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Materiality Assessment
Valuing Non‐Financial Performance
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Defining materiality
The view of ‘standard setters’
What companies report
Views of CR and CSR experts
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DIFFERENTIATE WHAT IS MATERIAL
FROM ‘THE NOISE’

“Material issues are those things that
could make a major difference to an
organisation’s performance”
AccountAbility

WHAT IS MATERIALITY IS ABOUT

Material = important, relevant,
significant, weighty, essential
Where it comes from
 Long track record in the financial community & accounting circles
 A “material issue” is commonly understood in the financial industry
as a factor that can have a significant financial impact on an
organisation
 These issues thus need to be disclosed to shareholders and
addressed within the strategic planning process
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MATERIALITY ASSESSMENT
Materiality analysis allows us to take a close and considered look at
the issues that are of the highest concern to our stakeholders and
that could significantly affect our Company's ability to execute its
business strategy.
Horizon Scanning + Impact Assessment

Aim: to develop strategies at an early stage to
address potential new risks and opportunities
5

CSR / ESG
Reporting

Materiality
Assessment

Strategic
Management
Reputation
Management
and Issues
Management
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Creating shared value by identifying shared priorities
A strategic imperative: the materiality analysis assists companies in identifying and
prioritizing key issues and helps the company determine how best to allocate resources in
strategic planning and program implementation
HIGH

EXTERNAL RELEVANCE

Stake‐
holder
feed‐
back

Shared Concerns

LOW

INTERNAL RELEVANCE

HIGH

Internal consultation &
Business Assessment

THE VIEW OF STANDARD SETTERS
• GRI defines materiality as:
“Opportunities and risks which are most
important to stakeholders, the economy,
environment, and society, or the reporting
organization, and therefore merit particular
focus in a sustainability report.”
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THE VIEW OF STANDARD SETTERS
Standard
name
GRI

Region
Global

Materiality?
Yes, advocate impact assessment and SH decision making
impact

IIRC Pilot
USA
Programme

Yes, materiality identified as a crucial area for which
further guidance is necessary

AA1000
Series

UK

Yes, materiality is a founding principle of the AA1000
Series

SA8000

USA

No, not explicit about materiality

Global

Yes, ISO 26000 recognizes that to be credible, social
responsibility reports should not only be responsive to
stakeholder concerns, but should also address the
“relevant and significant issues” of the
organization, and the document provides some
general guidance on this (clause 7.6.2)

ISO26000

THE VIEW OF STANDARD SETTERS

Materiality is considered a key principle
since the day ESG standards were created.
yet..

a lack of clear guidance on the assessment
process and reporting standards in
materiality.
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GRI’s G3 Guidelines
”The information in a report should cover topics and
indicators that reflect the organisation’s significant

economic, environmental, and social
impacts or that would substantively influence the
assessments and decisions of stakeholders.”

The G3 guidelines require that the report prioritise material topics and
indicators, but recognises that the methods or processes used for assessing
materiality will need to be defined by each organisation.
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WHAT COMPANIES REPORT

Many companies with strong consumer facing products are
actively engaging in materiality conversations with stakeholders
“Key sustainability topics have been identified through
active engagement with our stakeholders then mapped
on the grid in terms of stakeholder concern and
relevance to the company.” – L’OREAL Sustainability
report 2009
“We analyse a wide range of information to
understand the key issues for different groups of
people. We get the information from research,
meetings and surveys” – Sainsbury’s CSR report
2011

EXCERPTS FROM ASSURANCE
REPORTS BY INDEPENDENT
THIRD PARTIES” – Total Society

“Our stakeholder activities range from local projects
through participation in committees and specialist
workshops to comprehensive information programs and
collaboration in international initiatives. Listed below are
examples of our activities with various stakeholder groups
in 2011.” – BAYER Sustainable Development report 2011

and Environment Report 2011
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Case study: HEINEKEN
• Dialogue sessions, partnership with CSR
Europe
• Interviews and online surveys
• Internal expert sessions
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What is the importance / relevance of issues in the eyes of our stakeholders
Example from feedback from our distributors March 2012
health

welfare

Etc.

environmental
responsibility
unemployment

pollution
responsible
drinking

economic
concerns

List of salient issues prioritised by degree of importance
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Relevance of issues to Heineken: Distributors
Alcohol-related harm
Environmental
responsibility*

Level of concern

Higher
concern

Economic impact**
Supply-Chain Management
Pricing***
Education
Diversity
Quality Products
Regulatory strategy
Job Creation
Social Media

Lower
concern

Tax contribution
Innovation
* reduce, reuse, recycle
** through business performance
*** make it more affordable

Question 2 & 3:
[Within those challenges and opportunities you mentioned
or any others] Which [issues] would you say could

or should be addressed by HEINEKEN USA/ a
brewing company?

Frequency of mentions

15

[Size of the font denotes the frequency of mentions]

Relevance of issues to Heineken: All other stakeholders

Responsible drinking
Level of concern

Higher
concern

Environmental responsibility*
Job Creation
Supply-Chain Management
Underage Drinking
Raising awareness in
Alcohol related Harm
Drunk Driving
Economic impact**
Education
Community work
Responsible
Marketing

Lower
concern

Diversity
Quality Products
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* reduce, reuse, recycle
** through business performance
*** make it more affordable

Question 2 & 3:
[Within those challenges and opportunities you mentioned
or any others] Which [issues] would you say could

or should be addressed by HEINEKEN USA/ a
brewing company?

Frequency of mentions

[Size of the font denotes the frequency of mentions]
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MATERIALITY MATRIX

MID
IMPORTA
NCE

LOW
IMPORTA
NCE
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STAKEHOLDER CONCERN

HIGH
IMPORTANCE

Quick wins to enhance
reputation and stakeholder
relationships

High priority issues that
require urgent attention

Low priority issues that may
be de‐prioritised

Consider stakeholder
education and
communications

BUSINESS IMPACT
LOW
IMPACT

HIGH
IMPACT

MID
IMPACT

WHAT COMPANIES REPORT…
…depends on where they are on the ‘Corporate Responsibility
journey’

Corporate
Philanthropy

Embracing globally
respected standard on CSR
reporting (e.g. GRI)
Declaration of code of
Adopt a stakeholder‐
conduct
focused approach and
Addressing some
materiality assessment
environmental, social and
Independent auditor to
governance issues
Intention of adhering and CSR commitment provide validation of the
report
and Strategy
Integrated Reporting
respect policy standards

Charitable donations,
sponsorship and
Employee volunteering
Other activities that
are not integrated with
core business

Emerging CSR
policy

Outline CSR strategy and
CSR
action plan on ESG issues Reporting
through supply chain
management and business
behaviour
Set targets and
assessment criteria on key
CSR activities

Corporate responsibility
and non‐financial material
issues are integrated in the
annual report
Responsibility
programmes part of
strategic objectives and
overall performance
assessed against KPI on
responsibility targets
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Companies on the Corporate Responsibility journey

Corporate
Philanthropy

Companies with some
public exposure
Large infrastructure
and utility companies
Some consumer facing
and retail companies

Many non‐production
and service industries
High tech and IT
industry
Financial industry
Consultancy services

CSR policy

Leaders in consumer
product companies (e.g.
food and beverages,
Leaders in other
production industry
that impact the
environment
Leaders in other
CSR commitment service or retail
and Strategy
Integrated Reporting
industries

Production companies
CSR
that are likely to be
Reporting
subjected to NGO and
public scrutiny
Companies with
production directly
impacting the environment
(e.g. Chemicals, energy,
mining, pharmaceuticals
and healthcare)

Materiality
Assessments

Pioneering companies
with CSR commitment as
part of business strategy
Companies under
public scrutiny in its
behaviour or have gone
through reputation crisis
previously (e.g. Oil & gas,
food and beverages,
banking)

New survey results

VIEWS OF CR AND CSR EXPERTS

20
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Respondent job roles

9%
Other
40 %
Corporate Communications / Public
Affairs / Public Relations
51 %

Corporate Responsibility / Sustainability
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To your knowledge, does your company have a membership or participation in any
of the following CSR related standard setting organisations or listings?

UN Global Compact
FTSE4Good / DJSI or other stock market related…
CSR Europe
Ethical Corporation
International Labour Organization (ILO)
Fairtrade International
Carbon Disclosure Project
0
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‘other’
Business in the Community
Equator Principles
Forest Stewardship Council
Global Impact Investing Network
Global Reporting Initiative
ICC International Chamber of Commerce

Sustainable Agriculture Network
UN Principles for Responsible Investment
UNEP Finance Initiative
US Business Council for Sustainable Development
22
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Does your company produce a sustainability report / CSR report (either as a
separate annual report or integrated with your financial report)?

8%
17 %
Yes
No
Skip
75 %
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Which of the following standards and guidelines do you follow in your
CSR / sustainability reporting?

G3 sustainability reporting guidelines (GRI)
ISO26000
The OECD Guidelines for Multinational Enterprises
AA1000 (AccountAbility)
SA8000 (Social Accountability International)
International Integrated Reporting Council (IIRC)
draft prototype
UN Global Compact
ISAE 3000
0
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Materiality assessment

Do you assess what economic, environmental social issues your key
stakeholders are concerned with?

13 %

11 %
Yes
No
Skip
76 %
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Materiality assessment
How do you assess the importance of issues to your stakeholders?

Our own conversations with individual
stakeholders
Internally run dialogue sessions / focus groups

Independent externally managed interviews
Independent externally managed focus groups /
dialogue sessions
Independent externally managed online survey
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Materiality assessment
Do you conduct any internal prioritisation of economic, environmental and
social issues relevant to your business?

13 %
9%
Yes
No
skip
78 %
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Materiality assessment
What factors do you use to assess the priority of issues to your business?

Impact on reputation
Impact on business performance
Likelihood of development
Degree of certainty
Timing horizon
Other
0
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Materiality assessment
Do you report on the materiality of key issues externally?

30
25

Yes

19 %

20

No

15

Skip

10

22 %

59 %

5
0
In our
sustainability
report

On our
website

Through a
separate
publication
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Creating value by identifying shared priorities
Stakeholder
prioritisation
of issues

Enhanced business
strategies: e.g. issues
management, CSR,
reputation
management

Company
prioritisation
and impact
assessment

New communication
and engagement
platforms, eg.
Materiality matrix in
CSR report

Non-fin intangible assets

Reputation
Trust
More
supportive
stakeholders

Bottom line
performance
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Questions?

www.reputation‐inc.com
31
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