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1.0 Introduction
An enterprise is a complex adaptive social system that should maximize stakeholder,
not shareholder, value - value to employees, customers, shareholders and others. We
expand upon Russell Ackoff's direction to distribute value among stakeholders, to
propose a schema of rules that guide the interactions among autonomous agents in the
transactional environment of an enterprise. We define an enterprise as an organization
and its transactional environment interacting with and adapting to each other. Enterprise
behavior can only be understood in the context of this transactional environment where
everything depends on everything else and interactions cannot be controlled, but can be
influenced if they are guided by an understanding of the internal rules of the
autonomous agents. The schema has four complementary rules (control, autonomy,
return and value) derived from the work of Russell Ackoff and Michael Porter. The
basic rules are applied in combination to eight stakeholder types derived from Richard
Hopeman and Raymond McLeod (Leaders, Competitors, Customers, Public, Workers,
Collaborators, Suppliers and Regulators). An enterprise can use this schema and rules
in a process of stakeholder analysis to develop and continually refine strategies to
encourage behaviors that benefit the enterprise and discourage behaviors that harm the
enterprise. These strategies are implemented in a relationship management program in
support of enterprise strategic management to consciously and explicitly shape the
environment to reduce risks and increase opportunities for success.
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2.0. Stakeholder Analysis To Shape the Enterprise
The stakeholder analysis process creates the basis for the essential understanding
necessary to influence the transactional environment of an enterprise:
• Allows an enterprise to shape its environment through interactive planning.
"Interactive planning is directed at gaining control of the future. It is based on the
belief that an organization's future depends at least as much on what it does
between now and then as on what is done to it." [Ackoff, 1999]
• Enables conscious and rational relationship management of key stakeholders
because the enterprise can understand why different stakeholder types behave
differently from one another and why they behave the way they do.
• Enables tailoring strategies for key stakeholders to take greater advantage of
opportunities and avoid or mitigate unwanted risks when they become apparent.
• Enables enterprise change management to be aligned with changes in the
environment.
• Enables continual improvement and adaptation to change.
2.1. Definition of Enterprise
•

An enterprise is a complex adaptive social system [Plsek et al, 1997] comprised of
an organization [Ackoff, 1999] of people, processes and technology interacting
with its transactional environment [Gharajedaghi, 1999] and adapting to rules of a
schema [Holland, 1995].
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Figure 1. The organization in the transactional environment.

As a complex adaptive social system, an enterprise includes people with freedom to act
in not always predictable ways. Their actions are interconnected in such a way that they
change the context for all. Adaptation occurs as they adjust to change.
An organization is a purposeful system that contains at least two purposeful elements
that have a common purpose relative to which the system has a functional division of
labor; its functionally distinct subsets can respond to each other's behavior through
observation or communication; and at least one subset has a system-control function
[Ackoff, 1999].
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The system-control function is of particular interest in stakeholder analysis. "This
subset (or subsystem) compares achieved outcomes with desired outcomes and makes
adjustments in the behavior of the systems which are directed toward reducing the
observed deficiencies. It also determines what the desired outcomes are. The control
function is normally exercised by an executive body which operates on a feed-back
principle. 'Control' requires elucidation.
An element or a system controls another element or system (or itself) if its behavior is
either necessary or sufficient for subsequent behavior of the other element or systems
(or itself), and the subsequent behavior is necessary or sufficient for the attainment of
one or more of it goals." [Ackoff, 1999] In traditional systems engineering the systemcontrol function is essentially the hierarchical control of an executive authority. In a
complex adaptive social system, leaders still have a tendency to seek control, but the
control function is distributed among the stakeholders. Additionally, stakeholder
transactions are motivated by more than control.
2.2. Transactional Environment
The transactional environment is made up of all parties to the transfer of information,
goods, services or funds within the enterprise.
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Figure 2. Organization and transactional environment with eight stakeholder types.

The transactional environment has eight stakeholder types, either organizations or
individuals who affect and are influenced by the enterprise. Raymond McLeod
[McLeod, 1994] built on work of John Hopeman [Hopeman, 1969] to develop the
following stakeholder types: Customers, Suppliers, Stockholders or Owners, Labor
Unions, Government, Financial Community, Local Community, Competitors.
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2.3. Adapting to Rules of a Schema
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Figure 3. Schema of four rules for stakeholders.

We revised the McLeod list of stakeholder types to fit the enterprise environment and
compared them to the value chain of Michael Porter [Porter, 1985] as shown in Figure
3. From this we inferred that there are basic rules governing the behavior of these eight
types of stakeholders. Porter's ideas of margin and value fit neatly on the horizontal axis
of the schema but he did not explicitly define the vertical integration dimension. So we
compared the vertical dimension to Ackoff's definition of an organization and inferred
that leaders must be most strongly motivated by the system-control function; a desire to
control the enterprise's destiny and create its future as well as generate wealth. We
inferred then that workers must desire to remain autonomous or uncontrolled to the
extent possible while gaining wages for work.
We determined that the schema for stakeholders has four complementary types of rules:
• Seeking control – Above center
• Seeking autonomy – below center
• Seeking return – left of center
• Seeking value – right of center
This schema can be used to establish a set of rules for each stakeholder type.

2.4. Key Enterprise Principles: Openness and Purposefulness
Before we develop the rules for each stakeholder type further, we want to reinforce the
need to understand the transactional environment in order to shape the enterprise, by
discussing two key principles of enterprises as systems. The enterprise is an open

5

Stakeholder Analysis To Shape the Enterprise

system with an organization at the center interacting with its transactional environment
made up of all parties to the transfer of information, goods, services or funds within the
enterprise.
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Figure 4. Circles of enterprise control, influence and appreciation.

The first principle we would like to emphasize is openness. As an open system, an
enterprise can only be understood in the context of its environment [Gharajedaghi,
1999]. Everything depends on everything else. There are people in the organization
who can be controlled and all people and organizations in the transactional environment
that cannot be controlled. The enterprise can only be understood in the context of an
organization and its transactional environment. Leadership must influence and
appreciate the environment while guiding the organization by its internal "code of
conduct" (system-control function).
The second principle is purposefulness. The organization of the enterprise is a
purposeful system. The stakeholders are purposeful systems. An enterprise needs to
understand why stakeholders do what they do before it can influence them.
Understanding is different from information and knowledge [Gharajedaghi, 1999].
Understanding answers why stakeholders do what they do. Knowledge answers how
stakeholders behave. Information answers what can be observed about that behavior.
The schema for stakeholder analysis helps understand stakeholder types and their rules
of behavior.
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2.7. Schema for Stakeholder Analysis
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Figure 5. Eight stakeholder types arrayed in the environment.

The rules of the schema outlined in Section 2.3 can now be expanded as follows:
• Control - The system-control function identified by Ackoff that is necessary and
sufficient for subsequent behavior of the enterprise or its members.
• Autonomy - Freedom to act in ways that are not always predictable.
• Return - Return on investment or margin, the remainder of selling price less
production costs.
• Value - Fitness for the intended purpose that is greater than the price of
acquisition.
From this schema we infer rules for each of the eight stakeholder types:
•

Leaders (McLeod's Stockholders or Owners) seek maximum control to realize
their vision for the enterprise whether fame, fortune, service, etc. If enlightened,
they are concerned with balancing all other forces for the good of the enterprise
and its stakeholders.

•

Competitors (McLeod's Competitors) seek maximum control of and value from
the enterprise by appropriating the organizations market, customers, employees and
proprietary secrets for their own gain.

•

Customers (McLeod's Customers) seek maximum value from purchasing products
or services with the greatest usefulness at the lowest prices.

•

Public (McLeod's Local Community) seek maximum value and autonomy from the
enterprise to share in a better quality of life with little or no cost.
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•

Workers (McLeod's Labor Unions) seek maximum autonomy from the control of
the enterprise to pursue their own goals as well as the goals of the enterprise.

•

Collaborators (McLeod's Financial Community) seek maximum return in
common interests while remaining autonomous from the enterprise to form
alliances with other enterprises.

•

Suppliers (McLeod's Suppliers) seek maximum return for their products or
services.

•

Regulators (McLeod's Government) seek maximum control to gain compliance
with laws or policies while seeking return through levying taxes and/or fines. This
applies to government organizations but also to non-government organizations with
policy and standards authority such as industry and trade associations.

These rules demonstrate that each stakeholder type operates with a different rule. Left
unchecked, the stresses the eight stakeholder types exert on an enterprise can pull it
apart. If an enterprise serves the interests of only one stakeholder, no matter whom, it
can be disastrous. For example, if customers' expectations are not managed, they will
soon expect more than can be delivered. The key to success in shaping the enterprise is
to balance the interests of all the stakeholders through win/win strategies that are
complementary.
3.0. Effect of Complexity on Stakeholder Rules
A complex adaptive system evolves through the processes of presenting a variety of
strategies to the enterprise, shaping the interactions of the stakeholders presenting those
strategies and allowing market forces to select out the winning ones that best fit the
goals of the enterprise as a whole. [Axelrod, 2000]. In that light, the array of
stakeholder types in Figure 5 ought not to be interpreted as opposing forces, but rather
as complementary axes. [DeRosa and McCaughin, 2006].
When suppliers present a variety of innovative solutions to the enterprise, the customers
have the potential of gaining improved effectiveness. The interactions of the customers
and suppliers create the nonlinear dynamics through which both increased return and
increased value can be achieved. Suppliers and their adjacent stakeholders create
variety. Leaders, workers and their adjacent stakeholders shape the environment, and
customers and their adjacent stakeholders create the market forces to select out the
winning strategies. As illustrated in Figure 6, for a complex adaptive system the
stakeholders' behaviors can be complementary rather than opposing, and their
nonlinear, dynamic interactions can achieve their individual goals as well as the
enterprise goals. Shaping the environment to promote the desired enterprise outcomes
is the challenge of enlightened engineering and management of enterprises.
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Figure 6. The complementary space of nonlinear, dynamic stakeholder interaction.
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