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Abstract

This essay discusses 1) the current agri-food firms’ need of interacting with multiple stakeholders to under-
take sustainable strategies effectively, 2) the relationship between human capital and firm capabilities to ef-
fectively interact with multiple stakeholders and 3) a list of competencies characterizing the human capital
that would meet the need of agri-food firms and which can be learned — at least to some extent — through
higher education and on-the-job training.

Keywords: sustainability, human capital, stakeholder management, competencies, capabilities.

®Corresponding author:  Tel: + 31 (0)317 483623

Email: D. Dentoni: domenico.dentoni@wur.nl

1 This Special Issue was made possible through the generous support of Alltech and Kincannon & Reed. The essay collection was distributed dur-
ing a special session on human capital development presented during the IFAMA 2012 Forum in Shanghai, China on June 14, 2012.

© 2012 International Food and Agribusiness Management Association (IFAMA). All rights reserved.
61



Dentoni et al. / International Food and Agribusiness Management Review / Volume 15, Special Issue A, 2012

Multi-Stakeholder Interactions for Sustainability Strategies

To create value, compete and survive in current global agri-food systems, firms are pressured to effectively
interact with multiple stakeholders that are both within and outside their supply chain. (Lazzarini et al.
2001, Freeman et al. 2010). Through purposive interactions with actors outside the supply chain — govern-
ments, knowledge institutions and societal organizations — firms seek a balance between their short-term
financial performance goals and longer-term social and environmental objectives (GOLDEN 2011). Through
these stakeholders, firms gain access to information, develop knowledge and establish reputation (Selsky and
Parker 2005).

Evidence of the importance of multi-stakeholder interactions on sustainability undertaken by agri-food
firms of different size and regions is synthesized as follows:

= Between 2001 and 2011, 21 out of the 50 largest agribusiness firms have joined or created 47 multi-
stakeholder sustainability partnerships with NGOs, governments, international organizations, and
other representatives of the civil society (Dentoni and Peterson 2011). These partnerships provide
firms with formal structures to interact and learn from stakeholders, as well as to negotiate and set
standards, actions and the future agenda (Glasbergen 2007). Most of these partnerships influence
the core business activities of agri-food firms, such as their supply of raw material and the process
of product transformation.

= In the same period, a growing number of firms worldwide voluntarily disclosed information about
their sustainability strategies in multi-stakeholder settings. In 2000, only 200 firms signed the UN
Global Compact, while 2,000 in 2005 and 6,000 in 2010 (UNGC 2010). Firms reporting to the
Global Reporting Initiative (GRI) grew with an average of 35%/year since 2005 up to 1,800 com-
panies in 2010 (GRI 2011). Out of the 1,800 signing firms, 300 are active in the agri-food sector,
64% are based in OECD countries (mainly from Europe, accounting 45% of the total) and 200 are
small and medium enterprises.

= In the latest three to five years, applied researchers and consultants with firms both in the food and
non-food sector recommended to manage multi-stakeholder interactions as part of their core strat-
egy (De Wit and Meyer 2009). This role of multi-stakeholder interactions was also recently high-
lighted by managers of large agri-food firms and representatives of global NGOs (IFAMA 2011).

Firm Capabilities for Multi-Stakeholder Interactions

Results from meetings with managers of 15 out of the fifty largest agri-food corporations worldwide in
2011 and a collection of related press releases and sustainability reports are synthesized as follows. In order
to interact effectively with multiple stakeholders, firms need the capability of 1) identifying and sensing
their stakeholders, 2) dialoguing with them, 3) learning from them and 4) making organizational changes
as a result of this process (Ferrell et al. 2010). Identifying stakeholders allows understanding which actors
are legitimate representatives of social and environmental concerns, which actors have power vis-a-vis the
firm, and how they exercise this power (Mitchell et al. 1997). Sensing stakeholders allows understanding
their system of values, beliefs, attitudes and behaviour to attempt to turn their actions in favour of the firm
(Dentoni and Peterson 2011). Dialoguing with stakeholders and integrating their knowledge within the firm
boundaries allows preparing effective strategic responses (Ayuso et al. 2006, Hult 2011). Organizational
change based on multi-stakeholder interaction allows following words with committed actions (Zollo and
Verona 2011).

Some of the largest agri-food firms have developed these capabilities in the latest decade given their initial
financial resources and early start in interacting with multiple stakeholders. The remaining firms still have
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not set the acquisition of these capabilities as learning objectives for their organization. Human capital —
especially, but not exclusively, at managerial level — is a key driver of firm capability development and
effective multi-stakeholder interactions.

Individual Competencies Leading to Firm Capabilities

In order to answer the question of firm capability development from the perspective of individual manage-
rial competence development, a process of logical competence modeling (Rothwell and Lindholm 1999)
was conducted. It involved: 1) a literature review on competencies for sustainable development and inno-
vation and 2) four focus group discussions with lecturers from ‘green’ higher education institutes (HEI’s)
in the Netherlands. HEI’s include universities of applied sciences in the agri-food domain (Wals et al.
2011). Besides traditional programs like agronomy and animal husbandry, HEI’s education also includes
rural innovation, food technology and environmental management. Individual managerial competences are
complex sets of knowledge, skills and attitudes (Nijhof et al. 2006). The result of this process was a list of
seven key competencies linked to three challenges faced by agri-food firms when attempting to develop the
mentioned firm capabilities:

Challenge 1: Dealing with Wickedness

Employees at all levels in the organization may not sense the “wickedness” of sustainability. Sustainability
is a wicked problem as it cannot be structured and solved in any traditional way as it does not have a closed-
form definition; it deals with complex systems in which cause and effect relationships are either unknown
or highly uncertain and has multiple stakeholders with strongly-held, diverse, and conflicting values related
to the problem (Batie 2008, Peterson 2011). When they do not sense wickedness, employees may have
weak motivations and scarce incentives to interact with multiple stakeholders. To understand the wicked-
ness of sustainability, firm managers need to disentangle a complex net of interdependencies among stake-
holders and of cause-effect relationships based on their sustainability policies (Arndt 2006). This requires
systems-thinking and foresighted thinking competencies. Moreover, as a wicked problem sustainability is a
normative concept, it does not describe the world as it is, but the way it should be based on the convergence
of different stakeholders’ perspectives. Therefore, tackling this challenge requires systems-thinking, fore-
sighted thinking (de Haan 2006, Wiek 2011) and normative competence (Grundwald 2004, Gibson 2006).

Challenge 2: Dealing with Heterogeneity

Classical boundaries between disciplines, jobs or functions within organizations become permeable or even
dissolve in multi-stakeholder settings (Peterson and Mager 2011). New knowledge is co-created with em-
ployees and teams who traditionally were not part of the classical R&D system (Wals et al. 2011). At pres-
ent, individuals within agri-food firms are educated in a disciplinary way (Wesselink et al. 2007, Peterson
2011) and therefore not used to deal with individuals and groups with heterogeneous disciplinary back-
grounds, cultures and values (Latesteijn and Andeweg 2011). Therefore, tackling this challenge requires
the competence of embracing diversity and interdisciplinarity (Wilson et al. 2006, Ellis 2008) and interper-
sonal competence (de Haan 2006, Wiek 2011).

Challenge 3: Dealing with Value Creation without Capturing

In the end, sustainability initiatives aim to create value for a wide diversity of stakeholders embedded in
new business models, concrete products, processes or services. The value created for stakeholders is by
definition not captured by managers in terms of financial, tangible outcomes (Latesteijn and Andeweg
2011). This requires action competence (Ellis 2008, Mogensen et al. 2010) and strategic management (de
Haan 2006; Wiek 2011).
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The seven competencies identified to deal with these challenges are synthesized in Table 1. Proposed links
between challenges and competencies are not meant to be mutually exclusive. That is, overlap does exist.
It is recommended that the agri-food firms have a combination of these employees’ competencies, but not
necessarily all employees need to have the entire set of competencies (Fernandez-Araoz et al. 2011).

Individual Competencies: How to Develop Them

Once the competencies necessary to manage multi-stakeholder interactions are identified, the managerial
question that follows is: could these employees’ competencies be developed by training or procured by
hiring? Some of these competencies are perceived by both employees and students as more “learnable”
than others (Table 1). Perceptions of learnability are crucial, since it is established that they actually drive
the outcome of competence development (Maurer et al. 2003). Overall, the development of competencies
has to take place in authentic situations. For students, this means working on and managing problems from
practice and receiving guidance from professionals in solving these problems. For employees, it is impor-
tant to receive feedback and reflect on experiences they have had in practice in order to learn together from
solving and dealing with these problems.

Various interventions are available for managers to organize feedback and reflection on multi-stakeholder
interactions within firms and supply chains (Bertels et al. 2010). These include: scanning external informa-
tion (Doppelt 2008), benchmarking (Blackburn 2007), learning from failure (Hagen 2008), implementation
of formal feedback and reflection systems (Dunphy et al. 2003), development of metrics which enable
monitoring and evaluation of sustainability performance (Holton et al. 2010), internal knowledge sharing
across functional areas and business units (Reverdy 2006), external knowledge sharing and collaboration
with competitors andstakeholders (Clarke and Roome 1999, Buysse and Verbeke 2003). By implementing
these kinds of interventions, managers are able to organize moments of reflection and collective learning
within the company in general, as well as to develop the individual competencies.

Overall, evidence from this study and past literature poses an interesting final proposition. The
process of development of competencies for managing interactions with multiple stakeholders
starts within the organization. That is, the more managers recognize the importance and are able of
organizing moments of feedback within the boundary of the firm, the more employees’ competenc-
es and firm’s capabilities for multi-stakeholder interactions develop. Future scholarship engaged
with agri-food firms would bring a substantial contribution by testing this hypothesis.
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‘ Challenges Competencies Description Perceived Learnability
Dealing with Systems-Thinking Identifying and analyzing all rgl- Most learnable, as b?tlsed on
- evant (sub) systems across differ-  knowledge and skills: mod-
Wickedness . ] . :
ent domains (people, planet, profit), els and theories supporting
including their boundaries. this competence exist
Understand and reflect upon the
interdependency of these (sub)
systems.
. - Collectively analyzing, evaluating, = Most learnable
Foresighted Thinking and crafting ‘pictures’ of the future
where impact of local or short term
decisions on environmental, social
and economic issues is appreciated
on global scale and on the longer
term.
. Assessing and improving the (un-) Learnable to some extent,
Normative s . :
sustainability of social-ecological as based on self-concept of
systems based on values and employees and individuals
principles.
Dealing with Embracing Diversity Structuring relations, spotting is-

Heterogeneity

and Interdisciplinary

sues and recognizing legitimacy
of other viewpoints in business
decision making processes about
environmental, social and eco-
nomic issues.

Involve all stakeholders, maximiz-
ing exchange of ideas and learning
across different groups inside and
outside the organization and across
different disciplines.

Learnable to some extent

Interpersonal
Dealing with Action Actllvely |nonV|ng in respons'lble N Learnable to some extent
. actions to improve the sustainability
Value Creation of social-ecological systems
without Capturing 9 y '

Strategic Management

Collectively designing projects

and implementing interventions,
transitions, and strategies towards
sustainable development practices’

Most learnable
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