Lecture 2: Who Is a
stakeholder?
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What I1s Stakeholder?

* Definition: Stake-holder (portatori di interesse)

o Stake-holders are those who either affect or
are affected by an organisation and its
activities.

e Can be of any form, size and capacity. They
can be individuals, or
unorganized groups.




Set of stakeholders

Shareholders

Organization/

Community / sl Company Customers/
Society Consumers

State/ Public

Administration
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The set of stakeholders may
change!

 Why? What can affect the set of
stakeholders?

New business strategies and changes in the

business environment will often mean a new

set of stakeholders

e Business strategy (inside the firm)




Set of stakeholders

Shareholders

Organization/

Community / T Company Customers/
Society Consumers

State/ Public
Administration



What does that mean?

e Each fact inside or outside the firm may
affect all stakeholders:

* |n a positive way : stakeholder(s) get an

advantage from this fact ( +)
* |n a negative way . stakeholder(s) get a

disadvantage from this fact ( - )
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Some inside facts:

* Increase salary

 Reduce the staff

* Purchase fixed assets

* Increase stock dividends

* Invest more to protect environment
 Reduce the cost by improving skills
 New business strategy




Example of inside fact: new business
strategy

ABC corporation decides not to produce shoes anymore. The
company considers that is more proficient to produce and sell LDC
screens from 2013

o« L\
What happen to EACH
stakeholder?
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Set of stakeholders

Shareholders

Organization/

Community / T Company Customers/
Society Consumers

State/ Public
Administration



What happens to EACH stakeholder?

 Employees(designers and skillful shoe-makers ->electronics
engineer)

o Shareholders(shareholders may not change)

e Customers(shoe buyers ->screen buyers)

o Suppliers(cowhide supplier->electronic component supplier)

e State administration(Some administration will not change such
as tax administration, but some will change)

« Community society()

« Environment(resource and water consideration ->particle
pollution consideration)

Notice : This example is based on the assumption that the
company makes product by itself. Y. 9y ’
This Iis an example of inside fact. Can you tbflnk !a QU
facts and the effects? TR '..~ '
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Some outside facts:

e Banks reduce the interest rate

e Increase tax rate

o Government puts out more strict rules with
environment, labour law, ...

o Competitors reduce the product’s price
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Set of stakeholders

Shareholders

Organization/

Community / T Company Customers/
Society Consumers

State/ Public
Administration



Example of outside fact:

Petrobras descobre nova acumulacao de 6leo
leve no ES

Segundo a Petrobras, analises preliminares indicam um oleo "de excelente qualidade”,
condensado e gas

» Tweet 0 Ki Recomendar +1 0 m Share @ (0) Views (428)

DastiEs

-+ Salvar noticia

Agéncia Petrobras/Divuigacéc

" 4

-

~
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Petrobras Example

* Petrobras is a brazilian state company. So
the government is the owner.

e But Petrobras also has shareholders.
o If Petrobras finds an unexplored oil and

gas area, what happens to each
stakeholder? T ¥,
" o,
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Set of stakeholders

Shareholders

Organization/

Community / T Company Customers/
Society Consumers

State/ Public
Administration



What happens to EACH
stakeholder?

Employees(inew jobs
Shareholders(probably shareholders want to
Invest more on Petrobras

Customers(ithe price of the oill may decrease
Suppliersi] new assets will be sold

State administration] new investment in order
to exploit the oll

Community socletyl]=
EnvironmentJmore poIIutlon'

ey



What does that mean?

e Since every fact affects some stakeholders(]a

strategy Is needed!
o Stakeholder strategy
Definition: Art of balancing how value Is

shared
among different stakeholders so that overall

value creation iIs maximized

* Business as an ecosystem CO’I’YDFISGCI 0
groups that cooperate tOuh x mize '.-'Q,“" N

/ e ik explore and develop their leadership potential i |
Loare ity




But WAIT! What does “balancing”
and “value” mean?

AIESEC "3e18
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What does “Balancing” mean?

"“4 .

e Balancing= to balance

How a company should deal with stakeholders?

 Researchs shows that CEOs who put
stakeholders ahead of profits generate
greater workforce engagemen*('relatlons
based on TRUST)

AT £
§ ""'i'
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What's Value?

e Value: Is a positive Impact on a

specific stakeholder
e Value creation is a firm’s reason for %

existence, the ultimate measure by
which it is judged.
 Value is not only profit! Should
social-environmental responsibility
be other indicators of value in a
company?
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What happens if there’s no
balancing of value?

 No system can thrive if one member group
continually benefits at the expense of
others. Why? Iniquities would get bigger and

bigger!

e Any unfairness in treatment will result in suppliers
prioritizing other customers, staff leaving to work
for other companies, or customers defecting to

AIESEC "3e18
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Now It's your turn! ....slicing an

TOTAL COSTS!
Average
sale price:

$560.00%

b

Apple!

Total components:
178.00

—

APPLE’S
SLICE:
368.00

Manufacturing by Foxconn Foxconn’s

(Shenzhen, Cl

yina): 200 margin: 7.00

AIESEC "2 ei)
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« $178.0 goes to the main suppliers, the rest is
Apple’s slice.

* Which stakeholder should participate in the
Apple’s slice?

« How much do you think each stakeholder
receive or should receive in that slice?
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Rules

 Divide the students into 5 groups
(shareholder, employees, future
generation, suppliers, consumers)

* Discuss In groups, then every group tells
the class how much they want and give
the reasons.

* Intern balances the benefits among all

groups. e o0, 4

"% =
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Brain storming

AIESEC "3e18
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Our own Stakeholder Strategy

Shareholders

Organization/

Community / T Company ] Customers/
Society Consumers

State/ Public
Administration



It's difficult to find an agreement!

« Each stakeholder claims something
» Benefits are limited

 The solution can be difficult to be found!




So...what is the purpose of
stakeholder strategy?

e Sustain superior profitability over the long run rather
than maximize it in the short term, besides being social
responsible:

 What happens if we seek for short-term profitability?

o Pressure the suppliers for better contracts only to the
company side (cutting costs).

o Underestimating the employees (through unfair salary
and work conditions)

o Underestimate the customers ( poor services, no

guarantee), etc.
o Incentive to misbehave (bribe, corruﬂbbn .. ), 4
F) fl :

o The company will probably be moré
ompetitors. But this businesSihtodsé

9 %‘ﬁi!“'&"’iii
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Case study: The shareholder
structure of ROHM

« ROHM makes and sells components
(semiconductors)

e |t's a jJapanese company

 Website: http://www.rohm.com

For embedded systems Bl
Chipset & Reference Board “~ » L.'®
for Intel* Atom™ . i 3

Processor
EB00 Series
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Set of stakeholders in ROHM

Customers

Business Partners

Employees

Shareholders (Investors)

Local Societies and Communities
Environment




How can value be created for
stakeholders?

The fims shows Its
commitment to each
stakeholder




Commitment to Customers

* High quality products and services

e Customers’ views and suggestions are
taken into consideration

o Safety of its products

* Product warranty




Commitment to

« Equitable and rational criteria
 Fair transactions for mutual prosperity
 Compliance with antitrust policies




Commitment to Employees

« ROHM strives to ensure a safe and
pleasant working environment, respect
human values and individuality, and
create a fair and appropriate workplace
where each employee may demonstrate
iIndividual Initiative.




Commitment to Shareholders and
Investors

e Steady return to both shareholders and
Investors

o Offers comprehensive and full financial
Information




Commitment to Local Societies
and Communities

 Exchange with each country and local
community
* Respect culture and different backgrounds




Consideration for the
Environment

« Approaches to the reduction of
greenhouse gas emissions
e Consideration for water and air

e Actions taken for environmental load
substances




Summary of Stakeholder

o Stakeholder is any individual or group
who are affected directly or indirectly by
an organization and its activities;

e The set of stakeholders depends on the
business and the environment (case
study);

o Stakeholder Strategy Is all about

managing the trade-offs v\,th the,
purpose to be S.R. ang seék
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Thanks for your attention!

Any question?



