Business and Entrepreneurship - Stakeholders
1 of 23 - Welcome
Welcome to this session on Stakeholders. 
In this session we will be covering:
· Stakeholders
· Internal
· External
· Competitors as stakeholders
2 of 23 – Introduction
Every entrepreneur must understand that there will be individuals and organisations that have an interest in their business. These ‘stakeholders’ are interested in how the business is performing and what affect it has on them.
Stakeholders can be defined as people, organisations, interest groups or other bodies who have an interest in what the organisation does and how it performs. Organisations need to be aware of who their main stakeholders are, what their interests are in the business and the level of influence they have. The most powerful stakeholders are likely to be the people who have financed the business. 
Stakeholders come in many forms, we will be concentrating on competitors, suppliers and customers.  
3 of 23 – Competitors
It is really important for entrepreneurs to be aware of their competition. They must be aware of competitors products, services and success. 
Entrepreneurs should be aware that their nearest competitor, in location or product similarity is a threat to their business. They also need to take steps to ensure their product is superior and can be differentiated from by customers. Customers need to be able to recognise and desire their product over that of competitors.  
Think about Tesco and ask yourself these questions:
· What makes them more or less successful than competitors? 
· Where are they located? 
· How does their pricing compare with competitors? 
· Do they offer deals or sales? 
· What can competitors do to take sales from them?
Tesco
· They offer a wide range of products in store and online to make it easier for customers to purchase from them
· They have a range of small and large stores in town and cities and even in rural areas.  You can also purchase online and goods can be delivered to your home
· They are expensive for some things and cheaper for others
· They offer lots of deals like Buy One, Get One Free (BOGOF) and discounted prices
· Competitors can offer the same or similar products at lower prices
4 of 23 – Suppliers
Suppliers are an important stakeholder to entrepreneurs.  They supply the goods and raw materials that will eventually go to customers. They want the organisation to succeed so that they receive repeat orders. They can increase their prices and can change the amount of time allowed for payments. It is really important to manage your suppliers well and keep them on side. It is essential to build a good relationship with suppliers to ensure you are getting the best service from them.  
Ideally you should have more than 1 supplier, this will assist if you have any issues. If you rely on 1 supplier and they cannot provide your goods, you will be unable to fulfil customer orders. Shop around for suppliers who offer the best deals and give the longest payment terms. Be honest and open with suppliers because if not, that is when problems arise. Monitor supplier performance as well as the goods they supply.  
5 of 23 – Customers
 Customers are a highly valuable stakeholder to any business, they play a huge part in the success of the business. They want high-quality products at competitive prices. They can decide to buy or not to buy a product.  If they are not happy with the product or service, they will not buy it and this will influence the profits of the business.  
Customers expect: 
· a product range that meets their needs
· value for money
· good quality products and customer service
· a ready supply of goods and services
· ecologically-sound products
It is important to manage customer expectations; if they make unreasonable demands that you cannot fulfil, you need to be honest with them. Communicate wisely with customers, if you give them too much information, this may have a detrimental effect on your relationship. Keep channels of communication open, even if you don’t have an update to give to your customers, tell them so.
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Internal stakeholders are people or bodies who operate from inside the organisation. This could include: 
· Shareholders
· Owners  
· Directors
· Managers
· Employees
· Trade Unions

In addition to understanding who their stakeholders are, businesses must understand:
· The nature and level of interest stakeholders have in the business, and 
· Their power to exert influence on the business
Think about these 2 points in context for shareholders/owners, directors/managers, employees and trade unions.
7 of 23 – Internal stakeholders - Interest and influence
Shareholders/Owners: Interest and influence into the organisation as internal stakeholders.
Interest:
· Profit made/Dividend paid – vested interest in performance
· Long-term future of the company
· Maximising their investment
· All other stakeholders – customers, competitors, employees etc
Influence:
· Control management/voting rights at AGM
· Size and type of shares will influence their decision-making power
· Provide money/capital
· Determine the strategic objectives (long term plans)
Directors/Managers: Interest and influence into the organisation as internal stakeholders.
Interest:
· Salary
· Share options
· Job satisfaction
· Status
Influence:
· Power and Influence
· Make decisions
· Have detailed company information
Employees and Trade Unions: Interest and influence into the organisation as internal stakeholders.
Interest:
· Salaries and wages
· Job security
· Job satisfaction
· Motivation	
Influence:
· Power and influence
· Staff turnover
· Service quality
· Disputes / Industrial action
8 of 23 – Conflict between internal stakeholders
It is important for a business to balance the interest of its various stakeholders however it is likely that these stakeholders will have different, and in some cases conflicting interests.  For example, while shareholders will primarily be interested in making greater profits, employees will be interested in receiving higher salaries.
Directors and managers in a business must try to manage any conflict in a way that keeps stakeholders happy. This often involves finding a solution that strikes a balance between competing interests. On occasion, it will not be possible to satisfy everyone. At least one of the stakeholder groups will feel that they are losing out. However, good decision-making involves keeping all parties happy with the outcome.
9 of 23 - External Stakeholders – part 1
External stakeholders are people or bodies who operate from outside the organisation. 
Examples of external stakeholders are: 
· Customers
· Suppliers
· Competitors
· Government 
· Banks
· Community
· General public
10 of 23 – External stakeholders – part 2
In addition to understanding who their external stakeholders are, businesses must understand:
· The nature and level of interest external stakeholders have in the business, and 
· Their power to exert influence on the business
Think about these two points in the context of 
	*Customers
	* Suppliers
	* Banks
	* Government
Read through the lists below to learn more about: Interest and influence that external stakeholders have on different organisations.
Customers:
Interest: 
· Quality products/services
· Value for money 
· Efficient/effective service
· Follow up support
· Appropriate delivery methods/times
· Feeling valued – given perks/bonus cards etc
· Appropriate opening times
· Additional facilities – car parking, disabled access, refreshment areas
Influence:
· They can stop purchasing/using the service 
· Consumer pressure groups also have influence, for e.g. Animal rights influence on research methods used
Suppliers:
Interest:
· Building a partnership with the organisation
· Prompt payments
· Regular contracts
· The organisation recommending them to others
Influence:
· By providing raw materials of varying quality – affects the input into the production process
· Their delivery schedules can affect the production line.
Banks:
Interest: 
· Loans and other debts being repaid as agreed and on time
· Credit ratings
Influence:
· Can withdraw banking facilities
· Can charge varying interest rates depending on the organisation and credit ratings
Government:
Interest:
· Ensuring the business is operating legally
· Correct rates of tax are being paid
· Jobs being provided by the organisation
Influence:
· Regulations e.g. environmental
· Offering subsidies
· Taxation policies
· Planning
11 of 23 – Communicating with external stakeholders
Methods of communicating with external stakeholders will differ from how a business communicates with its internal stakeholders. 
For example, Bernard Matthews: 
Bernard Matthews advertises on television and in the press. This is a powerful and effective way of getting a message to a wide audience. It helps to keep the brand in the minds of consumers. However, advertising is a one-way channel and needs follow-up, for example, through market research, in order to understand the impact it has.
In the past, Bernard Matthews' advertising focused on its more processed products or Christmas range. However, recent campaigns not only promotes fresh turkey for the first time, it also emphasises its versatility, taste and low-fat benefits and that it can be enjoyed all year round. This builds on other recent campaigns designed to reconnect the brand with its farming origins, containing messages such as '100% British turkey'.
See below each of the examples to see ways in which Bernard Matthews communicates with external stakeholders:
Internet and social media: 
Bernard Matthews currently has four websites targeted at different audiences. These promote new products and the company's farming credentials and publicise new initiatives and the health benefits of turkey:
· A corporate website that provides an overview of the business
· A consumer site, giving information on the turkey product range
· A Foodservice website, providing information to the catering trade, including pubs and schools
· A campaigning website, which supports Bernard Matthews' drive to get consumers to make turkey part of their everyday meals
Media and Public Relations
Bernard Matthews seeks to communicate indirectly with consumers by engaging with the media. The management of Bernard Matthews regularly meets with journalists to ensure that they understand what the company is doing. For instance, these meetings may highlight the emphasis the company places on animal welfare.
Bernard Matthews regularly issues press releases on new products and initiatives. They enable the media to understand and report accurately on what the company is doing. For example, one press release highlighted that it had removed all artificial colours, flavours and hydrogenated fats from its branded products. It has also lowered levels of saturated fats and salts. 
These symbols on food packaging form a small part of the company’s communications strategy by providing a guarantee of quality for consumers that words alone do not express. They show that the turkey meat comes from farms that meet high standards of food safety and hygiene, animal welfare and environmental protection.
The company also attempts to influence consumer opinion in a non-verbal way by using 'celebrity status' in its campaigns. Michelin-starred chef Marco Pierre White and Olympic gold medallist Rebecca Romero help to present the 'Change your Meat not your Menu' campaign. Their image helps convey the versatility, taste and health benefits of turkey. 
As the largest employer in East Anglia, Bernard Matthews also needs to build relationships in the local community through its corporate responsibility strategy and community-led projects:  
Bernard Matthews provides educational sponsorship support and mentoring for several local schools.
It has launched a youth awards scheme for young people in Norfolk and Suffolk to recognise individuals with outstanding talent and community spirit.
It works with the Norfolk Community Fund, supporting local charities and organisations in the local community.
12 of 23 – Competitors as stakeholders
In business, a company in the same industry or a similar industry which offers a similar product or service is known as a competitor. Competitors also fit the definition of a stakeholder, as they can have an impact on a business and influence business decisions. 
For example; Costa Coffee’s main competitors are Starbucks and Caffé Nero. Tesco’s main competitors include Morrisons, Asda, Aldi and Lidl.
Competitors can impact a business in a number of different ways. One example of the impact they can have is determining the price of goods or services. If a competitor reduces its prices, a business may need to do the same so it does not lose out on customers.
13 of 23 – Impact of competitors
Competitors target the same types of customers. If two local fast food shops compete for the same customers, each is affected by the operations and promotions of the other. 
Competitors can reduce the prices of goods and services as the companies compete with one another to gain a larger market share. Businesses should keep a close eye on the pricing strategy of its competitors – if a business charges too high a price, consumers may go to a competitor, however too low a price means that the business loses out on profits.
Competition also requires companies to become more efficient in order to reduce costs, for example, by using the latest machinery. 
Another means is the way a competitor conducts its business. If one company in an industry operates unethically or in a way that attracts negative attention, competitors can also suffer adversely.
14 of 23 – Gaining competitive advantage
The main challenge for a business is to find a way of achieving competitive advantage over their competitors.  The list below shows different ways this can be achieved.  
· Competitive advantage is an advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices.
· A new business start-up should invest time at an early stage deciding how their product or service offering will attract customers to ensure they don’t risk wasting time, resources and money on a product or service which is offered elsewhere in the market at a cheaper price or better quality.
· The same applies to established businesses who must ensure that their product or service range is reviewed regularly to keep up to date with product or industry advancements, for example, Apple will bring out a new and improved version of their iPhone every 1-2 years. 
· This will help ensure a business to maintain its competitive advantage.
15 of 23 – Knowing what your competitors are doing
Knowing what your competitors are doing will help ensure that a business stays ahead of competitors and maintains its competitive advantage.
To do this, you could
· Carry out research into other businesses
· Talk to your and their customers
· Attend networking events and speak to the employee or business owners themselves
Another way you could analyse your competitors is by undertaking a SWOT analysis on them. 
SWOT stands for Strengths, Weaknesses, Opportunities and Threats
Being able to identify the strengths and weaknesses of your competitors can help a business identify what it can offer to the market which is different from their competitors, known as its unique selling point, and therefore help to gain competitive advantage. Opportunities and Threats can help identify what external factors could impact a competitor.
[bookmark: _GoBack]16 of 23 - SWOT Analysis
Have a read of this SWOT analysis of McDonalds: https://www.marketing91.com/swot-mcdonalds/ 
· From the SWOT analysis on McDonalds, we can see that one of the weaknesses identified include the quality and taste of products. They also face an external threat of more health-conscious consumers.
· A business owner of a competitor of McDonald's could use this information to pride itself on providing good quality food and healthier options to entice customers to eat in their restaurant rather than McDonalds.
17 of 23 – Question 1
Read the following statement and decide whether it is true or false.
Stakeholders can be defined as people, organisations, interest groups or other bodies who have an interest in what the organisation does and how it performs. 
The correct answer is true. Stakeholders can be defined as people, organisations, interest groups or other bodies who have an interest in what the organisation does and how it performs.

18 of 23 – Question 2
Read the following statement and decide whether it is true or false.
Organisations do not need to be aware of who their main stakeholders are.
The correct answer is false. Organisations need to be aware of who their main stakeholders are, what their interests are in the business and the level of influence they have. 
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Considering what you have just learned about stakeholders, write out these internal or external stakeholders into the correct box, in the table below:
Which of the following are internal or external stakeholders?
· Banks
· Suppliers
· Staff
· HR Department
· Government
· General Public
· Employees
· Shareholders

	External
	Internal

	
	

	
	

	
	

	
	



The correct answers are: 
External
Suppliers​
Government ​
Banks​
General public​
Internal​
Employees​
Shareholders​
Staff​
HR Department



20 of 23 – Question 4
Read the following statement and decide whether it is true or false.
We can meet all stakeholders objectives all the time.
The correct answer is false. There are too many different objectives for them all to be fulfilled and sometimes they have conflicting interests.
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Pick the correct answer from the list below. 
SWOT stands for: 
· Strengths, Weaknesses, Opportunities and Threats 
· Strengths, Workforce, Opportunities and Threats 
· Strengths, Weaknesses, Options and Threats
· Strengths, Workforce, Options and Threats
The correct answer is Strengths, Weaknesses, Opportunities and Threats.
22 of 23 – Question 6
Considering what you have learnt about competitors, please fill in the blanks in the text below, with the following words and phrases: Strengths, Identify, Different, Advantage, Unique, Selling, Threats and Weaknesses.
Being able to identify the BLANK and weaknesses of your competitors can help a business BLANK what it can offer to the market, which is BLANK from their competitors, known as its BLANK BLANK point, and therefore help to gain competitive advantage. Opportunities and BLANK can help identify what external factors could impact a competitor.
The correct answer is:
Being able to identify the strengths and weaknesses of your competitors can help a business identify what it can offer to the market, which is different from their competitors, known as its unique selling point, and therefore help to gain competitive advantage. Opportunities and Threats can help identify what external factors could impact a competitor.
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Well done. You have completed this session on Stakeholders.
In this session, we have covered: 
· Stakeholders
· Internal
· External
· Competitors as stakeholders
If you have any questions about the topics covered, please make a note and discuss these further with your tutor.
