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The question ‘what material topics are identified
by different stakeholder groups?’ is a critical one,
both for reporters and report users. To contribute to
this discussion, GRI launched the results of its first
research into material topics by sector in May 2013,
in the publication

The current research publication is an indirect
continuation of this. It aims to help companies
understand better how different stakeholders — namely
investors — approach materiality.

In the research two sectors are analyzed in detail:
Technology Hardware & Equipment and Banks &
Diverse Financials. GRI and RobecoSAM worked
together to research these two sectors, collating
the views expressed in GRI reports with the investor
perspective. The aim of the research is to learn more
about the identification of material topics by sector
by examining existing GRI sustainability reports and
RobecoSAM’s materiality framework, and to examine
the differences — if any — between what reporters and
investors consider material.

GRI researched sustainability reports published in
2013 by organizations in the Technology Hardware &
Equipment and Banks & Diverse Financials sectors.
The data was sourced from GRI’s Sustainability
Disclosure Database, which was searched against the
following criteria: the report was published in 2013;
the report was based on the GRI Guidelines; the report
was accessible or downloadable online; and the report
was available in English. Information collected from
the reports included basic organizational information,

report title, version of the GRI Guidelines used,
Application Level (G3/G3.1) or ‘in accordance’ option,
and whether the report was externally assured.

74 reports from the Technology Hardware & Equipment
sector were identified; after filtering according to
the predefined research criteria, a final sample of 39
reports was analyzed. 335 reports from the Banks &
Diverse Financials sector were identified; after filtering
according to the predefined research criteria, a final
sample of 94 reports was analyzed.

Technology Hardware & Equipment sector

The majority (64%) of reports in the sample included
a list of material Aspects or other topics. 95% included
a description of the stakeholder engagement process.
Almost all the reports (97%) that contained a list of
material topics also included a description of the process
used to define material Aspects and other topics.

The sample reports included 391 topics in total. Of
these topics, 269 fell into the GRI Categories and
sub-Categories, and 122 were classified as other
sustainability topics. 28% of the topics fell into
GRI’s Environmental Category. The GRI sub-Category
Labor Practices and Decent Work was the second
most reported Category (19%), and Society was the
third (9%). The most frequently reported GRI Aspect
was Emissions, Effluents, and Waste. The Aspects
Products and Services, and Training and Education
were also mentioned in most reports. The most
frequently reported of the topics that did not fall into
a GRI Category or Aspect was supply chain; the second
was ethics. Innovation was also mentioned frequently.



Banks & Diverse Financials sector

Around half (48%) of the reports included a list of
material Aspects or other sustainability topics. 98%
of these included a description of the stakeholder
engagement process, and the same percentage
included a description of the process used to define
material Aspects and other sustainability topics.

In total, 896 topics were identified in the sample
reports. Of these, 634 topics fell into the GRI
Categories and sub-Categories, and 262 were
classified as other sustainability topics. 19% of the
topics fell into the Labor Practices and Decent Work
sub-Category. The second most reported sub-Category
was Society (13%) and the third was Product
Responsibility (11%). The most frequently reported
Aspect was Community (Local Communities in G3.1).
Training and Education, and Product and Service
Labeling were also mentioned in most reports. The
Financial Services Sector Supplement-specific Aspect
Product Portfolio was the fourth most reported Aspect.
The most frequently reported of the topics that did
not fall into a GRI Category or Aspect were risk
management and transparency. Brand, reputation and
culture, responsible banking, innovation, supply chain,
and public relations were also mentioned frequently.

In order to consider the investor approach to the
financial materiality of sustainability, RobecoSAM
provided insights into their materiality analysis of the
two sectors. This approach followed an evaluation of
what are considered the most important sustainability
factors for integrating sustainability into the investment
process. RobecoSAM’s methodology assured a consistent
approach to identifying financially material long-term
intangible factors for the 59 different industries analyzed
for the Dow Jones Sustainability Index assessment
(based on the RobecoSAM GICS sectors).

Material factors were identified by pursing both a top
down approach, which starts from general long-term
trends with an impact on industry value drivers, and a
bottom up approach, which considers common issues
within an industry that have an impact on long-term
company value. These two approaches should lead to
the same result. Once the most important long-term
intangible factors were identified in the first step, they

were prioritized in the second step. For each industry,
the factors were prioritized according to their expected
magnitude (degree of impact) and the likelihood of
their impact (probability and timing of impact) on
growth, profitability, capital efficiency and risk.This
two-dimensional evaluation resulted in a materiality
matrix for each industry, which maps the relative
importance of each material factor against the others,
and provides a visualization of the most important
factors for each industry.

LONG-TERM INTANGIBLE FACTORS

QUESTIONS TD ASK FOR EVERY FINANCIALLY
MATERIAL FACTOR:

WHY |5 THE FACTOR IMPORTANT TO THE
INDUSTRY?

WHAT I5THE CONNECTION TO THE
COMPANY VALLE DRIVER?

WHAT ARE THE INTERESTIMG EXAMPLEST
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Technology Hardware & Equipment sector

13 financially material sustainability issues were identified
and prioritized. The four most important factors were
Innovation Management, Supply Chain Management,
Corporate Governance and Human Capital Management.
The sector-specific factors identified were Environmental
Enabling, Privacy Protection and Data Security, and
Digital Inclusion / Social Enabling.

TECHNOLDGY HARDWARE AND EQUIFMENT

Corporats Imnevtion
Grvarnanos Managemant
. . ® L]
: Supply Chain
Managmant
Produd Ervironmental
Stewardship Enabling
s o @ ]
Envircnmental Human Capital
Mama g L] Mars g L]
Digital nclusion’  Cusitomer Relationihip
Soclsl Enabling Managensent
8 e @

Buishness Tax Privacy Protection and
Ethies  Stratagy Data Seourlty

Leng-term At &
Liability Managemeni

LIKELIHOOD OF IMPACT

) I ) | I ) N

1 I | ) | |

DEGREE OF IMPACT HIGH

r



Banks & Diverse Financials sector

Eight financially material sustainability issues were
identified and prioritized. The four most important
factors were Risk Management, Corporate Governance,
Human Capital Management, and Business Ethics.
The sector-specific factors identified were Financial
Inclusion and Emerging Markets Growth, and ESG
Investment Integration.

BANKS AND DIVERSE FINANCIALS
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Does materiality mean the same thing to investors
as it does to other stakeholders? Encouragingly, the
research reveals an overall high degree of overlap
between the topics considered material by reporting
organizations, and those considered material by
investors.

Overlap of material topics identified by reporters
and investors is clear in the Technology Hardware &
Equipment sector. The most material topics were supply
chain management, innovation, and environmental
management, including the management of emissions,
effluents and waste. While corporate governance was
important to reporters, it did not rank as highly as it did
for investors. Conversely, while reporters considered
business ethics to be material, investors ranked it
at the lower end of their 13 material topics. Sector-
specific material topics were agreed to be innovation,
digital inclusion, and data security.

In the Banks & Diverse Financials sector, the overlap
of material topics was also evident, though perhaps
less obvious due to differences in terminology. Both
reporters and investors identified risk management
and corporate governance among the most material
topics. Overlaps were also observed with human
capital management (which reporters called training
and education), employment, diversity and equal
opportunity. Sector-specific material topics identified
were financial inclusion (which for reporters is covered
by the Aspect Community (Local Communities in G3.1)),
and ESG investment integration (which for reporters is
covered by the Financial Services Sector Supplement
Aspect Product Portfolio).

Interviews conducted with three companies as part of
the research revealed an alignment with the findings
in both sectors.

The results of this research by GRI and RobecoSAM
underscore the key benefits that conducting an
analysis can bring to the strength of a company’s
sustainability reporting. Not only does analysis bring
focus to the areas of greatest relevance, but it can also
help a company to orient its resources toward the areas
of its sustainability strategy that will have the greatest
impact both internally and externally. By undertaking
a materiality analysis that considers the degree of a
company’s impact by taking into account both internal
and external stakeholder views, companies can identify
those topics on which to report, doing so in a way that
will also be relevant to their shareholders.
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