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Materiality 

principle

An integrated report should disclose information 

about matters that substantively affect the 

organization’s ability to create value over the 

short, medium and long term.

IIRC, 2021, p. 29



Relevance and materiality
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Materiality determination process
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Format of materiality matrix
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Material issues and their impact on value creation

Clustering

of issues

Materiality

triangle

Stakeholders Shareholders Society

− Quality for customers

− Satisfaction of customers 

− Skilled employees

− Satisfaction of employees

− New technology

− ….

− Market position

− Change in financial figures

− …

− Environment friendly goods

− Transparency

− Good social relations

− Compliance

− ….

Financial aspects

Operational aspects

(product/ supply chain)
Soci(et)al aspects

(Business environment)

VALUE

Benefits

Assessment

(analysis for clarity)

Improvement

(measures)

− Understand value creation in all areas

− Analyse business risks and opportunities

− Performance measurement in all areas

(shareholder/ stakeholder/ society)

− …

− Better resource allocation

− Better match expectations of stakeholders 

(e.g. sustainability)

− Better satisfy stakeholder demands

− ...



All material issues can be clustered how they affect the company's value creation by the already mentioned three dimensions shareholder, stakeholders, and 

society, so that issue lists are available. Generally, materiality supports the value idea as these three clusters can be related to the areas of the company: 

financial issues (-> shareholders), operational aspects as issues of product and of the total supply chain (-> stakeholders) and soci(et)al aspects of the 

business environment (-> society). The question can be posed whether the effort and time invested in the materiality analysis are worth the outcome. The 

answer is yes. Even if the list of prioritized issues under management is small, the analysis provides a huge value-added. After this analysis, you understand 

your company and the value creation approach better, know potential risks and see upcoming opportunities, which helps you understanding. This 

information can be used for improvements, increasing the utility inside and outside the company. 

The first “simple” form of a materiality matrix is a table with two dimensions: all material issues are checked whether they affect stakeholders so that finally 

the material issues for each stakeholder group can be easily identified. But there is no statement about the importance of the issues’ materiality (except the 

issues being material).

The second “advanced” method is more complex. It is based on two dimensions: impact on business and importance of the issue. All issues are rated in these 

two dimensions and are placed (see Issue I1) inside the matrix. Issues which should receive critical treatment are shown in the importance and high impact 

corner (here: top on the right sight, visualised by the orange triangle) and can be easily identified.

A multi-step process identifies the material issues. In a first step, all the relevant issues are identified and assessed with regard to their materiality. Matters 

that are classified as “not material” are excluded from further analysis. The “material” issues are prioritised by the importance for the company, so that a 

ranking of material issues is created. Management decides which topics are under control to be measured and managed. This process is executed regularly 

as the prioritization might change over time.

One open question is how to identify the important issues of the company. This can be implemented with the support of the company’s stakeholders in a 

materiality survey. The outcome of the company’s analysis (list of relevant issues) is sent to the stakeholder requesting rating and feedback. Based on the 

stakeholders’ responses, the management can create a matrix that visualizes the material issues.

Materiality is related to relevant matters/issues that have or can impact the ability to create value. Many issues influence the business activity, but only some 

of them have to be analyzed more deeply because they impact the value creation process. These issues are classified to be material. Materiality comprises 

two dimensions: internal and external, also called the double-materiality approach. Some events are classified as important by the management (e.g., 

operational issues) but rarely directly affect the external stakeholders (i.e., society). However, some of the company’s actions may deteriorate the eco-

environment but have a negligible impact on the company’s  short-term business figures. These two dimensions have to be taken into account when 

analysing materiality. 



The example of 
how Sappi 
determines 
materiality

IIRC, 2020, Integrated report, p. 68



This example presents how Sappi 

company discloses its material issues. 

Firstly, the company starts with 

clarification why that particular issue 

is material. Then, the material issue is 

linked to the other aspects of the 

company’s business, which reflects 

compliance with the connectivity 

principle.

The integrated report presents 

linkage of the material issue to SDGs 

(Sustainable Development Goals), 

risks, strategic fundamentals, and 

global forces shaping Thrive25 

strategy.

The company also addresses the key 

developments in the current year 

concerning the said material issue.

IIRC, 2020, Integrated report, p. 75



Test questions



Q1. Indicate the correct statements:

A. All relevant issues are material. 

B. All material issues can be managed by 

the company. 

C. Stakeholders do not participate in the 

materiality determination process.

D. In "complex materiality matrix" issues 

are sorted by importance and impact 

on business.



GLOSSARY

• Materiality – It is a specific feature of an issue that confirms that it is material 

because it may substantively affect the organization’s ability to create value 

in the short, medium or long term.

• Materiality matrix – It is a tool that helps visualize the findings of a materiality 

assessment.

• Materiality determination process – It is a multi-step process that leads to the 

identification of material issues which substantively affect the organization’s 

ability to create value over the short, medium and long term. 
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