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The Stakeholder Model
· To whom, or what, should the firm be responsible? (1) ownership theory of the firm and (2) stakeholder theory of the firm (descriptive: how companies work, instrumental: work better, normative: duty).
· Primary, market, stakeholders: those that engage in economic transactions as it carries out its primary purpose of providing society w/ goods & services (employees, stockholders, creditors, suppliers, customers, and distributors/wholesalers/retailers). AFFECT SURVIVAL.
· Secondary, nonmarket, stakeholders: people and groups who are affected by or can affect the actions of a firm (general public, communities, governments, activist groups, media, and business support groups). AFFECT OBJECTIVES.
· Mitchell, Agle, and Wood

· Power
· Coercive Power: physical resources of force, violence, or restraint.

· Utilitarian Power: material or financial resources.

· Normative Power: news media; symbolic resources.

· Voting Power, Economic Power, Political Power, Legal Power
· Legitimacy: general perception that a stakeholder’s actions are desirable, appropriate.
· Urgency: time sensitivity, criticality.
· Stakeholder Salience

· Latent: only have one of the attributes.
· Dormant (power), Discretionary (legitimacy), Demanding (urgency)
· Expectant: possess two of the attributes.
· Dangerous (p&u), Dominant (p&l), Dependent (u&l)
· Definitive: possess all three attributes.
· Reactions: Inactive (ignore), Reactive (act when forced & defensive), Proactive (try to anticipate problems), Interactive (actively engage with stakeholders).
· Fringe Stakeholders: typically disconnected from the firm & invisible, but are affected by the firm; hold key to anticipating problems; important, untapped source of intelligence; remote, weak, isolated, poor, disinterested, non-legitimate, etc.
· Helps anticipate future problems, provide escape from old ideas, help to develop a fund of goodwill with diverse stakeholders, etc.
· Radical transactiveness: (1) network from the core to the periphery; (2) fan out, extend the scope of the firm ( fan in; (3) putting the last first!; (4) complex interactions; (5) reconcile contradictions.
· Key Questions: (1) Who are our stakeholders? (2) What are our stakeholders’ stakes? (3) What opportunities and challenges do stakeholders present? (4) What strategies or actions should our firm take to best manage stakeholder challenges and opportunities? (5) What is the power of the stakeholder group?
· Types of Stakeholders
· High Threat, High Cooperation: Mixed Blessing (Collaboration)
· High Threat, Low Cooperation: Nonsupportive (Defend)
· Low Threat, High Cooperation: Supportive (Involve)
· Low Threat, Low Cooperation: Marginal (Monitor)
CASE: BOSS HOG
· Stakeholders: pig farmers, community & residents, environmentalists, governor & politicians, consumers, shareholders, fisheries, tourism, meat producers, media.
· Solutions: amino acid, enact law or bill, alternative use (ex. waste market).
CASE: COCA COLA
· Accusations: (1) killing labor leaders in Columbia, (2) environmental issues in India, (3) anti-competitive practices in Mexico.
· Stakeholders: shareholders, consumers, employees, environmentalists, union officials (sinaltrainal), residents of affected regions, competition (Pepsi), vendors/restaurants, governments (Columbia/Mexico/India/US), FCC, 3rd party group, Indian Center for science & environment, international labor laws fund, media, Indian farmers, bottling plants, student unions (Ireland/UK/NYU/Michigan/Canada), activists, teacher unions, US steel workers, paramilitary
· Response: website (Coke facts), studies, business conduct code; defensive & slow; still ongoing.
Strategic Management & Corporate Public Affairs

· Issue management: a structured and systematic process to aid organizations in identifying, monitoring, and selecting public issues that warrant organizational action.
1. Issue Identification

2. Issue Analysis

3. Policy Options

4. Program Design

5. Results

· Performance-Expectations Gap: a gap between what stakeholders expect and what an organization is actually doing.
· Stakeholder expectations are a mixture of opinions, attitudes, and beliefs about what constitutes reasonable behavior.
· Failure to understand these concerns and the respond appropriately.
· Issue Life Cycle: sequence of phases through which a public issue may pass.
1. Changing Stakeholder Expectations
2. Political Action
3. Formal Government Action
4. Legal Implementation

· Management Discretion
· Issue Identification: Strategies directed at affecting the development of an issue (High).
· Legislation: Strategies focusing on adaptation & change (Medium).
· Enforcement: Strategies focusing on compliance & damage control (Low).
· Response: Inactive, Reactive, Proactive, Interactive
CASE: KRAFT FOODS

Corporate Social Responsibility

· Corporate Social Responsibility: a corporation should be held accountable for any of its actions that affect people, their communities, and their environment. 
· Friedman: only individuals can have responsibilities, a corporation is an artificial person; a corporate executive is an employee of the owners; a corporate executive who pursues social interests is taxing other stakeholders; applauds corporations who refrain from window dressing. (PROFIT & PUBLIC GOOD)
· Carroll: (1) Discretionary Responsibility (desired); (2) Ethical Responsibility (expected); (3) Legal Responsibility; (4) Economic Responsibility (required)
· Wood: (1) Economic Responsibility; (2) Legal Responsibility; (3) Ethical Responsibility; (4) Discretionary Responsibility
· Companies are only economic institutions.
· Balancing Economic, Legal, & Social responsibilities.
· Maximizing Insurance: (1) Effort/Commitment, (2) Promotion of Positive CSR, (3) Relationship to the Core.
· CLIVE CROOK, THE GOOD COMPANY
CASE: BODY SHOP

Crisis Management

· Crisis: a significant business disruption that stimulates extensive news media coverage.
· A major, unpredictable event that has potentially negative results that can significantly damage an organization.
· A low-probability, high-impact event that threatens the vitality of the organization that has an ambiguous cause, effect, and resolution.
· Internal & External Technical/Economic Crises, Internal & External Social Crises
· Why Prepare?
· Effects of a Crisis: can threaten an entire industry, can reverse strategic mission, and disturb employees.
· Benefits of Crisis Readiness: minimizes impact, better equipped to make appropriate decisions quickly, identify weak spots, benefits from rehearsing, media management.
· Mitroff’s Onion Model
1. Individual Defense Mechanisms: denial, disavowal (downplay importance), idealization (ascribe power to organization), intellectualization (rationalization), fixation (rigid commitment to a course). OSTRICH.
2. Organizational Beliefs & Rationalization: 33 defense mechanisms.

3. Dedicated Infrastructure for CM: good communication, media, CM team.

4. Plans, Mechanisms for CM: strategic plan to respond before and after.
· Organizational Structure
· CMU, staffing, legal counsel, public affairs.
· Tasks: facilitating exchanges, surveying employee opinions concerning CM.
· Structure: Centralize/Decentralize.
· Information: Developing a communications system, potential media strategies.
· Rewards.
· Crisis Management
· Crisis ( (Containment/Limit Damage) ( Repair ( Recovery ( (Learning) ( Detection ( (Preparation) ( Crisis
· Crisis Prone v. Prepared

· Crisis Prepared
· Strategy: Enlarged view of stakeholders; Crisis portfolio

· Structure: Effective CMUs

· Culture: Low use of faulty rationalizations

· Defense: Address problems

· Crisis Prone
· Strategy: Traditional/ fragmented stakeholders

· Structure: No CMU

· Culture: Self inflated; Unconscious, unchallenged

· Psyche: High defense mechanisms
CASE: ODWALLA

CASE: BRENT SPAR

Corporate Citizenship

· Corporate Citizenship: businesses acting responsibly toward their stakeholders.
· CSR v. Corporate Citizenship
· CSR: 1920s; (Basis) Principles of charity & stewardship; (Focus) Moral obligations to society at large; (Action) Philanthropy, trustee of the public’s interests.
· Corporate Citizenship: 1990s; (Basis) Building collaborative partnerships with stakeholder groups; (Focus) Discovering business opportunities through partnerships; (Action) Managing corporate social & financial performance.
· Administered Citizenship Rights

· Social Rights: corporation as provider.
· Civil Rights: corporation as an enabler.
· Political Rights: corporation as a channel.
· Bottom Lines: Profitability, Societal (Social) Concerns, Ecological (Environmental) Concerns[image: image1.png]



