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THEORETICAL AND PRACTICAL PROBLEMS
OF ENTERPRISE MANAGEMENT BASED ON RECONCILIATION  

OF STAKEHOLDER INTERESTS 

Purpose. To develop concept for agreement of enterprise stakeholder interest and to analyze the possibilities of us-
ing such concept in enterprise management. 

Methodology. Comparison, analysis and synthesis methods were applied in the research. In order to develop con-
cept of reconciliation of stakeholder interests method of generalization was applied. 

Findings. As the result of literature of review in the article basic theories that can be applied for development of 
company management system were analyzed. In particular, the possibilities of application of agency theory, transaction 
cost theory and stakeholder theory for the development of company management system were analyzed in the article. 
Basing on pros and cons analysis of mentioned theories it was identified that application of agency theory and transac-
tion theory is not effective for management system development due to the inability to provide the participation of all 
social and economic actors in decision-making process. Therefore basing on literature review the author proposed theo-
retical principles of Ukrainian company management based on the agreement of stakeholder interests. 

Originality. The main result of the paper is combining of theoretical principles of Ukrainian company management 
based on the agreement of stakeholder interests into a concept. The developed concept forms the theoretical basis for 
important stakeholder selection, analysis of their interests, and application of methods directed at agreement of stake-
holder interests and making managerial decisions considering stakeholder interests. The application of such concept in 
company management will contribute to company stakeholders’ interests reconciliation which will result into the de-
crease of company transaction costs, better access to the resources of contra agents and the improvement of company’s 
social responsibility.  

Practical value. The results of the research can be used for the development of company management system 
based on the reconciliation of the stakeholder interests.  

Keywords: stakeholder theory, transaction cost theory, agency theory, concept for reconciliation of enterprise 
stakeholder interests 

An introduction, indicating article’s scientific 
problem.†† Development of effective enterprise man-
agement system is amid the key factors of general com-
pany effectiveness. Accomplishment of such task is de-
fined by choice of management theory used as a basis 
for management system of the enterprise. Chosen man-
agement theory defines the approaches to building en-
terprise organizational structure, enterprise planning 
system, staff motivation system and indicator regulation 
approaches which will be used in company management 
in future.  

An analysis of the recent research and publica-
tions. Before the eighties of the 20th century the domi-
nant management theories in enterprise management 
were transaction cost theory and agency theory. 

Transaction cost theory was developed in 70th of the 
20th century by O. Williamson and since that time it was 

                                          
© . ., 2013 

used in company management. O. Williamson underlined 
that the key principles of the theory are following: 
− Opportunism. The consequence of opportunism is 

the desire of company contra agents and employees to act 
in their own interests. 
− Information asymmetry. Company manager has to 

spent money on searching necessary information and on 
overcoming opportunism of company employees and en-
terprise contra agents. 

The other theory used as basis for the development of 
company management system was agency theory. The 
initial principles of agency theory were developed by 
M. Jensen and W. Meckling. The main idea of agency 
theory is to solve problems which appear in relations be-
tween company managers and owners. Most of the pre-
sumptions and developments of transaction cost theory 
were implemented into agency theory. M. Jensen and 
W. Meckling underlined that the basic goal of agency 
theory is to maximize shareholders’ wealth. 
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Agency theory is based on the presumptions which 
could be considered as its advantage. K. Eisenhardt de-
termines the following principles of agency theory: 
− Opportunistic behavior of company managers and 

employees causing the conflict of interests. 
− Limited rationality of company managers deter-

mined by their personal goals. 
− Information asymmetry. 
− Considering information as a commodity. 
− Losses of company managers should be higher 

compared to the gains from opportunistic behavior. 
The research conducted in [1; 2] showed that building 

of management system based on principles of agency 
theory can lead to the following problems: 
− The presumptions of agency theory could be con-

sidered as its advantage while the instruments developed 
in the framework of such theory are insufficient for ac-
complishment of its goals. K. Eisenhardt stated that ex-
ternal directors in company director board could become 
well acquainted with other members of the company 
soon. As the result of considering themselves a part of 
the company the external directors will stop controlling 
organizational management which is their main function. 
− Some scientists consider agency theory to be self-

fulfilling [1]. Management studies in the most of Western 
business schools are based on the principles of agency 
theory. As the result the students are taught about oppor-
tunism and potential dishonesty of managers and em-
ployees. Therefore while being involved in practical ac-
tivity former students use “hard” principles of agency 
theory. 
− Being able to reconcile interests of the two 

strongest stakeholders (owner and manager) the agency 
theory is unable to consider interests of other stakehold-
ers such as employees, customers, suppliers etc. Thus 
application of such theory does not lead to seeking a 
broad compromise between all influential stakeholders. 
And those stakeholders whose interests are not consi-
dered do not contribute to increase of value in company 
value chain. 

In order to overcome presented disadvantages of 
agency theory in the eightieth of the 20th century it was 
supplemented by stakeholder theory which is based on 
the principles of socially responsible management. Ac-
cording to [2] stakeholders could be defined as social and 
economic actors who might influence the company activ-
ity. Company stakeholders could be owners, customers, 
employees, governmental and non-governmental organi-
zations etc. Stakeholder theory was developed by a sig-
nificant number of scientists. R. Freeman, T. Donaldson, 
L. Preston, R.K. Mitchell, B.R. Agle, D.J. Wood, 
A. Keay are among those who developed stakeholder 
theory. 

Unsolved aspects of the problem. At the moment 
stakeholder theory is a set of descriptive and normative 
ideas that are not combined into a single system [2]. Thus 
criticism of stakeholder theory is mostly related to the 
lack of the coherent concept of stakeholders’ interest 

agreement, as well as methodological and methodical in-
struments of reaching the company stakeholders balance. 
The development of methodological and methodical 
principles of instrumental aspect of stakeholder theory 
should be tailored to countries where the designed tools 
are going to be applied. The principles of reconciliation 
of stakeholder interests for Ukrainian enterprises has not 
been developed yet. Thus such problems need additional 
research. 

Objectives of the article. The goal of the article is to 
develop theoretical principles of building company man-
agement system basing on reconciliation of stakeholder 
interests. The goal will be achieved through the devel-
opment of the concept for reconciliation of company 
stakeholder interests. 

Presentation of the main research and explanation 
of scientific results. The necessity to consider stake-
holder interests while forming management system of 
Ukrainian enterprises is supported by the statistics pre-
sented on fig. 1. 

Fig. 1. Percentage of enterprises approving the necessity 
of stakeholder interests consideration, [3] 

The research of scientific literature [2] shows that the 
company relations with its stakeholders should be identi-
fied prior to consideration in organizational management 
system. Thus the concept of stakeholders’ interest agree-
ment should include analysis of current state of company 
relations with its stakeholders, consideration of stakehold-
ers’ interests in company management system and deci-
sion-making based on the agreement of stakeholders’ in-
terests. Thus the proposed concept of stakeholders’ inter-
ests agreement includes the following components (fig. 2):  
− Component for analysis and selection of enter-

prise stakeholders. 
− Component for application of method for agree-

ment of stakeholders’ interests. 
− Component for taking into account of stakehold-

ers’ interests in enterprise decision making process. 
The argumentation for necessity of inclusion of the 

listed components into the concept (fig. 2) is presented 
below. 
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Analysis of importance, interests and mechanisms of company interaction with its 
stakeholders 
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Fig. 2. Concept of agreement of stakeholders’ interests 

The component of selection and analysis of enterprise 
stakeholders includes the following elements (fig. 1, first 
component of the concept): 
− Classification of enterprise’s stakeholders. The 

detailed theoretical classification of stakeholders per-
mits to get better understanding of sense and type of in-
teraction of the company with different social and eco-
nomic actors. In practice the company can classify its 
stakeholders by their influence on different aspects of 
company activity. 
− Analysis of factors that define company interac-

tion with stakeholders. This element anticipates identifi-

cation of peculiarities of internal and external environ-
ment that define company relations with its stakeholders. 
We should highlight that depending on the market in 
which the company operates and stages of company val-
ue chain, factors that define company interaction with its 
stakeholder can vary significantly. 
− Analysis of sources of stakeholder influence on 

company activity. This element of the concept is directed 
at identification of reasons for stakeholder influence on 
company activity. R.K. Mitchell, B.R. Agle, D.J. Wood 
identify the following reasons for stakeholder influence 
on company activity: power, legitimacy and urgency. 
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However, this list can vary depending on the country, 
market and product value chain. 
− Analysis of mechanisms of company-

stakeholders’ interaction. This element includes research 
of types of interactions between company and its stake-
holders, identification of aspects of company activity that 
might be influenced by stakeholders. The results of re-
search of ‘company – stakeholder’ interactions are pre-
sented in [4]. 
− Estimation of strength of stakeholder influence on 

company activity permits to create the database for ap-
plication of methods for reconciliation of stakeholders’ 
interests and/or identify conditions for making manageri-
al decisions considering stakeholder interests. 
− Identification of interests of influential enterprise 

stakeholders allows creating analytical base for the devel-
opment of methods for stakeholder interest reconciliation. 

The results of enterprise stakeholder analysis can be 
used as analytical base for the component for application 
of methods for agreement of stakeholders’ interests and 
for the component for enterprise decision making taking 
into account stakeholders’ interests. 

Component for application of methods for agreement 
of stakeholders’ interests is directed at appropriate selec-
tion and application of the methods for stakeholders’ in-
terests reconciliation presented on fig. 2 (second compo-
nent of the concept). 

Choice of methods for reconciliation of enterprise 
stakeholders’ interests depends on the prior selection of 
influential social and economic actors, sources of stake-
holder influence on company activity, mechanisms of 
’enterprise-stakeholder’ interaction and strength of influ-
ence of a specific stakeholder on the company activity. 

In addition the choice of method is defined by pecu-
liarities of national legislation, type of the market, type of 
organizational structure, type of ownership and financial 
potential of organization. 

Methods for reconciliation of enterprise stakeholders’ 
interests can be organizational, communicational and in-
formation-analytical. Consideration of stakeholder inter-
ests in company activity could be accomplished through 
the improvement of enterprise organizational structure 
(organizational methods), e.g. the representatives of 
stakeholders can be included into director board of the 
enterprise or the position of the analyst responsible for 
monitoring of stakeholder interests can be implemented 
into enterprise organizational structure. The other set of 
methods (communicational methods) for stakeholders’ 
interests reconciliation is directed at conducting negotia-
tions with company stakeholders (bilateral or multilater-
al). The last but not the least set of methods (information-
analytical methods) is directed at implementation of 
measures representing interests of stakeholders into en-
terprise performance measurement or/and planning sys-
tems [5].  

We should highlight that the results of application of 
methods for stakeholders’ interests reconciliation can 
influence the first component of the concept (fig. 2). As 
the result of application of method for stakeholders’ in-
terest reconciliation the mechanisms of enterprise-

stakeholders’ interaction might change. In addition the 
results of application of methods for stakeholders’ inter-
ests reconciliation can be used in enterprise decision-
making considering interests of stakeholders (fig. 2, 
component three of the concept). Problems of develop-
ment of methods for stakeholder interest reconciliation 
are presented in [6]. 

Component of decision making considering stake-
holders’ interests is directed at improvement of stages of 
decision-making process by implementation of interests 
of such social and economical actors into managerial de-
cision alternatives. The application of such component 
could be either based on component 1 and component 2 
of the concept (fig. 2) or be applied as the reaction on 
some specific situation. If the decision is synoptical then 
the stages 1–3 of the decision-making process (fig. 2, 
component 3) are developed in previous components of 
the concept. If the decisions are sporadical the alterna-
tives are developed basing on the analysis of current in-
formation. The choice of alternatives in this case is based 
on consideration of interests of stakeholders with the 
strongest influence. 

Research conclusions and recommendations for 
further research in this area. Application of the con-
cept for reconciliation of stakeholders’ interests will 
permit to develop company management system based 
on compromise of broad variety of social and economical 
actors. The latter will contribute to the increase of com-
pany effectiveness, better access to recourses and the de-
crease of company transaction costs. The future research 
of instrumental aspect of company stakeholder theory 
could be directed at the development of instruments that 
permit to consider stakeholder interests in company deci-
sion-making process. 
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