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Introduction 

 
It is often said that developing effective relationships is central to the success of any 
business or organisation. Some people are naturally more effective at developing and 
maintaining relationships than others; however, with a deeper understanding of the 
challenging processes involved in developing successful relationships, it is an area in 
which everyone can improve.  
 
This Study Guide will introduce concepts relating to developing effective relationships 
in the workplace, and enable you to understand how to overcome related challenges. 
You will be encouraged to think about your relationships at work and to consider 
whether there are ways in which you can develop and capitalise on those relationships.  
In addition, you will develop the skills to critically review these relationships.  Investing 
time in developing skills that enable you to quickly establish effective working 
relationships will have swift and significant benefits. 
  
 
A few thoughts relating to relationships…  
 
 

Relationships are a constant negotiation. 

Claire Danes 
 
Relationships begin to weaken, then fail when we stop doing the things that it 
took to get them in the first place. 

T Jay Taylor 

 
Relationships are built on all different foundations, but the ones that last are built 
on trust and open, honest conversations. 

Nishan Panwar 
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Developing Relationships 
 
The introductory quotes indicate that we need to be able to understand the art of 
developing relationships if we are to be effective leaders. There are very few people in 
the leadership and management field who would disagree with that analysis. To begin 
our examination of the issues we need to have a clear understanding of what we mean 
by a relationship. 
 
A relationship is: 
 

The way in which two or more people, groups, countries, etc., talk to, behave 
towards and deal with each other. 

Merriam-Webster Dictionary 

 

 
Stakeholders 
 
The term ‘stakeholder’ is used to define any person or group of people that has an 
interest in a business or organisation, and with whom the organisation needs to build a 
relationship. Customers for example are a key external stakeholder group in any 
business, whilst employees are an important internal stakeholder group.  

This definition suggests that there may be several stakeholders with a range of differing 
interests and relative importance. It will be necessary to understand both the role and 
influence of each stakeholder to properly appreciate how and why an organisation 
might be configured in a particular way to relate to them.  Stakeholders can be 
identified and categorised by their impact on and relationship with the organisation 
through a process known as stakeholder mapping. 

The Benefits of Knowing What Stakeholders Require 
 
To develop effective relationships with stakeholders, it is essential to understand their 
requirements. Put simply, if we do not know what our stakeholders’ needs and 
expectations are we cannot do anything to address them. If they remain unaddressed, 
stakeholders will become frustrated and dissatisfied, which in turn will be reflected in 
their behaviour toward the organisation. Their commitment to the organisation is likely 
to decrease and may result in them working against you rather than with you. In 
managing the expectations of stakeholders or group of stakeholders, it is useful to 
understand their relative importance to the organisation and the influence they hold so 
that you can prioritise the responses you make to identified needs.    

 
There are several benefits that may accrue from knowing what stakeholders’ needs 
and expectations are, including: 
 

• You can address their requirements; 

• May provide opportunities to increase organisational effectiveness; 

• Having opportunity to maintain fully engaged long-term relationships with 
stakeholders; 

• Being able to remove blockages to organisational success; 
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• You can achieve ‘buy-in’, support and trust through being seen to address 
needs; 

• Contributes to positive working relationships, high levels of motivation and free 
flowing communication; 

• Helps in making informed decisions and in maintaining momentum towards 
achieving the organisational goals; 

• Addressing needs helps build your reputation and avoid ‘bad press’; and, 

• Where the stakeholders are customers, you are likely to be in a stronger position 
when customers are making purchasing decisions. 

Understanding Relationships with Stakeholders – Stakeholder 
Mapping Techniques 
 
A key function of management is to ensure that stakeholder interests are served 
appropriately and relationships are managed effectively. It is also true that maintaining 
strong relationships with some stakeholders will be more important to the organisation 
than doing so with others. To enable decisions to be made as to how managers can 
provide the most appropriate interface between the organisation and its stakeholders 
they need firstly to identify precisely who the stakeholders are. A simple technique for 
identifying stakeholders is to create a Stakeholder Map like the one below, creating a 
‘stakeholder bubble’ for each person, department or external organisation that has an 
interest in your business or organisation. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This approach to stakeholder mapping would enable very quick identification of key 
stakeholders. However, it fails to illustrate the relative importance and influence of each 
stakeholder to the organisation or the implications that might have for developing 
appropriate relationships with them.    
 

Basic Stakeholder Map 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Stakeholder 

3 

 

 
Stakeholder 

1 

 
Stakeholder 

4 

 
Stakeholder 

7 

 
Stakeholder 
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Stakeholder 
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Stakeholder 

2 

Stakeholders 
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When thinking of your own workplace stakeholders will be specific to your organisation. 
However, they are likely to include some or all of the following: 
 

• Customers; 

• Colleagues and other employees; 

• Directors; 

• Suppliers; 

• Shareholders/owners; 

• Creditors; 

• Government;  

• Unions; and/or, 

• Local or wider community  

Evaluating Stakeholders 
 
As we noted earlier, the weakness of the basic Stakeholder Map is that it does not 
attach any relative importance to individual stakeholders. Johnson and Scholes, in their 
book Exploring Corporate Strategy (1999), stated that to understand stakeholders’ 
relative importance, it was critical to analyse both the level of interest of a particular 
stakeholder in the organisation (or a particular aspect of the organisation) and the 
stakeholder’s power to influence any outcome.  Johnson and Scholes applied their 
model to the outcome of an organisational change initiative.  
 
They developed a simple methodology for this purpose – the Power Matrix below: 
 

  
By categorising each stakeholder this way, it becomes easier to prioritise the level and 
content of information and involvement required for each stakeholder.  Common sense 
tells us that a stakeholder identified as a Key Player (Category D) should be given 
more information more frequently than, say, a Category A stakeholder.  

     Level of Interest 
 

 
 

Low High 

 
 
    Low 
 
 

 
 

Category A 
Minimal effort 

 
 

 
 

Category B 
Keep informed 

 
 
    High 
 
 

 
 

Category C 
Keep satisfied 

 
 

 
 

Category D 
Key player 

 

 
(Format: KW Hamilton, 2011) 

P
o

w
e

r 

The Power Matrix 
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Stakeholder Matrix – More Complex Stakeholder Mapping 
 
A more detailed analysis of stakeholders will hopefully provide a more robust 
methodology for establishing more clearly their influence on your organisation and 
prioritising relationships with them.  One way of achieving this is to create a 
Stakeholder Matrix, identifying stakeholders’ names and roles, their known interests, 
objectives and influence, alongside their relative significance to your organisation. The 
Stakeholder Influence Matrix overleaf illustrates this. 
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Stakeholder 
 
 
 
(Person or Group) 

 
Overt/hidden 
interests 
 
 
(positive, negative or 
unknown) 

 
Influence 
 
 
 
(level on scale 
of 1 high -10 low 
& over whom) 

 
Significance 
to the 
organisation  
 
(high, medium, 
low) 

 
Their objectives 
 
 
(likely or known) 

 
Relative priority/ 
importance to the 
organisation 
 
(priority 1 (high), 2, 3) 

 
Summary of the 
stakeholder  
needs 

A 

 

      

B  

 

      

C 

 

      

D 

 

      

E 

 

      

F 

 

      

 
Stakeholder Influence Matrix  (AH Raymondson, 2011) 
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Identifying the Needs and Expectations of Stakeholders 
 
All stakeholders have expectations of what they want to achieve from their relationship 
with a given organisation.  Expectancy Theory asserts that people (or stakeholders) will 
behave according to their expectation of the result of their actions. A simple example 
would be an individual working to qualify as an accountant having an expectation that 
he or she would be able subsequently to gain employment as an accountant. 
 
The stakeholder’s expectation of the result of their actions will inevitably be influenced 
by the nature and strength of the relationship between them and the organisation. 
Victor H. Vroom (1964) sets out his theory of expectancy to incorporate the concept of 
choice. People (stakeholders) choose their behaviour dependent on their assessment 
of how likely their expectations are to be met. If a strong, close relationship already 
exists it is likely that the stakeholder will choose to behave positively as they believe 
they will be ‘rewarded’ by having their expectations met fully or to a significant extent.  
The opposite would be true if the stakeholder felt that their expectations were unlikely 
to be met, resulting in negative behaviour.  The attractiveness (or unattractiveness) of 
the predicted outcome defines the stakeholder’s behaviour. 
 
Expectancy theory enables us to recognise the importance of knowing stakeholders’ 
expectations when trying to forge effective working relationships with them.   
Thereafter, there is a need to concentrate on managing those expectations, particularly 
if the expectations cannot be met.  
 

Expectancy and Individual Stakeholder Motivations – The 
Psychological Contract 
 
From a line manager’s perspective, there can be significant challenges keeping 
stakeholders engaged, motivated and supportive. Understanding what stakeholders are 
expecting and what is expected from them is fundamental to stakeholder management.  
 
The relationship between an organisation and its stakeholders is a type of informal 
contract. The concept of a Psychological Contract was first identified and developed in 
the 1960s by Chris Argyris and Edgar Schein. Its original application was used to 
highlight the relationship between the employer and the employee. They concluded that 
there is a Psychological Contract between the employer and the employee whereby 
both parties have expectations of the other and each has obligations to fulfil. Thus, an 
employee expects to be paid on time and the employer is obliged to do this, when the 
employee has met the employer’s expectations in respect of attendance at work. If the 
employee does not come to work without reasonable explanation, it is not 
unreasonable for the employer to withhold pay. 
 
The Psychological Contract is just as valid in considering the relationships between the 
organisation and wider groups of stakeholders, as depicted on the following page: 
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The Chartered Institute for Personnel and Development (CIPD) defines the 
Psychological Contract as: 
 
 

'…the perceptions of the two parties, […] of what their mutual obligations are towards 
each other.' 

 

http://www.cipd.co.uk/subjects/empreltns/psycntrct/psycontr.htm 
 

 
Whilst the use of the word ‘obligations’ suggests some formality to the Psychological 
Contract, the word ‘perception’ indicates that it is more informal and imprecise when 
compared with, say, a Contract of Employment or another formal contract. The critical 
thing to note is that the Psychological Contract refers to all aspects of the 
organisation/stakeholder relationship.  
 
The Psychological Contract has links to many theories of motivation and leadership. In 
essence, managers should recognise that stakeholders have expectations of them and 
the organisation.  If these expectations are unrealistic (either positive or negative), this 
can affect their motivation, commitment and overall contribution. As managers, we 
need to be alert to the reasonable expectations of stakeholders if we are to get the best 
out of them.  
 

 
 
 
 
 
 

 
Organisation’s  
expectations Stakeholders’ 

expectations  

Format: AH Raymondson, 2011 

 

The Psychological Contract 
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Practical Tools for Identifying Stakeholder Needs & Expectations 

 
Practical approaches to identifying stakeholder needs and expectations include: 

 
Informal discussion Informal discussion requires that you listen to people 

chatting in an informal context and that you register 
their needs and concerns. 
 

Surveys and questionnaires Surveys and questionnaires will only ever be as 
good as the questions asked, so take care to 
formulate good questions. Text based responses 
allow for people to expand on their concerns and 
needs. 

Interviews Interviews can be formal or informal and structured 
or unstructured. Either way it is important to probe 
beneath the immediate responses to discover the 
root of peoples’ needs and concerns. 

Focus groups Focus groups are where a small group (6-12 people) 
are assembled to focus on a particular topic or 
problem, producing qualitative information. 
Effectiveness of this approach is improved by having 
a skilled facilitator.   

Feedback  Making a concerted effort to obtain feedback on 
relevant issues will attract comments that can be 
considered in deciding whether to amend or modify 
your approach. 

Suggestion boxes Suggestion boxes or IT-based versions allow people 
to make observations either anonymously or 
otherwise in a constructive way. A useful device for 
gathering information or observations that you may 
have missed. 

Observation Observation is a good way to identify needs that 
people are unaware of! If you address these needs 
you will exceed expectations and create a very 
positive impression. 
 

 
 
Validating Identified Needs and their Relevance 

 
Having identified stakeholder needs and expectations, there is a requirement to confirm 
that they are reasonable, justifiable and achievable.  In carrying out this validation, the 
organisation will need to analyse any proposed options for addressing these need(s), 
taking account of the implications of doing so, e.g., any associated expenditure, 
additional resourcing requirements, organisational constraints, or impact on other 
stakeholders.  All these issues should be considered carefully before making decisions 
relating to the satisfaction or otherwise of a stakeholder’s needs. This process is 
usefully summarised by the Pathways to Decisions Model overleaf.   
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The Pathways to Decisions Model (AH Raymondson, 2007) 

 
The model highlights the requirement to look at all the different options, identify their 
implications and apply judgement before making any final decision(s).  Any manager 
involved in this process must be prepared to consider all possible options, analysing 
the implications of each in appropriate depth.  This will help ensure that any final 
decision is based on a thorough analysis of all the factors involved.  A few simple 
generic questions can prove helpful in widening the range and quality of options to be 
considered, such as:  
 

• What else could you do? 

• What might other organisations/other people do in this situation? 

• What have we missed or overlooked? 

• What are the more radical things you could do? 

• If money were no object, what would you do? 
  

 
Implications Analysis 
 
In considering the implications arising from each option, it is useful to structure your 
results to ensure a comprehensive analysis of their relative benefits, costs and 
disadvantages.  A table such as the example overleaf could be adapted to suit most 
requirements.   
 

 

 

 

 

 

 

 

 

 

Judgements 
Including 

Relevance 
 

 What? Why? When? Where? Who? How? 

 
 
 
 

Options 
Options 
Options 
Options 
Options 
Options 
Options 

 

Issue  
or 

Need 

Decision(s) 

Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 
Implications 

 

 

 Implementation 
 

11



Developing Workplace Relationships 
 

 

Need: 
 

Option Implications 
 

Advantages Disadvantages Costs Benefits Timescale Impact  

1  
 
 
 

     

2  
 
 
 

     

3  
 
 
 

     

4  
 
 
 

     

 

Example Implications Analysis Table 
 
Evaluating Solutions 
 
Having fully considered all possible options for meeting the stakeholder’s needs and 
expectations, and having identified the implications of each, it is necessary to make a 
final decision based on the relative merits of the different solutions.  This will involve 
analysis of the implications associated with each solution.  It is useful to identify 
whether factors are Essential rather than just Desirable. Using the table example 
above, it may be that it is Essential that the cost of the solution does not exceed a 
certain amount whilst it is only Desirable that the solution is implemented within a 
certain timescale.  Alternatively, it may be that certain specific Advantages are 
identified as Essential (e.g., option must increase productivity).   If any of the Essential 
criteria are not met, then the option can be ruled out immediately and not considered 
further.  However, some implications will be more important than others, and this needs 
to be factored in to the evaluation of the different options.  For example, the cost of the 
option may be considerably more important than the productivity increase. A useful way 
of structuring the evaluation process is to use a decision-making grid.  There are 2 
main types of decision-making grid: the Straight Comparison Decision-Making Grid and 
the Weighted Decision-Making Grid.  
 
Straight Comparison Decision-Making Grid 
 
With this tool, each option (that meets the Essential criteria) is simply compared in turn 
with every other option, and the preferred option for each separate comparison is 
recorded on the grid. The following example shows a decision-making grid in which 5 
options have been compared with each other.  It can be seen that a straight 
comparison between Option 1 and Option 5 reveals Option 5 as the preferred solution. 
In comparison with Option 4, then Option 1 is the preferred option, as it is also in 
comparison with Option 3.  Once each individual comparison is finished and the grid 
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