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HOW TO STRENGTH THE RELATIONSHIPS OF THE LOCAL MUNI CIPALITIES WITH THE
STAKEHOLDERS?
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Abstract

A key element for the development and construafotie living conditions in the local municipality a participation of
stakeholders and their assistance in the admintistnaof public affairs. In democratic countriesethole of local municipality
is changing during past decades. Its role is mayeu$ed on creating conditions for involvement dfedént actors in
development activities, the creation of qualityngzconditions and participation in addressing issiof public life. The aim of
the paper is to identify and analyse the relatiopstbetween local municipality and its stakeholdeosn the theoretical point
of view and to verify it based on the results afeggch in 100 local municipalities of Slovak Repubrhe first part of the
paper contains the theoretical definition of retatship marketing and the relationships in the localnicipalities.
Consequently, we verified the composition of stakisins in the local municipalities by the empiricakearch. In conclusion
of the paper we propose the implementation pods#silof relationship marketing in local municiptgis.
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Introduction 1. Relationships in the local municipality
versus relationship marketing

The growing need to build partnerships by local

municipality and to implement the managerial In democratic countries, the reforms of public
approach to its management is declared in severaladministration lead to decentralization of powed an
countries in  Europe in national documents redistribution of responsibilities to the lowestspible
characterizing the position and reform of local level of government. In other words, it is closesthe
government (e.g. UK - White Paper on Local citizens and other actors in the territory that are
Government, Ireland - Green Paper on local directly and indirectly influenced by its decisioihe
democracy). In democratic countries, the role otlo lowest level of territorial public administratios ia
municipality is changing during past decades. dte r local municipality. From the modern local
is more focused on creating conditions for municipality is now expected to be characterized by
involvement of different actors in development openness, efficiency, to research the needs, to
activities, the creation of quality living conditie and encourage active participation of stakeholders in
participation in addressing issues of public lifde decision-making bodies of public affairs and inelv
aim is to have an effective civil society, to faste them in local community life. A key element for the
cooperation and progress in the development of the development and construction of the living condisio
managed area. One of the ways how to support thein the local municipality is a participation of
development of local municipality is an applicatioin stakeholders and their assistance in the admiti@ira

relationship marketing activities. of public affairs (Navruz, Rose, Shelley, 2000,
In the first chapter of an article, we will focua the Council of Europe, VNG International, 2007).

definition of the relationships of local municiggli Partnership and cooperation with stakeholderstee t
with its stakeholders and relationship marketing, i main terms connected with one of the newest

the second chapter the results of empirical reegarc ~ approaches in the management of public sector -
local authority Slovak Republic are presented, Whic public governance (e. g. Bevir et al., 2003; Beaty
focused primarily on the characterisation of al., 2004; Kickert et al., 1997 etc.). Public goaice
relationships in local municipalities. At the enfl 0 has developed as an alternative management approach
article the main findings of the research are to new public management, which takes into account
summarized and we recommend the possibilities of more appropriate the specificities of public sector
relationship marketing implementation in the local organizations (Kickert et al., 1997). This new
municipality. approach to management in the public sector and the
importance of co-operation are implemented in the
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new program and strategic documents of the Europeandecide

Union for the period 2014 - 2020 (5th Report on
Economic, Social and Territorial Cohesion, 2020,
Territorial Agenda of the European Union 2020) and
are supported at all levels of the EU, in particiig
the Congress of Local and Regional Authorities and
the Committee of the Regions (Council of European
Local Municipalities and Regions, 2013).

The local municipality is in providing its tasksréed

to build relationships not only with citizens, also
with various stakeholders belonging to the private,
public and non-profit sector. Based on repeated
interactions, i.e. repeated mutual active inteoactf
two or more subjects beyond the time requiredHer t
classical market exchange, is a relationship batwee
stakeholders. The relationship requires at least tw
parties, which are in contact (Donaldson, O'Toole,
2007 Binek, Galvasova, 2008 Gummesson 2008,
Egan, 2008). If the relationship between entities i

developed in order to achieve a common goal, we are |ge|

talking about cooperation. Entities share resourmdes
joint activities, share information in order to amle
mutual benefitCapkova, 2004).

The basic and most common form of cooperation is a
partnership, i.e. cooperation and seeking solutions

based on common agreement and recognition of the

importance of other subjects in achieving the
objectives of the municipality. The object of connmo
agreement is to determine the understanding o&role
and tasks of partners, describes the common
objectives with a view to obtain benefits for all
stakeholders (Busik, 2007). The basis for a sutuless
partnership in local municipality is a participatiof

all subjects that affect local municipality or theeal
municipality influences them, i. e. participatiofnail
stakeholders. Involving stakeholders for cooperatio
creates the initial precondition for the comprelens
development of the local municipality.

The local municipality can develop relationshipshwi
the various entities with various reasons. An
obligatory reason of the relationship is conditicty
existing legislation, which requires cooperatiorthwi
entities, for example state administration, citizen
higher territorial units etc. Local municipality alid
primarily create these relationships and build on
contracts and legislation, in particular under the
Constitution, laws governing the role and
responsibilities of local government, the provisan
various public services. The emergence of those
relationships is conditional by the tasks arisingrf
the fields of competence of local municipality. In

itself how it provides them. The local
municipality cannot get rid of these obligationsgas
obliged to provide the necessary material and
financial resources (Krida KoZiak, Liptakova, 2008,

p. 172-173). Delegated area includes tasks of state
administration, which were transferred to the local
municipality by specific legislation.

The specific cause of the relationship we mean the
creation of partnerships and relationships witlitiest
that are crucial for ensuring the implementation of
legislative and defined tasks of local municipality

its production and action in the territory of local
municipality or beyond. Local municipality needs to
build these relationships, to ensure its tasks in a
reasonable range. It includes the relationship$ wit
businesses, nonprofit organizations, labor, aneroth
local authorities and so on. Those relationships ar
developed on the basis of contracts, agreememts, jo
actions and events. They have different nature and
In particular they are contractual, instingl

and transactional relationships.

The core of optional relationships is a voluntary
principle. It is a relationship that is often forthen
the initiative of the actors in the territory angeir

efforts to develop relationships with local
municipality, to assist its development. The
relationship is based on mutual interest in its

development, in which neither side is necessarily
forced to build them. This includes e. g. relathips
with former employees, associations operating withi
the municipal territory, some businesses.

In terms of the organization degree a relationgtiip
local municipality can be as "formal and informal
partnerships" (Walzer, Jacobs, 1998, p. 105, Geddes
2005, pp. 50-51). Formal relationships and
partnerships of municipality to stakeholders are
officially established and have legal bases. Infdrm
relationships and partnerships are formed naturally
and voluntarily to the development of interpersonal
relationships in society. Stakeholders, interagtion
cooperation, partnerships, their formation,
construction and eventually termination of
relationships are essential components of current
marketing thinking, relationship marketing.

1. 1. Relationships marketing in public sector

From 90s 2t the issue of relationship marketing is
researched mainly by the foreign experts. Primiugy,
concept of relationship marketing was orientedhen t
private sector, so the key actors were entrepreneur
They use the activities of relationship marketing t

terms of commitment to the legal system there are a attract the loyal customers. Therefore, for thetfir

"mandatory and transferred areas of competence.

Mandatory tasks are bind; they are prescribed aad a
prioritized to be fulfilled. The mandatory tasks/bdo
be provided by the local municipality, but it can

time customer relationship marketing (CRM) has been
defined as the conceptually and methodologically
sophisticated new area of this kind of marketing.
Gradually, the professional public has also moved a
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shifted its interest to build relationships withsmess

financial performance.” (Murphy a Wang, 2006, s. 8)

partners, employees, government agencies or otherBy our opinion this definition is the most complex

strategically important partner; and marketing lie t
public sphere has been defined as partner rel&ijpns
marketing (PRM).

By the subject of research, we can distinguishethre
main developed thought of relationship marketing —
Nordic School developed in Nordic countries, Anglo
Australian group and North American expert group
where belong also the school of IMP that estabfishe
the theory of relationship marketing (Donaldson,
O'Toole, 2007, Egan, 2008, Harwood, Garry,
Broderick, 2008). Buttle (2008, s. 50-52) also atide
the Asian approach - Guanaxi. But this approach is
possible to implement only in specific Asian
countries.

The term relationship marketing appeared in theepap
of American professor Berry (1983), who is
a representative of North American approach. Ad wel
as Hakansson (1982), Ford (1990), Lewitt (1991)
a Turnbull (1996) he developed his ideas following
the theory of industrial marketing. His approach
significantly influenced the next development of
relationship marketing. The second stage of this
school is represented by Dwyer (1987), Heide (1994)
Morgan a Hunt (1994).

The Berry’'s approach was developed also by the
Nordic School (Gummesson, 1994, Grénroos, 1997,
Lehtinen 1997, and others). They developed the
relationship marketing on the principles of indiadtr
marketing, services marketing, quality management
and experience in building relations and networks i
Northern Europe.

The last school is an Anglo-Australian approach
stressing an integration of quality and marketirig o
customer services, strategic partnerships
examining the nature of relationships in marketing.
The representatives of the approach include
Christopher (1991), Ballantyne (1994), Payne (1996)

one.

Implementation of relationship marketing in the
public administration has not been researched yet b
many foreign experts. Public administration focuses
primary its activities on the citizen, and is tryimo
absorb the new methods of business practice. Due to
the decentralization of competencies and the
application of the subsidiarity principle, the lbca
municipality took efforts to implement new trenas i
New Public Governance at the lower levels of
government. An emphasis was put on creating the
control, monitoring mechanisms to ensure
transparency in the use of public funds and tsBati
the citizens. They started to create conditionstliier
development of competition in the provision of pabl
goods. It is changing the approach to the personnel
management in the public sector, especially to its
professionalization. It is preferred to use the new
information and communication technologies
(Bauerova et al.,, 2008). By the application of
managerial-oriented approaches in the relationship
between the citizen and the government causes to be
perceived not only as a passive transaction. Qsize
have the choice of public goods and in their primgd

it appears the elements of customer-oriented
behaviour (Schellong, 2009). The result of the
application of relationship marketing in the public
sector focusing on the citizen resulted in CIRM —
citizen relationship management.

The New Public Management model was followed in
the last decades by the approach of "democratilicoub
governance”, which was developed as a partial
criticism of NPM. Its basic principles include
accountability, transparency, governance based on

and cross-linking stakeholders, co-production of public

policy implementation and combination of several
management approaches (Pasquier, Villeneuve, 2012).
This approach does not emphasize only the citizen a
a partner, but all entities that may affect the ljgub

Those approaches to the relationship marketing are ggctor or be affected by it, we can analogicaldfi

different in theoretical knowledge, which became th
basis for their further examination. However, all
approaches agree on the expansion of the studgtobje
of relationship marketing. The primary intent was t
explore the relationship with the customer, gralgual
started to shift attention to other stakeholders.

One of the most wide definition of relationship
marketing defines it as ,creating, maintainingdan
enhancing strong relationships with customer,

the elements of partnership relationship marketing.

The dynamic changes in the development of
marketing and growing demands of stakeholders
influence also the Ilocal municipality and its
marketing. Increasingly, the emphasis is on thditgua
of public goods, individual access to citizens aisd

of marketing tools to promote sustainable economic,
social and environmental development of the
municipality. Due to the growing competition in the

employee, supplier, community, and shareholder of a market of places and product market the conceptual

business with the goal of delivering long-term
economic, social and environmental value to all
stakeholders in order to enhance sustainable kassine

relationship marketing can bring new opportunifas
cooperation, progress and creating strategic
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partnerships that would contribute to the further
development of the municipality.

By adaptation and synthesis of Nordic School
approach, Anglo-Australian approach and North
American approach we define relationship marketing
and its holder in terms of local municipalities as
follows. The key holder of the relationship marketi

is a local municipality, externally represented thg
elected representatives - mayor, municipal /city
council, staff of municipal office, eventually tio¢her
representatives of local municipality. Relationship
marketing is understood as defining, creating,
maintaining and, improving the mutually beneficial
relations or possible terminating unfavourable
relations of local government with the stakeholuher
order to achieve sustainable economic, social and
environmental values for local government and
associated entities

The activities of relationship marketing can cdnite

to develop the area and achieve prosperity, improve
the well being of residents and businesses, migmiz
the risk associated with the entry of the plac¢ht
market and promote the territory between competing
territories” (Vaiov4a, 2004, p. 108).

The core of relationship marketing is to define
stakeholders, t. j. persons, groups or organization
which directly or indirectly affect the operatiohtbe
organization, its activities, achievement of objext,

or also retroactively affect (Marasova, 2008).dms

of local municipality based on our prior research
(results of its own research grants), as well a&s th
results of the international project "Relationship
marketing in micro and small enterprises and local
municipalities" (Luk&Sov4a, Bajdak et al., 2009185)
has been in defined following composition of
municipal stakeholders: "citizens, a key entity of
relationships in  local municipality, other
municipalities, businesses, other entities estabdls
by a local government, deputies, political parties,
employees of local municipality, financial institus,
church, organizational associations, non-profit
organizations, offices of the state administration,
employment offices, media, universities and other
entities with direct or indirect impact on governre
activities.". The composition of stakeholders isoal
adopted in our research, which results are pregémte
the next chapter.

2. Empirical research on relationships in the
local municipalities of the Slovak

Republic and discussion
Based on the literature review we conducted primary

research aimed to verify the composition of defined
stakeholders of local municipality, characterizeirtth

relationship with the local municipality as well &s
identify marketing activities that can be applied i
these relationships. Because of the article scope w
will focus on one part of the research - the
relationships of local municipalities and stakeleod
and then we outline how to implement relationship
marketing.

The empirical research was carried out by the niktho
of interview in the form of questionnaire in 10@&b
municipalities of the Slovak Republic. The research
was done during the previous elected period inlloca
municipalities 2010 — 2014. The quotas were a regio
and a size category of local municipality. The
respondents were mayors or their deputies, or the
heads of the municipal authorities.

At the beginning of research, we examined the
awareness of local municipalities in SR in thedfief
relationship marketing. The concept of relationship
marketing was for a large proportion of respondents
unknown term (49%). 51% of respondents are aware
of the concept, and only 44.89% (in absolute te2ths
respondents) of them use the term in work. Theatest
respondents know it, but do not use it (55.11%2%r
respondents).

We researched also the knowledge about content of
relationship marketing. Respondents had the
opportunity to select one of the eight options anty

one option was correct. The correct meaning of the
term, i.e. relationship marketing contains relatitips
with all stakeholders in the community and beyond,
was answered by 68% of respondents. Incorrect
definition was marked by 29% of respondents and 5%
of respondents did not reply. Of the 51 respondents
who are familiar with the concept of relationship
marketing, the proper definition marked 71.43% of
respondents (in absolute values 35 representabives
municipalities). The proportion of representativas
local municipalities, who are familiar with the
concept, and use it, can define correctly the esseh
relationship marketing is 15% of the total sampie o
100 local authorities.

The results of these questionnaire answers poitfieto
fact that representatives of selected municipalitie
Slovakia have a partial knowledge about the new
management approach that is relationship marketing.
Only a minority of them will implement it in real
terms. The reason may be a lack of educational
qualification of local elected representatives.

In defining the stakeholders of local municipaktief
the Slovak Republic and the nature of
relationships of local government with the
stakeholders we followed the theoretical review
(Luka3ova, Bajdak et al., 2009, p. 185). Firsthe w
aimed to identify the relationship between local

the
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municipalites and stakeholders. We examined found that on the basis of our approach we covalled
whether local municipality perceives the selected stakeholders of the local municipality. The
stakeholders as a partner, a partner, but alsgah ri  stakeholders and their relationships with the local
just as rival or non-cooperative subject. Additibna municipality present Graph 1.

we introduced also a category of "not mentionedé. W

Graph 1: Stakeholders of the local municipality the Slovak Republic
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Graph 1 shows that by the respondents the local Municipality does not cooperate in the greatestrext
municipality developed with the researched with colleges and universities (48%), political tpes

stakeholders particularly a partnership, beside the (29%)and media (21%).

relationship with colleges, universities and poditi ~ The Jist of stakeholders defined by theory was
parties. 43% of respondents consider colleges, confirmed fully by the research results. We covered
universities as partners, but 48% of them does not || relevant groups of stakeholders. However, #te r
cooperate with them (1% of respondents perceives of cooperation with some stakeholders is emerging,
them as a partner and rival, 8% of respondentsioid  especially in case of universites and colleges.
provide the type of relations). Political partieeea  Nowadays, when the new ideas and innovations are
perceived as partners by 43% of local governments, the drivers of economic development, it is inevigab
29% of them do not cooperate with them, as partners g development the cooperation between public,
and rivals are they perceived by 12% of respondents private, non-profit sector and universities as aree

15% did not provide any answer. Purely partnership of innovations and higher added value.
is the most dominant in relationships with a gradip

stakeholders - schools, hospitals and other (88%), In researching the relationships of local muniatjes
with the church (87%), with the employment offices We continued by assessing their importance and
(86%), with the citizens and financial institutions quality. The importance indicates the desired |®fel
(85%). Stakeholders as rivals are perceived byl loca relationships and quality of relationships gives a
municipality minimally (5% in the case of the media realistic level of relations on a scale of 1 to WBere
financial institutions 2%, 1% of entrepreneurs,eoth 1 meant the least important relationship, respeltiv
entities, non-profit organizations, associatiorfices the least quality and 10 most important, respeigtive
of state administration, employment offices, best quality of relationship. The comparison ofsthe
representatives and  political  parties). Local two studied aspects presents the graph 2.
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Graph 2: Importance and quality of stakeholder’slationships with local municipality
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Graph 2 shows the order of relationship importance  schools;  municipalities, employment  offices,

the local municipalities of SR as follows: citizens organizational associations in sports and cultstege
office employees; representatives; other administration offices, church, financial instituris,

municipalities; other entities - hospitals, schpols businesses, non-profit organizations in the social

employment offices; state administration offices; sphere, media, political parties, colleges, unitiess

entrepreneurs; organizational associations in sport The comparison of quality and importance of
and culture; church; financial institutions; norofir relationships with stakeholders signalises the tgrea

organizations in the social field; political pasieghe  gijfferences in the potential and real state of afrt

media; colleges and universities. In terms of dyali  relationships. The differences are the most dontinan
l.e. the real situation in the relationships in tbeal in the relationships with citizens, employees and

municipalities of the Slovak Republic, the order of ejected representatives. The interrelationship &etw

stakeholders is following: office employees, cifige  the quality and importance of relationships in Itheal
representatives, other organizations - hospitals, mynicipality presents picture 1.

Picture 1: The interrelationship between the qualitand importance of relationships in the local
municipality
Local municipality builds the relationships with

citizens
Importance of
relationships

Quality of
relationships

offfice employees,
elected representatives

other municipalities, businesses, other entities establishedbbglagovernment, political parties, financial
institutions, church, organizational associations, non-profitnizgtions, offices of the state administration,
employment offices, media, universities aralleges

Source: own processingbased on primary researahitses
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In Picture 1, we see that the key stakeholder is a and there are usually regular public sessions for

citizen for local municipality. Within the relatiship
marketing is a dominant tool to the citizens mariget
communication, which task is to provide information
to citizens but also to mobilize them and to ineolv
them participate in public affairs. To the most
frequently used marketing communication activities
we include event's organisation by local
municipalities (e. g. Open day, St. Nicholas for
children), organization of sporting and culturagéets,
presenting information on notice boards, websites o
municipalities, informal personal communication
(Petrikova, 2012).

The next steps after the identification of stakdbod

is to build a database of all relevant stakeholdeétis
detail information that are necessary to build
relationships  systematically. The relationship
marketing highlights the importance of databases,
especially as a tool used to collect data, analysm
and suitably use to satisfy the needs of stakehalde
Databases of the stakeholders is in the Slovak loca
municipalities insufficiently addressed. There &xs
central register of citizens, the local municipast

keep their own registers, but the operation systems communication,

which work with data about citizens or other
stakeholders are poorly connected and inflexible. A
similar situation exists in the field of e-goverrmme
and the provision of electronic services. For saver
years, the central government presented its imesiti
which should support the development of e-
government and mutual interconnection of registers,
but the situation has not changed significantly, by
other words, just first steps in the long implenagion
process were done.

3. How to strength the development of
relationships with stakeholders?

First of all, the local municipalities should usk a
legal available tools that involve the stakeholdets

strategic plan monitoring and evaluation. An ideal
model of collaborative planning is one in which
stakeholders representing the differing interestetm
for face-to-face dialogue, and collectively workt @u
strategy to address a shared problem (Innes, Gruber
2008).

In relationships to staff and elected local
representatives local municipality should implement
in terms of the relationship marketing theory tbels

of internal marketing. Internal marketing is corsid

to be an important tool of employee’s managemént. |
is used partially and not conceptually worked out i
local governments. Internal marketing focuses on
development of communication, responsibility and
putting through of united objectives. The basiktias

to build awareness of internal and external custeme

and to remove functional barriers of effective
organization creation (Michalova, 2004). Local
municipalities should create through internal

marketing the relations with their employees and
elected representatives, as primary customerscaf lo
government. It is necessary to implement the perfec
education of employees and
improvement of provided services oriented on
individual approach to customer. Quality of intdrna
structure of organization and quality of municipal
management are important aspects as well. Intent of
internal marketing is not only to communicate uisio
mission and objectives of organization to all bedie
and organizations of local government, but also to
motivate employees to try to achieve and identifhw
them and so gradually build and constantly stresrgth
loyalty of employees. Result of internal marketing
public administration should be an employee who
ready responds in contact with customer and diagnos
him. He/she is a specialist in his/her field, ideatm
solve concrete situation, to understand customer’s
problems, is communicable, creative and capable and
cares for own visage. (Petrikova, Sykorové; 2011).

In relationships to other stakeholders, local

the municipal activities. More and more popular are municipality uses as a dominant instrument - formal
various participative forms of decision making in  and informal marketing communication. With respect
public affairs. A good example is a participatory to specifics of stakeholders, e.g. non-profit
budgeting, where the stakeholders decide about thegrganizations, sports clubs, cultural institutions,
use of public funds The citizens can create thein 0 support local businesses, the local municipality ca
projects to develop city/town in which they livautb 3150 use a price as a tool of relationship buildiihg

also can independently decide which projects vell b can include the lower rates for local taxes, more
actually funded (e.g. in Banska Bystrica). The othe fayourable rent for premises. As well as in the
example is a participative planning (or collabamti  re|ationships with citizens we see the possibitify

planning), an approach based on involving of developing relationships in the effective use of
stakeholders to the strategic planning process fh@m  gatabases, their utilization in the process of
starting point to the final stage of reaching cosss. stakeholder involving in the activites of local

The participation at the planning process should mynicipality and in the public affairs, but thistiaity
contribute to inform, validate and legitimize thiam is not in hands of municipality, but is strongly

Throughout its implementation the community should nfluenced by the priorities of national government
be informed about the degree of plan implementation
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Conclusions gap in quality and importance of these relationship
for the local municipality.

Relationship marketing has developed in the private The most important stakeholders are citizens. That
sector as a consequence of progress in newWhy the core of the relationship activities is atel
technologies and techniques, increasing the claims ©n them. In practice, it includes mainly the vagou
customer and other relevant stakeholders. Gradually forms of communications. In relationships with the
there have appeared the possibilities to implement €mployees and other elected deputies the local

relationship marketing in the public sector inchgli ~ Municipality represented by mayor should implement
local municipalities. the tools of internal marketing. The relationshipth

other stakeholders should be strengthening relgvant
following the specifics of stakeholders and impoc&a
for the local municipality (e. g. the reduced taxes
reduced fees for renting premises). However, glgbal
we see a great gap in the utilization of databases
core of relationship marketing and development of
electronic services.

Relationship marketing in Slovak local municip&ii

is relatively unknown and the representatives oélo
governments do not realise the benefits and tatks o
relationship marketing in managing territories. The
basis of relationship marketing is to define the
stakeholders; with whose the municipality should
develop the relations. We can confirm that the
composition of stakeholders of local municipalities
based on the theoretical knowledge and empirical The paper was published by the support of research
researches are the same. But there appears thte grea project KEGA n. 007UMB — 4/2015 Marketing in

regional and local development.
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