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Stakeholder engagement - getting critical insights to focus
on what matters
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In an age where everything and everyone is linked through
networks of glass and air, no one - no business, organisation,
government agency, country - is an island. We need to do
right by all our stakeholders, and that’s how you create
value for shareholders. And one thing is for sure - no organisation
can succeed in a world that is failing.

\— Don Tapscott ’ ’

In short

B To safeguard their social licence to operate, organisations must develop long-lasting relationships and
cultivate trust. Without it, the cost of doing business and the ability to sustain operations might be severely
impacted. This is especially relevant in a country like Myanmar, where there is a low level of general
trust in society: according to a report published in 2020, 75% of interviewees indicated that they did
not trust people. As trust is essential for banks, engaging with stakeholders effectively is critical for
their business.

m To operate, banks should earn and nurture the trust of their depositors to finance projects and
enable societal goals. Furthermore, banks committed to upholding the UNEP-FI Principles of Responsible
Banking must proactively engage with their stakeholders (principle 4) and act transparently while
remaining accountable (principle 6). Effective and conducive stakeholder engagement requires the
mapping and prioritising of various groups of stakeholders, such as staff, customers, regulators, suppliers,
partners, civil society organisations, etc.

® Sound stakeholder engagement should be (i) inclusive of all stakeholders, (ii) designed to identify
issues that matter not only for the business but for stakeholders as well, (iii) structured to enable
responsiveness and accountability, and (iv) fully integrated into the strategy and purpose of the company.
This is a critical component in developing and implementing an ESGC roadmap that will support business
sustainability. Ultimately, good stakeholder engagement is good (for) business.
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Why should businesses engage with their stakeholders?

Stakeholder engagement is nothing new. To thrive, businesses must engage with a wide range of
stakeholders: it helps them spot trends, anticipate customers’ needs, shape markets, and foster a
stronger society. Sound stakeholder engagement is a building block in enabling business sustainability.
As banks and financial institutions, they must embrace a more strategic approach when it comes to
stakeholder engagement in order to build, cultivate, and nurture economic development, especially
in Myanmar: trust.

As banks and financial institutions move to integrate ESG factors into their core business, they have to
deal with numerous stakeholders. In 2004, the United Nations Global Compact and the Swiss Federal
Department of Foreign Affairs published a seminal report' that described the stakeholders involved in such
a process. The interconnections and interdependences are highlighted in the graphic below.

Investors / Asset managers
= |ncorporate ESG factors in investment

decision
= Support ESG research

Companies / Issuers

= Develop ESG policies
= Manage ESG risk and performance
= Disclose reliable information

Regulators / Stock Exchange

m Include ESG criteria in listing requirements
= Implement reporting standards
= Reward ESG disclosure

A

ESG integration
helps building better
capital markets, more

Consumers / Citizens

= Support sustainable producers
and products
= Reward responsible companies

Policy makers / Governments

= Develop/enhance the legal framework
= Develop and finance long-term strategies
= Ensure a level playing field

sustainable and

resilient societies

\I/

NGOs / Civil Society

= Provide fact-based feedback
= Hold all market players accountable

Accountants / Consultants

» Support demand and awareness-building
= Facilitate standardisation
= Build capacities

Figure 1- Adapted from Who cares wins.

T Who cares wins: Connecting financial markets to a changing world’, the United Nations Global Compact
and Swiss Federal Department of Foreign Affairs, 2004
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https://www.edelman.com/insights/last-line-defense
https://www.unepfi.org/fileadmin/events/2004/stocks/who_cares_wins_global_compact_2004.pdf
https://www.unepfi.org/fileadmin/events/2004/stocks/who_cares_wins_global_compact_2004.pdf
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In Myanmar, although banks are used to dealing with their regulator, the Central Bank of Myanmar (CBM),
very few are keen to engage with their customers, partners, suppliers or civil society in general. However,
they should comply with the CBM's requirements. For instance, the 2020 edition of Pwint Thit Sa has
a section covering how banks comply with CBM Directive 10/2019: every bank must “publish its audited
financial statements on its website, four months after the FY ends, as well as to exhibit them conspicuously
all year in each of its offices and branches. [The team] found that only five banks have a website and disclose
their annual report and financial statements”.?

According to data collected by Yever, a Myanmar consultancy, based on the information publicly disclosed by
the banks as of December 2021:

B 10% of banks explain how they engage with and consult their stakeholders;

B 7% of banks disclose the outcome of their consultations by presenting their materiality analysis,
in which they detail, for each topic, its potential impact both on their business and on society.

While Myanmar banks are not used to this, some have developed and structured their approach. The following
are three examples:

Engagement with Stakeholders

z

283 Coporate Social Responiilty

8
§ @&% Coporate Governance & Transpare
g @ cimote cnm‘e\ . §& pusinoss ethice | 9 techno
| oty cnchaion | SRS Mormens
uab bank, Yoma Bank, AYA Bank,
materiality matrix stakeholder mapping stakeholder mapping

and engagement

2Myanmar Centre for Responsible Business and Yever, Pwint Thit Sa report, 2020, p. 25.
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https://www.myanmar-responsiblebusiness.org/pwint-thit-sa/2020.html
https://yever.org/
https://www.myanmar-responsiblebusiness.org/pwint-thit-sa/2020.html
https://www.uab.com.mm/strategy/materiality-assessment/
https://www.yomabank.com/en/who-we-are/governance/sustainability/approach
https://www.ayabank.com/en_US/substainblity/stakeholder/
https://www.ayabank.com/en_US/substainblity/stakeholder/
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How should banks engage with their stakeholders?

Once the board recognises the importance of stakeholder engagements, they can strategise how to engage
with their stakeholders effectively and how the bank can promote sustainability and ESG considerations in
value-creation for their stakeholders. An important task is to regularly communicate with stakeholders
regarding how the bank is addressing their concerns. The IFC ESG Guidebook offers tips for a successful and
effective stakeholder engagement process:

W e

Get in early

Reasons

Building a strong relationship with trust, mutual respect, and understanding takes
time and effort. Therefore, companies should invest in engaging with stakeholders
as early as possible, so that they can tailor their strategy and operations to address
their stakeholders' expectations.

Early stakeholder engagement may seem like a low-priority task, but it mitigates any

Don’t wait until there is risks from potential crises or conflicts that may arise in the future. Building a relationship

a problem to engage . g )
early puts the bank at an advantage during disruptive events.

Maintaining a robust relationship requires a long time horizon. Banks should invest
Take a long-term view in hiring and training their employees for committed and personalised stakeholder
engagements and inclusion to better understand their concerns.

The scale of a bank’s stakeholder engagement should depend on the likelihood of their
projects’ relative risks and impacts. Because there is no umbrella approach, the
;gt?rptrl;?e?:;ocess to fit level of effort and resource investment will differ from case to case. Banks should

adjust their approach based on the scope of their stakeholders’ needs and require-
ments for effective management.

Stakeholder engagements should be managed just like other business functions,
with a well-defined strategy, scope, and monitoring system. This management,
and the projection of outcomes, should be inclusive and made clear for all employees

Manage it as a
business function to achieve better results. After the scope and criteria have been established,

responsibilities and assignments can be assigned to manage stakeholders and
monitor progress.

When conducted properly, stakeholder engagements contribute to the company’s
Weave the engagement sustainability. It is crucial to involve the leadership and even the Board in the process:
framework into the this can help banks to connect the dots and ensure that they are fit for purpose
company'’s strategy and serving their stakeholders and shareholders alike. However, to be effective,

proper management systems must be set up to monitor progress.
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The AA 1000 Stakeholder Engagement Standard provides a clear framework for engaging stakeholders.

Before engaging with their stakeholders, businesses should understand their position. They do not all have
the same level of influence and interest; therefore, one should first have a clear understanding of the

stakeholder ecosystem.

The very first step consists of mapping all relevant 4
stakeholders. Responsible persons should gather as much
: ; : , MEET THEIR MANAGE
information as possible to understand each stakeholder’s B BT  RECT
expectations, level of influence, type, willingness to g
. . ) <
engage, existing relationships, etc. 3
N
.o R £
The outcome of this first step could be a matrix in 5
which we indicate, for each stakeholder, their level of E
. . ] MAINTAIN COMMUNICATE
influence and interest. The outcome helps to focus on ENGAGEMENT REGULARLY
those stakeholders who have both influence and an
interest in the organisation.
Level of interest -
Then, banks can structure their approach in order to Different levels and approaches to engagement

engage effectively with their most critical stakeholders
and consider three factors, if we follow the AA 1000
SES:
= the existence of communication between the
company and its concerned stakeholders;
= the level of engagement;
= the nature of the relationship.

*EMPOWER
*COLLABORATE
*INVOLVE

DIVERSE
LONG TERM

*NEGOTIATE
*CONSULT
*TRANSACT
*INFORM

LIMITED
MEDIUM TERM

The outcome of this second step could be a matrix in
which we identify, for each stakeholder, the necessary
levers to activate in order to have a meaningful and
robust engagement. These first two steps are critical
to establishing the inclusivity of the stakeholder
engagement process.

*ADVOCATE

*MONITOR

*REMAIN
PASSIVE

NONE
SHORT TERM

Low MEDIUM HIGH
~—————p LEVEL OF ENGAGEMENT ———)

-  COMMUNICATION —p
~——p NATURE OF RELATIONSHIP ——————)
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For banks that are looking to develop their ESG approach,
they must identify and determine the materiality of
NnuUMerous issues.

They will assess, for each ESG topic, its potential MONITOR ORI
impact on the business and on society. To do so, banks CLOSELY

will engage with: ?,'
. 3]
= internal stakeholders, such as shareowners, 8
management representatives, workers’ S
representatives, suppliers, business partners, ‘g
. Q

etc, . £ KEEP INTO MANAGE

= external stakeholders, such as regulators, civil = ACCOUNT CLOSELY

society organisations (CSOs), business associa-
tions, peers, etc.

The outcome of this final step will be a materiality matrix
that details, for each issue, its impact on the business
and on society. This step is structured to ensure that
the engagement is designed to focus on material topics.

v

Impact on business

Finally, organisations should share with their stakeholders the outcomes of their work. Most of them use their
sustainability reports or websites to communicate this information. They will then assess and evaluate the
results and continuously adjust their engagement approach. Businesses can, for example, use simple key
performance indicators to measure their performance and the quality of their relationships with essential
stakeholders: the satisfaction of their employees, customers, or suppliers, for instance. It is becoming increasingly
essential for companies and financial institutions in Myanmar to rebuild the trust that has been lost within
society through comprehensive stakeholder engagements, in order to foster a sustainable economy, despite
the difficulties and challenges in doing so.

Tools

» AA 1000 Standards
» |FC — Stakeholder Engagement

Resources

» Accountability and Utopies, Critical Friends, 2007

» WWEF, Reports focused on the banking sector in the ASEAN region
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https://www.accountability.org/standards
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/publications/publications_handbook_stakeholderengagement__wci__1319577185063
https://utopies.com/publications/critical-friends-2007/
https://sustainablefinanceasia.org/content-hub/

