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In modern conditions of high uncertainty of the external environment, companies face the task of having to
develop different behavioral strategies for different market segments. The efficiency of the company’s performance
in these conditions is largely determined by its effective interaction with stakeholders. In this connection, the tools
for identifying the stakeholders play a major role in implementing projects. The organization of the company must
be taken into account while developing a strategy and selecting ways of interacting with the stakeholders. Modern
companies are becoming more project-oriented, so the problem of managing a project portfolio gains importance; a
portfolio should ensure that the goals of the company are achieved throughout the implementation of the strategy
in the selected strategic business areas. This paper proposes an approach to coordinating stakeholder interests while
managing the company’s portfolio. It is demonstrated that in the modern conditions, the successful implementation
of projects is largely determined by the effective interaction with the stakeholders of the company. Using strategic
business areas is offered as an economic tool for identifying and classifying stakeholders. The concept of strategic
business areas (SBAs) has been clarified in the paper. The projects adopted by the companies while implemented
the selected strategies can serve as a tool for coordinating the interests of stakeholders in each of the SBAs.
Including social investment projects into the portfolio as substantiated by the authors as one of the tools for
coordinating stakeholders’ interests within the SBA.

STAKEHOLDERS; STRATEGIC AREAS OF MANAGEMENT,; DESIGN-ORIENTED COMPANY; PROJECT;
SOCIAL INVESTMENT; COORDINATION OF INTERESTS.

B coBpeMeHHBIX yCIOBUSIX BHICOKOI HEOMpeneIeHHOCTH BHEIIHeH cpefibl Tiepea KOMITaHUSIMM BCTajla 3a1a-
Yya HEOOXOMMMOCTHU pa3pabOTKM Pas3IMYHBIX CTPATETHil TTOBENCHUS ISl OTACIBHBIX CETMEHTOB pbIHKA. Pe3ynb-
TaTUBHOCTD JICSITEJIbHOCTU KOMITAHWM B 3TUX YCJIOBUSIX BO MHOTOM ofpeneisieTcsl ee 3(pOeKTUBHBIM B3aMMO-
JENCTBUEM CO CTeHMKxoaJaepaMu. B CBSI3M C 3TUM WMHCTPYMEHTHI BBISIBICHUSI CTEHKXOJIAEPOB UIPAIOT OJHY U3
BaXXKHBIX POJIe B Mpoliecce peaau3alluy IpoekToB. Pa3pabarbiBasi cTpaTeruio U BbIOMpasi CIIOCOObI B3aMMOIEH -
CTBUSI KOMITAHMM C 3aWHTEPECOBAHHBIMM CTOPOHAMU HEOOXOIMMO YYMTHIBATh OPTraHU3AIUIO0 AESITEIbHOCTH
koMnaHuu. CoBpeMeHHbIe KOMITAHWM CTAHOBSTCS Bce 00Jiee MPOEKTHO-OPUEHTUPOBAHHBIMU, TTO3TOMY JIJISI HUX
BaXXHOI CTAaHOBUTCS 33Jaya yrpaBjieHus nopTdeneM MpoeKTOB, 00eCneurBaoIMM JOCTUKEHUE TOCTaBIEHHbIX
LeJiell KOMNaHWY MpU pean3allii CTpaTeruy B BHIOPAHHBIX CTpaTerMYecKMX 30HAX XO3siCTBOBaHUS. B craThe
TPEIJIOKEH TTOIXOM K COTIACOBAaHWIO MHTEPECOB 3aMHTEPECOBAHHBIX CTOPOH TMPHU peau3anuu mopTdess mpo-
ekToB KoMnaHuu. [lokazaHo, 4To ycrielHas peaju3alusi IPOeKTOB B COBPEMEHHBIX YCJIOBUSIX BO MHOI'OM OII-
penensiercsi 3(PhEeKTUBHBIM B3aMMOJICHCTBUEM KOMIIAHUM CO CTeiikxojaepaMu. B KauecTBe IKOHOMUYECKOTO
MHCTPYMEHTA BBIAENCHUSI U KiacCU(UKALUKM CTEHKXOJAEPOB KOMITAHUM TPEIIOXKEHO HCIIOIb30BaHUE CTpaTe-
TMYECKMX 30H XO3SIMCTBOBaHMS. B cTaThe yTOYHEHO IOHSITHE CTpaTernyeckmx 30H xo3siictBoBaHus (C3X).
[TpoexTbl, MpMHUMaeMble K MCITOJHEHUI0O KOMIAHUSIMU MPU peain3aliud BbIOpaHHBIX CTpaTeruii, MOTYT BbI-
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CTyNnaTh MHCTPYMEHTOM COTIJIaCOBaHUsI MHTEPECOB CTeikxoyaepoB B Kaxmoi u3 C3X. B kauecTtBe ogHOro u3
WHCTPYMEHTOB COTJIACOBAaHMSI MHTEPECOB CTeiKxoumepoB B pamkax C3X mpu (opmupoBaHUM TOPTHEIST Tpo-
€KTOB aBTOPaMK OOOCHOBBIBAETCS BKIIOYEHUE B COCTAB MOPTOENs MPOEKTOB COUUANIBHOTO MHBECTUPOBAH M.

CTEUKXOJIAEPBI; CTPATETMYECKMWE 30HbI XO34MCTBOBAHUWA; TMPOEKTHO-OPUEHTHUPOBAHHAA
KOMITAHUSA; MPOEKT; COUUAJIbHBIE MHBECTULIMW; COTJTACOBAHUWUE MHTEPECOB.

Stakeholder theory is currently well-developed
and popular among researchers. The influence of
stakeholders on the activities of the company has
been discussed in a number of works, among
which are the works of Freeman [17], Donaldson
and Preston [18], as well as the work of Post,
Preston and Sachs [20] emphasizing the
importance of a long-term relationship between a
corporation and its stakeholders. The strategies of
controlling the interaction with stakeholders were
also investigated [21].

Noteworthy Russian studies include the
works by Ivashkovskaya, Popov, and others [3—
10, 12, 13, 15, 19]. The need to coordinate the
interests of stakeholders in the process of
strategic management of the company is due to
the fact that the efficiency of the company’s
performance is largely determined by the
combined effect from the influence of individual
stakeholder groups.

Another theory widely used in strategic
management of diversified companies is the theory
of strategic business areas (SBAs). We should
mention here the works of Ansoff, Gradov, and
others. In recent years, the corporate standard of
project management is regarded as organizing the
company’s strategy. Successfully solving business
problems in strategic business areas is determined,
in particular, by the interaction with the company’s
stakeholders. Consequently, there is a need to
create an economic tool for identifying and
classifying stakeholders. In our opinion, strategic
business areas are one of the most important tools,
allowing to coordinate the interests of stakeholders
through forming and managing a portfolio of
projects. In this connection, it is necessary to
analyze the stakeholders of projects taking into
account the specifics of SBAs.

Diversifying entrepreneurial activity, i.e.,
increasing the number of business areas, has
become an urgent problem as companies need to
promptly respond to the changes in the
environment due to the emergence of such factors
as a slowdown in economic growth, a sharp
reduction in the life cycles of technologies and
projects, the increasing influence of governments

and special interest groups on the economy,
increased competition, and others. In these
conditions, companies needed to move on to
decentralized management allowing a flexible and
rapid response to the changes in the external
environment. This led to the need to develop the
appropriate behavioral strategies for different market
segments, the need to identify strategic business
areas as a unit of strategic management. The
meaning of the concept of strategic business areas
(SBAs) in management terms is that it allows the
diversified companies to rationalize organizing
heterogeneous management areas, and reduce the
complexity of preparing the corporate strategy.

Igor Ansoff who originally authored this
concept [1] defines an SBA as ‘..a separate
segment of the environment, which the company
has entered or wants to enter’, pointing out that
‘...the SBA is characterized both by a certain type
of demand (needs) and by a specific technology’.
Later [2], Ansoff regards the SBA as a method of
segmenting the business environment, based on
allocating the areas in which the strengths and the
weaknesses of the company and the potential of
the SBA will be analyzed.

In general, there are several approaches to
identifying and defining the SBA concept. The
approach proposed by Ansoff et al. [1, 2] is based
on allocating a fixed number of real general
criteria characterizing the external environment
of the company (the demand for products
manufactured by a particular technology, or
having the same customers, or a common
geographical area, or partly coinciding competitors,
or relatively close strategic objectives, or the
possibility of unified strategic planning, or the
common key success factors, etc.). Identifying the
SBA by this principle does not clearly link it with
the strategy implemented by the company.

Another approach [14] defined the SBA as
an area of relative financial independence of the
company (including independence in decision-
making) having external competitors and operating
on a foreign market. The main difference is that
Han et al. propose to identify the SBA based on
the criteria directly controlled by the company
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(the given profit margin, the presence of its own
planning system, etc.), while Ansoff et al.
identify the SBA based on external factors not
depending directly on the company’s parameters,
such as the demand or a group of consumers.
The advantage of this approach is it is thus
possible to link the criteria for identifying the
SBA with the strategic goals of the company
(winning over the competition, receiving a
predetermined amount of profit).

The approach used by Gradov [16] regards
the SBA as part of the external environment
within which the potential magnitude of the effect
of preventing the insolvency (bankruptcy) of the
company is ensured in the long term to exceed
the costs related to adapting the company's
strategic potential to the variety of the demand for
goods and services that the SBA has to satisfy.

Using the advantages of each approach, let
us note that in the modern conditions, assessing
the influence of the external environment of the
company in terms of individual trends, threats,
as well as developing the company’s strategy is
not possible without taking into account interest
groups, i.e., stakeholders, whose interests are
directly connected to the activity of the company
in one of the SBA. Shareholders, employees
(including managers who are the decision
makers), investors providing financial resources,
the local community and non-profit organizations
are the company’s stakeholders.

Based on the above and taking into account
[15], let us define the company's strategic business
area as part of an external environment that:

1. forms the demand for goods and services
required for creating a particular structure of the
company’s strategic potential;

2. has boundaries allowing to maximize the
ratio between the effect of preventing bankruptcy
and the costs related to adapting the strategic
potential of the company to the demand for
goods and services that the SBA has to satisfy;

3. is characterized by the parameters of the
business climate enabling the company to
achieve its planned financial goals;

4. provides stable positive dynamics of the
cash flows arising in the course of its maintenance
by the company.

5. requires interaction with a specific group
of stakeholders whose interests in the SBA are
interconnected with the company’s interests.

By this definition, a strategic business area
can serve as a tool for identifying the stakeholders
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of the company and for coordinating their interests.

Let us examine the situation in more detail.

According to [17], the term ‘stakeholder’
implies a certain group of people or an individual
who affect the achievement of the company’s
goals, or depend on its activities. Since the
performance of the company is largely determined
by the combined effect of the influence of
individual stakeholder groups, it is necessary to
take their interests into account when developing
the strategy of the company in order to enhance
the positive effects and avoid the negative.

The process of the interaction between the
company and the stakeholders should be based
on completeness (the possibility of identifying
the entire spectrum of consequences for the
company), significance (the assessment of the
effect of the problems with the stakeholders on
the performance of the company), and the
ability of the stakeholders to respond to the
activities of the company (the possibility of the
stakeholders providing adequate feedback to the
company's activities). There are the following
groups of stakeholders of the company:

— internal (company owners and company
managers who are the decision makers, other
employees, trade unions);

— market (suppliers, customers, competitors);

— external (governments, financial structures,
special interest groups).

Ref. [19] highlights the following types of
stakeholders, using two parameters as criteria —
the threat potential and the co-operation
potential:

— Stakeholders who have a high potential for
threats and for co-operation, the interaction with
whom is extremely attractive to the corporation.

— Unsupportive stakeholders who have a high
potential for threats and low for co-operation,
the corporation needs to develop a protection
system against them.

— Supportive stakeholders approve
objectives and actions of the company.

— Secondary stakeholders who have a low
potential for threat and cooperation.

The relationship of the stakeholders with the
company is based on both the contract defining
their rights and responsibilities, and the direct
and implied obligations of the company. The
variety and contradiction of the interests of the
stakeholders of the company, a different
assessment of the tolerable risk and the desired
level of profitability stipulate the conditions for a

of the
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conflict of interest emerging. The conflict of
interest means the structural imbalances in the
distribution of economic effects between
stakeholders reducing the company's financial
stability and threatening the collapse of the
existing economic relations.

The conflict of interest arises from the
incompleteness of the list of stakeholders, the
lack of coordination of their interests, different
time horizons of planning, the desire of the
stakeholders to maximize the individual benefits
in a period. Therefore, the company’s task is to
identify the most influential, key groups of
stakeholders and further coordinate their interests.

For a diversified company a list of stakeholders
can be quite wide, and the interests conflicting
and connected in many respects with the specific
activities of the company, i.e., the specific
strategic business areas. Thus, each SBA can
have its own set of stakeholders.

The analysis of the stakeholders of a
diversified company should include identifying
and systematizing the key stakeholders and
identifying the SBA which is most closely
connected to their interests, assessing the goals
in each SBA, and developing the strategies of

interaction with the stakeholders in the process
of taking into account the specifics of a
particular strategic business area, and the goals
of corporate management.

Generally, the following groups of stakeholders
of a diversified company can be named (see Tab. 1):

Systematizing stakeholder groups in the SBA
allows to more fully take into account and
coordinate their interests by obtaining a more
complete list of stakeholders, building various
strategies of the interactions of the company and
the stakeholders in each SBA.

Involving stakeholders into the interaction
with the company requires additional resources,
the volume of which it is quite difficult to predict.
Within a certain period of time the economic
effect resulting from the interaction with the
stakeholders in the SBA must compensate for the
potential losses from the conflict of interest.
Managing the stakeholders in each SBA involves
negotiating, building relationships with the
stakeholders in view of their specific interests in
each management area, motivating their behavior
in order to ensure a positive balance of the net
financial flows of the SBA and achieve growth in
the value of the company as a whole.

Table 1

Groups of stakeholders of a diversified company

Attribute Company

SBA

Interests

company as a whole, including:

stakeholders, whose interests are
connected to the activities of the

stakeholders, whose interests are connected to the
activities of some SBA, including:

5 internal shareholders, upper management |employees, whose interests are connected to the
% 2 activities of some SBA

< 2 R .

2 gﬂ market suppliers and contractors, consumers in some SBA

<

n external creditors, government structures regional and municipal authorities, local communities

Degree of influence

(major creditors and shareholders)

stakeholders who can actively influence
the company’s strategic objectives

stakeholders who can intensively influence the
company’s strategic objectives in an individual SBA

Stakeholder groups

internal major shareholders, the company's | SBA management
management
market suppliers and contractors, competitors in the SBA
external major creditors, government | regional and municipal governments, special interest
structures groups

stakeholders who experience the greatest positive or
negative influence as a result of the company’s activities
in the SBA, including the recipients of positive or negative
externalities (product consumers, local communities)
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Table 2

Forming a profile of project characteristics or project program

Parameters Parameter options
Scope projects related to the | projects related directly to the | projects related directly
activities of the activity of the company in to the activity of the
company as a whole several SBAs company in an SBA
Independence separate project program

Set of tasks covered

reorganization (internal projects)

projects that meet specific business objectives
(external projects)

Obtained result

economic effect

commercial, aimed primarily at
obtaining a profit or some other

social investment projects implying receiving
the mandatory non-economic and economic
effects for the company

Source of financing net capital

debt capital

client’s funds | mixed funds

Conflict of stakeholder
interests

insignificant, interests can
be easily coordinated

significant, high costs of
coordinating the interests

it is impossible to coordinate
the interests

Number of key stakeholders options

depending on the specifics of the company

positive externalities,
mainly positive effect

Externalities, the presence of
stakeholders impacted through
the implementation of the project

negative externalities,
mainly negative effect

insignificant
externalities

oppositely
directed effects

Scale of the project

options for combining the value and the duration of the project for the company

Complexity of the project

options for combining industrial, technological, organizational, and other parameters

of the project

The condition for achieving a positive effect
of interacting with stakeholders is the possibility
of obtaining a sufficiently complete and reliable
information on the problems and interests of the
stakeholders in each SBA, a clear understanding
of what needs to be taken into account while
developing the approaches to stakeholder
interaction, and how it will affect the financial
and business performance indicators in each
SBA and how it will increase the value of the
company as a whole.

While managing a set of strategic business
areas, the company will face the necessity to revise
the set of stakeholders, as each SBA can be
characterized by its own set of stakeholders. At the
same time, revising the company's set of SBAs is
only possible within a long-term period, so in
the short term we shall assume the SBA set to be
constant.

In developing the principles and methods of
interacting with stakeholders the organization of
the company should be taken into account.
Companies are becoming more project-oriented.
The key task for them is thus managing the project
portfolio that ensures the achievement of the
objectives of the company when implementing the
strategy in the selected strategic business areas. It
is companies with a strong project orientation that
should perform stakeholder analysis.

By a project we are going to mean a
temporary organization for delivering one or
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more business products according to an agreed
business case. Projects accepted for execution by
the company when implementing the chosen
strategy serve as a tool for coordinating the
interests of stakeholders in each SBA.

Projects implemented by a diversified company
can be classified according to various criteria
(see Tab. 2) presenting a systematic description
of the projects implemented by the company and
allowing classify stakeholders.

In view of the classification of projects in
Tab. 2, it is possible to form a profile of a
project or a program taking into account the
types of stakeholders in each SBA. On the basis
of the profile, we propose a procedure for
managing the company’s portfolio shown in
Figure.

A project-oriented company forms a portfolio
of projects within each SBA based on its own
development goals and taking into account the
interconnected interests of stakeholders in each
business area. In our opinion, in the modern
conditions, the successful implementation of
projects is directly related to interacting with
stakeholders. The company's mission is identifying
the key stakeholder groups, forming and managing
a portfolio of projects with a view to minimizing
the losses from the conflict of interest. At the
same time, the possibility of fully coordinating the
interests of stakeholders (in the Pareto sense)
seems to be quite problematic.
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Determining a set
of the SBAs of the company

\ 4
Determining a stakeholder set

Determining the project
portfolio of the company

|

Determining the profile
of a project/program

\ 4
Analysis of the degree

A

for the project by the SBA

of interconnection with the SBA

!

Determining the possible effect of the identified stakeholders
on implementing the project

'

Assessing the efficiency and feasibility of implementing
the project/program in view of the influence of stakeholders

'

Adjusting project/program goals and tasks depending
on the goals and tasks of stakeholders

The feasibility
of the project/program

A 4

A 4

Coordination is not possible,
the project/program
is rejected

Including additional social investment
projects into the portfolio for
coordinating stakeholder interests

Coordination is possible,
the project/program
is accepted

Adjusting the project portfolio
of the company

Managing the company’s portfolio

In our opinion, social investments enabling
the company to meet the needs, including the
intangible ones, of various stakeholder groups whose
interests are related to the SBA can be one of the
tools for coordinating the interests of stakeholders.
Determining the possible effect of the identified
stakeholders on implementing the project

By social investments we are going to mean
the material, technological, managerial, financial
and other resources aimed at implementing
social programs tailored to the interests of the
major internal and external stakeholders as a
result of which the company plans to gain both
social and economic effects in the long term.

There are the following types of social
investments: internal (investment in personnel
training, healthcare and workplace safety
investment) and external (sound business practices
when dealing with both consumers and business
partners, environmental compliance and resource
saving, investing into the development of local
communities).

Interests of stakeholders in each SBA can be
coordinated by including social investment
projects into the portfolio. The economic effect
obtained by companies directly from implementing
social investment projects will be, as a rule,
delayed in time, and its magnitude will be
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difficult to measure. However, implementing
such projects may be expedient if they allow
coordinating the interests of the company’s
stakeholders.

The traditional cost-benefit analysis of
investment projects assumes that a project is
feasible if:

— the project’s rate of return exceeds the
weighted average cost of capital (WACC);

— a positive value of the net present value
(NPV) is maintained

Social investment projects, if assessed in
terms of the traditional investment attractiveness
indicators, can be found to be ineffective, as
they can have:

— a negative net present value;

— a rate of return lower than the weighted
average cost of capital (WACC);

— a low internal rate of return (IRR);

— a value of the profitability index close to 1
with a positive NPV value.

However, the projects related to social
investment are deemed to be generally ‘ineffective’,
as their goal is to form or maintain a company's
competitive advantages, as well as serve as a tool
for coordinating the interests of stakeholders.

The company’s system of priorities when
determining the main directions of social investment
may be different in each SBA and depend, among
other things, on the strength of the influence of
different groups of external stakeholders in some

SBA (local or regional authorities, civil
institutions, non-profit organizations).
Taking into account the interests of

stakeholder groups experiencing the greatest
positive or negative effects as a result of the
company's activities in the SBA should allow the
company to achieve its strategic goals without
violating the rights of stakeholders. This approach
is fully consistent with the concept of social
responsibility and necessitates implementing social
investment projects.

Of course, including social investment projects
into the company’s portfolio is not the only tool
for coordinating stakeholder interests in the SBA.
However, it seems appropriate to stress the
importance of this new tool, as it is relevant in
the modern conditions, considering the growing
social orientation of business development.

The impact of social investment on the
results of financial and economic activities both
in an individual SBA and the increase in the
value of the company as a whole is not quite
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clear, which engenders the need for a careful
and balanced approach of the company when
deciding to include these projects in the
portfolio. Let us note the following factors which
can provide a positive economic effect from
social investment:

—the formation of a long-term social
investment strategy taking into account the SBA
specifics and its agreement with the overall
strategy of the company;

—the formation of positive feedback to the
implementation of social investment programs
from the stakeholders;

—the manifestation of the results in the long-
term period.

Since the precise impact of social investment
is not clear, the following tasks become particularly
urgent: assessing of the economic feasibility of the
consequences of social investment over a certain
period of time for the SBA, defining the tolerable
(critical) volumes of funds allocated for financing
social investment projects in any given moment
within the SBA, forming of a set of indicators
allowing to assess the economic consequences of
social investment both for SBAs and companies.

To summarize, let us once again note that in
modern conditions more and more companies
choose the project-oriented approach to
management. The successful implementation of
projects is in the modern conditions largely
determined by the effective interaction between
the company and its stakeholders, which makes
it necessary to select an economic tool for
identifying and classifying the stakeholders of the
company.

Strategic business areas of the company are
the areas where the specifics of the company’s
activity can be observed most distinctly.

Combined analysis of the strategic business
areas in view of the classification of stakeholders
will allow the company to accurately determine
the stakeholders of projects and programs, whose
interests should be connected to a certain SBA.

A portfolio of projects and programs should
be formed for each SBA using the identified
interests, and a portfolio of projects for each
SBA programs; this portfolio should include
social investment projects allowing to coordinate
the interests of stakeholders. Tailoring a
mechanism for coordinating stakeholder interests
in individual SBAs in view of the project-
oriented structure of the company seem to
present an interesting problem.
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