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THEORETICAL FOUNDATIONS OF STAKEHOLDER THEORY 
 
The article seeks to answer the question: on what foundations is the theory of 
stakeholders built. The contributions and achievements of economic, political and legal 
theories and concepts used in this theory, such as strategic management, systems 
analysis, motivational theories, industrial relations, etc. are revealed. The active 
implication of stakeholder theory in various recent policy initiatives might shed light 
on a new road for the development of corporations and society. 
JEL: G3; M2 
 

 

Introduction 

Stakeholder theory has appeared in the mid-1980s. It builds on the recognition of the role of 
stakeholders in the development of the corporation. Unlike other theories, stakeholder theory 
is interested in what happens not only in the principal-agent relationship, but also outside it, 
which includes other stakeholders such as personnel, customers, banks, suppliers, the state, 
local authorities, trade unions and others. Thus, new participants appear in corporate 
governance, whose place and importance have not been previously taken into considerations. 

Having more participants means increasing and complicating the problems that corporate 
governance has to solve. Problems arise with the management of conflicts between 
stakeholders, which are much more and multi-layered than the principal-agent or principal-
principal dichotomy (Nedelchev, 2017). The identification of stakeholders and their interests, 
the development of strategies to attract or neutralise them in the implementation of reforms 
and large-scale restructuring of corporations that affect many stakeholders are becoming 
extremely important. 

All these problems and tasks are being intensively developed and this theory is increasingly 
used not only in terms of corporate social responsibility practices, but also in overall 
corporate governance. According to a study by M. Nedelchev, stakeholder theory ranks 
second in popularity among the Top 10 theories of corporate governance according to the 
number of appearances, citations and authors (Nedelchev, 2018). 

One of the important proofs of this is the creation of recommendations and the increasing 
consideration of the role of stakeholders in the principles and codes of corporate governance. 
This is an important recognition and incentive to continue research and efforts towards 
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further development and enrichment of the stakeholder theory. One of the trends that can be 
deduced is that the stakeholder theory is beginning to become an umbrella that covers the 
other theoretical areas of corporate governance (Solomon, 2010). 

Despite, and probably due to, its dynamic development, stakeholder theory focuses on three 
topics: protecting one's right to exist; research of the practice of corporate governance in 
relation to the stakeholders and development of policy recommendations how to deal with 
them. Outside these topics remains the problem of theoretical foundations of this theory, the 
disclosure of which would facilitate the process of strengthening its identity and would 
dynamise its future development. This study deals with solving this problem. 

 

Stakeholder theory background 

The theory uses contributions and resources from other social, economic, political and legal 
theories and concepts. Most significant of them are: 

• New concept of corporation; 

• Motivation theories; 

• Systems theory; 

• Strategic management; 

• Industrial relations; 

• Legal and political theories; 

Next, we will present in short the resources and contributions of these theories, concepts and 
practices, on which the stakeholder theory is built upon. At the end, we will systematise the 
contributions of the outlined theories, concepts and practices to the development of the 
stakeholder theory. 

 

New concept of corporation 

The initial dominating and lastingly spread view of the concept of a corporation has been as 
a set of relations between shareholders (owners, principal) and managers (agent). Assigning 
the management of the corporations to hired managers outside the circle of owners (most 
often family) creates contradictory interests between both sides (Solomon, 2010). The 
managers' main interests are in increasing their remuneration, raising their public status and 
privileges, ensuring stable protection of their positions. Unlike them, shareholders have 
interests in increasing their profit from the investments made in the corporations. That is why 
it was considered that the main goal of the managers and the whole corporation was 
increasing the shareholder value (Friedman, 1970). The most important mean for this was 
achieving high profit and its capitalisation, which leads to raising the price of the corporation 
shares. 



Keremidchiev, S. (2021). Theoretical Foundations of Stakeholder Theory. 

72 

Still, in the dawn of the contemporary economic theory, Adam Smith has stated that managers 
without ownership in the enterprise are less concerned about it than owners (Smith, 1983). 
Later, A. Berle and G. Means state that ownership in the American corporations is strongly 
spread and there are no effective mechanisms of control over the work of the managers (Berle 
and Means, 1932). For many years, the corporate governance theory deals with developing 
the means of motivating and controlling the managers as well as coordinating the interests of 
owners and managers. 

This concept of the corporation has long been under criticism. Yet in 1958, P. Drucker states, 
"maximisation of short-term or long-term profit is definitely a wrong concept" (Drucker, 
1958). Many years pass until 1996, when R. Rajan and L. Zingales present a new concept of 
the corporation, different from the existing one until then (Rajan and  Zingales, 1996). 
According to them, the corporation is a nexus of specific investments: a combination of 
mutually specialised assets and people. The contribution of this definition is that it focuses 
on the fact that the corporation is a much more complex structure, which cannot be easily 
reproduced. 

This definition allows outlining the interests of all sides, specialised in the corporation and 
its products – employees, suppliers, consumers, etc. These sides form a group of a non-
ownership layer with strong positions in the distribution of resources and with substantial 
influence on the economic results of the corporation. With the shareholders, this group forms 
the category of stakeholders.  

The group of stakeholders is comparatively constant. Generally, it includes the employees of 
the corporation, suppliers, consumers, creditors, government and local authorities, trade 
unions, environmental organisations and other NGOs depending on the specific of the 
corporation. Different stakeholders play special roles and have their own behaviour and 
interests, and the modern managers have to conform to them (Robson, 1996). 

 

Motivation theories 

A certain contribution of the motivation theories is a source of development of the 
stakeholder theory. E. Mayo sets the base, and together with M. P. Follett, O. Sheldon and 
R. Owen creates the human relations school. Mayo's experiments in 1927-1932, known as 
Hawthorne experiments, show that employees as social beings are sensitive to motivation, 
which influences on their productivity (Mayo, 1933). 

D. McGregor and W. Ouchi contribute with their theories Х, У and Z. Based on monitoring 
American companies, McGregor formulates the X and Y theories (McGregor, 1960). 
According to theory, X employees prefer to be directed. They avoid responsibility, have small 
ambitions and strive for safe work. They do not love their work and try to avoid it at every 
possible time. That is why the personnel should be strongly supervised and should work 
under the threat of punishments, in order to achieve the goals of the organisation, set by the 
management. 

Theory Y gives a totally different view on the behaviour and motivation of employees. It 
states that they consider their work as something completely habitual, they want to participate 
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in decision-making, they accept and usually seek for taking responsibility. The supervision 
of their work and the threat of punishments do not substantially influence on the employees 
for achieving the organisation's goals. The empathy of the employees to the goals of the 
organisation concerns the payments based on their achievements. The intellectual potential 
of the ordinary people is poorly used, but there is such in most employees. 

Studying the work methods of the Japanese firms functioning in the USA, later Ouchi creates 
theory Z (Ouchi, 1981). It derives from the specific of the Japanese management model and 
long-term or life-long hiring of personnel and on the Japanese system of human resources 
management. In this way, human resources for a complex and specific production are created, 
where employees' skills improve with increasing their production experience. The specific 
feature of this model is the slow career advancement in the organisation's hierarchy, based 
on the evaluation of the work qualities of the personnel. There is a dynamics in the employees' 
movement from one production unit to another, which allows the development of natural 
coordination between different stages of the process of design, production and realisation of 
the goods. According to Ouchi, these specifics of the Japanese model make local firms more 
productive than their American competitors, even when they use foreign human resources, 
like American employees. 

 

Systems theory 

The systems theory considers the enterprise as a complex and separate system, which makes 
contacts with the external environment. The external environment can create favourable or 
unfavourable conditions for the development of the system and achievement of its goals. 
Moreover, setting goals to a system strongly depends on the state of the external environment. 
It consists of external stakeholders. It is one or another state, depending on the interests and 
power ratio of these stakeholders. The possible changes of the external environment make an 
impact on the very stakeholders, which theoretically are developed by the systems theory. 
That is how the stakeholder theory uses the main formulations from the systems theory. 

According to the systems theory, a system consists of elements, which interact between each 
other for achieving a common goal. The efficiency of the system depends on the quality of 
interaction between the elements. Also, extremely important is to use the potential of each 
element in the system. The definition of stakeholders is built on this view. 

Other important formulations of the systems theory, like the principle of direct and reverse 
connection, synergy effect, sustainability and adaptivity of the systems, regulating and self-
regulating of the systems, are entirely applied by the stakeholder theory and contribute a lot 
to its development (Bertalanffy, 1969). 

Strategic management 

Regarding the essence of the enterprise, F. Adams is the first to attempt to view outside the 
frame "shareholders – managers". In 1954 he developed the thesis that the firm should 
"maintain a fair and efficient balance between the requirements of the different direct 
stakeholders – shareholders, employees, clients and public" (Adams, 1954). 
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Later R. Ackoff in his book "Planning the future of corporation" develops the idea of 
participatory planning (Ackoff, 1981). He considers its planning with the participation of all 
employees, and according to the dynamic changes of the external environment. The 
participatory planning process runs in ascending direction. All employees participate in the 
planning in the unit they are permanently employed. At the next higher level of planning, 
there are committees, which generalise and move up the suggested ideas to another higher 
unit in the hierarchy. The managers of the relevant units participate in the committees. 
Participatory planning is organised in a hierarchy, so the highest level of corporation 
management generalises the made suggestions and coordinates the goals and tasks with its 
shareholders. To a certain extent, this idea of Ackoff is spread in the practice of different 
corporations. Such example is the self-management, which R. Semler applies in the company 
"Semco", which he manages in Brasil (Semler, 2011). 

R. Freeman, considered the father of the stakeholder theory, in his book "Strategic 
Management: A stakeholder approach" (Freeman, 1984), as well as in many later 
publications, confirms the thesis that managers are responsible not only to their shareholders, 
but also to the stakeholders of the corporations, because they contribute to and are affected 
by the direction of corporation's development. In this way, Freeman expands the task of the 
managers, which until then has been formulated as increasing the shareholder value. 

Later the development of the stakeholders' problems is examined in many works on strategic 
planning and management. This gives a wider and fuller view on the corporation not only as 
an economic but also as a social phenomenon, which allows its precise positioning in the 
preparation and execution of strategic plans and projects. The interaction between the 
corporation and its public environment is considered and reasoned through approaching it as 
a "corporate social responsibility" institution. Its successes and failures affect not only the 
shareholders, but to a substantial degree, many stakeholders and the whole society. The 
corporation not only creates material products and achieves financial results, but also is 
responsible for protecting the environment, maintaining or creating part of the technical 
infrastructure of the settlement it uses, it holds certain engagements concerning education, 
personnel qualification, etc. 

Shareholders are one of the most important stakeholders, interested in the development of 
the corporation. On the other hand, the development of the corporation is due not only to its 
capital, management skills and efforts of the managers. Without ensuring an optimal capital 
structure, without establishing mutually beneficial trade relations with suppliers and 
consumers of the corporation's production, without creating normal working conditions and 
career perspective of the human capital, with lack of dialogue and understanding between 
managers and national and local political leaders, no corporation can achieve sustainable 
economic development and success. This is the reason why the modern large corporations 
should use the concept of stakeholders when developing vision, values, mission, corporate 
governance code, ethic principles and other strategic documents. Their focus should be 
redirected from work in favour of the more narrow economic interests of the shareholders to 
satisfying the needs of the consumers, keeping the environment clean, developing the public 
relations, supporting the SMEs, cooperating with the local communities, supporting the local 
development and other aspects. 
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Industrial relation theory 

Modernising the industrial relations goes through taking into consideration interests, 
especially those of the personnel in the enterprises. Part of the stakeholder theory deals with 
the personnel as a main stakeholder in the corporation. М. Blair (Blair, 1995) is one of the 
founding researchers in this field. In her works, she states that "agreements for managing the 
relations between employees and between the personnel and the firm cannot be considered 
separate from the corporate governance anymore" (Blair, 1999). The new understanding of 
the corporation, presented above, and the concept of stakeholders, contribute to the 
revaluating and reformulating of the main problem of the corporate governance. 

The pre-history of the corporate governance has a concurrence between ownership and 
management, since the manager of the enterprise then was its (co)owner and in most cases a 
representative of the family owning the enterprise (Leeson, 2012). Corporate governance 
emerges based on the division between these two key figures, when the owner of the 
enterprise hires an external manager to manage it. 

With the concept of stakeholders, and taking into consideration the forms and schemes of 
financial participation of managers and employees, a new situation in the corporate 
governance theory appears. Managers are in the position of both owner and manager of the 
corporation. For employees, there is a match between the roles of staff and owner. On this 
basis, a new type of corporation appears, with special relations between owners and 
managers, different from before. This stage in the development of the corporate governance 
can be specified as integration between ownership and management. It puts the problems in 
a new way, and requires a reformulation of the main questions and tasks of the corporate 
governance theory. 

 

Legal and political theories 

In the legal theory and practice, there is a statement that with their decisions, the managers 
are responsible not only to their shareholders but also to the entire company. If we use legal 
terms, it is a matter of so-called fiduciary duties of the managers. Such a norm exists 
everywhere in the specialised legislation. For example, art. 116b of the Bulgarian Public 
Offering of Securities Act  (POSA, 1999) states that managers should observe their duties 
with the care of a good trader in a way, which they reasonably think will be in the interest of 
all shareholders of the company, and should be loyal to the entire company. Such a 
formulation also exists in the 1999 OECD principles (OECD, 1999). In 2004 they were 
amended. According to the amendment, the corporate board should follow high moral 
standards and should take into consideration the interests of all stakeholders (OECD, 2004). 
In 2015 version of the principles is set that board members should act on a fully informed 
basis, in good faith, with due diligence and care, and in the best interest of the company and 
the shareholders (OECD, 2015). 

Much earlier than the economic theory, the political theories consider the stakes of the 
stakeholders (Brinkerhoff and Crosby, 2001). They are on the basis of the politics as an art 
for achieving trade-offs and making decisions, which concern different, often mutually 
contradictory, interests in the society. 
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The discussed contributions systematised at Table 1 present strong foundations for the 
establishment of the stakeholders' theory.  

Table 2 
Systematisation of the contributions of theories, concepts and practices to the development 

of the stakeholder theory 
Theory and concept Contribution 

New concept of 
corporation 

• Corporation as a spiral of specific institutions 
• Outlining the interests of the stakeholders in the development of the 

corporation 

Motivation theories 

• Theory X – personnel wants to participate in decision making and 
strives to take responsibility 

• Theory Y – the system of life-long hiring creates conditions for a 
complex specific production 

Systems theory 

• Enterprise as a separate system interacts with the external 
environment 

• Principle of direct and reverse connection 
• Synergy effect 
• Sustainability and adaptivity of the systems 
• Regulating and self-regulating of the systems 

Strategic corporate 
governance 

• Acknowledging the contribution of the stakeholders in achieving the 
goals of the enterprise 

• Concept of participatory planning 
• Managers should strive to increase the profit of the stakeholders 
• Enterprise as a corporate social responsibility organisation 

Industrial relations 
concept 

• Industrial relations become part of the corporate governance 
• Integration between ownership and management changes the main 

question of the corporate governance 

Political theories • Work and attracting the stakeholders for achieving compromises and 
making complex decisions 

Legal theories • Principle of fiduciary responsibility of the managers 
Source: Created by the author. 

 

Criticism of the stakeholder theory 

Since its creation, the stakeholder theory is accompanied by constant criticism, objections 
and rejections of its main postulates. M. Friedman with his followers does not accept the 
existence of the stakeholder theory with the classic argument that the only social 
responsibility of the enterprise is to maximise the profit of its shareholders (Friedman, 1970). 
According to him, any other responsibility taken by the enterprise leads to its deviation from 
the right development trajectory. M. Friedman with his followers does not study and does not 
answer to the questions whether some firms externalise their expenditures, and if taking a 
social responsibility can lead to increasing the profit of the shareholders, as is the position of 
his opponents. 
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In many publications, El. Steinberg (Steinberg, 1999; Steinberg, 2000) criticises the 
stakeholder theory. Actually, she acknowledges two meanings of the term "stakeholder" – as 
significant in regards to the motivation it creates for an organisation, and in regards to the 
external environment and the necessity for management decisions to conform to its changes. 

According to her, the third meaning of the term "stakeholder" is problematic. It concerns the 
reports and responsibility of the enterprise to these stakeholders and the necessity to balance 
the competing interests. 

The thesis El. Steinberg develops outlines 5 problems of this theory – it is incompatible with 
the business goals and it is not working; it is incompatible with the corporate governance and 
the requirements for reports and responsibility; it is not proven; it undermines the bases of 
private property, agents and wealth. In conclusion, she suggests a new concept, called "Just 
Business", which main principle is that the social responsibility is not a responsibility for the 
stakeholders but a responsibility of the stakeholders (Steinberg, 1999). 

Without discussing in details the arguments of El. Steinberg, it is necessary to mention that 
her theory is inconsistent. She acknowledges the role of the internal stakeholders and to some 
extent, the significance of the external stakeholders about forming the external environment 
of the enterprise. In her arguments, she uses incorrect and extreme cases and situations, which 
have nothing to do with the stakeholder theory. For instance, according to her, terrorists are 
also part of the stakeholders of a certain enterprise, since they can have interests in the results 
of the enterprise, as well as in failing its established supply chain, i.e. they can influence its 
resources. 

M. Jensen repeats some of the arguments of El. Steinberg, but he develops new arguments 
against the stakeholder theory (Jensen, 2001). His arguments derive on the theory of firm, 
according to which the firm cannot maximise more than one goal. According to him, the 
economic theory in the last 200 years has explicitly reached the conclusion that the social 
welfare is maximised in conditions of missing externalities and monopolies, only when each 
firm maximises its market value. M. Jensen, like El. Steinberg, thinks that the stakeholder 
theory makes the managers irresponsible to the shareholders. 

However, M. Jensen admits that the firm cannot maximise its value, if it does not take into 
consideration the interests of the stakeholders. According to him, the enlightened value 
maximisation is acknowledged as a goal of the non-traditional, or as he calls it enlightened 
stakeholder theory (Jensen, 2001). 

These statements of M. Jensen start a new stage in the development of the stakeholder theory. 
The works of the followers of this theory closely conform to his statements and further 
develop the theory according to them. 

Attempting to overcome the criticism to the stakeholder theory, R. Freeman creates an 
interesting thesis, namely that his different opponents actually have common and close views 
to the statements of the stakeholder theory (Freeman et al, 2010). According to him the 
differences and criticism are due to not knowing the main statements of this theory. 
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Typology of stakeholders 

Definition and content 

The key to defining the content of the term stakeholder should be the main element of the 
word – "stake". Most often it is considered as interest. In the literature, there is also a wider 
meaning of the term "stake". According to Caroll and Buchholtz, the term consists of three 
categories: interest, right and ownership (Caroll and  Buchholtz, 1999). 

There is an interest when a physical person or a group of people can be affected by a certain 
decision of the firm. Then these persons can have an interest in this decision. An example of 
such interest is when an enterprise decides to allocate its production to other parts of the 
country or the world. Obviously, this decision will affect all employees in the enterprise, their 
families, the local community, local clients, suppliers, etc. 

The right, as an element of the term "stake", can be legal and moral. There is legal right when 
a physical person or a group of people have a right by law to be treated in a certain way or 
have certain legal protections. Such examples are when the creditors have certain legal rights 
to cash their claims in case of bankruptcy of an enterprise. A similar right is the protection 
from the dismissal of certain groups of personnel of the enterprise. 

There is a moral right when a physical person or a group of people consider that they have 
informal right to be treated in a certain way or have a certain right, regulated by unwritten 
but applied moral norms and principles of the business and society. There are such examples 
in recruiting personnel or promoting personnel by merits, as well as many acts of decency 
and honesty in making business deals. 

Ownership as a manifestation of interest exists when a physical person or a group of people 
have a legal right of ownership over certain assets or property of the enterprise. Such example 
is the possession of shares or stakes of an enterprise, or when there are contracts and trade 
interrelations with it. 

One of the first definitions of stakeholders in 1984 states that these are groups, without which 
support the organisation will seize to exist (Freeman, 1984). These groups include 
shareholders, personnel, clients, creditors and society. Later this definition evolves in the 
following way: "…stakeholders are those groups, which have stakes to the firm" (Evan and 
Freeman, 2001). It is noticeable that stakeholders do not include managers, which P. Freeman 
considers a part of the corporation itself. However, most researchers consider the managers 
as stakeholders, since they regard them as another type of hired personnel. 

A stakeholder is a physical person or group with stakes and relations to the activity of the 
enterprise, its resources and results. The stakeholders can be affected by actions, decisions, 
policies or projects of the enterprise. The opposite is also valid – these stakeholders can 
influence the actions, policies or projects of the enterprise. Therefore, there is a possible 
interaction with the stakeholders in both directions or exchange of influence. In a word, a 
stakeholder can be considered as "every physical person or group with the ability to influence 
or be influenced by the actions, decisions, policies, practices or prices of the organisation" 
(Evan and  Freeman, 2001). 
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In summary, we can conclude that stakeholders are people or group of people inside or 
outside the corporation with stakes to the resources, projects, products of the corporation, 
affected by the results of its activity, or on which the performance of the corporation depends. 

Following the specifics of this definition, we can determine the main groups of stakeholders 
in the corporation (Exhibit ). They are shareholders, managers, personnel, trade unions, 
creditors, suppliers and clients, local authorities and state. It is important to note that the 
mentioned stakeholders are generic terms. In real life, they have quite a concrete face. Their 
concrete determining is a task for the stakeholder analysis. 

The mentioned circle of stakeholders is not complete. In some cases, like in the "natural" 
monopolies, there can be state or municipal regulators. Such example is the regulators of the 
energy and water sector. 

Exhibit 1 
 Key stakeholders in a corporation 

 
S - Stakeholders 

Source: Created by the author. 
 

When determining the circle of stakeholder, there is also a wider approach. It examines and 
reveals the relations between certain quite wide social and even unsocial groups and the 
activity of the enterprises. For example, some authors consider the whole society and all 
citizens as stakeholders, since they have financed the creation of the public infrastructure, 
which the enterprises use. Other researchers include as stakeholders also the environment, 
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the future generations, and even non-human types (see further the classification of D. 
Wheeler and M. Sillanpää). This is a too wide definition of the term and shows the theoretical 
overexertion by these researchers. Really, the activity of an enterprise can have many side 
effects and can create externals. The stakeholders should be able to identify their stakes, to 
be publicly acknowledged in the society, as well as to be able to claim their stakes in some 
way. Obviously, there is no way for the birds or crocodiles to participate in this social 
exercise. The problems of their habitats, influenced by the economic activity of the people, 
can be represented by different environmental groups, but not directly by themselves and 
their similar species. In a similar way, the disenfranchised slaves cannot be considered 
stakeholders, because they did not have a social status. They can acquire such status, for 
instance, if they get organised, create an army and raise a rebellion against their masters, or 
in some other way. 

 

Types of stakeholders 

In the economic literature, there are many classifications of stakeholders by various criteria. 
We will analyse the most popular ones. 

Most spread classification of stakeholders is their dividing into internal and external ones. 
Internal stakeholders are personnel, shareholders, managers and unions. External 
stakeholders are suppliers, clients, local communities, banks, etc. 

Directly from the definition of stakeholders follows their classification to individual and 
institutional ones (Kostyuk et al., 2007). Individual stakeholders are employees, individual 
shareholders, consumers, etc. Institutional stakeholders have an organisation representation. 
Such are banks, institutional investors (pension funds, mutual funds, etc.), as well as local 
authorities, media, etc. Specific of this classification is that certain groups of stakeholders 
can be represented individually, as well as institutionally. For example, employees by their 
specifics are an individual stakeholder, but if they participate in a union organisation, the 
latter becomes their institutional representative. Similar is the situation with the organisations 
for consumers' protection. In this way, some groups of stakeholders can be bilaterally 
represented – directly as individual stakeholders and indirectly as institutional ones. 

Another classification divides the stakeholders to directly and indirectly interested. The first 
group includes shareholders, managers, clients, suppliers, creditors and employees. The 
second group consists of regulators, competitors and citizens (Georgiev, 2012). Direct 
stakeholders influence directly on the functioning of the enterprise, while the indirect 
stakeholders have more side, indirect impact on the performance of the enterprise. 

Stakeholders are also divided by their contribution to the capital of the enterprise 
(Bakardjieva, 2009). Some of them have a material (financial or non-financial) contribution 
to the capital of the enterprise (like shareholders and creditors), while other stakeholders 
usually have no such contribution (like managers, employees, suppliers, clients, local 
authorities, etc.). 

D. Wheeler and M. Sillanpää (Wheeler and  Sillanpää, 1997) present another interesting 
approach to a classification of the stakeholders. They use two antonyms, like main and 
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secondary, social and non-social, and divide the stakeholder. According to them, the main 
social stakeholders are: 

• Shareholders and investors; 

• Employees and managers; 

• Clients; 

• Local communities; 

• Suppliers and other business partners. 

Secondary social stakeholders are: 

• Government and regulators; 

• Civil institutions; 

• Social groups; 

• Media and academic commentators; 

• Trade organs; 

• Competitors. 

As per some researchers, the main social stakeholders have direct interest and participation 
in the enterprise and its success, and therefore exert influence. The secondary social 
stakeholders can also be extremely influential, particularly having an effect on the reputation 
and acceptance by the society, but their share in the company is rather representative and 
indirect, unlike the direct stakeholders. That is why the level of reporting to the secondary 
stakeholders shows a trend towards decrease. 

Main non-social stakeholders are: 

• Environment; 

• Future generations; 

• Non-human species. 

Secondary non-social stakeholders are: 

• Environmental pressure groups; 

• Organisations for animal protection. 

 

Managing the stakes of the stakeholders 

Some authors focus on the balance, even on "fair" balance between the interests of the 
stakeholders (Georgiev, 2012). This approach is built on the understanding that the enterprise 
works in favour of all stakeholders, and that they are equally important or have a decisive 
influence on the performance of the enterprise. It develops different schemes and 
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mechanisms for balancing these interests. Of course, no one denies this necessity, and it is 
completely logical to develop and apply mechanisms for coordinating the interests of the 
different stakeholders. However, to balance interests, which sometimes can be very 
conflicting ones, is a science fiction (Dimitrov et al., 2014). 

The weakness of the approach of balancing the stakeholders' interests comes from the two 
statements it is based on. The first statement concerns the understanding of the corporation 
as an instrument for increasing the benefit of the stakeholders, specific of the initial period 
in the development of the stakeholder theory. The second statement, namely that all 
stakeholders are equally important to the enterprise, is also rejected by theory and practice. 
Thanks to the efforts to distinguish the types of stakeholders, it is determined that they have 
different potential, direction, power and influence on the enterprise, they can cause different 
consequences to the enterprise, so the different stakeholders should be treated with special 
approaches and methods. In this connection, R. Freeman states: "All (stakeholders) are not 
equally significant at all time, but they have equal rights to protect their interests" (Freeman 
et al., 2010). 

In the literature, there are many studies and understandings of the main stakes of the 
stakeholders. We will discuss the most studied and used three stakes, specific of the different 
stakeholders.  

Managers most often outline high payment, acquiring ownership in the enterprise, and 
additional management package (business car, secretary, big office, business trips abroad, 
etc.). 

It is considered that employees strive to receive high payment, participation in ownership, 
financial results and management, as well as career development. 

Unions usually have stakes to improve the labour conditions, receive social benefits by the 
personnel, and keep its employment. 

Clients of the enterprise strive to achieve acceptable prices, high quality of their purchases, 
and convenient and quality service of the purchased goods. 

Suppliers typically want stable and long supplies, timely payments of the supplied goods, 
and a large series of orders by the services enterprises. 

Municipality, where the management and production of the enterprise operates, is interested 
in opening new working places, financing municipality initiatives, and meeting the 
environment requirements by all economic subjects. 

Banks want their clients to regularly service their debts, to provide a high quality of service, 
and if possible to give risk-free credits. 

Shareholders of the company strive to receive high dividends, as well as a high price of the 
shares, and long-term stable development of the enterprise. 

Besides the need for the stakes of the stakeholders to be identified theoretically, they should 
be concretely analysed, which would give the opportunity to manage them. For this, an 
approach is developed, with which the stakeholders are positioned by their potential for threat 
and cooperation with the company (Exhibit 2). 
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Exhibit 2 
Matrix of types of stakeholders and the strategies towards them  

              Stakeholder's Potential for Threat to Organization 

       High    Low 

Stakeholder Type 4 

Mixed Blessing 

Strategy: 

Collaborate 

 

Stakeholder Type 1 

Supportive 

Strategy: 

Involve 

Stakeholder Type 3 

Nonsupportive 

Strategy: 

Defend 

 

Stakeholder Type 2 

Мarginal 

Strategy: 

Monitor 

Source: Caroll and  Buchholtz (1999). 

 

The exhibit presents four types of stakeholders and corresponding strategies for managing 
their stakes. The first quadrant outlines stakeholders with high potential for cooperation and 
low potential for threat. They are defined as supportive, and the strategy towards them targets 
their involvement. For example, if analysis outlines the personnel as such type of stakeholder, 
the strategy towards it should be more active participation and involvement in the 
management and initiatives of the corporations. 

The second quadrant introduces the stakeholders with low potential for cooperation and 
threat. They are the so-called marginal stakeholders and the strategy towards them is 
monitoring their reactions. This strategy is necessary for tracing their movement and their 
eventual transferring to another quadrant, if accepting and using another strategy will be 
needed. 

The third quadrant presents stakeholders with high potential for threat and low potential for 
cooperation. They are considered as non-supportive and the strategy towards them is 
defensive. Defensive strategy is the most passive one, but since they are incapable of 
cooperation in any way with the enterprise, there is no other choice of impact with them. In 
this position can be the regulatory bodies with big rights to determine prices and other 
extremely important economic conditions of certain sectors and enterprises. 
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The fourth quadrant outlines the stakeholders with a high potential for cooperation and threat. 
That is why metaphorically they are called a "double-edged sword". A suitable strategy 
towards them is cooperation, thus trying to neutralise the threat. 

With the presented approach, the stakeholders can be divided into strategic and non-strategic 
(secondary) ones. Strategic are the ones of vital significance to the company and to certain 
threats and opportunities it will face at a certain moment. Such stakeholders are the ones in 
the first, third and fourth quadrant. Non-strategic stakeholders are the ones determining the 
situation, part of the external environment, but not the strategy of the company. The 
stakeholders in the second quadrant are in this group. 

 

Policy implication of stakeholder theory 

Very soon after its creation, the concept of the stakeholders' participation in the corporate 
governance finds its place in the main policy documents for imposing and developing the 
corporate governance (Keremidchiev, 2017). Here we will pay attention to policy initiatives 
about the promotion of the stakeholder approach at whole. Actions that refer only to one or 
a limited number of stakeholders like employees (Keremidchiev and Ileva-Naidenova, 2012) 
will not be considered. 

In the first edition of OECD principles of corporate governance in 1999 (OECD, 1999), 
stakeholders are mentioned five times at different places in the text on different occasions. 
In the second version of OECD principles of corporate governance (OECD, 2004) there is 
already a special chapter on the role of stakeholders in the corporate governance, with six 
formulated principles in it. The same number of principles on the role of stakeholders 
collected in one special chapter exists in the third edition of this publication (OECD/G20, 
2015). 

A special comparative table shows the evolution of the views on the role of stakeholders in 
the corporate governance (Table 3). The comparison of the three versions shows a substantial 
improvement and precision of the place and role of the stakeholders in the corporate 
governance in the second and third versions of the Principles. For example, the 2004 version 
states the obligation of informing the stakeholders on their participation in the corporate 
governance process, and they should receive not only relevant but also accessible information 
periodically. In the last version of Principles, this statement is better formulated. 

An important improvement is made in the 2015 version of Principles regarding the right of 
stakeholders to communicate directly with the Board of Directors regarding their cares, 
illegal or unethical practices. This principle is supplemented by a text, giving an option to 
stakeholders to refer also to the competent public authorities and the defence of this right. 

Another contribution of the last two versions of Principles is the encouragement for the 
establishment of mechanisms for employee participation in the corporate governance, instead 
of all stakeholders. 
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Table 3 
Comparative table of OECD principles of corporate governance 

 between 1999 and 2015 regarding stakeholders 
OECD principles of 

corporate governance in 
1999 

OECD principles of 
corporate governance in 

2004 

OECD principles of corporate 
governance in 2015 

Governing bodies should 
ensure observing the 
applicable law and 
counting the interests of 
the stakeholders. 

The rights of stakeholders, 
which are legally regulated, 
should be observed. 

The rights of stakeholders that are 
established by law or through mutual 
agreements are to be respected. 

If the stakeholders' 
interests are protected by 
law, they should receive 
effective compensation in 
case of breaking their 
rights. 

When the rights of 
stakeholders are protected by 
laws, they should be able to 
receive equal compensations 
in case of breaking their 
rights. 

Where stakeholder interests are protected 
by law, stakeholders should have the 
opportunity to obtain effective redress 
for violation of their rights. 

If stakeholders participate 
in the corporate 
governance process, they 
should have access to the 
relevant information. 

When stakeholders 
participate in the corporate 
governance process, they 
should have access to 
relevant and accessible 
information, received 
periodically. 

Mechanisms for employee participation 
should be permitted to develop. 

Corporate governance 
should allow the 
functioning of a 
mechanism stimulating 
the participation of 
stakeholders. 

Introduction of stimulating 
mechanisms for employee 
participation in corporate 
governance should be 
allowed. 

Where stakeholders participate in the 
corporate governance process, they 
should have access to relevant, sufficient 
and reliable information on a timely and 
regular basis. 

The announcement should 
include, without limiting 
to, the following 
significant information: 
… Substantial issues 
regarding employees and 
other stakeholders… 

Stakeholders should be able 
to communicate with the 
Board of Directors regarding 
their cares, illegal or 
unethical practices. 

Stakeholders, including individual 
employees and their representative 
bodies, should be able to freely 
communicate their concerns about illegal 
or unethical practices to the board and to 
the competent public authorities and 
their rights should not be compromised 
for doing this. 

 

The corporate governance 
frame should be 
accompanied by effective 
procedures of bankruptcy 
and adequate protection of 
the rights of the creditors. 

The corporate governance framework 
should be complemented by an effective, 
efficient insolvency framework and by 
effective enforcement of creditor rights. 

Source: Created by the author based on OECD. (1999). OECD Principles of Corporate Governance; 
OECD. (2004). OECD Principles of Corporate Governance; and OECD. (2015). OECD Principles of 
Corporate Governance. 
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In 2005 OECD published guidelines for developing the corporate governance in state-owned 
enterprises. The fourth chapter of the guidelines deals with the ways of carrying out the 
interrelations with the stakeholders (OECD, 2005). It outlines that the state-owned 
enterprises should take all responsibilities coming from the legislation concerning the 
stakeholders, and should periodically report their execution to them, as well as they should 
adopt ethic codes with high moral standards and should involve the employees in their 
application (OECD, 2005). 

Later on, in 2015, these principles were renovated (OECD, 2015). Three of them were better 
formulated, one was replaced and a new one appeared. It concerns a ban on state-owned 
enterprises to fund political parties and campaigns. 

A whole chapter of the White Book of corporate governance in South-Eastern Europe is 
dedicated to the stakeholders in corporate governance. It gives account to the role of the 
stakeholders in creating wealth, their role for limiting the "excessive power of executive 
managements", as well as the significance of the human resource to creating competitive 
advantages of the enterprises (South Eastern Europe Corporate Governance Roundtable, 
2003). This chapter outlines and underlines the following main formulations and principles 
on the role of stakeholders for the successful application of corporate governance (White 
Book of Corporate Governance in South-Eastern Europe, 2003): 

• It is necessary to clarify the rights of the stakeholders, and the legislators should make 
provisions for a succession and unity of the different laws and regulations concerning the 
rights of the stakeholders. 

• The Board of Directors and executive directors should be aware of the relevant rights of 
the stakeholders, and should create internal mechanisms for ensuring the observation of 
these rights. 

• Companies should communicate between each other concerning their policy on 
stakeholders. 

• Employees should have access to mechanisms of correction and/or compensation in cases 
of breaking their rights. 

• The bankruptcy procedures and the mechanisms for exercising the rights of guaranteeing 
the claims should be stronger, effectively applied and imposed. 

World Economic Forum (WEF) is the other influential institution, that launched a policy 
initiative for the promotion of the stakeholder theory. In 2019 its founder and executive 
chairman K. Schwab published a paper entitled: Davos Manifesto 2020: The Universal 
Purpose of a Company in the Fourth Industrial Revolution (Schwab, 2019). It starts with the 
following statement: "The purpose of a company is to engage all its stakeholders in shared 
and sustained value creation. In creating such value, a company serves not only its 
shareholders, but all its stakeholders – employees, customers, suppliers, local communities 
and society at large." The WEF Annual Meeting 2020 was convening under the theme on 
Stakeholders for a Cohesive and Sustainable World. Later, K. Schwab extended his thoughts, 
developing a concept of stakeholder capitalism as a desirable society development. 

Before the worldwide initiative of WEF in August 2019, the CEOs of 181 biggest US 
companies signed a new Statement on the Purpose of a Corporation, where they commit to 
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lead their companies for the benefit of all stakeholders – customers, employees, suppliers, 
communities and shareholders. The statement notes that: "Each of our stakeholders is 
essential. We commit to deliver value to all of them, for the future success of our companies, 
our communities and our country." 

Despite its political commitment, these initiatives might shed light on a new road for the 
development of corporations and society. 

 

Conclusions 

Stakeholder theory is gradually gaining recognition in theoretical circles and is increasingly 
used in business practice (Tchipev, 2014). The conclusions that can be drawn from the 
present study are the following: 

• Stakeholder theory appeared in the mid-1980s has a solid theoretical foundation. It draws 
resources and uses the achievements of contemporary economic, political and legal 
theories and concepts such as the new concept of the corporation, motivation theories, 
systems theory, strategic management, industrial relations, etc. 

• Criticism of stakeholder theory most often comes from the concept that the corporation's 
mission is to maximise the profits of its shareholders. Despite serious criticism, there is 
no author who denies the importance of stakeholders for the corporation development. In 
recognition of their importance, some critics have sought to contribute to stakeholder 
theory. 

• Business practice seems indifferent to the development of stakeholder theory. However, 
it increasingly takes into account and considers the interests of stakeholders in corporate 
governance codes and other policy initiatives. 
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