholder man-
agement is a process and control that must be
planned and guided by underlying principles.
Stakeholder management within businesses, or-
ganizations, or projects prepares a strategy util-
izing information (or intelligence) gathered dur-
ing the following common processes.

True stakeholder engagement means devel-
oping meaningful relationships which serve to
ensure that you understand and consistently de-
liver upon their needs and expectations. This
may seem like an obvious concern, but many
managers and business owners fail to develop
the type of relationships required and as such
can, on occasion, even be working at odds with
stakeholders as opposed to being in unison with
them. The following sections provide a synopsis
of what is important in terms of relationships
with your stakeholders, beginning with the key
primary stakeholders [5].

Effective management of relationships with
stakeholders is one of the main goals of the or-
ganizational management, which is the area
management activities aimed at building the or-
ganization as a system for the effective imple-
mentation of its purpose. Analysis of stake-
holders both entities includes the following
phases: identification, classification, score goals
and objectives of stakeholders, gathering infor-
mation about them.

Diversity and intersection of interests of
stakeholders creates the conditions for a conflict
of interest with limited organizational resources
engaged to meet their needs. For example, there
may be a conflict between the program of cost
savings and job security for employees. Some
other typical examples of conflicts, which are
based on the interests of these groups, differing
below:

— The long-term goal of growth may come
into conflict with the short term to achieve
the project's effectiveness, wages and cash
flow.

- Desire to extend its business activities in the
mass market may be contrary to the desire
of other members of the company to high-
quality products, good customer service.
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— Investments in new technology and auto-
mation can lead to job losses.

— Public ownership of shares may conflict
with the desire to keep secret the level of
performance gains and capital structure.

— Deposits in new property and equipment
may not coincide with the desire to be in-
dependent of the management of those
who provide financing. Usually need to
have funds to finance such investments.

— Appointment of professional experts in a
small company can come into conflict with
the desire of the owner (or manager) to
keep control.

This list shows that many conflicts can arise
and that the main task of organizational manage-
ment is to understand the expectations of differ-
ent groups of influence and get some estimates
of their relative position in terms of power.

Organizations use two basic methods of
building relationships with external stake-
holders [6].

The first method is to establish partnerships
with stakeholders. An important goal of this
method is to build such relations to stakeholders
to be more profitable to act in the interests of the
company, as in this case they achieve and their
interests.

The second method is an attempt to protect
the organization from uncertainty by using tech-
niques designed to stabilize and forecast im-
pacts. This control methods such stakeholders as
market research, creation of special offices that
monitor areas of interest important stakeholders
(compliance with laws, control of environmental
safety) efforts in binder’s procedures, advertis-
ing and communication company public, etc.

Common when interacting with internal
stakeholders is that their interests are often con-
tradictory system-one (desire greater autonomy
of management - the need for shareholders
more control, greater willingness of staff sala-
ries - the need to reduce management costs,
etc.). These contradictions can be effectively
solved by connecting interests of various groups
(like building a motivation system that focuses
on the performance of the company as a whole) .

One of the main approaches to stakeholder
management is a partnership (bridging). Bridg-
ing - an approach that involves establishing
partnerships with stakeholders and achieve long
-term success of corporate business by reducing
or eliminating barriers between the company
and stakeholders [7].

Bridging demonstrates a proactive company
and focuses on building a system of interdepend-
ent relationships with stakeholder group’s prior-
ity. It is a close alliance companies and stake-
holders that are most important for him. The aim
is to establish a strategic partnership that can
exist in different forms, even in the form of joint
business with major customer or cooperation
with competitors. Such associations are the most
common when environmental conditions are
unpredictable or difficult. Bridging reduces un-
predictable due to closer interaction between
organizations and not only prevents the negative
effects, but also joint efforts with other parties to
improve the environment. Enterprises associ-
ated with a bridging have a common goal, which
is beneficial for both sides [8].

Stakeholder management is a key discipline
that people use to win support from others. It
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Figure 1: The Stakeholder Management Matrix
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can ensure a programme succeeds where an-
other fails and can help manage the intense poli-
tics often associated with major change initia-
tives. The first step is to identify key stake-
holders and list them. Stakeholder groups may
include staff, executive management, board di-
rectors, subsidiary companies, staff unions, the
media and community groups. Then use the
stakeholder mapping tool to present this infor-
mation using a visual aid. Next, prioritize your
stakeholders in terms of their power and inter-
est in your programme as this will determine
how much time and energy needs to be spent on
each. Find out how each person or group feels
about your programme and what financial or
other stake they might have in it. Also, it pays
dividends to consider the informal network -
who went through the induction process to-
gether twenty years ago, who worked together
at an outpost during a time of crisis, who drink
together twice a week, who has the ear of key
leaders, who are members of the same exclusive
club, and so on. This data will help you identify
hidden agendas and plot your stakeholders'
power and interest (stake) on a matrix, and this
in turn will enable you to define your strategy
for managing the group [9].
- High power/high stake: Engage them fully
and keep them sat is fied.
- High power/low stake: Keep them informed
and share wins to subtly buy them in.
- Low power/high stake: Give them owner-
ship for helping with the details.

- Low power/low stake: Keep an eye on
them but don't hard sell.

When the leadership team has progressed to
the programme strategy design stage, the output
of the stakeholder management matrix will be
used to develop high-level communications
plans. This output does not need to be prepared
as yet but ultimately it will help you decide how
to consult with your stakeholders and how best
to manage them [10].

The stakeholder map names all key players
and describes their particular interest in the pro-
gramme. It will have been designed alongside
the strategic planning sessions and a summary
of it will be incorporated into the programme
proposal together with the stakeholder manage-
ment matrix. This groundwork will enable us to
determine how to effectively consult with differ-
ent stakeholders so as to minimize any risk.

For example, the output of the stakeholder
analysis matrix can clarify for us why we need to
closely consult with certain stakeholder groups
more than others. To give structure and meaning
to this output, develop a stakeholder communi-
cations plan for each group starting with those
with high power/high stake and finishing with
the low power/low stake group. Figure 2 is a cut
from a high-level stakeholder communications
plan [11].

The CEO has ultimate responsibility for the
success or failure of the whole programme, but
this will be shared with the strategic manage-
ment team. Line owners are responsible for

Stalé:gﬁ;der Why Consult? Profile Consultation Channels Line Owner Facilitator
Regulatory | They have the High Power/ [Meetings comprised of pres- Manager - Programme
Authority influence to High Stake entations, discussions and Regulation Stakeholder
restrict company Q&A sessions Management
activities Correspondence to highlight Consultant
more specific issues and
requests
Staff They are creators | Medium Power/ | Internal magazine articles Corporate Programme
of the new way of | Medium Stake FAQs booklets Communica- Stakeholder
doing things Intranet articles tions Management
Roadshows & exhibitions Consultant
Focus groups & Workshops
Recruitment They source Low Power/ Press releases Human Programme
Agencies | employee for the Low Stake Newspaper articles Resources and Stakeholder
organization Job advertisements Public Relations| Management
Consultant
Figure 2: High Level Cut of Stakeholder Communications Plan
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implementing the plan. The level of power and
interest a stakeholder group has in the programme
will determine the involvement of the senior ex-
ecutive group with them, for example [12]:

- In the first case (regulatory authorities)
the CEO will own the relationship and, because
this is a «high power/high stake group», they
will manage any interventions by direct involve-
ment in meetings with government regulators.
Also, a single point of contact will be appointed
to deal with any related correspondence.

- In the second case (staff) the strategic
management team will ultimately own responsi-
bility for the effective management of the stake-
holder group, but as this is a «medium power
and medium stake group» they will only oversee
the process. To support them, line owners will
be identified to facilitate the process; e.g. corpo-
rate communications will work alongside the
party responsible for programme stakeholder
management to develop an appropriate plan and
utilize communication channels for the best re-
sult. To manage the process a «comms steering
group» can be established comprising personnel
from corporate communications and stake-
holder management. The strategic management
team will establish terms of reference for this
body and any responsibilities/sign-off authority
they may have in terms of materials content,
quality and development. This will allow the
strategic management team to focus on other
priorities. To track overall performance, estab-
lish a metric for output generated (e.g. number
of intranet articles, internal magazine articles
per month), monitor any shifts in employee per-
ceptions and issues and monitor how often (if
ever) the quality of such materials is questioned
by the comms steering group.

- In the third case, the group has a «low
power and low stake» profile. However, they need
to be monitored and kept advised of ongoing pro-
gress. In this instance human resources will inter-
face with public relations to agree upon and im-
plement suitable communication activities. Given
the profile of the group and the lower level of out-
put to be generated, there is no need to set up a
steering group to oversee the process [13].

Consequently, stakeholders can not only in-
fluence the organization, but also be the object of
its effect. From a organization perspective,

stakeholders are important because they affect
major changes within a company, from financial
decisions to how an organization runs. Identify-
ing a stakeholder's interest and involving them
in a business gives the organization more ideas
to work with, creates new partnerships and
gives a company support from the outside. In a
publicly traded company, stakeholders make up
the board of directors and directly influence ma-
jor decisions about staff and investments as well
as minor issues concerning policy and manage-
ment.

Interests and goals of stakeholders and cor-
porations may not match that could pose a
threat in the form of conflict. These groups can
make an impact on the corporation by contribut-
ing to the process of strategic change, failure to
cooperate, efforts to change the course of the
strategic process. Effective way of reconciling
the interests of stakeholders and the organiza-
tion is «building bridges» - bridging and create
networks.
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JAPHCA KAPAIIYK, MUKOJIA TAPAHOB
M. MukosaiB

CTEMKXOJIAEP-MEHEJXXMEHT AK IHCTYPMEHT
NIABUINEHHA AKOCTI YIIPABJITHHA NIANIPUEMCTBOM

Y cmammi o6z2080proembcs sasxcaugicmos 83aemodii 1 ynpasaiHHs cmelikxo10epamu 8 pamKkax noAin-
WeHHS aKoCmI ynpasaiHHA opaaHizayiero. Takoxc po3a2aa0aemucs IHCMpYMeHMaabHa meopist ynpasaiHHs
cmeltikxo/10epamMu HA OCHOGI y3aza/ibHeHHs1 KOHYenyii cmelikxoadepis i ekoHOMIiuHOI meopii. OCHO8HOW
ide€to € nidsuujeHHst sKocmi ynpae/iiHHs 0p2aHi3ayicro WasxoM 83aemodii i3 cmelikxosndepamu. BaacHuku
opeaHizayill gidizparoms 8ax*CAUBY POb 8 MOMY, SIK PopMYyOmbCsa Yiai opeaHizayii, ase iHWi 2pynu makoxc
Marmb 8NAU8 HA NpuliHAMms piweHns. KaieHmu makookc € kao4ogumu cmetikxoadepamu. Komnauiam, saKi
izHOpyromb npobsaemu KaieHmis, 3a2poxcyromsb donyueHHs 8 NOPIBHSAHHI 3 KOoHKypeHmamu. Pi3Hi cmeiikxo-
Js0epu marome pizHi yiai. [Hmepecu pisHux cmelikxoadepie mMoxcyms KoH@.aikmysamu. Cmammsi cnpsimo-
8aHA HA NOWYK W.IsXi8 8UpIWEHHS YuX KOH.1ikmis.

Kawuoei caosa: cmelikxosndep-meHedicmenm, aHatiz cmelikxosidepis, 83aemodis i3 cmelikxodepa-
MU, Op2aHi3ayis, ynpasaiHHA Op2aHi3aylen.

JAPHCA KAPAILIYK, HHKOJIAH TAPAHOB
r. Hukomaesn

CTEMKXOJIAEP-MEHEJIXXMEHT KAK UHCTPYMEHT .
NMOBBIINEHUA KAYECTBA YIIPABJIEHUA OPTAHU3ALIMEN

B cmamue o6cysxcoaemcst 8aicHOCMb cmetikxo10ep-MeHed’cMeHma 8 yayHueHuu Kauecmed ynpas.ie-
Hust opeanuzayuelti. Tak e paccmampusaemcst UHCMPYMeHMA/bHAsSL Meopus ynpasieHus cmelikxosdepa-
MU, OCHOBAHHASI HA CUHMe3e KOHYenyuu cmelikxo10epos u skoHomuveckoli meopuu. OcHO8HAs udest 3a-
K/AKYaemcs: 8 No8blUeHUU Kavyecmeda ynpas/eHusi opzaHudayuell nocpedcmeom ezaumodelicmgusi C
cmelikxosdepamu. Baadeabybl opeaHuzayuu uzparn 604bWYH poab 8 MoM, KaK yCmaHasAusarmcs yeau
opz2aHusayuu, Ho dpyaue 2pynnbl MAKx4ce UMelom 8AusiHuUe Ha npuHsmue peweHull. KaueHms! makoice 8-
JSI0MCs KAYesblMU cmelikxoadepamu. Komnanuu, komopbsie uzHopupyrom npobembl KAueHmos, 6ydym
Heus6excHo ycmyhamb KOHKypeHmam. Pazauunble cmelikxos0epbl npeciedyiom pasHsie yeau. HHmepecsi
cmetikxo/10epos Mo2ym KoH@ukmosams. Cmambvs HANPAs/1eHa HA NOUCK peuwleHUsl 3MuX KOHPAUKMO8.

Kawuesvle csaoea: cmelikxondep-meHedHMeHm, aHAAU3 cmelikxodepos, e3aumodelicmsue co
cmelikxo/s0epamu, 0p2aHu3ayus, ynpasjaeHue op2avusayueti.
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