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Improving stakeholder governance

Aligning corporate purpose and the business model

To create long-term sustainable
growth, businesses need to
re-focus on their purpose,
resilience, and operate
regeneratively. Sustainable
business models depend on the
quality of relationships between
a company and its material
stakeholders. It is not an adjunct
to running a successful business,
but an essential element.

Creating, capturing and
protecting value relies on good
relationships with employees,
customers, suppliers, capital
providers, governments and

civil society. We must move
beyond the model of shareholder
primacy to focus on enhancing
value for all.”

PURPOSE

—_—

Company purpose
is operationalized
through the
business model

Why does your
company exist?

WBCSD's research in
collaboration with DNV
highlighted that at board level,
while engaging with stakeholders
is critical, practice is still in its
infancy.’

The purpose of a business is the
core of why a company exists.
Purpose is defined as ‘profitably
solving the problems of people
and planet, and not profiting
from creating problems.? Itis
operationalized through the
business model.

A business model that is not
consistent with a company's
purpose is unlikely to be
sustainable in the long-term for
its stakeholders, and undermines
the viability of the business.

Requires resources
and relationships
as input to the

business model TRANSACTIONS

Tangible activities

that are accounted
for and demonstrate
the relationships

BUSINESS
MODEL

How do you create
and capture value?

RELATIONSHIPS
Information about
the relationships,

and how those

relationships are
managed

Which stakeholder
relationships is the
business model
dependent upon,
what does it
impact?

This self-evaluation has been
developed by WBCSD and DNV
as an output of the research
conducted, which is available
here. Many respondents to the
research requested a simple way
to help assess and improve their
approach.

>

A business needs to recognize
the interconnectedness of

its operations with material
stakeholders in order to
understand the impacts and
dependencies it has on both
nature and society. This is where
stakeholder engagement is
critical.

The value created by an
organisation’s transactions
depend upon the quality

of its relationships with its
material stakeholders. As such,
businesses need to understand
and measure these relationships
and it is vital for the board to take
a leadership role in this process.

QUALITY

How is the
quality of these
relationships
measured and
evaluated?

We have outlined key activities
that the company can consider in

order to improve engagement.

T Freeman, Martin & Parmar (2020). The Power of AND: Responsible Business without Trade-offs, New York: Columbia University Press
2 Professor Colin Mayer, The British Academy — Future of the Corporation, (2021), available at: https:/bit.ly/3DKMTdt
3 WBCSD &DNYV, (2021), Boards and their stakeholders: The state of play, available at: https:/bit.ly/3IGoXSk
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https://www.wbcsd.org/Programs/Redefining-Value/Making-stakeholder-capitalism-actionable/Governance-and-Internal-Oversight/Resources/Boards-and-their-stakeholders-The-state-of-play
https://bit.ly/3DKMTdt

Self-evaluation

The table below presents a simple way for corporate boards and management to understand the extent

to which they are engaged with their material stakeholders and how that engagement supports decision-
making. Companies can assess themselves against three levels (beginning, progressing and leading), and
the framework indicates what companies can do to move towards the next level.

Identify

who your
material
stakeholders
are

Understand
& Engage
with those
that impact
and influence
your business
model

Evaluate

& Embed
those
stakeholder
views and
opinionsin
decision-
making and
other
business
processes

Have you identified
which stakeholder
groups are essential
to value creation that
drive and deliver your
business model?

How well do you
understand the
expectations of and
impacts on your
material stakeholders?

To what extent do

you consult with

your stakeholders to
understand their views
and to ensure good
quality information?

How formalized

is stakeholder
engagement in your
governance systems
and processes?

How well embedded
are stakeholder
discussions into the
board agenda?

Are you confident that
you are getting a fully
representative view

of your stakeholders'
opinions?

Do the views of
stakeholders
materially influence
the board's strategic
long-term decisions?

To what extent

is stakeholder
engagement
integrated into existing
business practices

or decision-making
activities, for example
materiality and

risk management
assessments?

@ BEGINNING

Limited identification of
material stakeholders
and their relationship
to your business
and/or stakeholders
are identified, but

not mapped to your
business model.

Limited understanding
of the needs and
expectations of a limited
number of stakeholders
in relation to your
business.

The board rarely
consult stakeholders to
understand their views,
and no measures in
place to ensure quality
of information.

Informal and ad

hoc stakeholder
engagement with no
existing engagement
plan.

Stakeholders are rarely/
never discussed at
board level, or only
discussed on an ad hoc
basis when major issues
arise.

Limited knowledge

of stakeholders and
their opinion or only a
very limited number of
stakeholders' views are
represented.

Stakeholder views
have limited material
influence on long-term
objectives, planning
and decision-making at
board level.

Stakeholder
engagement is
separate from existing
business activities

and is only used by
those who conduct the
engagement activities.

@ PROGRESSING

Some stakeholders
are mapped to the
business model, or

all stakeholders are
identified but only
partially mapped to the
business model.

Some understanding
of the needs and
expectations of most
stakeholders, or good
understanding of some
stakeholders.

The board is engaged
with or is provided with
reliable information that
may be incomplete on
most stakeholders or at
irregular intervals.

A formalized stakeholder
engagement plan or
approach exists for
some levels of the
governance structure
(from board to site level),
but not all.

There is at least one
formal review of
stakeholder feedback
on ESGissues a year

or occasionally for all
stakeholders or regularly
for some stakeholders.

Good confidence in

understanding of some
stakeholders' opinions,
or some confidence in
the understanding of all
stakeholders' opinions.

Stakeholder views
materially influence
some long-term
objectives, planning
and decision-making at
board level.

The board is
incorporating some
stakeholder views and
opinions into existing
business activities and
boardroom decisions,
including materiality and
risk management.

@ LEADING

All stakeholders are
identified and their
relationships mapped
to relevant parts of the
business model.

Good understanding
of the needs and
expectations of all
stakeholders.

The board is regularly
engaged with or pro-
vided with high-quality
granular information on
material stakeholders.

Stakeholder
engagement and
feedback is formalized
from the board level and
cascades throughout
the organizations for all
material stakeholders.

All material stakeholders'
views and feedback

are included on the
agenda and reviewed

on a regular basis at
relevant board meetings
throughout the year.

The board are confident
in their understanding of
all material stakeholders’
relevant opinions

and that these are
representative of the
stakeholder groups.

Stakeholder views
always materially
influence the
development of long-
term objectives, planning
and decision-making at
board level.

The board is
incorporating all material
stakeholder views

into existing business
practices, including
strategic development,
risk management,
materiality and
opportunity mapping.
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DISCLAIMER

This publication is released in the
name of WBCSD and DNV.

It does not, however, necessarily
mean that every member
company agrees with every
word. This publication has been
prepared for general guidance
on matters of interest only and
does not constitute professional
advice. You should not act

upon the information contained
in this publication without
obtaining specific professional
advice. No representation or
warranty (express or implied)

is given as to the accuracy or
completeness of the information
contained in this publication,
and, to the extent permitted

by law, WBCSD, its members,
employees and agents, and DNV
do not accept or assume any
liability, responsibility or duty of
care for any consequences of
you or anyone else acting, or
refraining to act, in reliance on
the information contained in this.

GORDON AND BETTY

MOORE

FOUNDATION

This work was funded by the
Gordon and Betty Moore
Foundation's Conservation and
Markets Initiative.

For more information, please visit
WWW.MOoOore.org

ABOUT DNV

DNV is an independent
assurance and risk management
provider, operating in more than
100 countries. Through its broad
experience and deep expertise,
DNV advances safety and
sustainable performance, sets
industry standards, and inspires
and invents solutions.

DNV is one of the world's leading
certification, assurance and

risk management providers.

We are committed to support
our customers to transition

and realize their long term
strategic goals sustainably,
collectively contributing to the
UN Sustainable Development
Goals. Whether certifying a
company's management system
or products, providing training,
or assessing supply chains,

and digital assets, we enable
customers and stakeholders

to make critical decisions with
confidence.

www.dnv.com

ABOUT WBCSD

WBCSD is the premier global,
CEO-led community of over

200 of the world's leading
sustainable businesses working
collectively to accelerate the
system transformations needed
for a net zero, nature positive,

and more equitable future. We do
this by engaging executives and
sustainability leaders from business
and elsewhere to share practical
insights on the obstacles and
opportunities we currently face

in tackling the integrated climate,
nature and inequality sustainability
challenge; by co-developing “how-
to" CEO-guides from these insights;
by providing science-based target
guidance including standards

and protocols; and by developing
tools and platforms to help leading
businesses in sustainability drive
integrated actions to tackle climate,
nature and inequality challenges
across sectors and geographical
regions.

Our member companies come
from all business sectors and all
major economies, representing a
combined revenue of more than
USD $8.5 trillion and 19 million
employees. Our global network

of almost 70 national business
councils gives our members
unparalleled reach across the
globe. Since 1995, WBCSD has
been uniquely positioned to work
with member companies along
and across value chains to deliver
impactful business solutions to

the most challenging sustainability
issues. Together, we are the leading
voice of business for sustainability,
united by our vision of a world where
9+ billion people are living well, within
planetary boundaries, by mid-
century.

wwwwbcsd.org

Follow us on Twitter and LinkedIn
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