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ABSTRACT

Stakeholder theory has increasingly become an area of academic and management
research. Every organisation has different stakeholders, upon which organisational
outcomes are dependent on managerial decision making regarding the multiple
relationships that exist, the various options and resources available to them, and the
influence that corporate reputation has on the managers’ response to any given
stakeholder claim. The purpose of this research is to offer a greater understanding of
how executive managers of an emerging market company strategically identify and

manage their stakeholders and consequently, the reputation of the firm.

Various streams of literature were supported by the findings of the research
conducted. This included the descriptive, instrumental, and normative aspects of
managers’ behaviours and traits; stakeholder coalitions; and reciprocity. Areas of
conflicting evidence stemming from the research included the classification of
stakeholders through primary and secondary groups; stakeholder attributes of power
and urgency; and “dangerous stakeholders” within stakeholder salience. There is a
gap in the literature involving the effect of corporate reputation with regards to

management salience and prioritising stakeholder demands.

Sixteen semi-structured in-depth interviews were executed in a leading South African
paint manufacturing company that forms part of a large global organisation. The
respondents consisted of eight executive managers of the company, each from a
different functional area, and eight stakeholders of the company comprising
employees, suppliers, and customers. As a leading company within their industry,
they frequently experience claims of various natures which the directors deal with on
a regular basis, many of which have the potential to harm the corporate reputation.

Real life cases are transcribed and reflected upon within this research report.

The research findings show that the company’s corporate reputation has a direct
influence on how managers prioritize and attend to stakeholder claims, mainly based
on legitimacy as a core attribute. Furthermore, that managers identify their
stakeholders differently to what the literature proposes, and that there are more

learnings to be taken from reciprocity in stakeholder relationships.
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CHAPTER 1: INTRODUCTION

1.1 PURPOSE OF THE STUDY

The purpose of this research is to establish how managers in a South African (SA)
organisation prioritize different stakeholder demands that impact on corporate

reputation.

There has been a multitude of academic writings regarding stakeholder theory, from
which the various models and definitions have been developed. There has not been
a consensus reached on a single theory or model that illustrates the stakeholder
concept itself, or the pressure management and stakeholders influence on one
another, or stakeholder identification. Academic writings suggest there are
shortcomings of the theoretical aspects within the framework of stakeholder theory,

and that stakeholder theory has not yet been fully developed.

1.2 CONTEXT OF THE STUDY

South Africa is an emerging market and is one of the BRICS countries (Brazil;
Russia; India; China; and South Africa), all of which are seen as developing
countries or newly industrialized countries that have shown, or have potential to
show, reasonable economic growth. According to Nakata and Sivakumar (1997),
South Africa, as an emerging market, qualifies with the characteristics that describe
emerging markets. Emerging markets are attractive to global organisations and
investors for the following reasons: firms with strong global reputations penetrate
more easily through existing knowledge of consumers; developed markets are
mature and showing little growth; and the rising strength of emerging economies
(Nakata & Sivakumar, 1997). Commonalities in emerging markets include basic
needs for development relating to food, water, housing, health, education, human
rights, gender equality, and democracy (Nakata & Sivakumar, 1997; Dopers &
Halme, 2009). One of the key South African characteristics that impacts stakeholder
demands is the Broad-Based Black Economic Empowerment (BBBEE) legislative
framework that forces SA managers to consider when dealing with stakeholders
(Esser & Dekker, 2008).
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The concept that organisations have stakeholders has increasingly become an area
of academic and management research, citations in Freeman (1984) “Strategic
Management: A Stakeholder Approach” has encouraged interest and research in
stakeholder theory in the literature (Donaldson & Preston, 1995; Rowley, 1997;
Frooman, 1999; Steurer, 2006; Mainardes, Alves & Raposo, 2011; Hult, Mena,
Ferrell & Ferrell, 2011).

Freeman (1984, p.46) defines a stakeholder as “any group or individual who can
affect or is affected by the achievement of the firm’s objectives” (Donaldson &
Preston, 1995; Rowley, 1997; Jones & Wicks 1999; Jenson, 2001; Pesqueux &
Damak-Ayadi, 2005; Mainardes et al. 2011).

Every organisation has different stakeholders, and possible organisational outcomes
are dependent on managerial decision-making regarding these multiple relationships.
Clarkson (1995) shows that stakeholders can be divided into primary and secondary

stakeholders.

Mitchell, Agle and Wood (1997) state that what is needed is a theory that can reliably
identify stakeholders and separate them from non-stakeholders. They looked at who
or what the firm’s stakeholders are and the descriptive characteristics of who or what
do managers focus on as explained by Donaldson and Preston (1995), and
incorporated the bases in their “stakeholder salience” model. In their article, Mitchell
et al. (1997, p.869) define stakeholder salience as “the degree to which managers
give priority to competing stakeholder claims”, and they believe it means more than
guestioning stakeholder identification. They explain further that the stakeholder
relationship dynamics engage complex considerations that are not explained in the
present stakeholder framework. Within their stakeholder salience model, Mitchell et
al. (1997) propose identifying stakeholders by classifying them by their recognized
possession of some or all of following attributes: power, legitimacy, and urgency,
further to which they propose a theory of stakeholder salience. Because of the
increasing complexity in business, Mainardes et al. (2011) noted that managers
should respond by considering the interests of the stakeholders when making
strategic decisions. In addition, the term stakeholder has been highly publicized in all
organisation types and media, yet there is minimal evidence proving a clear

understanding by these parties of what a stakeholder is (Mainardes et al. 2011).
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Mainardes et al. (2011) stated that the work of only five different authors contained
66 different views for the term “stakeholder”, however even though the term is
defined differently by each researcher, a similar principle applies whereby
companies should consider the needs, influences, interests of those who could be

influenced by the company’s decisions or policies.

Corporate reputation is viewed as how stakeholders evaluate a firm over time, and
develops through the experiences that stakeholders have encountered with the firm,
and the stakeholders’ exposure to various forms of communication and symbolism
that make available information about the firm’s actions and that of competitors
(Gotsi & Wilson, 1999; Bick, Jacobson & Abratt, 2003). The role that employees play
within organisations is important regarding exposure to stakeholders, especially from

a sales and marketing perspective regarding customer contact (Bick et al., 2003).

In light of the information stated, it seems clear that there are mixed interpretations of
stakeholder theory and the components thereof, specifically, the theories displayed
do not show their effects on corporate reputation in an emerging market.

1.3 PROBLEM STATEMENT

1.3.1 Main problem

The purpose of the research is to establish how managers prioritise different
stakeholder demands in a South African corporate organisation to create a clear

understanding of the impact through corporate reputation.

1.3.2 Sub-Problems

The first sub-problem is to identify who the stakeholders are in the company and

what stakeholder attributes of power, legitimacy, and urgency they possess.

The second sub-problem is to establish how the executive managers of the company

manage corporate reputation when prioritising stakeholder demands, and whether
the stakeholder manager relationships are aligned with the concept of stakeholder

salience or not.
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1.4 SIGNIFICANCE OF THE STUDY

According to Clarkson (1995), models and frameworks assist in explaining theories,
concepts, and constructs, and there is a need to establish the validity of a model,
therefore further research is important. Laplume et al. (2008) are encouraging more
gualitative research regarding stakeholder theory such as demonstrated by Winn
(2001) and Parent and Deephouse (2007) which utilize interviews, direct observation,
and secondary data. They feel the advantages offered by qualitative research
include a richer understanding of cognisance and discourse via analysis and
information that quantitative methods are unable to provide, and the ability to
expedite the understanding of what motivates behaviours and actions instead of
proposing interpretations of researchers that lack observed behaviour. Laplume et al.
(2008) promote the use of secondary data to assist in the comprehension of
processes, and create evidence by cross validating data from various stakeholders.
With the expanding interest displayed in stakeholder theory, the limited consensus
reached between various theories relating to stakeholder theory, and the
shortcomings of the theoretical aspects within the framework of stakeholder theory;
this study establishes how stakeholder theory is practiced by a large corporate
company in an emerging market environment as it influences the firm’s corporate
reputation. The significance of this study is the empirical value added to stakeholder

theory by testing the theory within an organisation in an emerging market.

The company chosen for the research is one of the leading paint manufacturing
companies in South Africa and sub-Saharan Africa. One of the world’s largest
decorative paint organisations owns the company. In South Africa it deals with a
wide variety of stakeholders: business to business customers (including export
customers across Africa), consumers, local and offshore suppliers, employees, inter-
company global reporting structures, global shareholders, government authorities,
media, social welfare, green federations, trade associations, and many competitors.
The benefits of this study show a greater understanding of how executive managers
of a large company strategically manage stakeholders and consequently the

reputation of the firm.
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1.5 DELIMITATIONS OF THE STUDY

A single large South African company was studied, who manufacture paint and form

part of the largest global company within that industry. The managers are exposed to

a variety of stakeholders from a global reporting level, to an emerging market level.

Eight executive managers from the company were interviewed, as well as eight key

internal and external stakeholders of the company.

1.6 DEFINITION OF TERMS

CONSTRUCT DEFINITION SOURCES
Any group or individual who can affect,
Stakeholder or is affected by, the achievement of the | Freeman (1984)
firm’s objectives
Salience The extent to which managers prioritise Mitchell et al. (1997)
competing stakeholder demands
Descriptive How firms interact with and manage Donaldson and Preston
b stakeholders (1995)
Instrumental Shows how to achieve company goals Donaldson and Preston
through managing stakeholders (1995)
. How firms should treat stakeholders Donaldson and Preston
Normative . L
using moral guidelines (1995)
A relationship among parties whereby
Power one party can get another part to qlo_ Mitchell et al. (1997)
something they would have not originally
intended to do
An assumption that an entity's actions
Legitimacy are desirable, applicable, and socially Mitchell et al. (1997)
accepted
Urgency The extent to which stakeholder claims Mitchell et al. (1997)

require immediate attention

Table 1: Definition of Terms
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1.7 ASSUMPTIONS

e The executive managers and selected key company stakeholders are
adequately skilled to understand the area of research and have the ability to
clearly articulate answers to the questions presented to them.

e The respondents have sufficient experience within their organisation to
adequately represent their organisation in their responses.

e Responses from respondents are without bias and are truthful.

e Each stakeholder attribute can change for any entity or relationship and is
therefore a variable.
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CHAPTER 2: LITERATURE REVIEW

2.1 INTRODUCTION

The following literature review identified various concepts related to stakeholder
theory, and the different perceptions of how managers prioritise varying stakeholder
demands. The literature highlighted the shortcomings of the theoretical and practical
aspects within the framework of stakeholder theory and explained the characteristics
of corporate reputation. The first part of this review discussed the background of the
stakeholder concept and definitions. The second part illustrated various academic
theories and principles involving who stakeholders are. The third part explained
corporate reputation in relation to stakeholders, and detailed the “stakeholder
salience” model by Mitchell et al. (1997), proposing how managers prioritise
stakeholder relationships and predictions of managerial behaviour related to

stakeholder class.

2.2 BACKGROUND DISCUSSION AND DEFINITIONS

It has become commonly noted in academic and professional literature that
organisations have stakeholders (Donalson & Preston, 1995). There is a consensus
amongst academics that Freeman (1984) was at the forefront of stakeholder theory
with his stakeholder theory concepts (Donaldson & Preston, 1995; Clarkson, 1995;
Rowley, 1997; Mitchell et al., 1997; Agle, Mitchell and Sonnenfeld, 1999; Frooman,
1999; Jones & Wicks 1999; Gibson, 2000; Jenson, 2001; Friedman & Miles, 2002;
Pesqueux & Damak-Ayadi, 2005; Steurer, 2006; Gregory, 2007; Hult et al. 2011,
Mainardes et al. 2011). According to Mainardes et al. (2011), stakeholder theory has
gained momentum with various works by Clarkson (1995), Donaldson & Preston
(1995), Mitchell et al. (1997), Rowley (1997), and Frooman (1999), which has
evolved and enabled improved insight into the theory, and become a management
tool used by many market related organisations. They noted that stakeholder theory
remains a relatively recent and evolving subject in the management field, creating

debates in the academic literature, and has not been completely developed.

According to Rowley (1997), the common objectives in researching stakeholders are

to identify who the organisation’s stakeholders are, how they influence the
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organisation, and how the organisations or management respond to these influences.
Mitchell et al. (1997) stated that stakeholder theory poses questions regarding which
stakeholder groups deserve or depend on management attention, and which do not.
Mitchell et al. (1997) state that there is fair agreement on general thoughts as to who
gualifies as potential or actual stakeholders, they include persons; neighborhoods;
institutions; groups; organisations; society; and the environment. They note various
definitions are evident, such as Freeman and Reed (1983, p.91) “an individual or
group who can affect the achievement of an organisation’s objectives or who is
affected by the achievement of an organisation’s objectives”; Alkhafaji (1989, p.36)
“groups to whom the corporation is responsible”; Thomson, Wartic and Smith (1991,
p.209) defining stakeholders as groups “in relationship with an organisation”. Mitchell
et al. (1997) argue that definitions entailing relationships, contracts, or transactions
need a give-and-take effect which is lacking in the “stake” concept of “can affect or is
affected by” as seen in the Freeman (1984) definition. They further state that those
who have no affect, or are not affected by the firm, have no stake. Hill and Jones
(1992, p.133) define stakeholders as “constituents who have a legitimate claim on
the firm”, while Carroll (1993) states that by virtue of legitimacy; groups or individuals
can be considered as stakeholders, of which the legitimacy could include power.
Jenson (2001) interprets stakeholder theory as stating that managers should make
decisions by accounting for the interests of all stakeholders in the organisation, and
discusses whether or not organisations should maximize value. Mainardes et al.
(2011) clarify that although the term “stakeholder” is widely used in business, media,
and government, many who use the term lack the provision of evidence for their
understanding of what a stakeholder actually is. They relate the concept to academic
circles with many definitions proposed, yet there has never been a single definitive
generally accepted definition. They do note that there are similarities within the
definitions whereby organisations should consider the needs, interests, and
influences of individuals or groups who affect, or can be impacted by, the
organisations’ decisions and actions. Strategically, the concept of stakeholder
management encourages firms to consider the impact on stakeholders through their
actions and decision making (Fassin, 2012). The definition used as a guide for this
study is by Freeman (1984, p.46) defining stakeholders as “any group or individual

who can affect or is affected by the achievement of the organisation’s objectives”.
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2.3 IDENTIFYING LEGITIMATE STAKEHOLDERS

The logic behind stakeholder theory is dependent upon assumptions that describe
the relationship between an organisation and it's environment, these assumptions
are that organisations have relationships with various stakeholders; companies are
run by top managers that make strategic decisions affecting stakeholders; competing
interests between organisations and stakeholders can result in conflict; and
organisations compete in markets that tend to navigate towards equilibrium (Hult et
al. 2011).

According to Mitchell et al. (1997, p. 853), as descriptive as the concept of
stakeholders is, there is limited consensus as to what Freeman (1984) calls “The
principle of Who or What Really Counts”, to which Mitchell et al. (1997, p. 855)
explain as “who (or what) are the stakeholders of the firm? And to whom (or what) do

managers pay attention?”

The following section focuses on the stakeholders, to understand the theory behind

the first part of the question, the “who (or what) are the stakeholders of the firm?”

2.3.1 Who (or what) stakeholders are

Although Freeman (1984, p. 46) defines stakeholders as “any group or individual
who can affect or is affected by the achievement of the organisation’s objectives”,
Clarkson (1995, p. 106) identifies stakeholders as “persons or groups that have, or
claim, ownership, rights, or interests in a corporation and its activities, past, present,
or future”. These claims stem from dealings with the firm or organisation activities,
and stakeholders with similar interests can be grouped together (Clarkson 1995).
Using this concept, Clarkson (1995) classified stakeholders into primary and

secondary stakeholder groups:

2.3.1.1 Primary Stakeholders
Primary stakeholders are defined by Clarkson (1995, p.106) as “one without whose

continuing participation the corporation cannot survive as a going concern”. These

groups mainly include shareholders, employees, customers, and suppliers, and the
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public sector: the governments and communities that afford infrastructure, regulate
organisational activity, and enforce taxes. The organisation and the primary
stakeholders are highly dependent on one another. Clarkson (1995) further
addresses the importance of managers to create value for each stakeholder group to
ensure the continued relationship and stakeholder retention. Mitchell et al. (1997)
state that these groups of stakeholders possess power that influences managerial
decisions. Due to the contractual relationships firms have with primary stakeholders,
they are highly visible: choices, opportunities, decisions, and the valuation of their
demands are required by firms (Hult et al. 2011). Fassin (2012) notes that primary

stakeholders enjoy a direct and contractual relationship with the firm.

Customers: According to Webster (1992), customer relationships are one of the
firm’s most important assets, and organisations should take a long-term view
considering innovation, quality, and service. Customer orientation is explained by
Deshpandé, Farley and Webster (1993) as the set of principles that puts the
customer’s interests first, while still including all other stakeholders such as
shareholders, managers, and employees, in order to develop a sustainable profitable

enterprise.

Employees: If companies employ a diverse workforce as a stakeholder group, it can
benefit from expanding its markets through relating to a broader customer base and
improve productivity (Berman, Wicks, Kotha & Jones, 1999). The successful
management of employee relations by organisations can lead to reward, improved
performance, and competitive advantage (Berman et al. 1999). A company’s
success is driven through their employees, and how customers and employees
identify with each other, impacts on service levels, customer willingness to pay,

satisfaction, and ultimately improve company performance (Hult et al. 2011).

Shareholders: Day and Fahey (1988) state that organisations have an obligation to

shareholders of maximizing wealth, and that shareholders invest in companies
expecting returns for their investments that are greater than alternative options with
minimized risks. Companies should be accountable for their actions, as these
contribute to shareholder value (Srivastava, Shervani & Fahey, 1998). Maximizing
returns to shareholders at the expense of other primary stakeholder groups is no

longer an option for management; they are now accountable for corporate
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responsibilities for all primary stakeholders (Clarkson, 1995).

Suppliers: A firm and its supplier relationships are critical to the firm’s performance;
conflict can affect the firm’s performance and satisfaction negatively (Hult et al.
2011). When the firm-supplier relationship involves collaborative communication, the
supplier understands the firm’s needs and enables commitment towards the firm,

which, in turn, improves the supplier performance (Hult et al. 2011).

Government and Communities: Organisations that ignore community and social

interests risk losing consumer support, which could result in boycotts, thereby
negatively affecting the firm’s reputation and performance (Garrett, 1987). Bloch
(1995) stated that regulators imposing restrictions could affect marketing activities,
causing additional costs through adherence, and so marketing strategies are
adjusted accordingly. Increased pressure through regulation from government forces
organisations to become more proactive when developing strategies to remain
competitive and successful (Hult et al. 2011). In South Africa, the Broad-Based Black
Economic Empowerment Act 53 of 2003 (BBBEE) has compelled companies to view
certain stakeholders differently (Esser & Dekker, 2008). They note that the act
serves to promote social investment through corporate social responsibility and
community empowerment, and to correct racial imbalances stemming from the
discriminatory apartheid history in South Africa. Section 9 (2) of the Constitution
specifically addresses the legislation designed to advance or protect people
disadvantaged by previous discrimination (Esser & Dekker, 2008), and new pressure

was applied to companies to commit to black economic empowerment due the act.

2.3.1.2 Secondary Stakeholders

Clarkson (1995, p.107) defines Secondary stakeholders as “those who influence or
affect, or are influenced or affected by, the corporation, but they are not engaged in
transactions with the corporation and are not essential for its survival’. Secondary
stakeholder groups include competition, media, trade associations, and support
groups (special interest). Although these groups have no contract or authority with
the firm, and the firm is not dependent upon these groups for their survival, they can

cause significant disruption to the firm (Clarkson, 1995).
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Winn (2001, p.137) argues that theoretically shared interests join groups of
individuals which constitute stakeholder groups, the problem is that stakeholder
groups have subgroups and persons who both have varying interests and support
multiple roles, where “individuals wear different hats at different times”. Furthermore,
Winn (2001) believes there is value by assessing empirically how stakeholders and
managers interact to determine what constitutes stakeholder groups. The dispute of
deciding which groups are eligible to be included in the stakeholder concept is
revised by Tullberg (2013), who agrees that to have a stake in an organisation is a
reasonable demand for being a stakeholder, and further suggests that the concept of
having a stake within a company should be recognized as contributing an input to
the company, and being part of its output - thereby a reciprocal link is present.
Fassin (2012) states little has been written about reciprocity in stakeholder
relationships, and that the reciprocal nature of responsibility has been overlooked in
stakeholder theory. Tullberg (2013) suggests that stakeholders be differentiated by
“‘influences” (powerful and important to the firm) and “claimants” (less powerful and
vulnerable to the firm’s actions), and agrees with Kaler (2002) that a narrow
definition should exclude “influences” and only include “qualified claimants” (those
that could exert power over the firm but lack a strong connection), upon which
Tullberg (2013) suggests the exclusion of competitors, NGO’s, and media. Tullberg
(2013) agrees almost everyone can be indirectly affected by a firm, but considers
this insufficient without making a contribution or having a role in the firm. This narrow
view of who the stakeholders are includes: shareholders, customers, employees,
suppliers, at times the community, and managers, due to the controversy
surrounding self-interest (Tullberg, 2013).

2.3.2 Stakeholder attributes

Mitchell et al. (1997) question if an organisation and stakeholders have a relationship,
what could be the nature of that relationship? They state that various definitions
show how the firm is dependent on the stakeholder for survival, or how the
stakeholder is dependent on the firm, some include contractual relationships, power-
dependence relationships, and a legal or moral right, or an interest. Influencing
groups with power over the company could upset operations to a point where

legitimate claims would be disregarded; hence the firm’s survival would be at risk.
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Power and legitimacy are therefore core attributes of identifying stakeholders
(Mitchell et al. 1997). They explain further how power and legitimacy interact, and
when urgency is included, how stakeholder behaviours influence the firm. Mitchell et
al. (1997, p. 872) suggest that to understand “the principle of Who and What Really
Counts”, stakeholder relationships should be evaluated in terms of the attributes of
power, legitimacy, and urgency; to which managers perceive stakeholders on those

attributes and the stakeholders become salient to the managers.

2.3.2.1 Power

According to Mitchell et al. (1997), power is a relationship among parties whereby
one party can get another party to do something they would have not originally
intended to do. Due to its nature, power is a variable and not a stable state, and is

therefore temporary: it can be gained or lost.

2.3.2.2 Legitimacy

Legitimacy refers to socially accepted norms and behaviours and is integrated with
power when society evaluates relationships, legitimacy is an assumption that an
entity's actions are desirable, applicable, and socially accepted (Mitchell et al.
(1997). They explain that if a firm has a legitimate standing in society, or a
stakeholder has a legitimate claim on a firm, if it does not have power to enforce its
will or a perceived urgent claim, they would not fall within a manager’s salience.
From a disclosure perspective, Szwajkowski (2000) states that managers should
understand what stakeholders want and need to know, and stakeholders who

demand disclosure but are unwilling to disclose themselves will lose legitimacy.

2.3.2.3 Urgency

Urgency refers to the extent to which stakeholder claims require immediate attention,
and Mitchell et al. (1997) believe that it exists only when two conditions are
encountered: firstly when a claim is of a time sensitive nature, and secondly when

the claim is significant to the stakeholder.

Neville, Bell and Whitwell (2011) argue that urgency as an attribute is a relevant

component of prioritization regarding stakeholder salience, but not in identifying
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stakeholders as it is the urgency of the claim, not the stakeholder, that is relevant.
They further argue that legitimacy needs to be reassessed as it appears to be vague
in that it should be interpreted morally, and distinguished between the positions of
pragmatic and moral legitimacy. Building on Eesley and Lenox’s (2006) view, Neville
et al. (2011) argue that the moral legitimacy of the claim is what is relevant to
stakeholder salience, and when researching empirical measures of pragmatic
legitimacy, they were unable to find a measure. They argue that powerful but
illegitimate stakeholders are “derivatively” legitimate because of their ability to affect

other legitimate stakeholders.

Frooman (1999) states that there is controversy surrounding the importance of
legitimacy as a stakeholder attribute. The study by Agle et al. (1999) confirms that in
the minds of Chief Executive Officers (CEOS), the stakeholder attributes of power,
legitimacy, and urgency relate to the writings of Mitchell et al. (1997), they found
urgency best predicted executive responses, and that shareholders, customers, and
employees were viewed as the most important stakeholders. Friedman and Miles
(2002) agree with Mitchell et al. (1997) regarding who or what are the stakeholders
of the firm, but argue that they did not include the dynamics of the organisation or
stakeholder relation. Hult et al. (2011) explain the identification of stakeholders
through possessing a minimum of one of the three stakeholder attributes as
presented by Mitchell et al. (1997), and refer to categorizing stakeholders, as
depicted earlier by Clarkson (1995), within primary and secondary groups.

The first research question developed is therefore:

Who are the firm’s stakeholders and what stakeholder attributes of power,
legitimacy, and urgency do they possess?

2.4 HOW MANAGERS PRIOROTIZE STAKEHOLDER DEMANDS

2.4.1 Aspects of Stakeholder Theory

Stakeholder management and theory is explained by different authors in various
ways, and is either supported or argued with different or contradictory evidence
(Donaldson & Preston, 1995). Analysing who the stakeholders are, what their
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interests are, and how they act is important to organisations today to ensure
organisational survival (Hill & Jones, 1998). According to Clement (2005),
organisations are facing increased pressure from various stakeholders in terms of
their demands, and are constantly interacting with the organisations. There are three
pressures presented by Waddock, Bodwell and Graves (2002): the pressure of
improved social investment and environmental control; employee attitudes of where
to work; and the trend of customers who prefer to purchase from responsible firms.
Clement (2005) suggests that responsible firms are governed by executive directors
who embed a culture of ethical practices, lead the way themselves, and reward
employees for engaging in ethical practices. The stakeholders may provide the firms
with resources or contributions but also require their needs or interests to be met
(Mainardes et al., 2011).

A distinction is made between normative, derivative, dangerous or dormant
stakeholders by Phillips (2003), where:

Normative stakeholders are those that a firm has a moral obligation to uphold, of
fairness and ethics. Derivative stakeholders can benefit or cause harm to the firm,
but the firm has no moral obligation to the stakeholders, and can include
competitors, the media, and activists. Philips (2003) states that dangerous or
dormant stakeholders have the ability to cause harm to the firm.

Donaldson and Preston (1995) note that managerial decision-making is a core
function of stakeholder theory, and that multiple theories need to be considered.
They explain three approaches to stakeholder theory: normative, descriptive, and

instrumental.

2.4.1.1 Descriptive approach

Donaldson and Preston (1995) clarify that descriptive theory is used to describe and
explain specific behaviours and traits of the organisation. This entails the nature of
the organisation; managerial thoughts and behaviours; executive interests; and how
the organisations are managed. They suggest that evidence shows that many
managers practice stakeholder management, many of whom believe it is unethical to

solely focus on shareholder value without considering other stakeholder's needs.
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Fassin (2012) notes that from a descriptive standpoint, some stakeholders will

display some degree of reciprocal behaviour.

2.4.1.2 Instrumental approach

The instrumental approach, used with descriptive data, identifies the links between
stakeholder management and achieving traditional corporate objectives of prosperity.
Donaldson and Preston (1995) state that studies have shown that adherence to
stakeholder principles and practices by managers, achieve these corporate
performance objectives, and competitive advantage. They articulate that the
instrumental approach is somewhat hypothetical by explaining that if the organisation
plans to achieve a certain objective, they would have to adopt certain principles and
practices regarding managing stakeholders. Jones (1995) notes that the instrumental
approach shows what could transpire if organisations behave in a certain manner,
this theory further predicts that if companies can relate to their stakeholders and
develop trust and collaboration, they will benefit from competitive advantage over
those firms that behave differently. Fassin (2012) states that from an instrumental
perspective, an organisation’s fair treatment of its stakeholders will lead to some

form of positive reciprocity by its stakeholders.

2.4.1.3 Normative approach

Donaldson and Preston (1995) explain normative theory as interpreting how a
corporation functions through the corporation’s moral guidelines via management.
Jones and Wicks (1999) state that one of the core aspects of the normative
approach is that organisations should not only consider the needs of shareholders,
but the needs of other stakeholders. Hult et al. (2011) note that the normative
approach conveys the firm’s intention, and how it should act responsibly regarding
processes and society, which relates to ethical obligations. Fassin (2012) believes
that from a normative outlook, there is no obligation by stakeholders to offer
reciprocity because philosophically this is practiced as good management and
conviction. The approach to stakeholder management by Fassin (2012) is based on
normative bases due to reciprocity and stakeholder responsibility to the firm,
because other stakeholders fall within the ethical category of stakeholder theory.

Hasnas (2013) believes that the central normative inferences of stakeholder theory
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are that managers do not have limited fiduciary duty to any single stakeholder group,
but their role is to create value for all primary stakeholders who themselves influence

managerial decisions that establish how the firm endeavours to create value.

Normativel

Instrumental@

Descriptiveld

Figure 1: Three Aspects of Stakeholder Theory (Donaldson & Preston, 1995,
p.74)

With reference to figure 1, according to Donaldson and Preston (1995), who view the
three aspects of stakeholder theory as integrated within each other. The descriptive
aspect is seen as the outer shell and represents the relationships organisations are
exposed to in the external world. The instrumental aspect in the second level
supports the descriptive accuracy by offering predictive value, whereby particular
actions establish particular results. The normative aspect is the core of the theory,
whereby the theory’s descriptive accuracy presumes that managers act with the
notion that all stakeholders’ interests have inherent value. Donaldson and Preston
(1995) believe that stakeholder management has an ultimate normative base

through recognising the fundamental moral values and obligations.

Jones and Wicks (1999) believe that none of the emerging forms of stakeholder
theory are complete without the others, and propose a “convergent” stakeholder
theory, which incorporates the normative and instrumental aspects of the theory.
They believe there should be no acute distinctions between the normative,
instrumental, and descriptive theories. Jones and Wicks (1999) state that evidence
could be gathered opposing descriptive theories that prove managers do not behave
as if stakeholders have valid claims against firms, and that the descriptive aspect
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should be put aside. They believe that instrumental theory without the moral specific
normative foundation disrupts the bases of stakeholder theory. Donaldson (1999)
responded by stating that although the effort by Jones and Wicks (1999) is critical in
growing the literature on stakeholder theory, he remains positive that the descriptive
component will be sustainable. Freeman, et al. (2010) argues that we cannot
completely distinguish between the three branches of stakeholder theory, as they all

have elements of one another entrenched within them.

Frooman (1999) assessed stakeholder theory from the stakeholder’s perspective,
and their influencing strategies on firms. He believes for a firm trying to manage its
stakeholders; it would be useful to the firm for stakeholder theory to provide insight
as to how stakeholders try to manage a firm. Rowley (1997) suggests that there is a
network of relationships within stakeholder groups whereby multiple and direct
relationships exist with the firm and each other, this offers the opportunity for these
stakeholders to easily form coalitions creating more power and greater effectiveness
of action against the firm. Waddock (2004) argues that stakeholder theory mainly
conveys how stakeholders should be managed by firms as though they are internal
processes or employees, this becomes problematic for stakeholders attempting to
influence the firms, and not be dominated by firms, she further recognizes that the
mutuality of relationships are not fully considered. Frooman (1999) identifies two
general ways of controlling a firm: deciding whether or not a firm gets the resources
it requires, and if the firm can use the required resources appropriately. Frooman

explains these two strategies as withholding and usage strategies:

Withholding strategies: by a stakeholder translates to whether or not a stakeholder

chooses to withhold or allocate its resource, the stakeholder has the power to refuse

or withdraw its resource.

Usage_strategies: refer to stakeholders continuing to supply a resource, but with

conditions attached.

In both cases, the stakeholder leverages its power to change the firm’s behaviour,
further to which from the firm’s perspective, in both strategies, the stakeholders exert
power over the firm to satisfy their demands (Steurer, 2006; Peloza & Papania, 2008;
Mainardes et al., 2011; Hult et al.,, 2011; Fassin, 2012). The responsibility of

stakeholders towards firms has been neglected in stakeholder research, where the
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theory has been more focused towards the responsibility of the firm to its
stakeholders (Fassin, 2012), without showing that stakeholders can also affect the
firm. Fassin (2012) states that ethics and moral actions work both ways, the
stakeholders also have a contractual or loyal obligation to fulfill, and at times they do

not adhere to their responsibilities.

2.4.2 Prioritising stakeholder demands

Referring to Mitchell et al. (1997, p. 855), questioning, “who (or what) are the
stakeholders of the firm? And to whom (or what) do managers pay attention?” Since
the normative aspect of “who (or what)” has been reviewed, the focus of this section
is on the second part of the question: “to whom (or what) do managers pay
attention?” The second part of the question as viewed by Mitchell et al. (1997, p. 864)
is “a descriptive aspect of stakeholder salience”. Stakeholder salience is defined as
“the degree to which managers give priority to competing stakeholder claims”
(Mitchell et al. 1997, p. 878).

2.4.2.1 The role of managers

According to Balmer and Greyser (2006), the concern with varying exchange
relationships with multiple stakeholder networks and groups is a core attribute of
corporate marketing. Szwajkowski (2000) clarifies that most stakeholders are people
who are not always right, and that managing stakeholder matters is not meeting
every demand or acting on every demand, because each stakeholder operates
within their own environment as an open system that keeps them in line. Mitchell et
al. (1997) note that managers have limited resources to attend to all stakeholder
demands at the same time, and are influenced by players that control much needed
resources and have the attention of managers. Hill and Jones (1992) state that
managers are responsible for resolving conflicting interests by strategically deciding
on, and allocating resources that are most coherent with the claims of the other
stakeholder groups. Although Mitchell et al. (1997) proposed that stakeholders could
be identified due to their possession of power, legitimacy, and urgency relative to the
firm, their view is that it is the management of the firm who establish which
stakeholders are “salient” and therefore receive attention. Although stakeholders can

be identified based on attributes, managers may (or may not) perceive their power,

29



legitimacy, or urgency in the same manner. Those stakeholders gaining
management attention could be perceived by managers as highly salient (Mitchell et
al. 1997). They therefore propose that manager perceptions of a stakeholder's
attribute are important to how the manager views the stakeholder salience.

2.4.2.2 Stakeholder classes

Mitchell et al. (1997) argue: firstly, that managers pay varied attention to certain
stakeholders to achieve a result, secondly, the manager’s perceptions play a
decisive role in stakeholder salience, and thirdly that various stakeholder classes

could be identified based on their possession of power, legitimacy, and urgency.

POWER

1 LEGITIMACY

Dormant
Stakeholder

4
Dominant
Stakeholder;

5
Dangerous
Stakeholder

2
Discretionary
Stakeholder

Definitive
Stakeholdey,

6
Dependent
Stakeholder

3
Demanding
Stakeholder

8
Nonstakeholder

URGENCY
Figure 2: Stakeholder Typology: One, Two, or Three Attributes Present
(Mitchell et al. 1997, p.874)

Figure 2 from Mitchell et al. (1997) shows seven types of stakeholder classes based
on one, two, or all three of the stakeholder attributes. The stakeholder classes

explained by Mitchell et al. (1999) are as follows:

Latent Stakeholders:

Referring to figure 2, low salience classes: termed “latent” stakeholders are areas 1,

2 and 3. These stakeholders possess only one of the three attributes.

Mitchell et al. (1997) explain that firms with limited resources cause managers to pay

little attention to these stakeholders.
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Dormant stakeholders possess power and can impose their will on the firm, but
without a legitimate or urgent claim the power remains dormant. Their salience will

increase with managers if they acquire a second attribute.

Discretionary stakeholders have legitimacy, but without power or urgency
managers can choose not to engage with them, the salience would be purely
discretionary, such as non-profit organisations requesting financial assistance from a

manager.

Demanding stakeholders have urgent claims but do not have power or legitimacy,
when they are unable or reluctant to acquire power or legitimacy for their claim to

become more salient, their claim is insufficient for manager attention.

Expectant stakeholders:

Moderate salient classes: possess two of the attributes and are termed “expectant”
stakeholders because they expect something, they are represented within areas 4, 5,
and 6 of figure 2. Mitchell et al. (1997) explain when combining two attributes the
stakeholder moves towards an active claim; the firm’s response increases

accordingly resulting in a higher level of managerial engagement.

Dominant stakeholders hold both power and legitimacy, which assures influence
on the firm. Mitchell et al. (1999) state that they may never act on their claims, but
these stakeholders are important to managers, and offer examples such as board

members, noteworthy creditors, community leaders, employees, and investors.

Dependent stakeholders do not have power, but have urgent and legitimate claims.
They “depend” on either other stakeholders or the firm’s managers for the power
required in exercising their claim. Mitchell et al. (1999) state that internal
management values play a role regarding these stakeholders.

Dangerous stakeholders lack legitimacy, but have power and urgency; Mitchell et
al. (1999) show that the stakeholder could be intimidating or aggressive thereby

being “dangerous”. They give examples of wildcat strikes, sabotage, and terrorism.
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Definitive stakeholders:

Highly salient classes (definitive): fall into area 7 as represented in figure 2, and

possess all three attributes.

Mitchell et al. (1997) propose stakeholder salience will be high where all three of the
stakeholder attributes - power, legitimacy, and urgency - are perceived by managers
to be present. Any stakeholder that possesses power and legitimacy would already
be within a firm’s dominant relationship. When this type of stakeholder's claim
becomes urgent, they state that managers would give priority to the stakeholder’'s
claim. They state that the most likely occurrence is for a “dominant” stakeholder to
move into the “definitive” class. They explain further that if any expectant stakeholder

acquires their missing attribute, they will shift to the definitive class.

Further to their stakeholder salience model, Mitchell et al. (1997) request further
research into examining actual stakeholder-manager relationships. From a resource
based perspective, Hillman and Keim (2001) recommend researching the

understanding of stakeholder demands and how managers prioritize them.

Neville et al. (2011) identify and explain problems with Mitchell et al.’s (1997)
stakeholder salience framework:

2.4.2.3 A different view of stakeholder classes

urgency:

Eesley and Lenox (2006) believe that there is a distinction between the claim and the
stakeholder. Neville et al. (2011) argue that possessing urgency alone is insufficient
to grant stakeholder status, but urgency assists in prioritising stakeholder claims, and
if the claimant lacks the power to influence the firm or lacks a legitimate claim
against the firm, then managers will not consider them as stakeholders and there will
be no salience. Neville et al. (2011) note that some may argue that those that
possess urgency only could have the potential to possess power or legitimacy in the
future and would therefore remain in manager's minds, however they question
whether or not “potential” to access power or legitimacy should be classified with
“actual” possession of power or legitimacy. Parent and Deephouse (2007, p.2) define

power as being “the (potential) ability of stakeholders to impose their will”. Neville et
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al. (2011) argue that urgency alone is insufficient as an attribute for identifying
legitimate stakeholders, and that managers base their identification of stakeholders
on the stakeholder’s possession of power or legitimacy with their ability to affect the

firm.

Based on Mitchell et al.’'s (1997) stakeholder classes model, Neville et al. (2011)
revised a typology of stakeholder classes where “demanding stakeholders” (Mitchell
et al. 1997) are reclassified as “non-stakeholders”. The dotted lines show their view

of urgency not providing a foundation for identifying stakeholders:

Poweer Legitimacy

Ciarmant stakeholder
Discretionary stakeholder
Diominant stakeholder
Dangerous stakeholder
Dependent stakeholder
Definitive stakeholder
Man-stakeholder
Excluded from our model:
Demanding stakeholder

e A

Figure 3: Revised typology of stakeholder classes (Neville et al. 2011, p.363)

Legitimacy:

Neville et al. (2011) find between the legitimacy of the stakeholder and the legitimacy
of the claim there is a lack of difference and clarity, and moral legitimacy should have
been clarified as the attribute, and exclude pragmatic and cognitive legitimacy when
being defined. Neville et al. (2011) suggest that the stakeholder’s legitimacy is
secondary in nature, which enhances or reduces the assessments of the legitimacy
of the claim by the managers. When assessing the descriptive model of stakeholder
salience (i.e. what managers do) and that of the normative variant (i.e. what
managers should do), the manager’s focus should be on the legitimacy of the claim.
Neville et al. (2011) clarify this by explaining that it is the content of the claim more
than the legitimacy of the stakeholder themselves. In summary, they argue that if the
claim is normatively legitimate but the stakeholder is not, then the claim will still be

salient and attended to by the managers. This is because if the claim is morally
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legitimate, then it is the right thing to do for managers to attend to (and not because
of the impact on the firm), and other stakeholders could take up the cause and exert
pressure on the firm. Neville et al. (2011) dismiss pragmatic legitimacy as they find it
being related to the firm’s dependence on a particular stakeholder, which then brings
power into effect (the ability of stakeholders to withdraw, supply, or support
resources). Neville et al. (2011, p.369) revise a definition of legitimacy attribute as
“The moral legitimacy of a stakeholder’s claim is an assessment by managers of the
degree to which a claim exceeds a threshold of desirability or appropriateness within
some personally, organisationally, and socially constructed system of ethical norms,

value, beliefs and definitions”.

In summary, Neville et al. (2012) view legitimacy in stakeholder salience as moral
legitimacy. They state that legitimate claims deserve managerial attention because
of the manager’s views and attention of the benefits and rights being inherent within

the claim, and not due to the impact upon the organisation.

Degree of possession of the attributes:

Neville et al. (2011) see the interaction of the power, legitimacy, and urgency
attributes as a weakness, in that all three of the attributes possessed determines the
highest salience in that it could be more complex. They argue that power, moral
legitimacy, and urgency are evaluated on a range of levels, and not as dichotomous
variables. They view this as inaccurate and potentially harmful to the organisation,
and that the varying levels of each attribute is not captured within the framework.
Neville et al. (2011) argue that there is no differentiation between stakeholders with
varying levels of any single attribute, the stakeholders are simply all classified
accordingly: all stakeholders possessing power are all grouped together even though
some may be more powerful than others. They state that since organisational
resources are limited, managers should, in detail, assess stakeholder salience in
order to prioritise appropriately. From a legitimacy perspective, Neville et al. (2011)
note that legitimacy ranges from highly legitimate to illegitimate and that legitimacy
could be continuous, with this view they state that managers should identify different
degrees of moral legitimacy in terms of ethics, consequences, motivations, and
procedures. Further to the arguments presented by Neville et al. (2011, p.369), they

present a definition of stakeholder salience as “the prioritization of stakeholder
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claims by managers based on their perception of the degree of power of the
stakeholder and the degree of moral legitimacy and urgency of the claim”. They
reiterate that the incorrect assessment of salience with its attributes could result in
mismanaging stakeholders by managers, possibly causing financial and reputational
detriment to the organisation. Neville et al. (2011) suggest further research adopts a
more realistic or critical perspective of stakeholder salience, and the possibility of

exploring managerial misperceptions of stakeholder attributes and salience.

A case study, researched by Winn (2001), on a forest industry company suffering
with a tarnished reputation, competing in an industry facing grave challenges, the
salience changed within management to concede to pressure applied by
environmentalists and several international boycotts. Winn (2001) found that the
concept of urgency by Mitchell et al. (1997) was relevant to the study, but driven by a
company-wide crisis, ending in an awareness of urgency affecting stakeholder
relations. Legitimacy was rebuilt through an improvement in reputation via
management actions, leading to improved financial returns, satisfied workforce,
credibility amongst environmentalists, and an easier ability of the company to access
resources (Winn, 2001).

According to Laplume et al. (2008), the stakeholder salience model by Mitchell et al.
(1997) has received reasonable empirical support (Agle, et al., 1999; Eesley & Lenox,
2006; Knox & Gruar, 2007; Parent & Deephouse, 2007; Winn, 2001) by further
research. Parent and Deephouse (2007) found an order of the attributes affecting
salience, firstly power, followed by urgency, and then legitimacy. Driscoll and Starik
(2004) challenged the comprehensiveness of Mitchell et al.’s (1997) work in terms of
the long and short term, actual and potential; and others arguing salience as a
function of corporate culture and commitment (Buysse & Verbeke, 2003; Henriques
& Sadorsky, 1999).

2.4.3 Corporate Reputation

It has been noted that an organisation’s sustainability is reliant on reputation, and
when reputation is tarnished, organisations find it difficult to recover (Firestein,
2006). Lange and Lee (2011) state that an organisation’s relationships with its

stakeholders is influenced by the organisation’s reputation and changes in its
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reputation, they quote Warren Buffet (1995, p.109) as stating “It takes twenty years
to build a reputation and five minutes to ruin it”. Observations from Fombrun (1996)
are that organisations enjoy greater financial returns when managers focus on
positively developing the organisation’s reputation (Abratt & Kleyn, 2012).
Stakeholders are more likely to support firms perceived as mature and that have a
positive reputation (Choi & Shepard, 2005; Laplume, Sonpar & Litz, 2008). Walker
(2010) states that corporate reputation can be positive or negative, and base this on
the statement that corporate reputation represents what is known by internal and
external stakeholders. Gibson, Gonzales and Castanon (2006) state that reputation
is arguably the single most valued organisational asset. Lange and Lee (2011)
acknowledge many researchers describing reputation as an organisational asset;
however show caution in using the term “asset” to avoid implying that reputation has

only positive outcomes for the organisation.

Developing corporate reputation is primarily practiced through promoting appealing
organisational images (Scott & Lane, 2000). In changing stakeholders’ images and
stakeholder perceptions of reputation, organisations will need to consider their
strategic choices, culture, and/or their corporate expression: which includes the
organisation’s visual identity, brand personality and promise, and how
communication of these elements to stakeholders will be performed (Abratt & Kleyn,
2012). Openness by the firm shows legitimacy with stakeholders and evidence of
fairness when dealing with sensitive issues, which results in establishing and

maintaining trust, and builds reputation (Szwajkowski, 2000).

Bick et al. (2003, p. 841) define image as “the immediate impression of an
organisation”, and Dowling (1993) interprets image as the total impression a firm
makes on individuals. Images often change and can result in stakeholders speedily
attaining perceptions of a firm, while reputations are fairly stable and are developed
over time through a multiple of images (Rindova, 1997). Stuart (1999) distinguishes
reputation from image by saying that corporate reputation is the overall image
developed over time. Bick et al. (2003, p. 841) define reputation as “a stakeholder’'s
overall assessment of the organisation’s ability to meet pre-defined criteria (set by
the stakeholder) such as integrity”. Gotsi and Wilson’s (1999, p.17) definition is “a
corporate reputation is a stakeholder's overall evaluation of a company over time.

This evaluation is based on the stakeholder’s direct experiences with the company,
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any other form of communication and symbolism that provides information about the
firm’s actions and/ or a comparison with the actions of other leading rivals”. Since not
all organisations are companies, Abratt and Kleyn (2012, p.1,057) define corporate
reputation as “a stakeholder’s overall evaluation of an organisation over time. This
evaluation is based on the stakeholder’s experiences with the organisation and its
brand(s), relationships with these and the organisation’s employees and
representatives, memberships of brand communities and any other perceived
communication and symbolism that provides information about the organisation’s

actions and /or a comparison with the organisation’s rivals.”

Bick et al. (2003) state that all staff are important in terms of the role they play within
the organisation due to their exposure to stakeholders, especially from a customer
contact perspective. They state that since the corporate image is momentary views
of a firm, the customer’s overall view of a firm may differ, therefore corporate image
and reputation should be distinct from one another. Corporate reputation supports
long term business survival, and is the long-term view of the organisation - once
established, differentiation and competitive advantage can be achieved (Bick et al.,
2003). Waddock (2004) maintains that stakeholder relationships are an integral part
of the perceptions that develop corporate reputation. Building improved relations with
primary stakeholders could lead to improved financial returns through increased
loyalty among suppliers, employees, and customers, which in turn improves
corporate reputation. Through a firm’s consistent performance, their corporate
reputation evolves over time, and points to a value judgement regarding the firm’s
attributes (Gray & Balmer, 1998; Bendixen & Abratt, 2007). Organisations convey
signals concerning their behaviours either directly, or through other communication
forms which determine their current reputation (Bendixen & Abratt 2007). Firms
generate many performances and qualities which influence observers’ perception of
those firms, and therefore can have many reputations (Mitnick & Mahon, 2006), they
could have a superior reputation for leading quality products and a poor reputation
for customer service levels. Abratt and Kleyn (2012) state organisations striving to
achieve positive reputations perceived by their stakeholders, need to understand the
factors on which their stakeholders evaluate reputation. They include the factors as
(not limited to) the firm’s citizenship activities, performance, innovation, products and

services, work environment, governance and ethics, and customer service. Fombrun
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and van Riel (1997) state that reputation management strategy should provide more
information that is consistent with the firm’s actions, and understandable to the
stakeholders. Walker (2010) observes that an organisation may have differing
reputations between stakeholder groups, which further complicates managing

reputation.

According to Brown, Dacin, Pratt and Whetten (2006), positioning a firm in the minds
of stakeholders is one of the most important strategic decisions managers make.
Corporate reputation involves multiple stakeholders and their perceptions of the
organisation, and there is interaction between the stakeholders, such as interaction
between employees, customers, and communities. Therefore, when organisations
manage their corporate reputation, they should consider their stakeholder
relationships, and observe how the stakeholders influence one another (Dutton,
Dukerich & Harquail, 1994; Hillenbrand & Money, 2007). In their study relating to
organisational restructuring, Dentchev and Heene (2004) state that organisations
should convey consistent information signals over time that stakeholders believe,
share and trust, furthermore, that the correct signals are sent to the correct
stakeholders. They further state that reputation results from a complex network of
interactions between organisations and their stakeholders as well as between the
stakeholders themselves. Due to the complexity of these interactions, some
stakeholders (or groups) may not interpret the information as intended, and therefore
challenge the effectiveness of managing reputation.

The second research question developed is therefore:

How do the managers of the company prioritize stakeholder demands and how are
the relationships aligned with the stakeholder salience theory?

2.5 CONCLUSION OF LITERATURE REVIEW

The literature review highlights that there has not been a consensus reached on a
single theory or model that illustrates the stakeholder concept itself, or the pressure
management and stakeholders place on one another, or stakeholder identification.
The literature suggests there are shortcomings of the theoretical aspects within the
framework of stakeholder theory, and that stakeholder theory has not yet been fully

developed.
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Emerging markets are attractive to global organisations and investors, and South
Africa fits the profile of an emerging market. South African company managers have
the additional regulation of BBBEE when considering stakeholders needs and
marketing strategies.

Employees are important in the role they play within the organisation in terms of
exposure to stakeholders, especially within customer contact (Bick et al. 2003).
Corporate reputation involves multiple stakeholders and their perceptions of the
organisation, and there is interaction between the stakeholders (Hillenbrand &
Money, 2007). When organisations manage their corporate reputation, they should
consider their stakeholder relationships, and observe how the stakeholders influence
one another (Dutton, Dukerich & Harquail, 1994).

The definition of stakeholders by Freeman (1984) has been widely cited and referred
to as being at the forefront of stakeholder theory. This literature review shows
various theories have been developed since then: Clarkson (1995) showed that
stakeholders can be divided into primary and secondary groups; Donald and Preston
(1995) argue three aspects of stakeholder theory (Descriptive, Instrumental, and
Normative); Jones and Wicks (1999) propose combining elements of normative and
instrumental stakeholder theory to form “convergent” stakeholder theory; Frooman
(1999) addresses the theory from a stakeholders perspective with a view on how
stakeholders manage a firm; Mitchell et al. (1997) propose identifying stakeholders
by classifying them by their recognized possession of power, legitimacy, and
urgency, further to which they propose a theory of “stakeholder salience”, and they

request further research into their theory.

Neville et al. (2011) argue elements within the stakeholder salience framework
proposed by Mitchell et al. (1997): they state that possessing urgency alone as an
attribute is insufficient in identifying and classifying stakeholders, and that legitimacy
should be limited to moral legitimacy due to the normative behaviour of managers.
Furthermore, that power, legitimacy, and urgency should not be viewed as
dichotomous variables since they all have varying levels within each attribute which

is not captured within the salience framework.

Mainardes et al. (2011) noted that managers should respond by considering the

interests of the stakeholders when making strategic decisions. In addition, the term
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stakeholder has been highly publicized in all organisation types and media, yet there

is minimal evidence proving a clear understanding of what a stakeholder is.

Given the various stakeholder theories and models, there is a need for further
research of the problems companies face with prioritising different stakeholder
demands, particularly when corporate reputation is at risk. Harrison and Freeman
(1999) state the need for more stakeholder theory building to create rich and
thorough cases that could lead us to see the overall stakeholder relationship as an
involved and complex phenomenon. Laplume et al. (2008) recommend that the
gualitative research should focus on top management because it provides the
opportunity for a reciprocal information transfer between researchers and managers.
They state that future research should attend to the development of stakeholder
management as a capability that produces accomplishment, legitimacy, and a good

reputation.

2.5.1 Research Question 1

Who are the firm’s stakeholders and what stakeholder attributes of power,

legitimacy, and urgency do they possess?

2.5.2 Research Question 2

How do the managers of the company prioritize stakeholder demands and how are

the relationships aligned with the stakeholder salience theory?
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CHAPTER 3: RESEARCH METHODOLOGY

This section discusses the methodology used to appropriately answer the two
research questions raised in chapter 2. The research explores and offers an
understanding of how the executive managers in a South African company manage
the corporate reputation when dealing with stakeholder demands, and how key
stakeholders to the organisation categorise themselves in relation to the theory. The
research identifies the managers’ perception regarding stakeholders in different
categories, as proposed by Mitchell et al. (1997), and includes their understanding of
the term “stakeholders”. The relevance of the managers’ own values is considered to
generate knowledge of why they respond to stakeholders the way they do,
regardless of their stakeholders’ demands, and the corporate reputation. The view
from the company’s stakeholders is incorporated in the analysis in terms of how they

see themselves being managed by the company’s senior management.

In this research report the research methodology used is the case study method,

since a specific company in South Africa will be studied over a specified time period.

3.1 QUALITATIVE RESEARCH

This research report engages the qualitative research approach in order to raise the
necessary information to answer both research questions presented. Researchers
who conduct qualitative studies pursue an understanding of a phenomenon, process,
or the perspectives from the sample involved (Merriam, 1998). A broad definition of
gualitative research is “any kind of research that produces findings not arrived at by
means of statistical procedures or other means of quantification” (Strauss & Corbin,
1990, p.17). Qualitative research creates findings taken from real world
environments where the phenomenon of interest unfolds naturally (Patton, 2002),
and the researchers embrace their involvement and their role within the research.
Qualitative research methods are increasingly becoming acknowledged in both
academic circles and by business practitioners to enable valid insights, theory

development, and assist in effective decision-making (Goulding, 2005).

Yin (1994) explains a case study is an observed enquiry that investigates an existing

or possible phenomenon within its real-life context, especially when the boundaries
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between phenomenon and context are not distinct. Case study research develops an
in-depth and appropriate understanding of the case, and relies on various sources of
data (Yin, 2003). Case study research is known as a qualitative approach where the
researcher investigates a case (or cases) over a period of time using detailed data
collection from various sources (observation, interviews, documents, and reports),
and develops a case description (Golafshani, 2003). According to Stake (1995), a
single instrumental case study is where the researcher concentrates on an area and

identifies one bounded case to exemplify the issue.

The explanations as stated regarding qualitative and case study research
methodology and the need for further qualitative research as established in the
literature review is the reason the case study method has been chosen for research
purposes. The case study methodology allows an in-depth study of how the
executive managers of the South African company interpret stakeholders and
manage the corporate reputation when prioritising their stakeholder demands in their

natural setting.

The assumptions are, firstly, that the respondents will be truthful in the information
they share during the interviews, secondly, that the respondents are sufficiently
knowledgeable to answer the questions appropriately, and thirdly, that a cross-
functional view of the subject will be determined due to the managers’ role and

responsibilities for each functional area within the organisation.

3.2 RESEARCH DESIGN

Since the research requires the personal input, understanding, and actual
representation of how managers understand, identify, and prioritise stakeholders in
their natural environment, the research design is by way of personal interviews with
the executive managers and key company stakeholders. This enabled the
researcher to gain insight and in-depth information on the organisation’s top
managers’ knowledge; perception; and actions relative to the subject, and enabled
the researcher to evaluate the findings that deal with the operational links relative to
the theory presented to date. The stakeholders interviewed offered a clear view of
the managers’ understanding and perception of their key stakeholders, and how

management decisions affect their businesses given limited resources. The firm’s
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stakeholders’ view of their stakeholder salience is highlighted, as well as their view

on the firms’ reputation.

The advantage of using in-depth interviews is to gain knowledge of the actual
experience and scenarios managers are faced with in an emerging market context
on a regular basis, and how they deal with various scenarios given the limited

resources from a business perspective.

The fact that each management respondent represents a different functional
department within the organisation could be an advantage because their stakeholder
salience could differ depending on how they identify their stakeholders relative to the
other functional managers, and thus offer further insight to the study.

Focusing mainly on the executive management of the organisation could be a
disadvantage, as the study will not provide input from other levels within the
organisation. Since the purpose of this study is from a top management perspective,
the researcher believes that they have the knowledge, experience, and

understanding to offer non-bias and in-depth information on the subject.

From the firm’s primary stakeholder perspective, diverse interests are explored
which include customers, suppliers, and employees. This is due to the literature
presented by Clarkson (1995, p.106) defining a primary stakeholder as “one without
whose continuing participation the corporation cannot survive as a going concern".
These groups include employees, customers, and suppliers where the organisation
and the primary stakeholders are highly dependent on one another. Clarkson (1995)
further addresses the importance of managers to create value for each stakeholder

group to ensure the continued relationship and stakeholder retention.

3.3 POPULATION AND SAMPLE

3.3.1 Company and interviews

The company studied is part of one of the largest paint companies in the world
delivering a global turnover of 14 Billion Euros per annum, operating in over 80

countries, and employing 50,000 people. In South Africa, they are ranked within the

top three paint manufacturing companies and have showed market growth higher
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than the South African Gross Domestic Product percentage growth levels for the
past 5 years. There are 385 people employed by the South African company, and
the company supplies paint to over 3700 retail stores countrywide, and service 720
professional contractors.

For the executive team, the population chosen for the case is the heads of
department from each functional area within the business. The interviews were
conducted at the company Head Office in Johannesburg and at the manufacturing
facility in Durban, South Africa. From a stakeholder perspective, the participants
show varied cross-functional linkages from an accountability and structural fit within
the organisation where not all functional areas report directly to the CEO in South

Africa.

The participants share the following characteristics: Within the firm they are all
permanent employees and form the executive team; Have vast executive experience;

Share a common vision and goal; Communicate globally within the company network.

The company stakeholders were interviewed in a convenient location and

environment that was suitable to each respondent.

3.3.2 Sample and sampling method

Purposive sampling strategies are known to enhance the understanding of the
selected groups’ or individuals’ experience(s), and researchers achieve this goal
through identifying and selecting information rich cases (individuals, groups,
organisations, or behaviours) that offer the most insight into the research question
(Devers & Frankel, 2000). They note that typical cases are viewed as normal or
average, are one of the three cases (the others being extreme or disconfirming). For
the purpose of this study the participants selected would fall under the typical cases
profile due to their ongoing daily engagement with various stakeholders. Devers and
Frankel (2000) state that additional cases can be added if necessary to further

explore unexpected findings.

Due to the seniority and business experience of the selected participants from all
functional areas of the organisation, they are most appropriate to deliberate their

views on their corporate reputation and stakeholder theory as practiced by them in
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real scenarios. The entire executive team is over 40 years old with the youngest

being 41 and oldest 59 years old. As a team, they have spent 57% of their career

employed by the company, 25% of the team is female, and 75% of the team have a

post graduate qualification.

The cross-functional aspect offer different perspectives of the theory and assist in

triangulation of primary data. Respondent participation was conducted face-to-face,

with a total of 8 interviews that took place (this represents the entire executive

management team).

Table 2 represents the respondents’ functional department and location:

Position Department Location Respondents
CEO Corporate strategy Johannesburg 1
Sales & Marketing Executive | Sales & Marketing Johannesburg 1
R & D Executive R & D Technical Johannesburg 1
Exports & Africa Executive Exports & Africa Johannesburg 1
Finance Executive Finance Johannesburg 1
HR Executive Human resources Durban 1
Purchasing Executive Purchasing & HSEQ Durban 1
Legal Executive Legal Affairs Johannesburg 1

Table 2: Profile of respondents (Firm)

Table 3 represents the company stakeholders’ profile of respondents comprising of

three primary groups of stakeholders: customers, suppliers, and employees.

Respondent participation was conducted face-to-face with a total of 8 interviews that

took place:
Position Stakeholder Type Location Respondents
Owner Manager Customer Johannesburg 1
Owner Manager Customer Johannesburg 1
Manager Supplier Johannesburg 1
Manager Supplier Johannesburg 1
Management Accountant | Employee Johannesburg 1
Finance manager Employee Johannesburg 1
Owner Manager Customer Durban 1
LAN Administrator Employee Durban 1

Table 3: Profile of respondents (Stakeholders)

45




The stakeholders interviewed are all over 35 years old, two from the eight
interviewed, were female. The average number of years the selected stakeholders
have been influenced by or influenced the firm is 17 years, which is significant
experience in dealing with the firm. Mainly the internal stakeholders have post

graduate qualifications at the time of the research.
In summary, the respondents fell into the following categories:

e The executive management team

e The company stakeholders, comprising of:
o Customers (external stakeholders)
o Suppliers (external stakeholders)
o Employees (internal stakeholders)

3.4 THE RESEARCH INSTRUMENT

According to Devers and Frankel (2000), there are various factors that influence the
structure and type of research instrument in a qualitative study. They note that the
first factor is the purpose of the study: when a study is exploratory or attempts to
correlate or refine theories or concepts, an open-ended type of instrument could be
considered. The second factor is the amount of existing knowledge on the subject,
and the third is the available resources pertaining to time, number, and complexity:
all of which can affect the structure (Devers and Frankel, 2000). Instruments that are
designed to facilitate faster data analysis and reporting of results (pre-structured)
present the danger of settling upon an explanation too early and could miss pertinent

information (Miles & Huberman, 1994).

According to Merriam (1998), it is important to conduct pilot interviews to identify any
problems with the instrument. Within the firm, the instruments were tested with two
non-executive senior managers within the organisation from different functional
areas to establish if the depth of the data is sufficient for the purpose of the research:
one as an employee (stakeholder) of the company and one as a manager of the
company who has played a senior roll within the business over the past six years.

The instruments were validated accordingly with one minor change to the
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management instrument: the need to identify management’s understanding of what a

stakeholder is.

Two separate discussion instruments were formed to allow the opposite effects of
the stakeholder/management relationships, the discussion instruments used are
provided in Appendix B. This allowed the confirmation of varying realities between
the management and external stakeholders. The questions formed in the
instruments were deliberately open-ended to allow the respondents to interpret and

apply their knowledge and experience appropriately, offering non-bias information.

3.4.1 The management discussion instrument

The intention of the instrument is to understand how the leadership of the business
interpret and apply the concepts of stakeholder theory and the influence of
prioritising stakeholder demands on corporate reputation in an emerging market. The
guestions covered in the instrument were phrased in a manner allowing saturation of
information to enable the researcher to answer the research questions raised in

chapter two. Key areas covered by the instrument include:

- Managements’ understanding of who their stakeholders are and what the
stakeholder attributes are

- How the executives categorise stakeholders

- The importance of reciprocity

- The influences between the claim and the claimant

- The firm and management behaviour regarding normative and instrumental
aspects

- Managing corporate reputation given various stakeholder demands

- The manager’s view of corporate reputation

3.4.2 The stakeholder discussion instrument

The intention of the instrument is to understand how the stakeholders of the
business interpret and apply the concepts of stakeholder theory themselves.
Discussions revolved around how they view themselves as stakeholders, their view
of the firm and how salient management are to various actual claims or demands

they have presented in the past. Key areas covered by the instrument include:
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- How they interpret themselves as stakeholders of the company, and the
stakeholder attributes they should possess

- The role of reciprocity

- The stakeholders’ interpretation of corporate reputation, and how the firm
deals with reputational risk

- How the executives have dealt with previous claims in prioritising stakeholder
demands (given limited resources)

- The stakeholders’ view of the firm and management from a normative and
instrumental perspective

- The stakeholders’ view of their influence on the management of the firm

3.5 PROCEDURE FOR DATA COLLECTION

2.5.1 Interviews

All interviews were scheduled two to three weeks in advance allowing sufficient time
for the respondents to plan accordingly. Within the firm’s executive management
respondents, six of the eight respondents were interviewed in Johannesburg, and
the remainding two were in Durban. Various meeting rooms were booked for the
interviews to prevent interruptions during the sessions. Of the eight company
stakeholders interviewed, six were conducted in Johannesburg at their convenience
and in private areas to prevent interruptions, and two in Durban. All communication
during the interview process was recorded with consent by the respondent,
documented, and electronically saved for future reference. The instrument was used
in tandem with the recording to assist with the interview process by providing
prompts to remain within the research area, which avoided diverting to an unrelated
subject. The total interview time was 570 minutes with an average time per interview
of 36 minutes. The shortest interview in duration was 22 minutes and the longest

was 63 minutes.

2.5.2 Documentation and Archival Records

According to Yin (2009), case study evidence can come from many sources and

include interviews, documentation, and archival records. He states that the major
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strength of a high quality case study will be the use of a variety of sources, and
which will allow the researcher to identify a broadened range of historical and

behavioural issues.

Documentation and archival records, such as correspondence, extractions from
minutes, and administrative documents was gathered where applicable to this study

and these conform to the ethical standards of the University.

3.6 DATA ANALYSIS AND INTERPRETATION

Data analysis is seen as simultaneous activity in qualitative research, starting with
the first interview and document read (Merriam, 1998).

Content analysis is viewed as being a quantitative technique that measures the
frequency and variety of messages and key words from communication, and is used
to characterize and compare documents (Merriam, 1998). The analysis is seen as
inductive where initially categories and variables guide the study, and others are
expected to emerge during the study (Altheide, 1987; Merriam, 1998).

Directed content analysis was applied to this study. Directed content analysis is used
where existing theory or research is available about a phenomenon that is
incomplete and would benefit from further research (Hseih & Shannon, 2005). As

explained by Hseih and Shannon (2005), the following process was followed:

e Existing research or theory was used to identify key concepts or variables for
initial coding categories.

e Operational definitions for each category were determined through use of the
theory

e Interview data used open ended questions with probing questions about the
categories

e The transcripts were read and highlighted where applicable to the research

¢ All highlighted passages were coded using the predetermined codes

e Text unable to be categorized into a code was given a new code

Blind double coding was performed with an external party, coded and compared for

consistency and integrity. According to Hseih and Shannon (2005), during
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interpretation the researcher can descriptively report the percentage of codes that
are supporting or non-supporting for each participant, and the prior research theory
used will guide the discussion of findings. Any contradictory or new evidence of the
phenomenon could refine, or enrich the theory (Hseih & Shannon, 2005).

3.7 LIMITATIONS OF THE STUDY

The study proposed to address a single South African organisation only, the author
was not attempting to generalize but rather to create an insight of how the real life
context of the phenomenon is performed. The purpose of case study methodology is

to add to the building of theory by adopting analytical generalization (Yin, 2009).

Within the firm, a sample of 8 respondents was interviewed, consisting of executive
managers only, who offer significance in management control of the organisation.
The 8 company stakeholders interviewed included employees, customers, and
suppliers. The researcher trusts that the respondents were comfortable to answer

truthfully, and this would eliminate any possible bias.

Using the theory has some limitations where researchers approach the data with an
informed bias, which could create the likelihood that researchers find supporting
evidence of the theory rather than unsupporting (Hseih & Shannon 2005), in
answering probing questions, some respondents might get cues to answer in a

manner that pleases the researcher.

3.8 VALIDITY AND RELIABILITY

Ensuring validity and reliability in qualitative research entails conducting the research
ethically (Merriam, 1998). In case studies, various tactics should be adopted when
dealing with validity and reliability, and should be applied throughout the case study
research and not only at the beginning (Yin, 2009).

3.8.1 External Validity
External validity is knowing if the findings from a study are generalizable beyond the

immediate study (Merriam, 1998; Golafshani, 2003; Yin, 2009). According to Yin
(2009), external validity has been a problem and key barrier when doing case
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studies and that critics state that single cases are a poor base for generalizing. He
further states that those critics are comparing the research to that of surveys, which
are intended to generalise to a large population. Yin (2009) argues that this
comparison of samples and populations is incorrect when dealing with case studies
because case studies rely on analytical generalisation, and the case study
researcher uses a particular set of results to a broader theory in order to generalise.
Merriam (1998) argues that a single case is selected because the researcher is
seeking an understanding of the depth, not what is generally true for many.

Based in the literature addressed, the author drove towards external validity through
using the theory relative to the results obtained in the study. The author, in addition,
provided rich, thick descriptions to enable readers to match situations, and used two
sites (Durban and Johannesburg) coupled with executives from various functional
areas to provide diversity and variation. The key stakeholders of the firm interviewed
correlated their relationship to the firm, and offered their view of how they influence
stakeholder salience towards the management, and the theory adapted within this

research report.

3.8.2 Internal Validity

Internal validity deals with how the research findings match reality, what is being
detected in qualitative research, and how the researcher assesses the validity
(Merriam, 1998). Internal validity is viewed as a strength in qualitative research
because people are the primary instrument of data collection and analysis, with
interpretations of reality directly accessed through observations and interviews
(Lincoln & Guba, 1985; Merriam, 1998; Yin, 2009). Merriam (1998) recommends the
following strategies for ensuring reliability, which the author adopted in this study in

order to maximize internal validity:

- Triangulation: using multiple sources of data to confirm the emergent findings.
- Member checks: confirming the data and tentative interpretations with the
relative respondents.

- Peer examination: ask colleagues to comment on findings as they emerge.
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3.8.3 Reliability

Reliability questions that if the study is repeated, whether or not the same results will
appear (Merriam, 1998; Golafshani, 2003; Yin, 2009), the goal of reliability is to
minimize errors and bias. Lincoln and Guba (1985) suggest that results that are
consistent and dependable are more applicable to qualitative research, rather than
demanding external researchers achieve the same results. Merriam (1998)
recommends that the emphasis should be on whether the findings are consistent

with the information collected, the following techniques were adopted in this study:

- The investigators position: the researcher should explain the theory behind
the research, their relationship with the sample, and basis for selection.

- Triangulation: using multiple methods of data collection and analysis.

- Audit trail: stringent documenting of how data was collected, how categories
were derived, and how decisions were made, in order to offer the ability to

explain how the author arrived at the results.

Furthermore, blind double coding was applied to enhance reliability of coding (Miles
& Huberman, 1994).

3.9 ETHICS

In relation to the study, the researcher committed to protecting the respondents and
the company from harm, their right to privacy and consent, and free from deception.
It is further noted that the researcher acted free from bias, and performed, collected,
and analysed the information as accurately and honestly as possible. Exposure of
the case through possible publication or other means has been discussed with the

company concerned, and authorization has been granted within the limits of authority.
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CHAPTER 4: PRESENTATION OF RESULTS

4.1 INTRODUCTION

The results are presented by using direct quotations from respondents, graphs,
tables, and extracts from source documents for triangulation purposes. A total of

sixteen interviews were conducted using the following structure:
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| 1 3 ¥ Customers
—— S 3x Employees
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Figure 4: Interview respondents’ structure

4.1.1 Executive Manager Respondents

Eight Senior Executive Managers of one of South Africa’s leading coatings
companies were interviewed: six interviews were conducted at the business head
office premises in Johannesburg, followed by two interviews conducted at the
manufacturing and warehouse facility in Durban. The functional departments lead by

the executives’ interviewed are the following:

e General and Strategic management
e Marketing and Sales department
e Exports and Africa

e Legal Affairs
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e Financial Affairs

e Human Resource

e Supply Chain and Procurement

e Research and Development

The managers interviewed have been employed by the company for an average of

14.3 years each, and therefore are representative of a well experienced executive

team who are knowledgeable about the organisations’ stakeholders, and the relative

conflict that has risen in the past and has been attended to by them. The cross

functional nature of the respondents’ functional responsibilities assists in creating

diverse views and input regarding the aspects researched within this research report.

Table 4 represents the functional area and responsibility:

Function

General Management

' Responsibility Brief

Leading and controlling the South African and African businesses, meeting all
business objectives as agreed by the global management sector, formulating and
executing strategic business plans, and fiduciary requirements

Sales and Marketing

Achieving marketing aspirations of being one of the South Africa’'s most loved
brands, top of mind consumer awareness, driving growth for the number 1 branded
paint product in volume and revenue

Exports and Africa

Strategic planning in key growth countries with licensing partners, and focus on the
African businesses owned outside of South Africa

Legal Affairs

All legal affairs and dealings with all stakeholders concerned

Finance

All financial affairs in line with corporate policy and South African legislature

Human Resource

All HR affairs with BBBEE objectives, employee engagement and equity, statutory
and fiduciary obligations

Supply Chain and
Procurement

Fundamental procurement, production, warehouse, and distribution strategic
planning, cost saving initiatives, and customer service level targets, statutory
accountabilities

Research and
Development

Focus on managing technology and innovation, new product development,
continuous improvement, tinting strategy, and global alignment

Table 4: Business functions and responsibilities

4.1.2 Stakeholder Respondents

Eight of the firm’s primary stakeholders were interviewed at their work premises at

their convenience, and fall within the following stakeholder groups:

e Business to Business Customers: Professional Trade and Retail

e Employees: IT and Business Software (Specialist), and Finance (Auditing and

Business Analyst)
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e Suppliers (Independent Small to Medium South African businesses)

Table 5 represents the stakeholder respondent characteristics:

Stakeholder
Type Area Characteristics

Vast experience, 95% loyalty to the firm, trades with mainly
Retail professional users, and acts as a depot for the firm, largest
Professional single tinting outlet

Customer Retail Vast experience, 25% loyalty to the firm, trades mainly with

Consumer DIY consumers, one of the smaller scale operators

Vast experience, 50% loyalty, professional coatings
Trade applicator, operations in Africa, has a direct trading account
Professional with the firm, draws stock from the Retail professional store

7 years’ experience as a supplier and stakeholder to the firm,
Plant and deals with most of the firm's competitors, plays an intricate

Supplier Equipment role in the functioning of the firm's tinting platform

Vast experience as a stakeholder, most of the supplier's
Brand business is through the firm, produces brand and colour
Collateral collateral, and assets for the firm and offers a service function

21 years’ experience as an employee to the firm, deals with
Business internal and external customers, and has 2 international sub-
Software ordinates

3 Years’ experience with the firm, professional qualification,

Employee heads up most financial tasks, is responsible for Africa and

Auditing reports to the Financial Executive Director

14 Years’ experience with the firm, analyses sales and
Business marketing statistics, owns the pricing function, and assists
Analyst with strategic and financial planning

Table 5: Stakeholder respondent characteristics

Further to the stakeholder respondents, the following information is applicable:

Selected customers

The customers selected are differentiated in the following manner:

The retail professional store is known by the firm as a “preferred stockist”. This
particular type of customer has a loyalty of 95% share on shelf to the firm and acts
as a direct warehouse for the firm’s professional trade sector. The customer selected
is the single biggest user of tint bases on behalf of the firm, and is of strategic

importance to the firm.

The retail consumer store is known by the firm as an independent; this type of store
is independently owned and managed. The store selected for this research has 25%
loyalty (share on shelf) towards the firm, and has an additional 2 competitor products
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in-store. This particular store type trades mainly with DIY consumers and on a small
scale with trade professionals. This type of stakeholder was important for this study
as they are not strategically important to the firm, and offers an opposite perspective

from the more loyal and larger “preferred stockist” store.

The trade professional is a professional painting contracting company, and one of
the largest of its type in South Africa. The company is owner managed and has had
a long-standing relationship with the firm. This customer uses the firm for 50% of
their coating requirements; the balance of their purchases is between two other large
manufacturing coating companies. This particular stakeholder brings a different
dimension to the study because they are the end user of the product purchased,

whereas the other two customers selected procure and re-sell.

Selected suppliers

The plant and equipment supplier is the South African agent for one of the leading
tinting equipment manufacturers and in-store software license distributers. This
particular supplier is contracted by most firms competing within the South African
coatings industry. Their trading with the firm has been under pressure due to high
demands made by the firm which stem from the firm’s global pressure on cost
reduction and the use of innovative plant and equipment within the market as part of
the company strategy. On this basis, this particular supplier has the ability to offer
insight into how the firm’s managers apply pressure through managing them as a

stakeholder.

The brand collateral supplier specialises in the manufacture and distribution of colour
display stands, shelving, signage, and servicing. This particular supplier has had
over 20 years’ experience as a supplier of the firm and is reliant on the firm’s
business to remain a sustainable venture. This is relevant to the study as it relates to
aspects of the theme “organisational elements” and the normative aspects of the

firm’s management.

The larger raw material suppliers of the firm were not applicable to this study due to

the structured contracts negotiated on a global level from Europe.
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Selected Employees

The selected employees as respondents all fall within middle management at the
firm. They all have varied time spent at the firm and have differing roles and
responsibilities. They are well educated and have a good understanding of business
theory and application, therefore have the ability to understand the topics during
discussion. All three selected employees are characteristically open and willing to
talk freely on any subject, which made them good candidates for discussion where

sensitive issues may have arisen.

4.2 DEMOGRAPHIC PROFILE OF RESPONDENTS

4.2.1 Management Demographics
From the 8 executive managers interviewed: one small change was made where

there were two executive manager respondents planned for interviewing from
procurement and supply chain, and the one candidate was substituted with the
respondent from legal. This decision was two-fold, firstly the original candidate
planned for was abroad at the time of interviewing, and secondly the respondent
from legal deals with a diverse range of stakeholders with direct reputational
relationships. One representative respondent from Supply chain and Procurement
allows sufficient saturation from that particular functional department. Table 6

represents the demographics of the executive managers:

Sales and ‘ ‘ Supply % of
Respondents CEO Marketing | Exports | Legal Finance HR Chain R &D  Population
Age 40+ 1 1 1 1 1 63%
Age 50+ 1 1 1 38%
Gender Male 1 1 1 1 1 1 75%
Gender Female 1 1 25%
Language English 1 1 1 1 1 1 75%
Language
Afrikaans 1 1 25%
Education Post
Graduate 1 1 1 1 1 1 75%
Education
Graduate 1 1 25%
Work Experience 5 22 20 3 3 16 22 24 57%
Internal
Work Experience 16 0 16 18 19 7 0 10 43%
External

Table 6: Respondents demographics: Executive Managers
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The demographic profile of the executive team reveals the following:

Age: The entire executive team is over 40 years old, the youngest respondent being
41 and the oldest being 59 years old. With 38% of respondents being over 50 years

old, there is a distinct mix between youth and experience.

Work experience: the statistics show that within the executive managers interviewed,

they have spent 57% of their work life career employed by the current company.
Their knowledge of the stakeholder base and demands within this experience is

valuable for this study.

Gender: the information reveals that 75% of the executive team interviewed is male
versus the 25% female. One could argue this being representative of the paint

industry in South Africa, but this has little or no effect on the outcome of this study.

Education: 75% of respondents have post graduate education (the legal executive
has a professional qualification), and can be viewed positively from this study’s
perspective due to their broader understanding of theory and business experience
combined. On this premise the researcher believes that the information received
from the respondents will be valuable with reference to the research questions raised

in chapter 2.

4.2.2 Stakeholder Demographics

From the 8 company stakeholders interviewed, the focus was on primary
stakeholders, being those that are most affected by or can mostly affect the business.
This allows triangulation and comparison between the manager responses and
behaviours and the external stakeholders responses and behaviours. Table 7
represents the demographic profiles of the external stakeholders:

Stakeholder Respondents | Suppliers Employees \ Customers % of Population

Age 25 to 35 1 25%
Age 35+ 2 2 3 75%
Gender Male 2 1 3 75%
Gender Female 2 25%
Education Post Graduate 2 25%
Education Graduate 2 1 1 50%
Ave Years as stakeholder 16 13 22 Average 17

Table 7: Respondents demographics: Stakeholders
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Age: 75% of the stakeholder respondents are over 35 years old, four of whom are
over 50 years old who have dealt with the coatings company for over 20 years each.

This experience will be pertinent to the relevance of the participants within this study.

Gender: The male gender dominates the supplier and customers stakeholder
segment associated with the company studied, the researcher specifically chose two

female employees to create equity within the stakeholders.

Education: qualifications are higher within the employees interviewed due to the
skills required from the business and the type of role performed by the employee
respondents. This enabled detailed and concise discussions between the interviewer
and the respondents.

Stakeholder years: this statistic details the number of years the stakeholders have

been affected by or affected the firm, the average number of years of 17 is significant

and relevant to the study as it proves experience regarding dealings with the firm.

4.3 RESULTS RELATING TO RESEARCH QUESTION 1

Who are the firm’s stakeholders and what stakeholder attributes of power,

legitimacy, and urgency do they possess?

The discussion instruments used as represented in appendix B illustrate the
guestions raised relative to research question 1. Upon reviewing the transcribed
discussions, there are particular trends that are apparent which is discussed in

chapter 5.

The words used most often which relate to question 1 are displayed in table 8. There
is a clear distinction through the words most frequently used between the executive

managers and their stakeholders:

Legitimacy: was used extensively more by the managers than the stakeholders, and
the managers used legitimacy more frequently than they used power and urgency.

Power and Urgency: was used more often by the stakeholders than they used
legitimacy.
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Relationship: was a word used more frequently by the stakeholders than by

management.

Other_anomalies: words such as “brand, employees, claim, impact, consumer,

product, reputation, management, influence, and claimant” were used more
frequently by management than by the stakeholders. One could suggest that they

are influenced by the firm’s objectives and strategy.

External
Word Management Stakeholders All
Frequency Frequency Total

Stakeholders 61 76 137
Legitimacy 51 13 64
Power 46 23 69
Urgency 46 21 67
Customers 42 31 73
Brand 37 3 40
Employees 36 18 54
Entity/Organisation/Company 35 48 83
Claim 32 14 46
Impact 32 0 32
Business 31 23 54
Consumer 28 2 30
Product 26 9 35
Suppliers 21 21 42
People 16 10 26
Reputation 16 2 18
Influence 15 3 18
Management 15 2 17
Claimant 13 3 16
Secondary Stakeholders 11 13 24
Decision 9 9 18
Relationship 8 22 30
Primary Stakeholders 6 13 19

Table 8: Common words used: Question 1

4.3.1 Responses from Executive Managers

There were various discussions raised in defining what a stakeholder is, sufficient
time was allocated to allow the respondents to identify who their company’s
stakeholders are and the respondents were requested to write them down (Appendix
C represents an example from one of the respondents), and to prioritize them in

terms of primary and secondary stakeholders. They were then requested to identify
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what attributes would be present in classifying or identifying the company’s
stakeholders, and whether or not reciprocity is required in identifying stakeholders. A
clear understanding was sought whether or not the respondents would identify
someone or something as a stakeholder if there were limited attributes present:

power, legitimacy, or urgency.

Identifying Stakeholders

In defining what a stakeholder is, there was a general consensus relating to
someone or something having a “stake” in the firm, and having the ability to either

affect the firm or be affected by the firm.

The following definitions were stated by the respondents:

“A stakeholder is anyone that has an interest in the organisation”

“Somebody who has a vested interest in the firm, and has something to lose in
the business if they are not a stakeholder, so being a stakeholder they have

some sort of reward attached”

“The various groups or individuals that have or are influenced by my role in the
business. The people | service within the business and outside the business
and the community at large around me who have an impact or who are

impacted on by the work that | do”.
“They have some direct bearing or influence on the commercial entity”

“A stakeholder is somebody that directly or indirectly makes an impact on your

performance for the benefit of both parties”
“A stakeholder is someone who adds significant value to the business”

“Anybody that has got to do with the business, internal or external...because
they all impact, potentially on your customer, your brand or brand reputation of
the business...for me its about whom and what has got potential positive or

negative impact on the brand and the brand reputation of the business”
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Further to the manager’s interpretations of what a stakeholder is, reference to the
firm was most common, and some of the statements revealed reciprocity when

defining stakeholders.

When asked who the company’s stakeholders were, there was a general
understanding by the managers, but initial responses generated leaned more
towards the stakeholders that each manager personally dealt with in and around the

firm. The following were some responses:

The CEO approached the topic as “from your shareholder’s position in the
business to your global headquarters internally, it will be your EXCO...
employees from whichever level in the business are impacted and can impact, your
supply base — impact or can impact and so do your service providers...whether it'’s a

supply of raw material or whether it’s the service provider”

The R & D Executive wrote down the following: “Customers, competitors, raw
material suppliers, government legislation and tax authorities, the holding company,
employees, environmental groups, NGO’s such as the South African Paint

Manufacturers Association, the general community”

The Finance Executive noted “the holding company, shareholders, customers,

employees, directors”

The Exports Executive stated “the company’s consumers first and foremost, and |
am talking now not focusing on the immediate working environment, | am focusing
on something boarder than that. Customer consumers, suppliers, then | think
broader than that the community and as well as organisations that governs the day
to day business running and that would include your local municipalities and the
immediate local authorities. And then obviously the various stakeholders within the

business itself if you move closer to the business environment”

The managers were requested to prioritize the stakeholders they had mentioned in
terms of primary or secondary stakeholders. With reference to table 9, there is a
slight difference of opinion between certain stakeholders that are generally viewed
as primary stakeholders, where some of the respondents classed them as secondary
stakeholders. These differences related to customers and suppliers. Upon enquiring

further during the interviews, the following was apparent:
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The Procurement Executive differentiated between internal and external customers,
and viewed internal customers as primary stating “my customers are essentially the
internal customers, people who use the materials that we procure” and external
customers as secondary stakeholders by stating “customers are a minor stakeholder
in the procurement function because the customers essentially feel the impact of
what we do as a consequence of using our product...it has an impact on price to

performance on quality”.

The HR Executive viewed this from a sustainability perspective of remaining a
stakeholder of the company, she stated “as long as there is strategic alignment,
obviously the company, the legal entity, the board, so | think sub-committees to a
lesser extent: suppliers | would say secondary, they can look for new people to
service customers, well again | think there one might look at those customers who
are 100% brand loyal, but I think the overall classification would still have to be
secondary based on the fact that they can substitute for a competitor brand. Union
would have to be secondary, employers’ association secondary, and management:

they are all primary stakeholders”. Table 9 represents the results from the eight

respondents:
Stakeholder Responses as Responses as Total
Primary Secondary

Head Office 4 1 5
Consumers 2 0 2
Customers 6 2 8
Employees 8 0 8
Senior Management 5 0 5
Suppliers 4 1 6
Environment 1 2 3
Community 0 4 4
Local Government 0 4 4
Competitors 1 0 1
Environmental Groups 0 1 1
NGO's 0 1 1
Shareholders 2 0 2
Family members 0 1 1
Union 0 1 1
Employers Association 0 1 1

Table 9: Primary and Secondary Stakeholder Classification: by managers
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When the respondents were asked what attributes would be present in classifying or
identifying the company’s stakeholders, there seemed to have been reference points

based on the manager’s role and experience within the company.

A respondent referred to defining roles, responsibilities, and accountability which one
could argue resembles that of legitimacy from an employer-employee relationship
perspective. She referred to the CEO having power in terms of his interface with her,

and this being due to the particular legitimate role that he plays within the business.

Another manager referred to having a vested interest as an attribute, and something

to gain or lose - which drives towards legitimacy and reciprocity.

One respondent mentioned “the fact that you are a stakeholder to any extent gives
you degrees of power” and believes that they need to be somehow impacted on by
what the managers do, and states ‘if your stakeholder is the shareholder that
relationship is financial, he is there to make money out of his investment” and

therefore there is an expectation of benefiting from what you do as a manager.

“Legitimacy and commitment” was regarded as attributes by one manager, and in so

“assisting the company to meet their ultimate objectives and goals”.

The Research and Development Executive believed that “they should possess

honesty and confidentiality and be legitimate with the dealings with the company”.

The Exports Executive identified legitimacy could include power, and added
“‘procurement for example benefits through engagement to negotiate better prices”
which would represent power, ‘through your clarification of goals and ambitions”

which refers to legitimacy.

With reference to chapter 2, the theory states that having a stake within a company
should be seen as contributing an input to the company, and being part of its output-
and therefore a reciprocal link is present, and that reciprocity has been much
overlooked within stakeholder theory.

Reciprocity was raised within the discussions of identifying and classifying
stakeholders with the respondents to allow for deeper insights within this context. All

eight respondents agreed somewhat that reciprocity is required when identifying
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stakeholders, although some had reservations. Those that believed in reciprocity had

the following responses:
“The engagement with the stakeholder should deliver some sort of win-win situation”

“If  am going to use a supplier’s product within my formulations, | expect reciprocity

of confidentiality from the supplier due to the technical intellectual property”

‘A supplier relationship has got to work two ways. In as much as they are a
stakeholder for the fulfilment of my business objective I'm a stakeholder for the

fulfillment of their business objectives...they have got a dependency on one another”
“Reciprocity is inherent in relationships”

Different views from respondents showed reservations mainly in whether or not
secondary stakeholders have a reciprocal nature. One respondent enlarged on the
possibility that as you move from primary stakeholders to secondary stakeholders,
the reciprocity with the secondary stakeholders could become situational, others

stated:

‘From a primary stakeholder point of view reciprocity would apply, whereas not

necessatrily from a secondary stakeholder”

“Secondary stakeholders when it comes through the community and the social
responsibility and the environment, where we have an ethical and a moral
responsibility, we got to do what’s right rather than actually work on a reciprocity

basis”

Each respondent was questioned whether or not someone or something could be
identified or classified as a stakeholder if there was only legitimacy or urgency as an
attribute, or no power. Table 10 displays the responses received by the respondents.

Attribute Yes: Classified Not Classified Maybe Classified
No power present 5 2 1
Only legitimacy present 7 1
Only urgency present 7 1

Table 10: Stakeholder Attributes: Management Perception
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Information from the respondents suggests that legitimacy is the most relevant
stakeholder attribute when identifying or classifying stakeholders. Power was not

seen as a necessity, and urgency was irrelevant by itself without legitimacy present.

One respondent stated that “legitimacy is for me almost a subset of power, because

almost invariably if you have legitimacy, you have some power of some description”.

It was also mentioned by a different respondent that a stakeholder could gain power
going forward, another stated “legitimacy is the one that can actually get you in the
biggest trouble...if there is legitimacy then there’s the backing of the law and there’s

backing of the rules and there’s backing of policy’.

The Legal Affairs Executive stated that “if it’s legitimate it has power” and “it’s got like

an inherent power”.

4.3.2 Responses from company stakeholders

Various discussions were raised with the stakeholder respondents to identify their
perception of what a stakeholder is. They were asked whether their stakeholder
status should be primary or secondary, what attributes they should possess as being
stakeholders’ of the company, and whether or not reciprocity is required in identifying
stakeholders. A clear understanding was sought after whether or not the
respondents would identify someone or something as a stakeholder if there were

limited attributes of power, legitimacy, or urgency present.

The following responses were stated regarding who or what a stakeholder is:

Suppliers

“A stakeholder is one of the suppliers to the company who form an integral part of

their requirements”

‘A stakeholder is someone who is part of their business, so if we supply a service
to you that is both critical to yourselves and to ourselves, | would regard us as

being a stakeholder in your business and you a stakeholder in our business”
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Employees

“somebody who has a vested interest in a particular area, as a stakeholder in
this company | make sure | deliver what | can to other stakeholders in the

company, if | don’t do that | won't get paid”

‘A stakeholder will be a customer or manager or senior manager or the

holding company”

“An individual person or entity that has a direct or indirect relationship with a
company. Meaning that should the company do well the stakeholder should
also do well. There is a direct relationship between a company and

stakeholder.

Customers

“Somebody that you are linked to, they don’t own a share in your company
but are one of your suppliers, and we are reliant on them so that we can

push their product and we feel like we are part of their company”

‘A stakeholder is somebody who has got a vested interest, | see our
supplier as one of the biggest paint manufacturing companies with all the
back-up...they are a stakeholder in terms of the service and are a large part

of my business”

A stakeholder would be someone who has a relationship with a customer.
Such as an employee, a customer, a supplier, people who live in the same
area as the factory, they would in my view be seen as a stakeholder and
obviously the shareholders or anybody that lend you money or something
like that”
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All the stakeholders interviewed considered themselves as primary stakeholders,

there was however some hesitation from one employee and one supplier.

The employee at first felt that within the company studied an employee could be
considered a secondary stakeholder, and said “because they are not as permanent
as your other stakeholders”. The respondent then elaborated to say that due to
recent global restructuring programs, employee job security is under threat, and
stated “I am talking your low-end level sort of employees; if they are seen as
stakeholders”. The respondent did however see herself as a primary stakeholder due
to her current role not being easily replaceable, and then stated “if you look at call
centre staff, your credit control, your accounts payable - | think those people have
moved away from primary stakeholders to secondary stakeholders”.

The one supplier looked at the situation from a different perspective, where instead
of viewing suppliers as an integral part of the company, he viewed suppliers as
replaceable or substitutable. He stated “if our company fell over there might a little bit
of a stumble but it wouldn'’t be long before the company were up and going either
with an alternate supplier or an alternate service provider”. He believes switching
costs to change certain suppliers are far higher than other suppliers, and where the

cost is higher, those suppliers would be more permanent and therefore primary.

When identifying the attributes that each stakeholder respondent possessed, it was
apparent that legitimacy was the over-riding attribute that each respondent explained
they had. Figure 5 reflects all stakeholder respondents’ exhibit legitimacy, and two

show power as an additional stakeholder attribute.

Stakeholder Respondents

0
. H Power

\
i Legitimacy

H Urgency

Figure 5: Stakeholder respondents’ own attributes
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The supplier of plant and equipment exhibited legitimacy through stating “For us
personally, service level, so good service levels and a good offering in terms of
reliable, accurate equipment so if what we are supplying is equipment then it needs
to work and we need to back it up with decent service much like any of the raw
material suppliers if he’s got a spec to achieve he needs to be supplying it in that

spec, if it’s not on spec then....”

A discussion with the Audit Manager employee proved to steer more towards
legitimacy as stated “Well | think you should possess a commitment to whatever your
role is as a stakeholder. So whether it is as an employee you need to be committed
to doing your job and doing your job properly. Whether it is as a supplier you need to
be committed to providing good quality on a service and if it is from a customer you
should also then be committed to developing that underlying brand that you are a
stakeholder in. | think it almost has to be a commercialistic basis. It is difficult for it to
function on a one sided affair. And | think that, you know, so it is commitment,

honesty, integrity, you know, all of those types of interactions”

From the retail professional store customer’s perspective, he stated “the company
can’t be successful without people like us” and “because we are a large customer.
We pay and we look after your customers. The legitimacy — | think we would also
qualify for a number of things but | think more than anything else its legitimacy
because we are possibly the best example of ambassadors you have for your brand
and what you theoretically stand for”. Although the statements made by the customer

are more weighted towards legitimacy, there is an element of power displayed.

None of the stakeholder respondents mentioned anything that could resemble

urgency as an attribute they personally exhibit.

Reciprocity was raised within the discussions of identifying and classifying
stakeholders with the respondents to allow for deeper insights within this context. All
eight respondents agreed that reciprocity is required in being identified or classified
as a stakeholder. Two employees discussed the possibility that not all identified
stakeholders could be reciprocal, and the possibility of those being secondary

stakeholders.
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The plant and equipment supplier clearly addressed this by stating “/ don’t think you
can regard yourself as having a stake in a company or being a stakeholder if it
really...if you’re not aiding that business or contributing to the success of that
business and likewise you are not getting anything out of it in terms of success for
your business. It’s the same as an employee being a stakeholder in a business he’s
not doing it for nothing or for fun, | mean he is doing it to earn an income... and the
company are benefiting from his skills and his services and work and so on. There
has to be some form of backwards and forwards or give or take in the relationship to

be able to classify as a stakeholder.”

The trade professional customer stated that “It’s definitely a two-way street, we do
spend a lot of money with the company and yes, reciprocity, definitely. The
company gives us leads and in some instances where we can specify, we refer to

the company’s brand.”

Each respondent was questioned whether or not someone or something could be
identified or classified as a stakeholder if there was only legitimacy or urgency as an

attribute, or no power. Table 11 displays the responses received by the respondents.

Stakeholder Attributes Yes: Classified Not Classified Maybe Classified

No power present 4 4
Only legitimacy present 5 3
Only urgency present 1 6 1

Table 11: Stakeholder Attributes: Stakeholder’s Perception

The stakeholder respondents’ views had a similar pattern to that of the management
respondents’ views; the most visible variance was that the management had a
higher response to classifying someone or something as a stakeholder if they had no

power as an attribute.

The response from one employee “/ don’t think all stakeholders necessarily have a
significant degree of power. You can be a receptionist; you can be a stakeholder that
is a stakeholder without all the decision making power or decision making ability.
Even from a supplier or customer perspective, a supplier does not necessarily hold
power but they are a stakeholder in terms of the value chain of the business”is clear

in communicating that without power, one can still be granted stakeholder status.
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The professional trade respondent stated that “If I'd bought a faulty product and |
was very small contractor, | would still consider it that | am a stakeholder in terms
that I've used the Company’s product and they must honour it until the end.” This
statement refers to the legitimacy of the claim being able to stand alone where there

is no immediate power present.

Conclusion to Research Question 1

Defining stakeholders

The managers’ perception of a stakeholder was more in line with the theory than the
company stakeholders’ perception. They showed a general consensus relating to
someone or something having a “stake” in the firm, and having the ability to either
affect the firm or be affected by the firm. In most cases, reciprocity was referred to,

and in one case reputation.

The stakeholder respondents referred to reciprocity, but had more of an emphasis on
direct relationships, and included primary stakeholders as part of their understanding
as those stakeholders have a direct bearing on them and their environment, such as

suppliers and customers.

Who the company’s stakeholders are

Further to the manager’s beliefs of who the actual stakeholders are of the company,

table 12 represents their view.

Primary Stakeholders Secondary Stakeholders

Employees Environment

Senior Management Community

Head Office Local government
Consumers Environmental groups
Shareholders NGO's

Competitors Family members
Suppliers Union

Customers Employers association

Table 12: The Company’s Stakeholders

Although there were some differences whether or not suppliers, customers, and the
company head office should be considered as primary stakeholders, the over-riding
consensus was that they should. The respondents who disagreed were categorizing
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the stakeholders from their individual role within the firm as opposed to the general
stakeholder base of the company. The media were not mentioned by the
respondents, which could be due to the fact that other than suppliers, the company
has not received any media attention for some time and therefore is not considered
as a stakeholder at this point in time. Figure 6 graphically depicts the company’s

stakeholders as viewed by the executive team.

Head Office
Employers Q == Responses as Primary

Association

Consumers

Responses as Secondary

Family members

Shareholders Senior Management

Local Government

Figure 6: Company Stakeholders: The Executives View

Classifying and identifying stakeholders through attributes

When enquiring what attributes should be present in identifying and classifying a
stakeholder, fifteen of the sixteen respondents referred to a type of legitimacy in their
explanation. One respondent failed to understand and answer the question. Figure 7

clarifies the most recognized attributes.

72



All Respondents
0

- W Power

Legitimacy

M Urgency

Figure 7: Recognition of Stakeholder Attributes: All Respondents

Of the fifteen respondents, four of them discussed power:

e Two respondents referred to a type of inherent power stemming from the
legitimacy

e One respondent mentioned that being a stakeholder in itself allows some form
of power

e One respondent spoke of power based on the size of his business and

spending power with the company, a type of power developed over time

When reciprocity was discussed with the respondents, the intention was to research
whether or not reciprocity could be an attribute when identifying or classifying a
stakeholder. All sixteen respondents agreed the reciprocity should be used when
identifying or classifying stakeholders. Four of the sixteen respondents did not
believe that all stakeholders can be reciprocal, and suggested that primary
stakeholders should be reciprocal, but not all secondary stakeholders. The
managers suggested the possibility that as you move from primary stakeholders to
secondary stakeholders, the reciprocity with the secondary stakeholders could

become situational. As stated:

“‘From a primary stakeholder point of view reciprocity would apply, whereas not

necessatrily from a secondary stakeholder”

“Secondary stakeholders when it comes through the community and the social

responsibility and the environment, where we have an ethical and a moral
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responsibility, we got to do what’s right rather than actually work on a reciprocity

basis”

Upon researching deeper to the relevance of the stakeholder attributes of power,
legitimacy, and urgency; used as identifying or classifying stakeholders, figure 8, 9,

and 10 highlights the observations.

No power present as an attribute

6 ' M Yes: Classified
Not Classified
B Maybe Classified

Figure 8: No power as a stakeholder attribute: All responses

In order to identify the importance of power as a stakeholder attribute, the
respondents were questioned whether or not they would still consider someone or
something as a stakeholder if they had no power. Most respondents stated they
would still consider someone or something as a stakeholder, as they believe power

is not a necessity in being classified or identified as a stakeholder.

Only urgency present as an attribute

/ I / \ M Yes: Classified

@ Not Classified

13 B Maybe Classified

Figure 9: Urgency as the only attribute: All Respondents
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The respondents’ over-riding responses were that urgency was irrelevant by itself
without legitimacy present. Thirteen responses showed that someone or something
cannot be classified or identified as a stakeholder based on urgency as an attribute

alone.

Only legitimacy present as an attribute

M Yes: Classified
Not Classified

B Maybe Classified

Figure 10: Legitimacy as the only attribute: All respondents

From the sixteen respondents interviewed, twelve believe that legitimacy alone can
be used to identify or classify someone or something as a stakeholder. Comments
made by the managers suggest that legitimacy is a type of power within itself. As

stated:

“Legitimacy is for me almost a subset of power, because almost invariably if you

have legitimacy, you have some power of some description’.
“If a stakeholder has legitimacy they have an inherent power”.

This suggests that legitimacy is the most relevant stakeholder attribute when
identifying or classifying stakeholders. One could then question the relevance of

urgency or power as a stakeholder attribute alone, if there is no legitimacy present.

4.4 RESULTS RELATING TO RESEARCH QUESTION 2

How do the managers of the company prioritise stakeholder demands and how
are the relationships aligned with the stakeholder salience theory?
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As represented in question 1, a similar approach was used in question 2 where the

most common words used by respondents are noted and represented in table 13.

Words Management Stakeholders Total
Frequency Frequency Frequency
Stakeholders 8 8 16
Customers 8 6 14
Claim 8 5 13
Legitimacy 8 5 13
Suppliers 7 6 13
Business 5 8 13
Employees 8 4 12
Reciprocity 6 4 10
Relationship 3 7 10
Claimant 6 3 9
Reputation 8 1 9
Entity/Organisation 6 3 9
“Company A” 7 1 8
Consumer 6 2 8
Product 5 3 8
Influence 5 2 7
People 4 3 7
Quality 4 3 7
Shareholders 4 3 7
Brand 4 2 6
Decision 3 3 6

Table 13: Common words used: Question 2

Once again, there are a few distinct differences between management and their
stakeholders on word frequency: managers mentioned their primary stakeholders
often, reputation was used more often by the managers than by the stakeholders.
Generally, the stakeholders mentioned fewer distinct words than management which
could be to the nature of their discussion being from a different perspective. The only
distinct word that stands out for the stakeholders more than for the managers is
‘relationships’, which they possibly view as an important part of the

manager/stakeholder dynamics.

In order to research and establish results for question 2, various themes had to be

applied due to the broad range of elements that affect and influence how managers
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deal with and prioritise stakeholder demands, and due to the extensive scope of

stakeholder theory. These themes included:

e Organisational elements
e Corporate reputation

e Managing stakeholders

4.4.1 Responses from Executive Managers

Organisational Elements

The respondents were asked what the company’s objectives were, and were clear

with the following responses:
“To grow the company, grow the market share, grow the brand”
“To increase volumes and drive profits”

“There are financial objectives, there are brand objectives, from my perspective, and
there are SLA objectives to customers, in terms of delivery and promises, over and
above the financial objectives. And then there are objectives for sustainability on
what we need to deliver, environmental issues, so it is quite wide. But, | mean, if |

had to distil out the key ones it is brand, financial and customer objectives”

“It is about profit, whereby the profit is already set by the business and the cluster, it
is a critical part that we drive out to stretch. The biggest objective we have got is to
grow the brand, and second inherent in everything is quality and obviously HSE is
critical. The other big area we are looking at from a company objective is growing the

trade side. On the branded side we said we will be number one.”

All responses were driven towards company growth and market leadership, and
some managers indicated that objectives are driven from the top down, being from

the global head office. (Appendix D shows the company sustainability drive)

Based on the company objectives, the respondents were asked whether or not the
company objectives determine how they manage their stakeholders. One respondent
mentioned “to a large degree yes”, and that management do what is required in

order to meet those objectives. This includes treating people correctly, training and
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taking care of them so that they can deliver the company objectives. Another
respondent mentioned “and how we behave, yes” and added that morals and ethics

play a large role within the company.

The Procurement Executive stated that the business is aligned in terms of its
objectives and the way that the executive team behaves, and financial and growth

objectives obviously has an impact on how they manage their stakeholders.

To establish how the company operates from a descriptive, normative, and
instrumental perspective, the respondents were asked to describe the organisation
from a behavioural perspective regarding stakeholders: Whether the senior
managers’ thoughts, behaviours and interests are geared more towards moral and
ethical thoughts and behaviours, or more towards traditional objectives of prosperity

for the company and the shareholders.

Executive thoughts on behavior

B Instrumental only

Instrumental and
Normative

Figure 11: Instrumental and Normative behaviour: Executive thoughts

As depicted in figure 11, only two of the eight respondents felt that the company was
driven from an instrumental perspective. The Finance Executive stated that the
company is geared more towards traditional objectives of prosperity and shareholder
wealth, and elaborated by mentioning the “performance targets that are in place and
need to be met...there’s obviously a reward and that essentially drives behaviour”.
The second observation being an executive who felt that the business was driven
from an instrumental perspective. He stated “They will summarily decide to cut out a

full department because it is being serviced from Europe with no regard to the
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employees that suffer as well as their families that suffer as well as the impact on the

greater community.”

The other six respondents believed the company had a balanced approach between
instrumental and normative behaviour. There was agreement that the business is
there to ultimately create wealth for its shareholders, but at the same time will not
sacrifice ethical and moral obligations to achieve their objectives. As one respondent
stated “the global company itself is very structured in terms of its ethical principles
and guidelines...and as a commercial entity profitability never goes away, and that is

still the primary purpose of being in business - to make money”.

Another perspective added “these things cannot be done in isolation because
business objectives as a cost to morality is flawed with risk, and the consequences
of getting the morality bit wrong can be damaging to your reputation”, he suggested

that a balance is required.

The Marketing Executive stated that “moral and ethics play a big role but within the
framework our company objectives” and gave an example from the company where
the company was the first to initiate “lead free paint”in the African market. It cost the
company more from a raw material cost implication, but the ethics drove the decision
in a market where all the competitors continued manufacturing paint containing lead,

thereby giving the competitors a cost advantage.

From the CEQO’s standpoint, he stated “I maintain the business should have a very

high moral ground and ethics is non-negotiable, in my mind”.

Assessing the descriptive side of the business, it was said that the business has a
history of giving away free paint to customers who complain about a potential
problem, and “n one sense you are sorting the customer out - fantastic. The other
sense is you are creating problems for the future because you are not addressing

and understanding the problem properly.”

From the procurement standpoint when dealing with suppliers, the executive
manager stated that at times they can be a little hard on suppliers, but they will
always be fair as he believes they are also in business to make money and to have a
sustainable future. As he said “You know you can drive someone to the ground to

the extent that they will have to give in because they've got no choice but it's not
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sustainable. As a business ethics principal with my suppliers | will not hold an axe
over your head.”

Since the business was acquired in 2009, it is still seen as being in a transitional
mode, it was stated “we obviously view our business as being quite dynamic and in
transition for a number of years, so | think to get stability in terms of the behavioural
norms and the culture, | would say that is still to be re-aligned to the holding

company and Deco aspirational sort of position on behavioural norms.”

From a descriptive perspective, the respondents were questioned whether the
company has stakeholder objectives. The respondents claimed that there are
stakeholder objectives, but not formally published as a whole. They are present
within functional strategies in the business, such as procurement strategies, sales
strategies, export strategies, and marketing strategies. As stated “/ think they’re
implied. They may not be explicit in everyone’s minds but they’re definitely implied
and understood” and ‘there’s one document that says here are my stakeholder

objectives where everything is put into one, not evident”.

Corporate reputation

To enable a view of the executive team’s understanding of corporate reputation, they
were requested to explain their understanding. This is important to establish

participation relevance for the future information they would contribute to this study.

Overall there was a clear understanding of what corporate reputation is, in two
instances there was a link to brand reputation. In the context of this company in
South Africa, it is quite possible because the brand name and the registered
company name are the same. The executive managers described corporate

reputation as:

“When do you have a corporate reputation? Only when you have something to
lose; it's got something to do with your brand equity that you have in the
marketplace. If you've got something to lose you have a set of values that you
stand for and that that brands represents and you try to live that and do that in the

way you run the business”
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“Corporate reputation is the view that the public have of that company. So
if they look at the company, you get these massive cases that end up in the
media about companies who neglected their social responsibility and they
never bothered about, for example, now pollution cases where they messed
up rivers and they, the companies dumped. They filled it with pollution and
people and animals actually died but it was for them to further the growth of
their company and for that materialistic wealth...and then it's splashed out
in the media and it goes globally and then everybody starts discussing it
and then your reputation, your... It sort of tarnishes the reputation of the

company and it can be quite serious depending how big the issue was.”

“There’s people behind the brand, which essentially make up the
reputation, so corporate reputation, to me, is something that people can
look upon, let’s say what our company stands for: has got integrity, has
high standards, looks after the environment, how are we seen in the
consumers’ eyes at the end of the day, as well as from the suppliers and a

customer perspective.”

“Corporate reputation is the long term standing in terms of integrity in the

market.”

“Corporate reputation for me is something separate from Brand reputation.
Although | think the two are very close together. So | think corporate
reputation for me more plays in the arena of ethics... | see that as
something separate to brand which is obviously more our life blood in terms
of our commercial viability and sustainability going forward, it needs to be

Further to the corporate reputation enquiries, there was a general agreement
amongst the respondents that a company can have more than one reputation with

the exception of two respondents.

The one respondent that disagreed had the following to add: “I think from a
consumer’s perspective, if you say the company’s name; they have one thing in their

mind. And if you have had a bad rap in the media about something that you did
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wrong or harmed the environment or harmed somebody because of your products,
that becomes the default position if it gets enough media attention. The one that
made the company stand out was an individual and how we treated that to our
advantage to get media out of the misfortune of somebody else. And even today, |
mean this individual passed away a couple of weeks ago and even the newspapers
today refer to the company that used him as advertising and as punishment they had
to set up a trust fund for this person. It was a negative reputation for that period. We
got massive media coverage but for the wrong reasons. It is not the reputation that

we wanted to portray.”

The other respondent looked at corporate reputation as a view from outside of the
business only, and stated “a successful, responsible company and again | am saying
ethical company will do all the right things for health and safety, will make sure that it
produces quality that goes to the upper level, but sometimes maybe how we treat
our people may not be visible on the outside, and if anyone looks at us from the

outside they would say what a terrific company’.

One of the respondents who agreed that a firm can have more than one reputation
looked at the situation in a similar setting regarding employees as the one who
disagreed, but addressed it from the point of view of all company stakeholders,
opposing the thinking of viewing corporate reputation from an external viewpoint only,
and stated “I think reputation is in the eye of the beholder, so we might think that we
have a particular reputation which we try and build and put forward, but that is
subject to interpretation by the different stakeholders. So we might believe we are a
fantastic employer because we look at certain elements in terms of our remuneration
positioning in the market, but employees might think we are not good for other
reasons: like we are autocratic. You know that’s on the employee engagement side
so, you might have certain fundamentals where you think that you are good, but that
might not be saleable in that shape and form to various stakeholders who have

slightly different emphasis in terms of their interests.”

Managing stakeholders

The discussions with the Executive Managers were centered on the stakeholder
salience theory as proposed by Mitchell (1997). Three situations were requested

relating to actual experiences had by the managers, and questions were prompted to
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deeply understand what influenced the decisions made by the managers. Each of
the three situations were posed in a manner that would bring forward, where
possible, situations of Definitive stakeholders, Expectant stakeholders, and Latent
stakeholders.

High Salience Situations

All respondents explained situations they had experienced that were highly salient to

them, some of which are shared in this research report.
e The Northern Cape Mall

One particular situation was unknowingly raised by two of the respondents: the CEO
and the Legal manager. This situation therefore brings a very high level of salience,
and offers the opportunity of understanding how each manager personally dealt with
the situation.

The situation was a shopping mall that was painted in the Northern Cape region of
South Africa. The professional painting contractor had purchased the product that
was tinted (mixed to a specific colour) from a small retail professional paint store in
2007. Unfortunately the store had used the incorrect formulation which was meant
for interior use only, this lead to colour fading after a short period post being applied
on the exterior of the building. As the legal manager stated “we had to do very in
depth investigations and our evidence was pointed to the fact that the store actually
made the error with the formulation, so we actually tried to address it in that regard to

the contractor who was suing us because the developer then sued the contractor.”

The claim was raised by the painting contractor in 2008, because the developer
refused to pay the contractor due to the paint fading and up until 2012, the claim had
not been resolved. The developer served the company with a summons out of the

high court.

As the Legal Manager stated “very serious because it, the cost involved of defending
a high court summons and it means the start of high cost litigation. | can’t even tell
you the cost but it can, you know, to get an advocate. | was very worried. | had to

discuss it with global bosses because the moment they it goes to high court it’s in the
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public domain and you can have negative publicity.” (Appendix E refers to

communication from the complainants’ attorneys)

For the company this was a top priority, the Legal Manager said “I remember clearly
| had to leave all my other matters and my first priority, what my global management

said to me was that my first priority was to get it out of the high court.”

The CEO had joined the company only after the initial claims were sent through by
the contractor, and he had to be detailed on what the situation was. He said that
“The situation developed and progressed from people writing letters to each other to
the degree that it eventually came back to my desk and we just didn’t make any

progress.”

According to the Legal Manager, they managed to get the case out of the high court
and she said “we got them to agree to have a round table to see if all parties can

reach an amicable solution.”

The CEO said that “eventually the R & D Director and | flew to the area to meet all
the stakeholders on site.” He stated that “this was a massive claim, | think it was a
700,000 (ZAR) or 800,000 (ZAR) claim.”

After more investigation and the on-site meetings, the company agreed as a gesture
of goodwill to assist with a donation of paint, which would be sufficient to complete

the affected areas, and “make a contribution towards labour.”

According to the CEO, “Okay, an ex-contribution. We put that in writing, etc. but
therefore we need a letter to say that you are comfortable with this and there are no
further claims and that was more than a year ago and we’ve had nothing back from
them.” The Legal manager said the same, and added “we don’t want to have a
negative reputation that people will say what, how come there’s such a big mess at

the mall and it was Brand X Paint.”

When the CEO was questioned about the corporate reputation at the time of this
situation, his response was “this potentially could have had quite a big impact on
future business and corporate reputation, both. It is therefore, after understanding
everything and analysing, what we believe is fair and equitable. So that we, and

most probably more fair and equitable than what the reality was. And that was that
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type of behaviour, | think, is what drives therefore responsibility from the brand,
corporate image and those kinds of things.”

Excluding the labour contribution, the estimated value of paint required as the
donation was in the region of 50,000 (ZAR), the CEO questions if that sum of money
is “worth damaging, the potential damage, corporate damage, brand damage, etc.
and/or future loss of business? But you can only make that decision if you
understand the problem.”

Corporate reputation at the time was a major contributor to the salience of this claim,
as the Legal Manager stated “The corporate reputation was very important both for
the global company and the local view was that the reputation of the company was at
risk, and the brand. Management didn’t want the brand to be looked at in a bad
negative light or that it’s inferior to other brands which we know, you know, we didn’t

want that to happen.”

In this particular case, the stakeholder with the claim against the company had
power, legitimacy, and urgency: all three of the stakeholder attributes were present
creating the highest level of salience from a definitive stakeholder.

In unbundling this particular situation, the company had ended up in this situation by
default. It was their retail customer that supplied the contractor using the incorrect
formulation; however the company’s reputation was now at risk of harm through no
fault on their part. The company could have fought this in court, and had a strong
case due to them not being at fault; however the end result could have been losing
the retail store through liquidation (they are too small to absorb the cost of the claim),
and having the case in the public domain which would have created awareness of
their paint failure, therefore the possibility causing harm to their reputation. The risk

of harming the corporate reputation was driving the salience in this case.

The urgency was driven by the need to protect their reputation and keep the claim
out of the high court because a summons gives a limited time period in which to
respond. The power was driven by the legitimacy of the actual fading complaint, and

the summons in the high court.
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e Government Building in Kimberley

This situation was raised by the Sales and Marketing Executive, where a
government building in Kimberley was painted and a claim against the company was
raised 3 or 4 years ago. A site meeting with all the relevant stakeholders was held,
and it became apparent that there was a problem with the coating (leaching), but the
relevant cause was not properly established. Most often there is preparation
problems, high moisture content in the substrate, and incorrect paint systems used.
According to the respondent, in order to assist the customer and asset owner, the
company had originally decided to repaint the affected areas and make good all
areas of concern, as stated by the respondent “well if you paint the entire building it
is going to cost you R400.000, and that thinking made them make the decision to

z

say they are only going to go and paint the affected areas and not the entire building’

What had transpired since then, is no resolution was ever adopted or executed by
either party, and the claim had now become 4 years old. This was a poor
performance issue by the company technical department responsible for resolving

the issue.

According to the respondent, “the government department had put the pressure on
the contractor, not wanting to pay him and putting through the claims. The contractor
put the pressure back onto the store saying it’s your fault. The store had come back
fo us and said that it’s our problem because the product had leached and, from a

technical perspective, yes, the product had leached.”

The Sales and Marketing Executive was now concerned about the corporate
reputation because Kimberley is a small town, and as he stated “the building is really
looking pathetic. Everybody knows it’s been painted with Brand X so | only got the
information last week.” He then reflected that there was some internal conflict as to
why the claim was not settled and to what extent the company had committed to
make good, and there was miss-communication and confusion between what the
company said we would do and had not done anything and stated “I then made a
decision yesterday to say well we will repaint the entire building, although it is going
to cost us R200.000 extra.”
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He elaborated on the issue further by stating “we’ve actually dragged this claim for
so long that it wasn’t fair on the customer, where the contractor bought the paint from,
| mean, the relationship is destroyed. The contractor is highly annoyed. The
government building is looking pathetic and they are upset so, | mean, it’s the whole

chain of events that needed to be rectified.”

The respondent said there were two things driving this: “corporate reputation (one)
because there’s various stakeholders and word of mouth is actually quite dangerous,
especially in a place like Kimberley or in any area. You also put the reputation of our
company at stake with your customer, right, where you could lose potential business.
So there’s an impact on business, with the contractor as well and | think, from an
ethical/moral point of view, if your staff are saying, “This is what we agreed in the

meeting.” You cannot go back on your word.”

When questioned whether his decision to rectify the situation was based on moral
and ethical grounds or business objectives, the respondent stated “I would say the
driver would have been probably more moral. If the meeting occurred where we were
categorically saying, “Listen,” from day one, “We are only going to be repainting the
affected areas,” which was probably the right thing to do. Then | would stand by
saying, “‘We wouldn’t repaint the whole building.” But the mere fact that you've
actually agreed to the contractor that this is what you are going to do; he’s gone back
to the customer and the customer has gone back to his customer — | think that is
where the horse has bolted.” (Appendix F refers to internal communication regarding

the project)

The respondent reflected in saying “I think what we do is the minute we see that
these are big claims we kind of just stretch it and it does a lot of damage in the long
run.” He emphasized and alluded to that as a company in the future they must admit
when there is a problem, and execute a faster resolution to avoid any reputational

damage.

This situation is another example of a high salience claim, and shows all three
attributes of power, legitimacy, and urgency, but again reputation is viewed at risk by
the manager.
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Where this situation differs from the mall, is that the pressure exerted by the
stakeholders with the Kimberley case is not as dramatic as with the mall because
there were no legal implications yet with this case. Because of the extent of the
legitimacy of the claim (the paint had failed) an inherent power was at play, and this
power was coupled with the threat of damage to the reputation. The urgency was
driven by poor past performance from the company in this regard (the delay in
resolving the issue when it originally arose, and false promises), which also had an
impact on the reputation, and the respondent had to make good as quickly as

possible.
e Other Highly Salient Situations

The Procurement Executive spoke of a situation where the company had a claim on
the raw material supplier for supplying faulty raw material. The net effect was faulty
products were produced and sent to market and in-store. The impact was claims by
consumers and professional contractors due to product failures, and reputational
harm - and a financial claim against the supplier, “it was all legitimate traceable
referenced and we ended up with a sizable payback.” From a corporate reputation
perspective, he stated that “whenever you have customer complaints like this
corporate reputation is paramount so that is why the speedy resolution, the extent to
which we’re out there in the cold phase ensuring that we resolve those claims and
we know about it and they’re legitimate. You know, with a sense of urgency. You
know and we basically pay for the resolution of the problem, helps you protect your

reputation.”

The remainder of the respondents all gave examples of past experiences where their
salience was high due to all three attributes of power, urgency, and legitimacy being
present. They all alluded to the fact that when the corporate reputation was at risk of
being harmed, the salience increased, and this was mainly driven by the legitimacy
of the claim.

Moderate Salience Situation

¢ Time and Resource Management

The CEO said that, depending on the situation, if it is not highly salient he will

delegate the situation to one of the Executives or Managers to resolve. As he said “If
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everybody for everything demands my immediate attention I'm going to work 37
hours a day, flat out, and | won’t get everything done.” He further stated “what | have
done, especially internal, when someone asks me for X, Y and Z internally or send
me things; | sometimes ignore it completely because 1 think it is completely utter
nonsense.” In evaluating his comments, it is clear that legitimacy would not be

present in those situations.
e A Supplier Situation

The Procurement Executive gave an example of the Aerosol manufacturer who toll
manufactures the spray paint for the company. He stated “we know is not a good
supplier but, you know, it's a case of he’s the best of the worst.” This immediately
implies that there is legitimacy lacking. He further stated “we have intermittent
supplier problems and things like that and it’s also a case of saying, you know, really
we either got to accept what we get and we deal with it as and when the issue has
come up or alternatively, you know, if we start to put undue pressure on the supplier

they’ll simply put their hands up and walk away.”

“It gets limited attention but it does have stakeholder impact on the other side when
we don’t have stock available. But then we discussed it as a business and
guestioned what the impact of reputational damage is if we don’t have any more of
aerosols in the market place? and the business has agreed that based on its number
of resources and the ability to deal with this particular issue we are not going to
pursue it. It’s not worth the effort and the impact on the business from a reputational
perspective is small.” He then stated the business will attend to any aerosol product

claims when and where they arise.
e A Customer Situation

The Sales and Marketing Executive gave an example of an experience he had with a
retail customer. This customer had been long standing for a number of years, but felt
that the company had breached his contractual territory by allowing a new retall

outlet of the same business profile to open in his area.

The respondent explained “This customer was a paint specialist of ours for quite a
few years. He actually bought one of our stores and he was our primary distribution
into the trade market in a specific area. Then when | took over in January |
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discovered that the sales rep that used to service him, that we appointed him as the
Preferred Stockist cutting this guy’s territory in half. But the problem was this
company was over a period of time actually in breach of contract because he was
buying other paint selling and it. He was actually using his market position to

promote his own, to promote the competitor brand and we had an issue with that.”

“He was threatening us to close his account, he was threatening to throw us out and
replace us with another brand and he was putting a lot of pressure on... legal
pressure, legal letters that we got that we were in breach of contract, that we are
deliberately sabotaging his business, all sorts of claims while we were still supporting
this guy. | mean he phoned me at night, and every now and then | received a phone
call, 1 could not get rid of the guy. He was on my case. And then | visited him once
and then afterwards me and another colleague of mine had a meeting and we
started debating what we should do. Should we react, should we give in or do we
Just wait and see what happens if he doesn’t want to play it out. And we decided just

to wait and ignored him flat out.”

“Eventually the pressures of doing business and generating a continuous profit were
stronger than him. You know he was urgent by trying and see if he could not get
concessions out of us...he is still a customer and better today. | actually think that
experience did him a lot of good because it made him realize who his real partners
are in business and the last time | heard, there is a lot less of the competitors stock
in his shop and he is playing ball with us now.” (Appendix G refers to legal action

taken by the customer)

The above discussion was clear that the customer tried to influence the manager
through use of legal power and withholding strategies. The customer lacked
legitimacy in terms of his claims; the net result was not receiving concessions from

the company and the manager not attending to his claims.

From all respondents interviewed, when describing their situations of moderate
salience: 7 out of 8 examples lacked legitimacy, 2 of which lacked urgency as a
result of lack of legitimacy, and 1 only lacked urgency alone. The situation that
lacked urgency alone was an internal situation between the Finance Director and

employees managing reporting deadlines.
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Low Salience Situation

e A Potential Supplier Situation

The R & D Executive gave an example of a potential supplier who was trying to sell
raw materials to the company: “a raw material supplier who has given me things on a
regular basis, samples to test. As far as | am concerned they give me a lot of things
and they want me to test it, | had one this morning. He has phoned me about half a
dozen times, it was his father, he said that his son spoke to me: his son never spoke

to me. In that case, all | do is ignore it. It happens on a regular basis.”

As far as the pressure the supplier applies, the respondent stated “phone calls, and

asking me to evaluate their products. | am weighed up in internal priorities.”

The respondent was asked whether or not this particular supplier deserved
stakeholder status, his answer was “No” and he confirmed that he has never paid
any attention to their claim or demand. He stated that his decision not to
accommodate the supplier was based on business objectives, and that there was no

potential negative impact on the corporate reputation.
e A Subsidiary Company Situation

The Exports Executive raised a situation where the company has an operation in
Malawi. It is a separate entity belonging to the group, and manufactures and
distributes its own paint products locally within Malawi. The raw materials are
procured and sold to them by the South African company. The situation was
explained as “the company is a subsidiary company in Malawi, their demand is that
we have got to be lenient towards them in them paying their account. Obviously in
holding up the fact that the country is in dire straits and they can’t raise enough
money and | think the way we are treating them is with firmness so that they
understand that they have got to take responsibility for managing the business. And |
mean it is now six months, we have not supplied them but they are delivering the

numbers. | don’t know how they do it.”

The Exports Executive is accountable for their results and stated that at times one
needs to make very difficult decisions, and he explains the pressure Malawi is

exerting on them whereby “they keep on reducing their latest view forecasts. Not
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giving us the numbers that we should be getting, claiming that they are not getting
stock. But we know they have to pay salaries, they have to pay their bills, they have
got to make it work. Actually what we have done, thinking about it, we have actually
matured them, that they can actually wash their own faces, they are not a kid
anymore. | think for too long we have treated them with kid gloves not forcing them
to take responsibility for their own wellbeing. And what it is proving now is that they
have matured through all of this. They are getting the raw material through from
somewhere, they are making the sales, they are producing what they need to
produce, they pay their accounts, they have reduced their account in South Africa
and they are delivering profits.” He maintains that there has been no impact on the
corporate reputation.

Essentially, in this case, the Malawi business clearly had urgency, but lacked
legitimacy because they were always defaulting on their payments, and to some
degree lacked power because they were unable to get the manager to supply the
materials they require to continue manufacturing. There is a clear withholding
strategy in place by the South African business as a means of influencing the Malawi
business as a stakeholder. (Appendix H refers to the debtor’s statement for Malawi)

e An Ex-customer Situation

The Legal Manager spoke of a prior employee who resigned from the company to
open a paint retail store. This customer had a contractual agreement (Preferred

Stockist Agreement) with the company, and therefore was entitled to certain benefits.

“The problem is he ran into huge financial difficulties and we had to serve him with a

notice of termination of his preferred stockist agreement.”

The following pressure was exerted by the customer to try and create power: “He
has gone to his attorney and has been threatening us with letters so I've been
responding diligently to those letters and then recently there’s no merit. He doesn’t
have a case. We don’t owe him anything... | used to respond and then I've reached
a point where I'm tired of this because he has not been honest with his lawyer for
one.” The customer continues claiming that the company owes him money for credits
from stock returns and commission, she stated that upon investigation “We don’t

owe him anything; he’s saying that we owe him things and he can’t show the proof of
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it. He can’t come up with any documentation. We've got all the proof on our side
that everything has been attended to on our side.”

The respondent in this case no longer attends to this individual’s claims, the
company views the claims as having no legitimacy, the individual is attempting to
create power, and the sense of urgency could still be present because the
respondent stated that “the lawyer stopped sending letters and is now making phone
calls.” (Appendix | refers to communication from the firm to the customers’ attorney

in response to the claims by the customer)

Legitimacy

Research was done in terms of whether or not a claim would still be attended to if
the claim was seen as legitimate, but the claimant not, and if it would be attended to
from a moral perspective. All respondents believed that the claims should be
addressed from a moral perspective. One respondent stated that both the claim and
the claimant would need to be legitimate for him to attend to the claim, the other 7

respondents said the legitimacy of the claim is what needs to be addressed.

A respondent stated “the driving factor would be the claim that has essentially been
made”, and another stated “Let’s say it is a claim where it impacts on the
environment negatively or the health of someone. Morally yes because in order to
have a legitimate organisation you are morally obligated to make sure that you
handle all sorts of claims.” Figure 12 shows the management response based on:

the claim only or both the claim and the claimant need to be legitimate.

Normative Legitimacy

H Claim Alone

Claim and Claimant

Figure 12: Normative Legitimacy: Manager’s perspective
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4.4.2 Responses from Stakeholders

To further research, and establish results for question 2, various themes were
applied due to the broad range of elements that impact on how the stakeholders are
affected by management actions and decisions based on actual stakeholder
demands, and due to the extensive scope of stakeholder theory. These themes

included:

e Organisational elements
e Corporate reputation
e Managing stakeholders

e Stakeholder Influences

Organisational Elements

In understanding the descriptive, normative, and instrumental aspects of the
company from a stakeholder's perspective, the stakeholders were asked if they

believed:

- That the company’s objectives are geared more towards meeting
shareholders’ requirements

- That the company’s objectives determine how they are managed as a
stakeholder

- The company’s management drive ethical and moral behaviour when

managing you as a stakeholder

Figure 13 depicts an interpretation of the responses received from the respondents.
Although not all respondents were in a position to offer their viewpoint on the
statements, none of the respondents disagreed with any of the statements. The
scoring on the normative aspect was low, and given no bias, could result in the
stakeholders not having experienced any situations that would produce normative

behaviour.
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M Yes
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No
H Maybe
Company Company Management
Objectives = Objectives = portray ethical &
Shareholder Managing moral behavior
requirements Stakeholders

Figure 13: Organisational Elements: The Stakeholder’s View

From an instrumental perspective, the one employee responded with “If | look at
something like Project X, where jobs have been scaled down and people just get
more work thrown at them. There’s a reason for that and that is things like Project X,
Project Y, all of these projects where they, yes, they do get rid of people or they

combine five jobs into one.”
Two comments from a normative perspective were:

“Certain items that I've manufactured for them or designed for them, specifically for
them, they will only buy from me. They won'’t take my design and give it to
somebody else to manufacture, even though they could possibly get it somewhere
else cheaper. And likewise, items that they get manufactured by somebody else,
they don'’t give to me to price for them, because | know | could make them cheaper.
So, | think ethically they are ... | think sometimes from a price perspective; they will
stick with you, even though the price could be beaten by someone else. Price can
always been beaten, but | think ethically they would stay with you, because ethically
you've been dealing and designing and developing things with them and they would

stay with you.”

“‘When | was still working for the U.K. business my mum got diagnosed with cancer
and it was never heard of that | can go and work in a different country but they
accommodated it, and | came to work in South Africa for 3 months while | helped my

mum recover.”
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Corporate Reputation

To establish relevance for future discussions, the respondents understanding of

corporate reputation was explored. The following responses were stated:

Employees

“Corporate reputation is how unrelated independent third parties react to
your brand or how your company is being portrayed in the media or
press releases or even to a degree your product... If we painted the
Empire State Building and it went green, you know it would, that would

damage our corporate reputation.”

“My understanding of corporate reputation is what people actually think
of the company. So it is if you have to ask a stranger what they think of
Company A they will give you a certain answer. If you ask your clients
what do they think of Company A it is, | think, how the external

community perceives the company.”
Customers

“I'm not quite sure there is one. I'm not quite sure that the corporation or
the organisation has a reputation. | think individuals who work for a

company have a reputation.”

“ would say it is the people that are running the company and it is how

they represent themselves.”

Suppliers

“It’s all about image in terms of how you’re seen by the shareholders and
stakeholders, be it the public out there or your customers and your fellow
shareholders and businesses in the way that they see you behaving in
business, so be it either environmental issues or corporate moral issues
in terms of bribery, corruption, fraud. So I think it’s the way the greater
public or your customers and shareholders view you as a business and

how you behave.”



Overall, there was a general understanding by the stakeholders of what corporate
reputation is, with the exception of one customer who believed there is no such
concept. Further to the reputation enquiries, there was a general agreement
amongst the respondents that a company can have more than one reputation with

the exception of that one respondent. Some perceptions from employees were:

“l think that they are to a degree like people. They can, for lack of a better word,

manipulate their image in certain areas when it comes to certain things.”

“I think our company has a reputation that they do look after their employees. There
is a feeling of care from senior management. That everyone is not just a number and
the senior manager actually knows most of the employees. However, if you look at
the global company / don't think they actually care about anyone in their smaller
divisions. | think it is getting the best output from the least amount of people, money,
effort and all of that.”

One supplier mentioned that a company could have a reputation of supplying a great

product, but also have a reputation of being expensive or a bad employer.

Managing Stakeholders

The discussions with the eight stakeholders were centered on the stakeholder
salience theory as proposed by Mitchell (1997). Three situations were requested
relating to actual experiences held by the stakeholders where they raised a demand,
claim, or issue with the management of the company. Questions were prompted to
deeply understand what influenced the decisions made by the managers. Each of
the three situations were posed in a manner that would bring forward, where
possible, situations of Definitive stakeholders, Expectant stakeholders, and Latent

stakeholders.

High Salience Situations

e Arrears in Company Tax

An employee explained a situation where shortly after joining the firm he realised
that the company tax was not compliant. He stated “I realised what a disaster our tax
was in, so | raised the issue and made the demand that we need to get this sorted

out, we had not submitted tax since 2007, and this was probably around 2011 when
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this all came out.” The employee proposed a solution to management to solve the
problem, and pressurised management for an action plan based on what was
evident. There were not many alternatives regarding the situation, management
agreed and assisted in facilitating corrective action. According to the respondent,
both moral grounds and business objectives were at play, “there was a moral
obligation in terms of being a good corporate citizen and having your tax house in
order, as well as business obligations in terms of you have to have a tax certificate to

tender or maintain accounts with big clients.”

According to the respondent, corporate reputation was a large driver of salience, “it
would be a problem if the company landed in the headlines because SARS was
taking us to court... if our largest customer asked where our tax clearance certificate
is and if we said no, that does not look very good on us as a corporate citizen, so |
think in terms of managing your relationship with your customers, as well as your
broader reputation in terms of your government and local authorities | think they

were very aware of that.”

The outcome was that the company became 100% compliant, as the respondent
said, “we got our house in order.” (Appendix J refers to the valid company tax
clearance certificate)

In this situation, the stakeholder, being the employee, had legitimacy (the company
was not legally compliant with legislation), which along with his skills gave him power,

and the risk of harming corporate reputation drove the urgency.
e Incorrect Software Updates

The supplier of plant and equipment (for tinting) owns the distribution rights in South
Africa for the software used at point of sale for in-store tinting (colour matching). The
company uses this supplier for managing the formulation database. The formulations
used to mix colours are updated regularly in-store so that all retail outlets have the
most recent and accurate formulations. If the formulations are incorrect, the
company accepts liability and claims can run into large sums of money through
replacing product and labour claims. “Tagging” is a term used for differentiating
between interior and exterior formulations, if an interior formulation is used for

exterior paint, the colour will fade within a few months of application.
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The supplier noticed that a new formulation update was produced that did not
include the appropriate “tagging”, which would have costly consequences if the

formulations went to market. The respondent stated:

“Recipe updates that went out was sent to us and was a complete mess just in terms
of the way the tagging had come through, so you weren’t even getting a selection of
colours; so from 12000 odd colours | think the thing dropped down to about 4600

colours ...and the recipe updates were going to all the customers.”

“l went straight back to the lab and told them “you can’t send that out”. They had cut
the discs and given it to the reps already but luckily none of them had gone out and
actually issued the discs so we could stop it. The R & D Director could recall all of

the discs and we could re-issue.”

The respondent said that the response was extremely fast from the company, and

from a reputational perspective, he stated “they would have looked like idiots.”

This situation showed high salience with a legitimate problem, power in that the
company could lose money and harm their reputation, and urgency due to the timing

of the update.

Moderate Salience Situations

e Product Claim

The professional contracting customer had painted a house, patchiness had become
visible under wet conditions, and streaks would appear once dry, the customer

stated:

“It might not be per the technical people; it might not be a problem; it might just be a
phenomenon without any integrity of the product. It still does the job, but the
aesthetic appearance is not right. This problem has been going on, | think, for over a
year, probably two years. We have addressed it. The company has dragged their
feet in resolving the problem. It might only be a small, little house in Johannesburg,
whereby maybe 10 drums or 8 drums of paint is required to rectify the problem, I just
feel that The company haven't played their part properly in coming to the party and
offering to re-paint this house. We understand that this might just be a one-off

home-owner and you might never do business with that person again, but in this
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case it was a little different, because the person’s house happens to be the PA of the

MD of a large building company and | don’t think it went down in sort of good taste.”

The respondent stated that the technical people from the company had done their
part of the investigation, and stated that nothing was forthcoming from the manager

who makes the decision. As he stated, “management didn’t react quick enough”.

Pressure exerted by the customer was telephone calls and dealings with his sales
representative, and the Trade Sales Manager was kept informed as he was copied

on email.

The customer believes that the sales manager did not view the situation in a serious
light. He still had not had an outcome, and this was the 3™ or 4™ time that this had

been raised. (Appendix K refers to the paint failure complaint)

This situation clearly has legitimacy, the urgency is apparent but the customer is not
being treated fairly. The customer has power due to his company’s annual spend
and relationship with the company; however he has not utilised his power to
influence any senior managers. The sales manager and the technical department
both showed poor performance with this situation, and have created risk for the
corporate reputation. If this was escalated to a senior manager, the salience would

most likely be high with immediate effect.

All other respondents raised situations that lacked urgency, any risk of harm to
corporate reputation was minimal, and power was dependent on the legitimacy of the

situation.

Low Salience Situations

One of the employees explained the company head office move, which brought
about changes that employees needed to adapt to. One of the changes was an
automated coffee machine that contains only powdered milk. There was no longer
going to be fresh milk available for employees.

The employee explained “I raised it and said, “Guys, for the amount of money that
you are going to spend the morale you are going to save by just allowing them to

have their fresh milk. They've always had their fresh milk in the offices.”
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“And it was completely squashed, completely. And a lot of people are frustrated and
irritated because there is no fresh milk on site because the company has always

supplied them with fresh milk.”

The employee felt that it was wrong of management to take away the perk, because
employees have made other sacrifices to move with the company to the new

premises, and management were not interested in changing the status quo.

In this situation, there is some form of legitimacy, however there is an automated
coffee machine available. Urgency is apparent, but power is not present to enhance
the salience. Corporate reputation will not be harmed, as this is not something that
will end up in the media - a few disgruntled employees. The employee stated that the
staff members could have collectively influenced management from a stronger

position if they all stood together instead of talking about it in the corridors.

None of the other stakeholders had a situation to speak of, most said that the
company’s management will always communicate or try to resolve a problem — they
have never been ignored. One customer stated “we will just keep on at the
managers until we get some feedback, it doesn’t necessarily mean it is going to be in

our favour.”

Legitimacy

Research was done in terms of whether or not the respondents believed that a claim
would still be attended to if the claim was seen as legitimate, but as the claimant they

were not, and if it would be attended to from a moral perspective.

Two respondents stated that both the claim and the claimant would need to be
legitimate for managers to attend to the claim; the other 6 respondents said the
legitimacy of the claim is what would be addressed.

The 6 respondents suggested it would be from a moral perspective.

Figure 14 shows the stakeholders’ responses based on: the claim only (yes
management will attend to the claim); or both the claim and the claimant need to be

legitimate.
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Responses from stakeholders

M Claim Alone

Claim and Claimant

Figure 14: Normative Legitimacy: Stakeholders’ perspective

Stakeholder Influences

The theory states that stakeholder coalition is where a network of stakeholders
collectively create greater power to influence the organisations (Rowely, 1997). The
example used by the employee regarding the low salience “milk” situation is related
to what Rowely (1997) wrote, she stated that “if all the employees stood together and

raised that concern it would have been addressed”.

A supplier stated that he can influence the company to use his services over and
above his competitors through servicing the company’s customers better than his
competitors and creating relationships with the company’s customers. In this way,
the company’s customers will influence the company on his behalf. He stated “I'm
hoping that I'm getting your customer to force you to use me.” He would be using a

network of stakeholders to influence the company.

An employee raised a similar situation regarding the move of the company head
office: The company ruled that there was going to be no additional transport
compensation for any employees who have to travel further to the new head office.
Some lower paid employees jointly called a union meeting to address the situation,
as they felt it would no longer be viable to work for the company if this was the case.
They jointly requested additional compensation with a number of reasons. The
management noted their demand and decided with a view of motivation to assist

them with an additional R500 per person per month.
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The stakeholders were questioned on how they could influence the company from a
stakeholder perspective; withholding and usage strategies as explained by Frooman
(1999) were identified.

A supplier suggested that they could withhold their supply of skills in saying “listen |
don’t want to store those shakers, | don’t want to install those shakers, the fact that
they are breaking in the field” as a way of influencing the company to purchase his

equipment instead.

The other supplier suggested that if you are not satisfied with what a company is
doing, “you’ve just got to non-supply... So, if you’re not getting paid by them, you put
them on stop and you withhold your resources”, which is an example of a usage

strategy.

Conclusion to Research Question 2

Organisational Elements

Information gathered on the company falls within the scope of the descriptive,
instrumental, and normative theory by Donaldson and Preston (1995).

The views from the 16 respondents showed consensus that companies are in
business to create wealth for the shareholders, and besides restructuring initiatives
that have occurred in the past, the respondents showed that the company does not

create shareholder wealth at the expense of the stakeholders.

All respondents agreed that there are company objectives in place, and that the
stakeholders are managed accordingly.

The CEO stated: “I maintain the business should have a very high moral ground and
ethics is non-negotiable, in my mind”, and the culture in the organisation is driven

from the top down.

Figure 15 shows all the respondents’ views on executive thoughts and behaviours

regarding instrumental and normative aspects.
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All respondents thoughts on : Executive
behavior

10

M Instrumental

Normative

Figure 15: Instrumental and Normative behaviour: All respondents

Information revealed in the high salience case studies show executive management

applying the necessary resources to protect and enhance corporate reputation.

Many of the situations were ethical by nature and viewed by the management as the

right thing to do.

Corporate Reputation

Upon reviewing the explanations given by the respondents of their understanding of

corporate reputation, overall the respondents showed a general understanding -

except one customer did not believe there is such a concept as corporate reputation.

The following elements were evident from their explanations:

“When you have something to lose”

“A set of values that you stand for”

“The view that the public have of that company”

“What the company stands for: integrity, looks after the environment”

“Plays in the arena of ethics...something separate to brand which is more our
life blood...needs to be safeguarded in a different way”

“How your company is being portrayed in the media”

“It is the people that are running the company”

“How you are seen by the shareholders and stakeholders”

“Environmental issues or corporate moral issues in terms of bribery,
corruption, fraud”

“The long term standing in terms of integrity in the market”
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The respondents’ understanding was important from a relevance perspective
because the respondents were questioned on corporate reputation when looking at
various real life cases and experiences. 13 out of the 16 respondents explained that
a company can have more than one reputation, two of the respondents disagreed
and viewed corporate reputation holistically from an external perspective, believing

an organisation can only have one reputation.

Managing Stakeholders

This section is most critical in answering question 2 as it relates to direct activities
and situations that the executive directors and stakeholders have experienced with
the organisation. It relates to the to whom (or what) do managers pay attention? part
of the theory and is seen as the descriptive aspect of stakeholder salience (Mitchell
et al. 1997). As mentioned in chapter 2, stakeholder salience is defined by Mitchell et
al. (1997, p. 869) as “the degree to which managers give priority to competing

stakeholder claims”.

High Salience Class: Definitive Stakeholders

e Three situations were addressed in detail by the managers, and the following

was observed:

From a stakeholder class perspective all three cases represented the definitive
stakeholder class as seen in the theory. Within each claim the attributes urgency,

legitimacy, and power were present.

An observation outside of the theory is that in all three cases, and other cases stated
by the other five managers: is that corporate reputation was a driving factor in view
of the salience.

An inherent power was also visible in the claims based on the legitimacy of these

claims.
e From the stakeholders’ situations, the following was observed:

All three situations described represented the definitive stakeholder class where all

three attributes of urgency, power and legitimacy were present.
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Again, an observation was noted that corporate reputation was a key driving force in

the salience.

Moderate Salience Class: Expectant stakeholders

e Situations explained by managers

In the three situations addressed, legitimacy was the one attribute lacking, but the
other two attributes of power and urgency were evident and therefore these

situations correspond with the expectant stakeholder class.

According to Mitchell et al. (1997), these stakeholders would be dangerous
stakeholders due to legitimacy lacking, such as wildcat strikes, sabotage, and

terrorism. In these cases, the theory does not correspond to the responses.
Another observation is that, in all three cases, corporate reputation was not at risk.
e Situations explained by stakeholders

The situations explained by the stakeholders proved that urgency was the one
attribute missing in most cases. The theory states that they would fall into the
expectant stakeholder class by having only two attributes, and because urgency is
missing, they would be classified as dominant stakeholders. The cases

corresponded to the theory.

In these cases, corporate reputation was at risk in only one situation, being the
product claim. If the customer had created awareness of the claim with senior
management, then the claim would have become more salient due to the risk of
harming the reputation. This would have then become an example of stakeholders
moving between classes, from the expectant stakeholder class to the definitive

stakeholder class.

Low Salience Class: Latent stakeholders

e Situations explained by managers

All of the three cases explained only had urgency; they were missing the two
attributes of power and legitimacy. According to Mitchell et al. (1997) they would be
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classed as latent stakeholders for only having one of the attributes, and would be

seen as demanding stakeholders.

The theory adopted by Neville et al. (2011) argues that a stakeholder possessing
urgency alone should not be granted stakeholder status because, if they lack power
to influence the firm and legitimacy as a claim, then managers will not consider them

as stakeholders and there will be no salience.

Using the case with the potential raw material supplier, when the respondent was
guestioned whether or not he would give the supplier stakeholder status, his answer
was “no” and that he had never paid any attention to their claim or demand. This

corresponds to the theory presented by Neville et al. (2011).
There was no risk of harm to the corporate reputation.
e Sijtuations explained by stakeholders

There was only one situation raised that falls within the scope of latent stakeholders.
In this case, there was only legitimacy to an extent based on prior benefits the
employees received at work (fresh milk supplied by the company), and low employee
morale. There is an impact on how the affected employees view the corporate
reputation, but does not hold sufficient ground to influence the management.

In this case, they would fall under discretionary stakeholders who correspond to the
theory, and they have the ability to gain power through stakeholder coalition by

standing together as a network of stakeholders to influence the management.

This would then move them to the expectant stakeholder class, as dominant

stakeholders, and their claim would have a higher chance of being addressed.
None of the other respondents could recall situations to discuss.

Normative Leqgitimacy

Research was done in terms of whether or the respondents believed that a claim
would still be attended to if the claim was seen as legitimate, but as the claimant they

were not legitimate, and if it would be attended to from a moral perspective.
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An executive manager stated “the driving factor would be the claim that has
essentially been made”, and another stated “Let’s say it is a claim where it impacts
on the environment negatively or the health of someone. Morally yes because in
order to have a legitimate organisation you are morally obligated to make sure that

you handle all sorts of claims.”

A stakeholder said that it was the claim one should look at first, and thereafter the

claimant.

In total, 81% of the respondents stated that the legitimacy of the claim is what is
important, even if the claimant is not legitimate, the claim should still be attended to
by management. They believed the claim should be addressed because it is morally
correct and the right thing to do.

The research corresponds to theory proposed by Neville et al. (2011), where if the
claim is normatively legitimate but the stakeholder is not, then the claim will still be

salient and attended to by the managers.

Figure 16 shows all respondents view of normative legitimacy.

Respondent's View

E Claim Alone

Claim and The
Claimant

Figure 16: Normative Legitimacy: All respondents

Stakeholder Influences

Further to the theory stating that stakeholder coalition is where a network of
stakeholders collectively create greater power to influence the organisations (Rowely,

1997), the research conducted substantiates the theory based on the following:
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The example used by the employee regarding the low salience “milk” situation where
she stated that “if all the employees stood together and raised that concern it would

have been addressed”.

The supplier that gave the example of using networking with the company’s
customers to retain and grow his business with the company stated “I’'m hoping that

I’'m getting your customer to force you to use me.”

The situation regarding the move of the company head office: The employees
collectively used the union to gain additional compensation from the company for
travel costs. The management noted their demand and decided with a view to
motivation to assist them with an additional R500 per person per month.

The theory of stakeholder influencing strategies includes withholding and usage
strategies as explained by Frooman (1999), findings show that the research

substantiates the theory as follows:

A supplier suggested that they could withhold their supply of skills by saying “listen |
don’t want to store those shakers, | don’t want to install those shakers, the fact that
they are breaking in the field” as a way of influencing the company to purchase his

equipment instead. This would be considered a withholding strategy.

A respondent suggested that if you are not satisfied with how a company is behaving,
“you’ve just got to non-supply... So, if you’re not getting paid by them, you put them

on stop and you withhold your resources”, which is an example of a usage strategy.
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CHAPTER 5: DISCUSSION OF THE RESULTS

5.1 INTRODUCTION

The questions raised in chapter 2 are discussed within this chapter through
comparing the findings from the interviews with the 16 respondents interviewee
details in chapter 4, and with the topics addressed in theory raised in chapter 2.
According to Patton (2002), qualitative research creates findings taken from real
world environments where the phenomenon of interest unfolds naturally. The
purpose is to identify how the senior managers and various stakeholders of the
South African company behave in real life situations, how this information can be
interpreted in order to answer the questions raised, and how the information

correlates to the theory presented.

For referencing purposes the research questions from chapter 2 are repeated:

Research Question 1

Who are the firm’s stakeholders and what stakeholder attributes of power,

legitimacy, and urgency do they possess?

Research Question 2

How do the managers of the company prioritise stakeholder demands and how
are the relationships aligned with the stakeholder salience theory?

5.2 DISCUSSION PERTAINING TO RESEARCH QUESTION 1

5.2.1 Who or what the firm’s stakeholders are

An objective was to identify who the executive management believes who or what
their company’s stakeholders are, when asked for a definition of a stakeholder from

their perspective, the following key elements were stated:
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A stakeholder should “have a vested interest in the organisation”, “have something to
lose or some reward attached”, “have an impact on or are impacted by the firm’,
‘have some direct bearing or influence”, “directly or indirectly makes an impact on

performance for the benefit of both parties”, “adds significant value to the business”,

“‘who or what has got potential positive or negative impact on the brand reputation”.

In assessing the statements made by the executive management, there are clear
commonalities between what was originally defined by Freeman (1984) and them.
Freeman (1984, p.46) mentions ‘who can affect or is affected by”, the management
team strongly mention “directly or indirectly impact or impacted by”, and “vested
interest” (having a stake). Freeman (1984, p.46) in his definition states “the
achievement of the organisations’ objectives”, whereas the management did not look
at it only from a one sided perspective being the organisation: they stated
“performance for the benefit of both parties”, “have something to lose or some
reward attached”, which in assessing the definitions from the executive team show a

clear reciprocal nature.

The stakeholders were given an opportunity to state their definition of who or what a
stakeholder is, they stated “supply a service to the business that is both critical to the
business and ourselves”, “somebody who has a vested interest”, an employee stated
“deliver what | can to other stakeholders in the company, if | don’t do that | wont get
paid”, “should the company do well the stakeholder should also do well”, “we are
reliant on them so that we can push their product”. Once again there was a lean

towards reciprocity with what the external stakeholders had stated.

A summary of who the managers believe their company’s stakeholders are, and how
they perceived them as primary versus secondary stakeholders can be referred to in
table 12.

It is apparent that the company strategy could have an influence on who the
managers view as stakeholders. The theory as mentioned in chapter 2 does not
include competitors as primary stakeholders, yet the managers do believe that they
are. This can only be from the competitors’ ability to affect the firm’s performance
and management decision making on long and short term strategy. Clarkson (1995)
states that a primary stakeholder is one that if the company does not have this

stakeholder, the company will not be able to continue as a going concern - this is not
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the case with the competitor. Yet management view competitors as having the ability
to strongly affect the firm and classes them as primary stakeholders. Consumers and
customers are shown separately within this case due to the business to business
nature of the firm, the firm does not trade directly with consumers rather through
retail outlets, yet views consumers as primary stakeholders because they create the
demand. Head office is shown as a primary stakeholder due to the influence on the

management decision making from a global reporting perspective.

With reference to figure 6, employees were the most cited stakeholders, followed by
senior management which would be themselves in relation to the global structure,
and customers. Thereafter the suppliers and the company global headquarters were
the most important. Clarkson (1995) viewed government and communities as
primary stakeholders, whereas the management team cited them mostly as
secondary stakeholders who are affected by the firm’s actions from a secondary
nature or subsequent affect. The findings in this research substantiate what Tullberg
(2013) states, where this narrow view of who the stakeholders are includes:
shareholders, customers, employees, suppliers, at times the community, and
managers due to the controversy surrounding self-interest. There is also a sense of
what Tullberg (2013) states that almost everyone can be indirectly affected by a firm,
but considers this insufficient without making a contribution or having a role in the
firm. Having a contribution or a role in the firm was very evident from the

respondents’ interpretation of who they determine their stakeholders are.

5.2.2 Classifying stakeholders through attributes (power, legitimacy, urgency)

In chapter 2, Mitchell et al. (1997) question if an organisation and stakeholders have
a relationship, what could be the nature of that relationship? They state that various
definitions show how the firm is dependent on the stakeholder for survival, or how
the stakeholder is dependent on the firm; some include contractual relationships,
power-dependence relationships, and a legal or moral right, or an interest. Mitchell et
al. (1997) suggest that to understand “the principle of Who and What Really Counts”,
stakeholder relationships should be evaluated in terms of the attributes of power,
legitimacy, and urgency; to which managers perceive stakeholders on those
attributes and the stakeholders become salient to the managers.
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The respondents were all interviewed to determine their perception of whether or not
they considered identifying someone or something as a stakeholder based on the

three attributes of power, legitimacy, and urgency.

When enquiring what attributes they thought a stakeholder should possess, one
respondent failed to answer the question, while the remaining 15 respondents all
referred to legitimacy as an attribute. Four of the respondents discussed power

within their explanation:

e Two respondents stated that there is an inherent power stemming from the
stakeholder having legitimacy

e One respondent mentioned that being a stakeholder in itself allows some form
of power, which refers to there being different degrees of power

e One respondent spoke of power based on the size of his business and
spending power with the company, a type of power developed over time. This
substantiates what Mitchell et al. (1997) stated that power is a variable and

not a stable state, and it can be gained or lost.

The research showed strongly that the respondents had all mainly considered
legitimacy as the primary attribute in classifying a stakeholder, followed by a type of
power that is inherent and can develop due to the stakeholder having a form of
legitimacy. Carroll (1993) stated that by virtue of legitimacy; groups or individuals can
be considered as stakeholders, the legitimacy of which could include power. In
developing a clearer understanding of the results and identifying whether similar
results appeared to the prior statements made by the respondents, the researcher
raised questions on each stakeholder attribute as an isolated attribute and
guestioned the respondents accordingly. An example of a question raised is ‘would
you consider someone or something as a stakeholder if the only stakeholder
attribute present is legitimacy?’. Figure 17 represents a consolidated dashboard of

the respondents’ views on the stakeholders attributes.
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Figure 17: Possession of Stakeholder Attributes

No power present as an attribute

Most respondents stated that they would still consider someone a stakeholder if they
did not possess power, and believed that power is not necessary in identifying or
classifying someone as a stakeholder. This does not match the theory presented by
Mitchell et al. (1995) as power being an attribute in identifying or classifying
someone or something as a stakeholder. The findings from the research show that
legitimacy needs to be present in order for there to be power, and that power is
inherently present to some degree through legitimacy. The research does agree that

power can be gained, but as long as there is legitimacy - it cannot be completely lost.

Urgency as the only attribute

Only one respondent said that they would classify someone as a stakeholder if they
had only urgency as an attribute, and 13 respondents said they would not. The over-
riding responses were that urgency was irrelevant by itself without legitimacy present
and cannot be seen as a stakeholder attribute in identifying a stakeholder. This
research conforms to what Neville et al. (2011) argues that possessing urgency

alone is insufficient to grant stakeholder status.

Legitimacy as the only attribute

From the sixteen respondents interviewed, twelve believe that legitimacy alone can

be used to identify or classify someone or something as a stakeholder. This
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suggests that legitimacy is the most relevant stakeholder attribute when identifying or
classifying stakeholders. Findings from the comments made by the managers

suggest that legitimacy has a type of power within itself.

This information, coupled with the research based on the respondent’s own
interpretation of what attributes should be possessed to be classified a stakeholder,
where 15 from the 16 respondents referred to legitimacy shows that legitimacy is the

one attribute that can be relied upon when granting stakeholder status.

One respondent identified that legitimacy could include power, and added
“procurement for example benefits through engagement to negotiate better prices”

which would represent power, ‘through your clarification of goals and ambitions’

which refers to legitimacy.

The dispute of deciding which groups are eligible to be included in the stakeholder
concept is revised by Tullberg (2013), who agrees that to have a stake in an
organisation is a reasonable demand for being a stakeholder, and further suggests
that the concept of having a stake within a company should be recognized as
contributing an input to the company, and being part of its output - thereby a
reciprocal link is present. Fassin (2012) states that little has been written about
reciprocity in stakeholder relationships, and that the reciprocal nature of

responsibility, has been overlooked in stakeholder theory.

Due to the reciprocity evident in the respondent’s views of identifying stakeholders,
the researcher sought further detailed and rich information on the reciprocity. This
was to identify to what extent reciprocity is evident and if it would have any impact on

identifying and classifying stakeholders.

All managers believed that reciprocity was evident and required when identifying
stakeholders, however there was a minority who stated that reciprocity is found more

with primary stakeholders than with secondary stakeholders.
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5.2.3 Conclusion to research question one

Who the company’s stakeholders are

The theory looks at defining stakeholders as those that contribute to achieving
organisational objectives, whereas the management did not look at it only from a one
sided perspective, being the organisation: they looked at both parties benefiting from
their interaction, which in assessing the definitions from the executive team, there is
a clear reciprocal nature present. The company stakeholders also showed a strong
reciprocal link when identifying stakeholders. When researching reciprocity further,
there was an indication that reciprocity could somewhat be inherent in primary
stakeholders, and situational in secondary stakeholders. The research reflects the
writings of Tullberg (2013), more than that of Clarkson (1995), due to the
respondents taking a more narrow perspective when identifying primary stakeholders.
The research shows competitors as primary rather than secondary stakeholders
which is not reflected in the theory. Table 14 represents a consolidated view of the

company stakeholders.

Primary Stakeholders Secondary Stakeholders

Employees Environment & activists

Senior Management Community

Customers Local government
Shareholders Family members

Suppliers NGO's

Competitors Union & Employer Associations

Table 14: Company stakeholders consolidated

The attributes that the stakeholders possess

The research revealed that legitimacy is the most recognized and important attribute
that a stakeholder should possess in order to be granted stakeholder status. It also
showed that the proposal by Neville et al. (2011) that possessing urgency alone is
insufficient to grant stakeholder status holds true. The research showed that power is
somewhat inherent in legitimacy, and that if stakeholders did not possess power,
they would still be considered as stakeholders as long as they possessed legitimacy.

The respondents showed that power is not required in identifying or classifying
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someone as a stakeholder. The research agrees that power can be gained, but as

long as there is legitimacy - it cannot be completely lost.

5.3 DISCUSSION PERTAINING TO RESEARCH QUESTION 2

5.3.1 Organisational elements

Donaldson and Preston (1995) note that managerial decision-making is a core
function of stakeholder theory, and that multiple theories need to be considered.
They explain three approaches to stakeholder theory: normative, descriptive, and

instrumental.

When the respondents were asked what the company’s objectives were: All
responses were driven towards company growth and market leadership, and some
managers indicated that objectives are driven from the top down, these being set by
the global head office. It was clear that the business objectives determined how the
stakeholders were managed, how the managers behave, and that morality and

ethics play a large role within the company.

To establish how the company operates from a descriptive, normative, and
instrumental perspective, the respondents were asked to describe the organisation
from a behavioural perspective regarding stakeholders. Overall the company
represented what was stated in the theory by Donaldson and Preston (1995) where
the company is driven morally and ethically from a top-down approach that
systematically takes care of shareholder requirements but not at the expense of its
stakeholders.

Most respondents believed the company had a balanced approach between
instrumental and normative behaviour. There was agreement that the business is
there to ultimately create wealth for its shareholders, but at the same time will not
sacrifice ethical and moral obligations to achieve their objectives. The CEO stated
that very high moral grounds and ethics in non-negotiable when dealing with

stakeholders.

From a descriptive perspective, the respondents were questioned whether the
company has specific stakeholder objectives. The respondents claimed that there

are stakeholder objectives, but not formally published as a whole. They are present

117



within functional strategies in the business, such as procurement strategies, sales

strategies, export strategies, and marketing strategies.

5.3.2 Corporate Reputation

The objective of incorporating corporate reputation into this research was to identify
an appropriate link between manager’s actions and reactions, and stakeholder

theory.

Upon reviewing the explanations given by the respondents of their understanding of
corporate reputation, overall the respondents showed a general understanding. All of
the elements described in the corporate reputation definition by Abratt and Kleyn
(2012) were evident as a combination of the respondents’ interpretation of corporate
reputation. The respondents’ understanding was important from a relevance
perspective because the respondents were questioned on corporate reputation when
looking at various real life cases and experiences. Most respondents explained that
a company can have more than one reputation which was representative of the
theory by Mitnick and Mahon (2006) and Walker (2010).

5.3.3 Managing Stakeholders and prioritising their demands

As highlighted in chapter 4, this section is most critical in answering question 2 as it
relates to direct activities and situations that the executive managers and
stakeholders have experienced with the organisation. It relates to the “to whom (or
what) do managers pay attention?” part of the theory and seen as the descriptive
aspect of stakeholder salience (Mitchell et al. 1997, p. 855).

High Salience Class: Definitive Stakeholders

In total, six situations were addressed in detail by the executive managers and
company stakeholders who were interviewed, and the following was observed:

From a stakeholder class perspective, all six cases represented the definitive
stakeholder class as seen in the theory. Within each claim the attributes urgency,

legitimacy, and power were present.
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An important observation outside of the theory is that in all the cases, corporate
reputation was a key driving force in view of the management’s salience. An inherent

power was also visible in the claims based on the legitimacy of these claims.

Moderate Salience Class: Expectant stakeholders

Situations explained by the managers:

In the three situations addressed, legitimacy was the one attribute lacking, but the
other two attributes of power and urgency were evident and, therefore, these
situations correspond with the expectant stakeholder class as proposed by Mitchell
et al. (1997).

According to Mitchell et al. (1997), these stakeholders would be dangerous
stakeholders due to lacking legitimacy, such as wildcat strikes, sabotage, and
terrorism. In these cases, the theory does not correspond because there was
legitimacy lacking. The examples of the situations given in chapter 4 do not
represent any such threat. The lack of salience by the managers raises the question
of whether or not the managers consider the claimants as stakeholders, given the
observation in question one that the managers did not consider someone or
something as a stakeholder if they did not have legitimacy, or if their claim does not

have legitimacy.

Another observation is that in all three cases, corporate reputation was not at risk,

which contributed to the lack of management salience.
Situations explained by stakeholders

The situations explained by the company stakeholders proved that urgency was the
one attribute missing in most cases. The theory states that they would fall into the
expectant stakeholder class by having only two attributes, and because urgency is
missing they would be classified as dominant stakeholders. The cases corresponded
to the theory. The theory by Mitchell et al. (1997) states that dominant stakeholders

have both power and legitimacy, which assures influence on the firm.

In these cases corporate reputation was at risk in only one situation, being the
product claim. If the customer had created awareness of the claim with senior

management, then the claim would have become more salient due to the risk of
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harming company reputation. The example fits the definition by Parent and
Deephouse (2007, p.2) of power as being “the (potential) ability of stakeholders to
impose their will”. This would have then become an example of stakeholders moving
between classes, from the expectant stakeholder class to the definitive stakeholder

class.

Low Salience Class: Latent stakeholders

Situations explained by the managers

All of the three cases explained only had urgency; they were missing the two
attributes of power and legitimacy. According to Mitchell et al. (1997) they would be
classed as latent stakeholders for only having one of the attributes, and would be

seen as demanding stakeholders.

The theory adopted by Neville et al. (2011) argues that a stakeholder possessing
urgency alone should not be granted stakeholder status because if they lack power
to influence the firm and legitimacy as a claim, then managers will not consider them

as stakeholders and there will be no salience.

Using the case with the potential raw material supplier, when the respondent was
guestioned whether or not he would give the supplier stakeholder status, his answer
was “no” and that he had never paid any attention to their claim or demand. This

corresponds to the theory presented by Neville et al. (2011).

Again this research has supported the findings in question 1 that urgency alone
should not be considered as an attribute in identifying or giving someone or
something stakeholder status, but that urgency has a role to play in prioritising

stakeholder claims.

There was no risk of harm to the corporate reputation, which had no impact on

creating salience.
Situations explained by stakeholders

There was only one situation raised that falls within the scope of latent stakeholders.
In this case, there was only legitimacy to an extent based on prior benefits the

employees received at work (fresh milk supplied by the company), and low employee
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morale. There is an impact on how the affected employees view the corporate

reputation, but does not hold sufficient ground to influence the management.

In this case, they would fall under discretionary stakeholders who correspond to the
theory. According to Mitchell et al. (1997), discretionary stakeholders have legitimacy,
but without power or urgency, managers can choose not to engage with them, the
salience would be purely discretionary, such as non-profit organisations requesting

financial assistance from a manager.

They have the ability to gain power through stakeholder coalition by standing
together as a network of stakeholders to influence the management. This would then
move them to the expectant stakeholder class, as dominant stakeholders, and their

claim would have a higher chance of being addressed.

Normative Legitimacy

Neville et al. (2012) view legitimacy in stakeholder salience as moral legitimacy.
They state that legitimate claims deserve managerial attention because manager’'s
views and attention of the benefits and rights are inherent within the claim, and not

due to the impact upon the organisation.

Research was done in terms of whether or not the respondents believed that a claim
would still be attended to if the claim was seen as legitimate but as the claimant they

were not legitimate, and if it would be attended to from a moral perspective.

In total 81% of the respondents stated that the legitimacy of the claim is what is
important, even if the claimant is not legitimate - the claim should still be attended to
by management. They believed the claim should be addressed because it is morally

correct and the right thing to do.

The research corresponds to theory proposed by Neville et al. (2011), where if the
claim is normatively legitimate but the stakeholder is not, then the claim will still be

salient and attended to by the managers.

Stakeholder Influences

As Frooman (1999) assessed stakeholder theory from the stakeholder’'s perspective,

and their influencing strategies on firms: the respondents gave examples of
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withholding strategies relating to withdrawing of skills and resources in order to
pressurize the firm into attending to their claim. From a stakeholder class perspective

they would be increasing power and urgency, given that their claim is legitimate.

There were three clear examples relating to Rowely (1997) where the stakeholders
formed a coalition to increase their power to gain higher salience from management.
Interestingly, a supplier used the company’s customers as a driving force of power
by developing relationships with the customers and allowing them to promote his

services on his behalf.

5.3.4 Conclusion to research question 2

Organisational Elements

Further to the theory by Donaldson and Preston (1995) providing descriptive,
instrumental, and normative approaches used by managers: overall the information
given by the managers supports the theory where the company is driven morally and
ethically, and from that, systematically takes care of shareholder requirements, but

not at the expense of its stakeholders.

Corporate Reputation

All of the elements described in the corporate reputation definition by Abratt and
Kleyn (2012) were evident as a combination of the respondents’ interpretation of
corporate reputation. Most respondents explained that a company can have more
than one reputation, which was representative of the theory by Mitnick and Mahon
(2006) and Walker (2010). There was a strong element from the respondents of
employees and management in particular being at the forefront of corporate

reputation of a firm, mainly because of their interaction with various stakeholders.

How the executive managers prioritize stakeholder demands

There was reference to the theory by Mitchell et al. (1997) and Neville et al. (2011)
referring to the three stakeholder classes of low, moderate, and high salience.
Research was conducted with the respondents to identify real life cases where all

three classes were identified and rich information gathered.
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= High salience class: definitive stakeholders

There were in total 14 cases extrapolated, all of which matched the theory by
Mitchell et al. (1997) of all three attributes (power, urgency, and legitimacy) being
present.

In these cases, the managers were extremely salient to the claims and personally
attended to the claims, and in most cases, urgently. However, there were two main

findings that are not represented in the stakeholder salience model:

1) Corporate reputation was the main driver of the urgency, and hence the
salience to the extent that one can deduce that urgency is a subset of
corporate reputation from a salience perspective.

2) An inherent power is observable in the legitimacy of these claims to an extent
that one can deduce that legitimacy in itself forms power, and therefore power

can be seen as a subset of legitimacy.

= Moderate salience class: expectant stakeholders

The situations explained by managers all lacked legitimacy, yet power and urgency
were strongly evident. Mitchell et al. (1997) referred to these type of stakeholders as
being “dangerous stakeholders” and explained situations of “wildcat strikes,

sabotage, and terrorism”. In these situations, the cases do not support the theory.

The managers in these cases did not show much salience or attention to the claims;

they delayed efforts or passed them off to lower level employees to attend to.

The lack of salience by the managers raises the question of whether or not the
managers consider the claimants as stakeholders, given the observation in question
1 that the managers will not give someone or something stakeholder status if they do

not have legitimacy, or if their claim does not have legitimacy.

The cases explained by the stakeholders showed support of the theory where
legitimacy and power was present, only urgency absent. As per the theory, these
stakeholders fell within the expectant stakeholder class and there was relevance
from one of the cases supporting the definition of power by Parent and Deephouse
(2007).
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A third observation was that in all moderate salience cases, corporate reputation was

not under any serious threat and could be moderately dealt with.
= Low salience class: latent stakeholders

The cases researched by managers only showed urgency as an attribute, and the
managers showed minimal salience, and minimal intention of addressing the
stakeholder claims to their satisfaction. Once again, there was legitimacy lacking and
the theory adopted by Neville et al. (2011) argues that a stakeholder possessing

urgency alone should not be granted stakeholder status was once again established.

A case explained by a stakeholder showed only one attribute of legitimacy - this
gained management attention, but the claim was not agreed upon by management.
This case matched the theory by Mitchell et al (1997) of discretionary stakeholders
having legitimacy, yet lacking power and urgency. In this case, the stakeholders
could have gained power through stakeholder coalitions, as mentioned by Rowely

(1997), since that was not achieved there is no evidence within this case.
There was no risk of (or potential) reputational harm to the company.

Normative Legitimacy

The observations from the management, support the theory by Neville et al. (2011),
where if there is a legitimate claim, the managers believed that it would be morally
and ethically correct to address the claim as it is the right thing to do. The majority of
management was more interested in the claim than the claimant, provided that the
claim is legitimate. It was evident in the highly salient cases that normative legitimacy
was at play, especially where the company was not at fault, but was still

compensating for paint failures.

Stakeholder influences

Stakeholder influences were researched and observed as being true to the theory
where stakeholders are able to influence management through various tactics such
as forming coalitions with other stakeholders, and using withholding strategies.

There were no cases identified of usage strategies within this research.
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5.4 CONCLUSION

Further to the research conducted on the company, it is clear from an organisational
perspective that the senior management is not only interested in satisfying
shareholder wealth, but also stakeholder requirements from a moral and ethical
perspective. This is also evident from a top down approach with the statement from
the CEO as “l maintain the business should have a very high moral ground and

ethics is non-negotiable, in my mind”.

Reciprocity has been clear throughout the research, even from a definition
perspective of who or what a stakeholder is, management still looked at all parties
benefiting from the relationship. Reciprocity could however be inherent in a primary
stakeholder relationship, and situational from a secondary stakeholder relationship
perspective - this could be researched further.

In identifying the company’s stakeholders, classification of primary and secondary
stakeholders somewhat supports the theory, but differences seem to be dependent
on managerial situations and who their immediate stakeholders are within their role
in the company. Within this company, competitors were identified as primary
stakeholders which differs from the theory.

The research revealed that urgency alone is insufficient to grant stakeholder status,
and that legitimacy is the single most important attribute in identifying or classifying a
stakeholder. Observations from the management support the theory where if there is
a legitimate claim, the managers believed that it would be morally and ethically
correct to address the claim as it is the right thing to do, and is seen as normative
legitimacy. As noted, an inherent power is observable in the legitimacy of these
claims to an extent that one can deduce that legitimacy in itself forms power, and
therefore power can be seen as a subset of legitimacy. The stakeholder themselves
decide whether or not to impose their power, which should be a management

concern. Figure 18 shows the company’s primary and secondary stakeholders.
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Figure 18: The firm’s Primary and Secondary Stakeholders: A holistic view

Respondents view the corporate reputation of the company as one of its most
important assets. The management team has a clear understanding of what
corporate reputation is, and their views correspond to the theory. The research
showed that corporate reputation plays a highly influential role in management
salience - when the corporate reputation is at risk, the salience and urgency
increases. In the cases where low salience and moderate salience existed, the
corporate reputation had limited risk within a similar perspective of the level of
salience. As stated in chapter 2, a case study researched by Winn (2001) on a forest
industry company suffering with a tarnished reputation competing in an industry
facing grave challenges, the salience changed within management to concede to
pressure applied by environmentalists and several international boycotts. Winn
(2001) found that the concept of urgency was driven by a company-wide crisis
ending in an awareness of urgency affecting stakeholder relations. Legitimacy was
rebuilt through an improvement in reputation via management actions, leading to
improved financial returns, a satisfied workforce, credibility amongst
environmentalists, and an easier ability of the company to access resources (Winn,
2001).
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The term “dangerous stakeholders” by Mitchell et al. (1997) did not prove true within
the research conducted in this study, mainly because the research revealed if
legitimacy is absent then the claim has very little salience with the managers, and in
most instances will be disregarded as stakeholders effect a claim.

Stakeholder influences were apparent within the cases researched, where the
stakeholders were able to influence corporate reputation through stakeholder
coalition - they were successful in increasing salience and having their claims

attended to.
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CHAPTER 6: CONCLUSIONS AND RECOMMENDATIONS

6.1 INTRODUCTION

There has been a multitude of academic writings regarding stakeholder theory, of
which the various models and definitions have been developed. There has not been
a consensus reached on a single theory or model that illustrates the stakeholder
concept itself, or the pressure management and stakeholders influence on one
another, or stakeholder identification. Academic writings suggest there are
shortcomings of the theoretical aspects within the framework of stakeholder theory,

and that stakeholder theory has not yet been fully developed.

The purpose of this study was to identify a large South African business and
evaluate, based on the theory, how relevant the theory is in relation to a South
African business and its stakeholders. One principal element to be researched is
how corporate reputation evolves within the theory presented in chapter 2.
Notwithstanding the research questions that were developed to guide the study in
gaining rich and insightful information from the executive managers of the company
studied, and their stakeholders. Elements to be established were who the
stakeholders of a typical large South African organisation are, as viewed by senior
management and how they determine that in reality, and how they understand the
stakeholder concept, all in relation to the theory presented in chapter 2. Furthermore,
how managers in a South African organisation prioritize different stakeholder
demands, and on what basis do they attend to any given claim, or not - and how the

research correlates to the theory presented in chapter 2.

6.2 CONCLUSIONS OF THE STUDY

The research conducted showed that most elements presented in the theory in
chapter 2 were evident within the study. Figure 19 represents a dashboard of

findings relative to the research conducted.

128



Mansgsment:
[ Eshaviours |

and traits

Corporate
Reputation

Corporate
Repuwtation

y_

Legitimacy Lagitimacy

Primany Secondany

| Stakeholders .I Influsncas Stakeholdars

Figure 19: Stakeholder and management interaction

Figure 19 represents a broad view of the stakeholder-manager relationship as

revealed in the research.

Management: the management circle depicts how the management behaves from a
normative, instrumental, and descriptive perspective as proposed in the theory by

Donaldson and Preston (1995), the research findings correlate with the theory.

Primary stakeholders: are not only those that the company cannot continue without,

as according to the respondents, competitors are considered as primary
stakeholders due to their strong influence on the firm and management strategic
decision making. Reciprocity was found to be prominent between management and
primary stakeholders; therefore figure 19 has a solid arrow connecting the three

constituents.

Secondary Stakeholders: are those that can affect or be affected by the firm, but do

not necessarily have a contractual relationship. Reciprocity is situation dependent;

therefore a dotted line is represented on figure 19 connecting the three constituents.

Corporate Reputation: remains with the firm as ownership, and is the largest driver of

salience with management when at risk of being harmed. The research suggests

that corporate reputation drives urgency.
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Legitimacy: was the single most important attribute that a stakeholder requires to be
considered as a stakeholder. The research showed that if legitimacy was not present
as an attribute then there would be very little or no manager salience. Power is not
shown alone on this figure because the research showed that power is inherent in
legitimacy, and is a variable (can increase or decrease) that can be used at a
stakeholder’s will. Power can only be completely lost if legitimacy is lost. Therefore
legitimacy is written next to each stakeholder group in figure 19. Normative
legitimacy, as proposed by Neville et al. (2011), was supported by the case study
research by way of it being the claim that the management consider rather than the
claimant, and attending to a legitimate claim is the right thing to do which is a

normative behaviour.

Influences: remain with the stakeholders as they use various techniques to influence
management that their claims are worth management attention. The research
supported the theory in that stakeholder influences were apparent within the cases
researched, where the stakeholders were able to influence management attention

through stakeholder coalition and withholding strategies.

6.3 RECOMMENDATIONS

Freeman (1984, p.46) defines a stakeholder as “any group or individual who can
affect or is affected by the achievement of the firm’s objectives”. Amongst many
definitions, Clarkson (1995, p.106) identifies stakeholders as “persons or groups that
have, or claim, ownership, rights, or interests in a corporation and its activities, past,

present, or future”.

Upon reviewing the research conducted in this study, there is a clear reciprocal
nature which has not been included in the stakeholder definition framework. It would
be a recommendation to expand the definitions of what a stakeholder is to read “any
group, persons, or element who/which can affect or be affected by an organisations’
actions for the benefit or non-benefit of either party’s objectives in the present or
future”. Not only does this include reciprocity, the “element’ highlights that a
stakeholder does not need to only be an entity or individual, and “organisations” is a

broader term to include entities that are not companies or firms.
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Further to the concept of stakeholder salience and managing stakeholders, Neville et
al. (2011) argue that there is no differentiation between stakeholders with varying
levels of any single attribute, the stakeholders are simply all classified accordingly:
all stakeholders possessing power are all grouped together even though some may
be more powerful than others. They state that since organisational resources are
limited, managers should assess in detail stakeholder salience in order to prioritize

appropriately.
= Recommendation to managers

In light of the theory presented and the research conducted in this study, it is
important that managers understand who or what their stakeholders are. Neville et al.
(2011) reiterate that the incorrect assessment of salience with its attributes could
result in mismanaging stakeholders by managers, possibly causing financial and
reputational detriment to the organisation. Figure 20 shows an alternative

perspective to the current theoretical models.

High Rizk
Reputational High Salience
Salience

REPUTATION
RISK
. Legitimacy

Low Salience Salience

Low Risk

Low LEGITIMACY High
Legitimacy

Legitimacy

Figure 20: Stakeholder Classes: Corporate Reputational Perspective

Given the limited resources available in organisations, it seems imperative the
correct decisions are made to avoid unnecessary costs and, from a marketing

perspective, reputational damage through miss-management.

With reference to figure 20, the following applies:
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Stakeholder Classes: Corporate Reputational Perspective

Y-Axis: Reputation risk

The research showed that corporate reputation plays a highly influential role in
management salience - when the corporate reputation is at risk, the salience and
urgency increases. In the cases where low salience and moderate salience existed,
the corporate reputation had limited risk within a similar perspective of the level of
salience. Therefore in this model, urgency is viewed as being inherent in corporate

reputation.

One could argue that there are urgent matters that need to be attended to that will
have no effect on corporate reputation; however the theory states that companies
can have more than one reputation which was supported by this case study. Urgent
matters that have legitimacy in all likelihood will lead to some form of reputational

harm.

X-Axis: Legitimacy

In the cases explained by managers where legitimacy lacked, yet power and urgency
were strongly evident; the managers showed very little salience or attention to the
claims. They either delayed efforts to attend to the claims or passed them off to

lower level employees to attend to.

The observation showing the lack of salience by the managers when no legitimacy
exists shows that power and urgency alone (without legitimacy) is insufficient for
management attention. Therefore legitimacy is the driving force on the X-axis of the
model represented in figure 20. Furthermore, according to the research, legitimacy is
the single most important attribute in identifying or classifying a stakeholder. When
considering power, an inherent power is observable in the legitimacy of these claims
to an extent that one can deduce that legitimacy in itself forms power, and therefore
power can be seen as a subset of legitimacy. It was noted that stakeholders at will
have the ability to impose their power, but the degree of power will depend on the
nature and legitimacy of their claim, and the stakeholders’ ability to create more
power through increased legitimacy and by using stakeholder influencing strategies,

such as coalitions and withholding strategies.
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The Salience Classes

e High Salience

According to the model, salience will be highest when the corporate reputation is at
the highest risk of being harmed, and where legitimacy is at its highest. An example
from chapter 4 would be the high cost paint failure claim (high legitimacy) in the high
court (high potential reputational harm), which received urgent senior management

attention.
e Reputational Salience (Moderate Salience)

There are two areas of moderate salience, Reputational Salience is where high
reputational harm exists but with low levels of legitimacy. An example from the study
in chapter 4 is where the long standing customer had a contractual territorial claim
which could have gone legal (potential reputational harm), but the customer was in

breach of contract due to brand loyalty clauses (low legitimacy).
e Legitimacy Salience (Moderate Salience)

The other area of moderate salience is Legitimacy Salience where the situation has
low potential reputational harm, but high legitimacy. An example from the study in
chapter 4 involves the product claim whereby the consumer’s house was painted
and had become patchy (high legitimacy). The technical department had taken
longer than expected to resolve the claim causing low-moderate reputational risk as
the claim should have been simple and easily resolved.

e Low Salience

The low salience situation involves low potential risk to reputation and low legitimacy.
An example from the study in chapter 4 relates to the company head office move:
where fresh milk was no longer freely available to staff because an alternative free of
charge vending machine was installed (low legitimacy), the staff complained and no

reputational harm was evident.
e Moving between salience classes

The model supports movement between classes of either increasing potential risk of

reputational damage, and hence urgency, and (or) increasing legitimacy of the claim
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which would inherently increase power. This would be possible by using stakeholder

influencing strategies such as coalitions and withholding strategies.

Further to the arguments presented, the model allows for a definition of stakeholder
salience as “the prioritising of stakeholder claims by managers established by the
risk of potential corporate reputational harm and the legitimacy of the claim

presented”.
e Guidelines for Managers

When faced with complex or uncomplicated claims, managers are often faced with
decisions that need to be made that will either negatively affect the organisation’s
corporate reputation or somewhat improve it: either way the decision will present a
cost. The cost would either be a resource or financial cost, or a corporate reputation

cost.

Based on the information presented, there are guidelines that managers from all
functional areas should benefit from when assessing situations of salience and

maintaining moral and ethical business practices of fairness and equity.

Evaluate and understand

- Understand the problem, or the situation, through appropriate research
through conversing with all relevant stakeholders: who (or what) and how will
they be affected.

- Assess the legitimacy of the claim, inherent power, and potential concealed
power.

- Understand the current and potential corporate reputational harm or risk that
the situation or stakeholder poses, evaluate the urgency to act based on the

understanding.

Identify and simulate scenarios

Where in the model the situation evaluated fits, and identify potential harm or

recovery for the organization based on various options and situations:
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High salience quadrant

If the claim falls within the high salience quadrant, the corporate reputation is at high
risk and the claim is of high legitimacy. The manager should identify the options
available for the business to resolve the claim with the objective of a win-win
outcome. Act immediately with a focus on reputation recovery; treat the legitimacy

with a normative view.
Moderate salience quadrants

Reputational Salience

If reputational risk is evidently high, urgency will be high and legitimacy will be low to
moderate, evaluate actions based on the legitimacy of the claim and the potential of
increased legitimacy. Communicate to the stakeholder to avoid reputational harm,

this allows a time delay in attending to the claim.

Legitimacy Salience

If legitimacy is high and reputational risk is low, urgency will be low. Attention by
management can be delayed, communication to the stakeholder of potential
progress is important. There may be a risk of increased reputational harm if left

unattended for too long a duration of time.
Low salience quadrants

Depending on the situation, evaluate whether or not the situation has the potential to
evolve and move to higher salient classes. If it does, communicate and postpone for
further action. If no legitimacy exists, the manager might not consider stakeholder

status and ignore the claim completely.

6.4 SUGGESTIONS FOR FURTHER RESEARCH

Although various aspects of the theory were researched within this case study, there

are areas where future research will assist the literature:

A further potential study could be a qualitative approach to Power as a stakeholder

attribute by itself, as per the stakeholder classes model by Mitchell et al. (1997):
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would managers identify and classify someone or something as a stakeholder if they
only had power as an attribute? Would they be considered as future potential

stakeholders only or current stakeholders too?

Further to the research illustrated within this study, it was highlighted that reciprocity
could be inherent in a primary stakeholder relationship, and situational from a
secondary stakeholder relationship perspective - this could be researched further
and in more detail, to establish the effects of reciprocity in stakeholder relationships

and whether or not the trends correspond to the findings in this study.

From a corporate reputation perspective, it would be interesting to research multiple
reputations, as stated by Walker (2010), who observes that an organisation may
have differing reputations between stakeholder groups, which further complicates
managing reputation. This would have a direct link with management salience to the
given stakeholder claim and assist managers in building the corporate reputation of
the firm. This should be researched in detail from a primary and secondary
stakeholder perspective. A rich and deep understanding of reputation, as established

from qualitative research, would assist in developing the theory further.

6.5 LESSONS LEARNED

The lesson learned from the case study that would assist the managers of the
company studied, is to timeously attend to claims and to apply the model presented
in figure 20. This should assist managers to prioritise the competing claims and to
reduce further corporate reputation damage and unnecessary additional costs. They
would be able to identify who their stakeholders are, the extent of the legitimacy of
their claim, the actual power the stakeholders have stemming from the legitimacy,
and the potential power that can be gained through stakeholder coalitions. The
status of the corporate reputation would become apparent, and the potential harm or

good that could avail from actions taken to alleviate the situation will be known.
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APPENDIX A

CONSISTENCY MATR

IX

Research problem: is to establish how managers prioritize different stakeholder demands in a South African
corporate organization to create a clear understanding of the impact on corporate reputation.

Sub-problem Literature Research Sourceof |[Typeofdata Analysis
Review guestions data
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stakeholders are in the . stakeholders executive
Mitchell et al. .
company and what 1997 and what directors,
stakeholder attributes of ( ) stakeholder sourced
power, legitimacy, and Esser and attributes of [documentation
urgency they possess. Dekker (2008) power, and archival
Mainardes et al legitimacy, and records
alna2r01eie al urgency do they
( ) possess?
Hult et al.
(2011)
The second sub-problem is Bick et al. How do the Personal Quialitative |Directed content
to establish how the (2003) managers of the|interviews with Data analysis
executive managers of the |, . company executive
Hillenbrand and - .
company manage corporate Money (2007) prioritize directors,
reputation when prioritizing Y stakeholder sourced
stakeholder demands and if demandsand |documentation
the sFakeh.oIder manager | 5onaidson and howlare the and archival
relationships are aligned relationships records
. Preston (1995) | . .
with the concept of . aligned with the
. Mitchell et al.
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(1997) .
salience theory?
Frooman (1999)
Jones and
Wicks (1999)
Mainardes et al.
(2011)
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APPENDIX B

Discussion Document: Executive Managers

What is your work title, and briefly explain your role within the organisation.

Identifying stakeholders

- Who (or what) are your organisation’s stakeholders?

- How would you categorize these stakeholders (who are they and how
important are they)? (Freeman, 1984; Clarkson, 1995)

- Inyour role, who are the most important to you and why? (Tullberg, 2013)

- Do you believe reciprocity is required in identifying or classifying stakeholders?

- In order to identify someone or something as a stakeholder, what stakeholder
attributes do you think they should possess? (Mitchell et al, 1997; Neville et al,
2011)

- If the claimant does not possess power (as an attribute) would you still
consider them as a stakeholder?

- If urgency alone is the only attribute someone or something has, would you
consider them a stakeholder? Why...can you give an example? (Mitchell et al,
1997; Neville et al, 2011)

- If legitimacy alone is the only attribute someone or something has, would you
consider them a stakeholder? Why...can you give an example? (Mitchell et al,
1997; Neville et al, 2011)

- Is it only the legitimacy of the claim that is important to you, or is it the
legitimacy of the claimant? Why? (Mitchell et al, 1997; Neville et al, 2011)

- If the claimant is not legitimate but the claim is, would the claim still receive
your attention and be addressed? (Mitchell et al, 1997; Neville et al, 2011)

o Would this be from a moral/ethical perspective, or due to the impact on
the organisation and (or) the organisation’s reputation? (Neville et al,
2011)
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Prioritising stakeholder demands

Theory states that organisations have limited resources, and are facing increased
pressure from various stakeholders who have various demands and constant

interaction with organisations and each other.

What are the company’s main objectives? (Clement, 2005)

Do your company objectives determine how you manage your stakeholders?
Or
Are you driven from more ethical or moral obligations when managing stakeholders?
Do you have an example?
Does your organisation have stakeholder objectives? (Build up to theory testing)
o Ifyes, what are they?

What is your understanding of corporate reputation? (To be linked with stakeholder

classes & getting an understanding of their interpretation of reputation)
Do you believe organisations can have more than one reputation?
o Please give an example from your organisation

Think of a situation where a stakeholder (or stakeholders) has strongly received your
attention: (Mitchell et al, 1997; Neville et al, 2011; Donaldson & Preston, 1995; Jones
& Wicks, 1999; Frooman, 1999; Swajkowski, 2000; Hill & Jones, 1992: testing theory

of stakeholder classes and linking corporate reputation)

- What was the situation or stakeholder demand?

- What internal or external pressures were evident?

- What did you do to resolve the conflict/demand?

- What were the alternatives regarding your decisions?

- Was your decision based on moral grounds or business objectives?

- Did you consider the corporate reputation when dealing with the situation?

- What was the outcome, and was there an impact on the corporate reputation?
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Think of a situation where a stakeholder (or stakeholders) received your attention,
but there were more important/urgent issues to attend to: (Testing theory of

stakeholder classes & linking corporate reputation)

- What was the situation or stakeholder demand?

- What internal or external pressures were evident?

- What did you do to resolve the conflict/demand?

- What were the alternatives regarding your decision?

- Was your decision based on moral grounds or business objectives?

- Did you consider the corporate reputation when dealing with the situation?

- What was the outcome, and was there an effect on the corporate reputation?

Think of a situation where a stakeholder (or stakeholders) demanded your attention,
but you ignored their demands or delayed until a future date: (Testing theory of

stakeholder classes & linking corporate reputation)

- What was the situation or stakeholder demand?

- What internal or external pressures were evident?

- Did the claimant deserve stakeholder status? Why?

- Did you ever pay attention to the issue/demand?

- If you did, what did you do to resolve the conflict/demand?

- What were the alternatives regarding your decision?

- Was your decision based on moral grounds or business objectives?

- Did you consider the corporate reputation when dealing with the situation?

- What was the outcome, and was there an effect on the corporate reputation?
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Discussion Document: Company Stakeholders
What is your relationship to company X, briefly explain...

Identifying stakeholders

- Do you identify yourself as one of company X's stakeholders?

- How would you categorize yourself as a stakeholder to company X (how
important are you)?

- Do you believe reciprocity is required as being identified or classified as a
stakeholder? Explain...

- As stakeholder of company X what attributes do you think you should possess?

- If you had no power (as an attribute) would you still consider yourself as a
stakeholder? Why?

- If urgency alone is the only attribute you had as a stakeholder, do you think
management of company X would still grant you stakeholder status? Why?

- If legitimacy alone is the only attribute you had as a stakeholder, do you think
management of company X would still grant you stakeholder status? Why?

- Do you think it is only the legitimacy of the claim that is important to
management of company X, or is it the legitimacy of you as the claimant?
Why?

- If you as the claimant are not legitimate but your claim is, would your claim
still receive attention from company X management and be addressed?

o Would this be from a moral/ethical perspective, or due to the impact on

company X and (or) company X’s reputation? Explain...

Prioritising stakeholder demands

Theory states that organisations have limited resources, and are facing increased
pressure from various stakeholders who have various demands and constant

interaction with organisations and each other.

What are your main objectives as a stakeholder of company X?

Do you think company X's objectives determine how you are managed as a

stakeholder?

Or
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Does company X’s management drive from more ethical or moral obligation when

managing you as a stakeholder?
Do you have an example?
What is your understanding of corporate reputation?
Do you believe organisations can have more than one reputation?
o Please give an example from your perspective of company X

Think of a situation where you as stakeholder of company X had demanded

something from company X that received management attention as a priority:

- What was the situation or your demand?

- What pressures did you exert?

- What did management do to resolve the conflict/demand?

- What were the alternatives regarding your situation?

- Do you feel management decisions were based on moral grounds or business
objectives? Why?

- Do you think management considered the corporate reputation of company X
when dealing with the situation? Why?

- What was the outcome, and was there a change in how you viewed company

X’s corporate reputation thereafter?

Think of a situation where you as a stakeholder of company X had demanded
something from company X, but your demand did not seem to get immediate
management attention and was only attended to at a later stage:

- What was the situation or your demand?

- What pressures did you exert?

- What did management do to resolve the conflict/demand?

- What were the alternatives regarding your situation?

- Do you feel management decisions were based on moral grounds or business
objectives? Why?

- Do you think management considered the corporate reputation of company X

when dealing with the situation? Why?
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- What was the outcome, and was there a change in how you viewed company

X’s corporate reputation thereafter?

Think of a situation where you as a stakeholder of company X demanded
management attention, but your demand was not attended to within your satisfaction

or not at all:

- What was the situation or your demand?

- What pressures did you exert?

- Did management ever pay attention to the issue/demand?

- If they did, what did they do to resolve the conflict/demand?

- Do you feel your demand truly deserved faster management attention? Why?

- What were your alternatives regarding your situation?

- Do you feel management decisions were based on moral grounds or business
objectives? Why?

- Do you think management considered the corporate reputation of company X
when dealing with the situation? Why?

- What was the outcome, and was there a change in how you viewed company

X’s corporate reputation thereafter?
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APPENDIX C

Management Stakeholder Descriptive
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APPENDIX D

Company Sustainability

Announcement

ARSEEN otains DJE] Number cne ranking
Aimnstardam, Septamber 12, 20132

R | = jzir Enn rankan In the aumber one postnon an the influsntial Cow Jonss
Huatalnahlity e iees (LJE10% neading tre nawdy namsad Matsria's induslry group ©oetsicasly
the Chemicala supersactar],

Thie: les) )51 islivg. posblished ocay. reoresenta our sghth cansecutiva yearin tha lop
thres rankings and anderlinesa the som:pany's commibment o conbinwous imprayvamerd,

Racardsd as ooe ol th wor ds Fernes, soslqie abilily inciees, te DuSHWorld Tndest
Eenzhirnarks b sustainabllny perfannance of lesding companiss Eassd an ervoronmazntal.
apalal and aconcmiz peformancs. ne udirg forveard -loeking indicaloers.

I mizgesses variols arilerla. o udleg aceply shain managsmsant, eperational coo-efficienay,
produat ezawardehip, human capita, dewalopment and cooupatana haollh ard salely

| emn dslighted and cxrremely praud Lhat ksl i c1ce agan placed first in 2ach a
prostigions ard iafluenilal vanking | aaid CEO Tl . *Sustainability s fundamemntal e
aur sirateqy of connecting valua craaticn to rasouwroe efficiencyr, and sainlining c.ar OJ21
leaderehip Btztue undarscores cur belisf IFal suslainaeilily is businesse and bugitessia
eilezgingkil ty.

i went 1o =y that all employesa desarve bage cradit Far haping Lo maks soslainshility &n
integral part of oar business actvitiss and vormpany culluie “Everyone snowd be praud of
whal we havs achlsved 1 haing ranked irgl tar the lagt two years,” sl 28id. “Toget-ar, we
are wierki g Pare tn batter understand the =nenging neads of tha gaba rmzrkelplacs, which
N tum dnwves the development of innovative techinalogies at mesl oUF cUstoMers’ needs.”

Howaver, hy alse emg-hasizad that, desptte the success, mora | mprovemants ata nesded Lo
Acceleraks tha @t st which we &an t24a sdventege of sustainable growelb cppo: luanilies .
“Thiz will involve enlerng into evan clozar parnerships with oo cestorress sl Sapeliees To
hedp drive euetainakbls inncvalions,” he cxplained. "We ausl alsa remaln lly focusad on
Turlher CnRroving e perorrnEnce oangler B lake fhe sest magor leap Serward an our
jaurney to cressping rnore valae from fewer rescurces.”
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APPENDIX E

Customer Claim: Kimberley Mall

ii_
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THE MANAGING RECTOR e —
o Pl LI wan.
P.0. BOX 123008
EIRGILTE. 5
1451 =, Oelam
T Jung 2014
FER 5T
Dear Sir / ddadam
CONSTAUCTION - TN SRR MALL KHERBLEY:

SCOLDURATION OF EXTERIOR PAINT

Wea ast for TR Constuction (P Lid and have bean instructed 1o address this
letler 1D you.

Our instructions arm that cur client was the main contractor of the .
Mall, Kimberay and was furthemners tasked with painting lha mal once
completed. The palat supplied by you has Caen of an inferor quality, which was
brought 1o your ettection. The consequence thereof was that our clignt was
suppiied with additional paint, free of charge, on twe separate ogcasions 10
e ahle thesm 1o remeady the problem, which you have becoma well aware of.

A5 praviously advised by our clients, the paint boees it odginal colour 0 8 very
snart periad of ime and such discolouration datracts from the ertinz meall 2s such.
Our cliart has used a similar product al the EEEEERe Snopping Mall in
Bloamiontein, without the sams probietn aocuming.

It appears therefore that tha paint supplied Dy you, al vanous stages, Sesms o
have had varances It colour, which you have failed ta remedy.

Poriners § venroie ) Ted: |06 7] SRR
RN Anplated By J Eygesinen dour Ea/Faby (051 F—
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APPENDIX F

Customer Claim: Government Building

From:

Sant: 27 June 2013 06:50 PM

Ta!

e

Subject: RE; TSD decision on ...... bulbding

My understanding at the conclusion of the meeting was to rectlfy the complete Building. 1bis artinn was the- taken
forward to the conlraclors sie meeting.

Repards,

Waticnal Technical Service Wanager Sooth Aftica

T =23
I +27 83

The information centained n 1his messagr, including ary attachments, may be privileged and co nfidential and is
intend=d only For the use of the individual andfar entity identified .h the addrase af this messape, IFyou are ol an
iMEend =g recipient, ploase notify the sender and delete and dastroy this message, including amy Back-up §apies.
Plaasc refer to . fer further loeal infermation regarding Lhe sending antity if from the MU, Croatia, Norway, Tuckey,
Ukraine or Swltzer and.

From: L

Senk; 200306/27 1046

Ta: T

Coi F

Supject: RE: T5D cecision on ... bulldleg
Hi,

Thanks for the feedback,

Please zlsa famward me your ursarstanding of whay was agreed as a soluton at the meeting ig. Did we
agres (o paint the entira building o only the problematic areas

Ragands,
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APPENDIX G

Customer Contractual Disagreement

P-GP-2812 14:£4 F-o- il ATTORMETS T S Pas=ci+l

AT TQHMNEY & |
W Cteambem

Blcrmifnbain B0
PG Evis il

A (F T LTD SERnHSsER

o]

Rraminrdein

mﬂuﬁ Your Referanca: Ted: 61 402

Fax: (031 437 WHEA

Dur Rdarance:;

L - rrm H: i - 0. 22
Wiy, I
Ddl Aprs 2012

Danr Sirs

PREFERRED STOCKIST AGREEMENT - Smmill(PTY) LTD / WEER PAINT ta [
PAINT RN (SLOEMFOMNTEIN)

\he act an bahalf of our abovementioned clent, Wl Paint W whanag ratrucied us to
record the Toliowing conommy regarding Ihe new Agresment prasartad for signalurs:

1

Z

The aniginal contract wan 1o continue for an Indefinite parlod afer the complet on of the it
28 martha. The propossd new confract b nMinates. on the 31 Decamber 2042,

Tha pravious contract contained a highlighted gacgraphic area in Anexure G themio, which
was tha arem intended for cur dient. The propased hew cantract has io gUch provisin,

Wyhilst the pravioun contrect M pare 2.3 of Annesure 3 otates | WEEseha! Ut 1 bast
andedvours 1o analrs that the Direct Custemars purchas thelr reguirament of Wil
products from the Frafered Stockist', the mew soniract has ne suth prowislon. Furthammare
W has how appointed tha parsor preulously n cherge.of Dioeet Sales in o clizal's
raglon ag & Prefemed Stockst,

The prejudica to our cllents buzinese as Prafsmed Stockist ansing hatalrom deads no slaboration,

In the cirgumstances we shall be pleased 1o recela yols comments andior proparats renpurding the
ahove,

PER: 4 WY
50 years of dediceted service
CIRECTOMB- Y
. | _Iﬂr'm|=ﬂ-‘nl'_ll.lb=ﬂ.m Y ———
ABECCMTER: e A N — —
AANETANTR A 1 ot L6 W 0 P10 ) N, [ 5 ) L ) S o 481}

P (B Corr |, LB i T | R o , LL B
A PARTMERS M2,
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APPENDIX H

Malawi Business Debtor Statement
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APPENDIX |

Ex-customer Claim: Bloemfontein
MR- S33oriales Attomeys
Wealdane
Bloemfontein
_—
Dear Slre
By email: SUE:icenco.za YWilhout Prejudice
13 Jhune 2313
Dwear Sirs

Re: Wl Pairts Stad o {Pty} Lid — Account Ne. 260W88 - T, Speclallet Palnt
Gemire Agresment

Wa refer to your (etter of 18 May 2043, and gur respenss sherso en 20 May 2013,
and with o advise ax follows:-

1. As per our standard terms and corditlons of Eade, wa are artitled 1o a 20%
handling fee For collection af stock returns, Pursuant 1o the deduction of this
fas, your client's aocount e been brouaght to B NIL balance, thevefore, no
cradil will be pazssd.

2, With regard to Wl direc sales for the pericd Decsmber 0 January 20013
where vou Bleged that eredils ko the valus of BB 530,14 wers cpttanding,
we fdvige that credita were already passed and wa atlach heisto a fist!
breakdown of the credit notes passad.

3. Ourrights are rezsrad.

Soure Tailhfully

Legal Sagvicaz Managar

TR e [T R
W Tirecory, VIR o o 1 W
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APPENDIX J

Tax Clearance Certificate

VSARS

Sowh Africal Revenive Service

Tex Siearanne Dottiitzte Nunrber

10 ¥

Tax Clearance Certificate - Good Standing

Croquiries
LHIl D0 VYT

Trading Mame " Zowih Africa [Piy) Li2

Approved I}a’m :
2U13-Cki- Ty
Exprity Crikm
27 14750 i s )
E -rﬁﬂn_|rﬁ'-Nuth|I Paasmonrl Mumoer -
‘Compeny Fenlalalon Munbcr
1 “Irenms T Rafarance Mupbe:
¢ MATIMess Regstaton Nurber &
- - -\__d' sl
Fa T Regemlredion Murba:
SCL Fanyitziat’'cn honbar
WIF Raglelmlian Membzr
Tano&r Muzriuear
1Lk heeaby sohli-nied that, an the saefa of 21 idoomaticn at 19y digpos, fhaabava-manlonsd Lkmsysr hea
nol exil-avancd he provislnes of Inzome Tas Aol 08, Calie Sddtad Tea Act Q10317 Employsas Tax

{FAYE BB cantalted wilkin f1o Inzomeas Al 1953, Sk ks Davaloprnert Levics Ao LT9A%Y e Uneanderpreat
neurange Daneioiinns Al (200, e al Frw of dhie cortitealn,

ihla Carlifisz 12 15 Valis far a parled af 1 300 Yagr fom the de'e of sEproeal,
Wenilicaliar, of this can?sale o2 Lo dong Gt any SAHS Raevcnie offios neilomsles.
Phate copies of b cartilcala @re sl wilid,

SRS remenycs e 1 Lo wilhdrage this calficale @0 any Gmooshowe 5oy e, kndes or dulles bacame ik
ared Sutstarding by e 2 90v tespeye daring e an year parcd & whizh tho serifcate n vali.

TR seriTomee v vt e af ohaene by S,
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APPENDIX K

Paint Failure House Claim

[ Name of ¢ ]almeant : | Peare: IG-L5-2005
LTk Mo

I
fele— 2

Comtact Yo Rtnres Moo i

Address:

E-'vluil:

Prodoer inde & Lrepgdyet Meseription:

Eask Blre sod Cuaoijly pacds
Ine2in

Calnuc Faugld ade:
ARIEE YL ke = RANTOY T

Falelh Buz
_ ALl
Foribularfom yised:

uEOm, IR, 122, -LEl, - YOI
PRI Ot N S O ey gy

Dear SinMadam,

A5 mer your request | visited the abcve mamtianed addrass to condusl an nepecticn on your
araa of concemys belo;

Compialnl descriptian:
| he Zaatik is steaky on 1he exlerel wesils

Bite inspecilon absersationa: )

The caating ras discaloured m vafss sieas onhe walls, This could have toon ceused by dust
contarination cn L loricceval sufaces of e walle.

Leachiny is sl svident on sorme walle

Fheiographic evidanca:

Materialg used

Ty R g e |
: g Lid Feg, Y. T P SR e s T
L P T T -
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