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Managing the relationships of a corporation with relevant constituencies in
industry, political, social, economic and legal environment

Roots of the concept go back to the 1950s:

“Customers, employees, the community, and stockholders are the four
parties to any business. (...) If the other three parties are properly taken ca
of, the stockholder will benefit in the long pull”

General Robert E. Wood, 1950, then CEO of Sears

Stakeholders contribute to the wealth-creating capacity of a corporation an
are, therefore, its potential beneficiaries and/or risk bearers
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Stakeholder identification criteria:
They supply resources that are vital to corporate success
They place something of value “at risk”
They wield sufficient power to influence corporate performance

Primary stakeholders:
Shareholders, employees, clients and suppliers

Secondary shareholders:
Consumer organizations, government entities, the media etc.
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As from the 1990s: Increasing relevance of the concept in insurance:

Deregulation of terms and conditions
Liberalization of market access

Privatization of state-owned insurers
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More recent drivers of stakeholder management in insurance:

More volatile financial markets
Surging insured catastrophe losses
Liability claims inflation

Regulatory reforms and investigative pressures
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Our main proposition:

The ability of a corporation to establish favourable
Interactions with a multitude of stakeholders is a
necessary condition for the maximization of
shareholder value.
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Strategic positioning of the firm
Long-term fundamentals of the business environment

Corporate reputation
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The first comprehensive corporate performance measurement approach:

Financial performance
Customer’s perspective
Internal perspective

Learning perspective
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Effective stakeholder management can help
Insurers ,endogenize” factors which used to
be regarded as exogeneous.
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Proposition:

The quality and effectiveness of stakeholder relations
management determines an organization’s capability to
generate sustainable organizational wealth.

We define “organizational wealth” as
The market value of physical and financial assets plus
The value of individually separable intangible assets plus

The value of “relational” assets
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The capabillity of a firm to create and sustain organizational wealth depend
on the competitive effectiveness of its value chain which, in turn, is
determined by the firm’s relationships with clients, shareholders, employee
and other stakeholders

This can be conceptualized by Michael Porter’'s concept of competitive
advantage:

Cost leadership or

Differentiation
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Stakeholder management can support
both competitive strategies
(differentiation and cost leadership)
by “lubricating” the value chain!
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Cost leadership
Controlling cost drivers

Reconfiguring the value chain

Differentiation
Supplier linkages
Channel linkages

Institutional factors
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In order to maximize the benefits from stakeholder management an
integrated stakeholder communication approach should be adopted by the
insurance industry

A balanced messaging is needed which reflects the complexity and
dynamics of the insurance industry’s business environment as well as the
expectations of its stakeholders
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Benefits from aligning strategy development and stakeholder management

Influencing key parameters of corporate strategizing
Resource base
Industry structure
Socio-political environment

Enhancing strategy development by an “outside-in perspective”
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Stakeholder management in insurance has rapidly gained in importance dt
to fundamental changes to the sector’s business environment

Effective stakeholder management can enhance corporate value drivers

There is a strong case for integrated messaging and a close alignment
between stakeholder management and strategic planning
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the next Re generation

Thank you for your attention!



