
Solutions and narrative 

1. A stakeholder is an actor that "can affect or is affected by the achievement of the organization's 
objectives" (Freeman, 1984: 46). Under this definition, a non-human entity cannot be a stakeholder. 
The importance of this distinction is both philosophical and practical. 

 It is philosophical in that it requires us to think solely in human terms even though the 
impact of a strategic action can be significant for non-human entities, both sentient and 
non-sentient. 

 It is practical because to manage stakeholders it is necessary to know what is a stakeholder 
interest. Non-human entities cannot express their interests. 

2. To do this exercise, it is important to define the firm’s positioning within an industry (as discussed 
in chapter 2) and the scope of activities of the firm (chapter 3). Ask: 

does the oil company do exploration (search for oil) as well as refine and retail oil-based products? 

As was seen from the Brent Spar example, Royal Dutch Shell operates across the oil value chain: 
exploration, extraction, shipping, refining (largely upstream) and wholesale and retail (largely 
downstream). It mattered, therefore, that retail customers might boycott Shell forecourts. Firms 
only engaged in upstream activities may be anonymous in the public consciousness and are 
therefore less prone to unwanted public attention. 

It becomes clear from this exercise that scale and scope are important when identifying 
stakeholders, and the knowledge about a firm’s activities needs to be detailed in order to do the job 
thoroughly. It might be useful (in line with industry analysis) to split the firm’s activities into smaller 
parts. For example, oil exploration, extraction, refining. Let us take, for example, extraction. 

Stakeholder identity classification 

Core 

owners, shareholders, 
(shareholder activist groups), 
managers, employees, 
suppliers, trade associations, 
financial institutions (pension 
funds, wealth management 
funds), governments and 
regulators.     

Shareholders, if a public company, have ultimate 
power in a firm. Under normal conditions, they trust 
their agents (executive/employees) to act in the 
financial interests of the firm (providing incentives to 
do so). Financial institutions are both providers of 
capital and owners. Depending on where the 
extraction is taking place (deep sea, tundra, Texas), 
suppliers could be very important in terms of 
expertise and ownership of intellectual property. 
Governments will be sensitive to extraction activities 
at a number of levels: economic (employment, 
taxation), safety, environmental. Regulators may have 
a background in the industry. 

Peripheral 

customers, competitors, trade 
unions, community groups, 
political groups, lobbyists, 
universities Customers need to 
be differentiated. 

Competitors may well share resources, suppliers, 
support-industry networks (Porter’s Diamond, 
chapter 5). They also compete for scarce resources 
and may trade licences. Trade unions represent 
skilled and knowledgeable employees. Community 
groups/political groups can be mobilised if extraction 



generates community disquiet; for example, on the 
release of toxic fumes, contamination, trespass on 
indigenous lands. Lobbyists can mobilise support of 
governments for relaxing of regulations. Universities 
may provide R&D capability. 

Turning this into a visual becomes a major task. It is not meaningful to have all customers the same, 
or employees for that matter. It may also be the case that the firm has multiple extraction facilities 
in many different countries and environments. 

The mix of stakeholders the changes. As was seen from the Brent Spar example, however, a local 
operation (the dumping of an oil storage task) escalated into an international incident. Analysts, 
therefore, need to have local, regional and global (and know what these mean in reality) 
perspectives on stakeholder management. 

Taking another example, Black Rock, the international investment management group, used its 5 per 
cent stake in Exxon Mobil to oppose the re-election of two directors at the AGM (27 May 2020) as a 
demonstration of its concern over climate change commitments. Large investors rarely rebel over 
non-financial indicators. 

3. From the discussion in the chapter, power is sometimes observable, other times not.  Power 
“over” tends to be observable. A boss tells an employee to do something; the act of complying with 
the order is observable and demonstrable. It is often the result of hierarchy and authority that 
comes with office and status. 

 Power is also distributed and plural. It might be that no one stakeholder has absolute power 
and it becomes necessary to negotiate the exercise of power. 

 Power also has unobservable forms; namely, in the form of so-called nondecisions. 
employees may just comply with policy, even if they profoundly disagree with it. It might be 
perceived as there being “no point” to challenging a position, or it might be that employees 
pick their fights and decide what issues are important over others. 

 There is also hegemonic power. This is neither observable nor conscious. If employees 
accept not only the authority of office (a boss) but also the legitimacy of the system that 
enables that office, and that system is against the interests of the actor who accepts the 
legitimacy of the system, then hegemonic power is being exercised. 

The indicators of power include: status, claim on resources, representation and symbols. 

4. Interest is not so well defined. It is the level of interest [in the project]. Stakeholders can have a 
level of interest that is on the spectrum from “hardly any” to “considerable”. 

Indicators of interest: proximity, information gathering and processing, ability to build coalitions and 
urgency. 

5. There is an implicit assumption in the question that schools are universally good things to have in 
a community. They have many functions. Even if the children who go to the school do not become 
employees, the children of the employees might attend. In so doing, they enable many parents to go 
to work safe in the knowledge that their children are safe and are being educated. The Covid-19 
pandemic has been an eye-opener to many people at the true value of the school in communities. 



Also important, school buildings can also be community resources. They are places to meet, enjoy 
leisure time, enjoy after-work study time, etc. 

6. The tangible benefits are identified by Harrison, Bosse and Philipps (2010) as:  increased demand 
(often at a higher price) and efficiency (of decisions about product properties) 

 increased innovation (usually product and process) 

 ability to change, rapidly if necessary, with stakeholders, to deal with an unexpected event 
or technological change; it may also reduce the need for change in the first place 

 being able to incorporate external knowledge. 

The key difference between management for stakeholders vis-à-vis management of stakeholders is 
engagement. Management of stakeholders is often defensive and geared towards avoiding conflict 
and is often one-directional. To manage for stakeholders is fully to understand stakeholder utility – 
customer and employee needs as well as wants. It is to work with customers and employees to 
increase welfare and by implication demand, innovation capability, etc. 

7. There is no right answer to this question. There is only a judgement call. On the one hand, 
ensuring that sustainability reporting is included in an annual report demonstrates its importance 
and integral nature to the business or organisation. On the other, because annual reports need to be 
limited documents if they are to be read, a sustainability report may be edited down to highlights 
that might be less significant than others in a separate report. The annual report has a particular – 
usually investor – audience. A sustainability report will have a wider readership. Of course, firms 
could do both. 

8. The natural environment is important in business strategy analysis because: 

 all firms rely on the exploitation of natural resources to function whether as raw materials 
for products or in the consumption of energy to convert those raw materials or to drive the 
machines (mechanical and electronic) that add value; 

 all stakeholder interactions are a sub-system of the earth's eco-system and as such cannot 
sustainably go beyond the planetary boundaries (see chapter 1); 

 that human beings assign the natural environment intrinsic value, not just because it is 
monetizable, but because humans see themselves as part of the eco-system and seek to 
protect it from those that deny that. 

9. Philosophically, there is the question of the nature of being. All stakeholders have what is often 
known as agency – the ability to make decisions and act upon them. The natural environment itself 
has no agency. However, non-human animals do have agency. But arguably they do not have the 
power of reason – they cannot weigh up advantages and disadvantages as humans can, however 
imperfectly. There is for that reason an objection to the natural environment and all sustained by it – 
with the exception of humans – being a stakeholder. 

Practically, if firms adopt an approach of managing for stakeholders, they need to embrace 
stakeholder utility and establish how to enhance welfare. That is very difficult to do for the non-
human world. Some would argue that the human world can speak for the natural world and use the 
example of the repair of the ozone layer as a case in point. Humans witnessed the phenomenon 
(science) and made policy (politics) to correct it. 



10. This question requires a position to be taken. Of course, it depends on the industry. It depends 
on the current politics, issues and position in the business cycle. It depends on whether analysts are 
convinced by stakeholder utility as a concept and the impact on the bottom-line. It will depend on 
the nature of intellectual property exploitation. And, ultimately, it will depend on whether the 
natural environment is incorporated into the analysis as a full member, so-to-speak. It will ultimately 
depend on actors’ worldview; if capitalist-managerialist, the answer is possibly no. If it is that of the 
circular, mixed-economy, the answer is probably yes. 

 


