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Sustainable organizations are those that positively impact all stakeholder groups. Richard
Freeman formalized the notion of stakeholders in 1984 in an attempt to extend the bounds
of responsibility that firms had to society, defining stakeholders as “any group or individual
who can affect or is affected by the achievement of the firm’s objectives”. Through this
framework, Freeman was able to propose a better perspective of firms and their
relationships with various stakeholders.
However, it is not always obvious how organizations can impact all stakeholders positively
or how they can maximize this impact. In fact, it is not uncommon for organizations to
antagonize certain stakeholder groups while completely ignoring others. Organizations can
become sustainable only by engaging with their stakeholders to understand and respond
to their needs.
Stakeholder distinctions
Perhaps the most significant barrier that hinders stakeholder engagement is the varying
degrees of importance that organizations pay to different stakeholder groups. One of the
most notable distinctions is that of a primary stakeholder versus a secondary stakeholder.
Namely, primary stakeholders are those who are directly tied to an organization through
financial transactions. These include shareholders, managers, employees, customers, and
suppliers. Secondary stakeholders, on the other hand, include those who are indirectly
impacted by an organization or who indirectly impact an organization. These include the
environment, society at large, and the communities connected to primary stakeholders.
The current prioritization of stakeholder groups is further tiered than the traditional twogroup characterization implies. As depicted in Figure 1, most organizations prioritize
primary stakeholders over secondary stakeholders, but they make further distinctions
within each category.
A firm’s first charge to engage stakeholders is to abolish the mental framework depicted in
Figure 1 and instead, to prioritize all stakeholders equally. Moreover, there should not be a
distinction between primary stakeholders and secondary stakeholders, or between
stakeholders within each grouping. Despite not sharing direct financial ties, secondary
stakeholders have the same stake in an organization, as do primary stakeholders. By
making all stakeholders equitable, a firm’s financial objectives will not be achieved at the
expense of a firm’s social and environmental objectives.
Rana Plaza disaster
The first step to equally prioritizing all stakeholder groups is for firms to identify who their
stakeholders are. On April 24, 2013, an eight-story commercial building, Rana Plaza,
collapsed in Dhaka, Bangladesh, killing 1,129 people. It was the deadliest accident in the
history of the garment sector. The building, which had been purpose-built for shops and
offices, was not designed for the rigors of the many factories it housed. A news story
featured the day before the accident revealed cracks in the building, causing a buildingwide evacuation. However, employees were informed that the building was safe and that it
was all right to return the following day. Some employees were even threatened with the
loss of a month’s pay if they did not come to work. On the day of the collapse, there was a
power outage. Diesel generators that were started on the top floor to provide electricity are
cited as the probable source of the collapse.
The garment factories in Rana Plaza produced apparel for many famous brands including
Walmart, Mango, United Colors of Benetton, Bonmarché, The Children’s Place, Joe Fresh,
Matalan, El Corte Inglés, Monsoon Accessorize, and Primark. Most, if not all, had never
heard of Rana Plaza until April 24, 2013. The larger the organization, the more difficult it is
to identify every stakeholder. But it is imperative that this is done.
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Engaging stakeholders
After identifying stakeholder groups, the second important task is to give them a voice.
Bureaucratic structures often hinder stakeholder dialogues, as many levels are created
between producers and the companies who sell their products. While corporate social
responsibility (CSR) reports are aimed at tracking key performance indicators (KPIs), they
are a one-way street. If the apparel brands had known about Rana Plaza, would they have
been able to engage with producers? This is therefore a second challenge that needs to
be address, as a meaningful dialogue implies a two-way system of communication. Firms
should therefore strive to understand who their stakeholders are but then engage with
them to understand their precise needs.

Figure 1 Traditional Characterization of Stakeholder Groups
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Related Programs

ORCHESTRATING WINNING PERFORMANCE - http://www.imd.org/owp
The global business program for individuals and teams
Program Directors Michael Wade and Dominique Turpin
•

Get exposed to the latest management thinking and to practical and innovative solutions for
your business

•

Anticipate global business trends

•

Boost your performance, broaden your perspectives and expand your global network

•

Design the program that suits you and your team

•

Become a complete executive through activities that develop your mental, physical, and
emotional health

SUSTAINABILITY LEADERSHIP IN ACTION - http://www.imd.org/sla
Integrating sustainability at the heart of your business strategy
Program Director Francisco Szekely
•

Gain a clear understanding of which sustainability issues are relevant and a priority for your
business

•

Develop and implement new sustainable business models

•

Improve your ability to successfully lead change

•

Acquire sustainability concepts and methodologies to create and measure sustainable
performance

•

Learn how to successfully engage with different stakeholders
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