
GUIDING PRINCIPLES 
OF IR FOR SMEs

MODULE 3 – Part 2



Strategic focus and future orientation (HRSW)

AGENDA

❑ Mission, vision and values

❑ Strategic pillars and strategic objectives

❑ Measurement of strategic objectives achievement

❑ Impact of value creation actions on strategic objectives

Stakeholder relationships (WUEB)

❑ Stakeholder identification and mapping

❑ Presentation of stakeholder profile

❑ Stakeholder engagement

❑ Stakeholder expectations

❑ Enterprise response to stakeholder expectations

❑ Quality of stakeholder relationships

Materiality (HRSW)

❑ Materiality definition in integrated reporting

❑ Identification, quantification, prioritization and 

reporting of materiality issues

❑ Materiality assessment process and materiality matrix

❑ Materiality issues and their implications for value creation



Connectivity (HRSW)

AGENDA

Glossary

Bibliography

❑ Definition of connectivity*

❑ Connectivity between the content elements of  an integrated report

❑ Connectivity between the financial and non-financial 
information (qualitative and quantitative data)

❑ Connectivity between the past, present and future figures

The other IR guiding principles – How to make your 

integrated report useful and transparent ? (HRSW)

❑ Conciseness

❑ Reliability and completeness

❑ Consistency and comparability

Test questions

* Please do not forget to mention here about connectivity between Capitals. It will be linked with the information included in the part related to Six Capitals)

❑ Connectivity between information in different 
communication channels (reports, social media, websites)



Stakeholder 
identification 
and mapping

STAKEHOLDER RELATIONSHIPS



Over the last six decades, multiple definitions or approaches focusing on stakeholders’ importance, roles, rights, and

impacts on organizations have been formulated. The major challenge faced in all those attempts was to develop a

statement that could determine interest groups in a uniform and coherent way, regardless of the organization’s form, areas

of operation, size etc.

The first important definition was published in the Stanford Memo (1963) and described stakeholders as "those groups

without whose support the organization would cease to exist". Such a perception of the stakeholders’ role can protect

SMEs from a possible organizational crisis.

It should be noticed that SMEs face higher barriers to their survival and growth in critical situations than a larger business,

therefore stakeholders’ involvement plays a vital role in securing the resources needed for an enterprise to survive

(Manzaneque-Lizano et al. (2019).



Who are stakeholders?

Stakeholders are 
individuals, 
groups or 
organisations
who provide your 
company with 
critical resources 
and expect their 
interests to be 
satisfied.

Stakeholders’ opinions are crucial for business activity. Their engagement can lead to more sustainable social development by giving those who have a right to be heard the opportunity to be considered in decision-making 

processes in a company. The other advantage is access to resources (i.e. knowledge, people, money and technology) that helps solve problems and reach objectives that single organizations cannot reach



1) Examine the 

contact list and 

screen the external 

environment

2) Determine 

stakeholders' influence 

on/dependence on (your 

company)

3) Recognise 

stakeholders' needs and 

expectations

How to identify and map stakeholders?

Follow 3-steps 

identification 

process

By documenting vital information about stakeholders, they may be effectively categorized and prioritized. This process is called stakeholder mapping, which means that an enterprise

assigns stakeholders to the clusters of a matrix considering their power (or influence) versus their interest (or importance) (See stakeholder matrix in IR Guide for SMEs).



Presentation 
of stakeholder 
profile

STAKEHOLDER RELATIONSHIPS



Definitive 

Stakeholder

Dominant 

Stakeholder

Dormant 

Stakeholder

Discretionary 

Stakeholder
Dangerous 

Stakeholder

Dependent 

Stakeholder

Demanding 

Stakeholder

LEGITIMACY
POWER

URGENCY

The IR Guide for SMEs specifies three useful criteria, including: power, urgency and legitimacy to 

profile stakeholders.

Source: Mitchell et al. (1997) 

Definitive stakeholders: Those who require 

most attention

Dominant stakeholders: Those whose needs 

should be considered in decision-making

Dependent stakeholders: Those who rely on your 

company

Dangerous stakeholders: Those who pose a threat to a

company

Dormant stakeholders: Those who do not require an 

immediate attention 

Discretionary stakeholders: Those who receive 

philanthropy from your company

Demanding stakeholders: Those who need and 

immediate attention 



Please link the following explanations to the terms on the picture

Power has to do with the extent to which stakeholders have access to important physical, financial or intangible resources. 

Urgency exemplifies the degree to which stakeholder claims call for immediate attention. 

Legitimacy demonstrates the authority of stakeholders based on social acceptance 

Definitive and dominant stakeholders are the most important groups. In SMEs, definitive stakeholders comprise clients, 

employees and owners (or shareholders). This group constitutes a resource base of an enterprise whereas dominant 

stakeholders, including suppliers, subcontractors (creditors), business partners and local authorities, build industry or 

political structure. The other stakeholders belong to social, environmental or economic spheres. They may have an indirect 

impact on the business activity of SMEs only. However, their voice cannot be underestimated.



Stakeholder 
engagement

STAKEHOLDER RELATIONSHIPS



Once stakeholders have been successfully mapped, they should be effectively engaged in an organization’s activities. On

the one hand, SMEs are supposed to involve stakeholders in identifying and understanding material issues. On the other

hand, stakeholders may expect SMEs to explain and report their decisions, actions, and performance. The roles of

managers in this process are to define engagement levels and methods.

Stakeholder engagement should build shared values, maintain long-term sustainable wealth, and minimize business risks

(Post et al., 2002; Mutezo, 2013). By engaging key stakeholders, SMEs may recognize their specific needs and interests. It

will improve the overall performance, increase knowledge, build social and relationship capital and give SMEs a license to

operate (AA1000 SES 2015). The other purposes of stakeholder engagement are networking, sharing ideas and best

practices, harnessing others energies and resources, understanding community perceptions and setting more open

communication channels.



Stakeholder engagement methods

Level Purpose Communication character Engagement methods

INFORM
SME informs or educates 

stakeholders

One-way: SME to stakeholder, 

there is no invitation to reply

Bulletins, brochures, reports and 

websites, press releases.

CONSULT

SME obtains information and 

feedback from stakeholders 

to inform decisions made 

internally.

Limited two-way: SME asks 

questions and stakeholders give 

answers.

Surveys, focus groups, workplace 

assessments, one-to-one meetings, 

workshops, on-line feedback and 

discussion.

INVOLVE

SME works directly with 

stakeholders to ensure that 

their concerns are fully 

understood and considered 

in decision-making.

Two-way, or multi-way: 

Communication takes place on 

both sides of SME and 

stakeholders.

Multi-stakeholder forums, advisory 

panels, participatory decision-

making processes.

COLLABORATE

SME partners with or 

convenes a network of 

stakeholders to develop 

mutually agreed solutions 

and joint plan of action.

Two-way, or multi-way: between 

Communication, negotiation, and 

decision making on both sides of 

SME and stakeholders.  Working 

together to take action.

Joint projects, voluntary two-party 

or multi-stakeholder initiatives, 

partnerships.

Stakeholder engagement methods are based on one-way, two-way or multi-way communication. One-way communication provides stakeholders with transparency, demonstrates a

willingness to share lessons learned and validates that SME works to meet commitments. Two-way or multi-way interactions focus on mutual learning and improved decision-making as

well as create opportunities to incorporate relevant stakeholder per.spectives (BSR, 2017, p. 10)



Stakeholder expectations

STAKEHOLDER RELATIONSHIPS



Customers

• safe and responsibly sourced 

products 

• reliable and affordable services 

• timeous resolution of complaints 

and issues 

• cost-effective, convenient and 

innovative financial services

• system reliability and ability to 

transact through their chosen 

platform 

Employees

• employment and job security

• fair remuneration

• reward for performance

• flexible work environment

• a non-discriminatory and safe work 

environment 

• diversity and inclusion

• training, development and career 

opportunities

• employee health, safety, and wellbeing

Shareholders

• long-term sustainable returns on 

investments

• strong corporate governance 

• sound management of economic, 

social, and environmental risk

• stabilization of debt levels

• transparent executive remuneration

• stable dividend policy

• a relationship of trust and transparency 



Communities

• community involvement

• contribution to economic 

growth and social 

development

• job creation and 

business opportunities

• affordable products and 

services

• access to communication

• sustainability of business

• ethical, honest and open 

engagement on issues of 

mutual interest. 

Governments 
& Regulators

• legislation and regulation 

adherence

• contribution towards 

inclusive economic 

growth

• protecting consumer 

interests on service 

quality, costs and privacy

• contribution to the tax 

base

• energy management and 

climate change

Media

• being informed of key 

activities and offerings

• responsiveness 

• relationship of trust 

• educating the public

• transparency on 

performance

Suppliers

• fair and ethical sourcing

• timely payment and 

favorable terms

• adherence to payment 

terms 

• fair opportunities and 

negotiation processes

• supplier and enterprise 

development

• partnering on 

environmental solutions

• supplier/product 

innovation



Enterprise 
response to 
stakeholder 
expectations

STAKEHOLDER RELATIONSHIPS



Response reflects how a company
creates value for stakeholders.

NEEDS

CONCERNS

EXPECTATIONS

STAKEHOLDER
BENEFICIARIES

Building strong relationships and offering loyalty programs.

Ensuring high quality products with excellent service.

Providing training to develop more specialized employees.

Offering wellness services and health and safety assistance.

Assisting suppliers in contribution positively to the environment.

Supporting local suppliers, thereby inspiring inclusive growth 
for all.

Ensuring adequate funding to meet financial obligations and 
business objectives.

Implementing a range of cash generation and preservation 
initiatives.

CUSTOMERS

EMPLOYEES

SUPPLIERS

SHAREHOLDERS



Quality of 
stakeholder 
relationships

STAKEHOLDER RELATIONSHIPS



How to assess the quality of stakeholder relationships?

Strong relationship of trust and mutual understanding

Good quality, value-adding relationship

Good relationship but needs to improve to add value

Functional, poor-quality relationship

Poor to no relationship

Source: Based on: Truworths, Integrated Report 2020, p. 24

SME may apply a five-point internal rating scale for the assessment 

of the stakeholder relationship quality.



Rationale for engaging: As the buyers of merchandise, customers 

are the primary source of revenue for Truworths. Engagement 

covers all account and cash customers in South Africa and the 

rest of Africa. Store management and employees, call centre and 

customer relations employees are the main contacts with

customers. Engagement occurs informally in stores, formally 

through call centres as well as through social media platforms 
such as Facebook.

CUSTOMERS

Rationale for engaging: Employees provide their talent and skills to 

ensure the business operates in an efficient and sustainable manner. 

Engagement includes all full-time and flexi-time employees, with line 

management being the key point of engagement, supported by the 

Human Resources Division. Employee engagement occurs through 

formal communication and surveys issued by the business, formal 

and informal training, personal interaction with line management, the 

online platform to engage directly with the CEO, through in-house 

presentations covering various topics such as business performance, 

as well as through the WhatsApp communication channels set up 
before the national lockdown in March 2020.

EMPLOYEES

Rationale for engaging: Suppliers are the providers of

merchandise and other goods and services to Truworths. This 

includes local and international product manufacturers as well as 

landlords. The primary sources of contact are executives, 

merchandise buyers and management. Engagement occurs 

formally and informally through supplier assessments,

merchandise design and order negotiations, account 
management interaction and supplier development discussions.

SUPPLIERSGood quality, value-adding relationship 

Good relationship 
but needs to improve to add value 

Rationale for engaging: Regulators are the custodians of

legislative and regulatory compliance and providers of licences to 

trade. This includes government departments, regulatory bodies 

and local authorities, with the engagement being managed by 

the executive directors and finance, legal and account risk 

executives. Engagement occurs through regulatory filings and 

submissions, formal and informal discussions regarding key 
issues, and through the NCRF.

REGULATORS

Source: Based on: Truworths, Integrated Report 2020, p. 25

Rationale for engagement and assessment of stakeholder relationship – a case of Truworths



Test questions



Q1. Non-governmental organizations

(NGOs) belongs to:

A. definitive stakeholders

B. discretionary stakeholders

C. dormant stakeholders

D. demanding stakeholders



Q2. Choose the proper methods related to 

the „CONSULT” engagement level.

A. joint projects, multi-stakeholder 

initiatives, partnerships

B. advisory panels, participatory 

decision-making processes

C. bulletins, brochures, reports and 

websites

D. surveys, focus groups, one-to-one 

meetings, workshops



GLOSSARY

Stakeholders – individuals, groups or organisations who provide your company with critical resources and 

expect their interests to be satisfied.

Stakeholder engagement – a company’s efforts to understand and involve stakeholders and their 

concerns in its activities and decision-making processes.

Stakeholder identification – the process of recognition, analysis and selection of those stakeholders with a 

high or moderate influence and dependence on a company.

Stakeholder mapping – the process of stakeholder categorization and prioritisation

Stakeholder relationship – interrelations between a company and its stakeholders that may be based on 

partnerships, collaboration or participatory decision-making processes.
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