WHITE PAPER
Optimising the Value of the Corporate
Government Relations Team

Optimising the Value of the Corporate Government Relations Team

WHITE PAPER

1. INTRODUCTION
Corporate Government Relations (GR) teams can make a signiﬁcant contribution to a
business. They can both mitigate the cost of and capitalise on government intervention,
highlight and mitigate political risk, advantageously differentiate the business from
competitors, and even open up new revenue streams.
However, corporate GR is a challenging environment: the decision process of policy makers
is complex and exerting inﬂuence on government stakeholders can require a signiﬁcant
time investment, with no certain outcome guaranteed. Additionally, GR teams operate
within a highly competitive environment as various interest groups attempt to push and pull
stakeholders’ attention during the policy development process. Moving the dial takes a
patient team dedicated to managing relationships across the political spectrum.
Business leaders who work outside the function don’t always understand the machinations
of government and the complex political environment that must be navigated. So when
restructures come along - as they inevitably do - sights are set on non-revenue generating
functions like GR ﬁrst. This is despite the potential for GR teams to bring enormous business
value when they are optimised for success.
This white paper has been prepared with two objectives: to help GR teams measure and
articulate the value they bring, and to communicate that value to business leaders. The
paper is based on extensive engagement with top performing GR and stakeholder
engagement teams, which typically track their progress and articulate success to the
business by:
•
•
•

Ensuring the GR team has quick and reliable intelligence about stakeholders and
issues;
Aligning GR key performance indicators (KPIs) with overall business strategy; and
Implementing systems that support both GR KPIs and broader business objectives.

Before diving deeper into these tactics, this paper outlines the justiﬁcations for establishing
and investing in GR teams. While these are apparent to those in the industry, may not be so
obvious to other parts of the business.

Top performing GR teams track and articulate their success to the
business by ensuring they have quick and reliable intelligence about
stakeholders and issues, aligning team KPIs with the overall business
strategy, and implementing systems that support both the team’s and
broader objectives.
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2. WHY INVEST IN A CORPORATE
GOVERNMENT RELATIONS FUNCTION?
There are several reasons why businesses choose to establish and invest in GR teams,
including to:
•
•
•
•

protect the business from government and regulatory intervention;
identify and mitigate political risk (and therefore business risk);
advantageously differentiate the business from competitors; and
open up new revenue streams.

However, it’s important to note that unlike other business functions like sales and marketing,
quantifying the direct value of GR isn’t always easy given how long policy issues take to
evolve and resolve, which is why it’s often easier and more meaningful to articulate the
value of GR using non-ﬁnancial KPIs.

A. Protecting the business from, and capitalising on, government and
regulatory intervention
Perhaps most obviously, corporate GR teams are established to protect the business from
government policies that may adversely impact its ability to operate effectively, and in this
regard the stakes are high.

McKinsey estimates that about 30% of earnings is at stake from
government and regulatory intervention for companies in most
industries, higher still for industries like ﬁnance1.

Take the example of container labelling. A report by PriceWaterhouseCoopers (PWC) for
Food Standards Australia and New Zealand (FSANZ) found that on the higher end, the
impact of a labelling change to products in paperboard cartons (e.g. milk) was about
$31,000 per stock keeping unit or SKU (the code assigned to a particular product). This is
in addition to indirect costs associated with labelling changes, such as stock write-off costs,
which can add another $176,000 per SKU2. It’s not hard to see how for companies selling
many different types of products, the cost of a simple labelling change can quickly run into
the millions. A recent beverage labelling change proposed by FSANZ is expected to cost
manufacturers more than $400m according to Alcohol Beverages Australia3.

1
Organising the Government Aﬀairs Function for Impact,
https://www.mckinsey.com/business-functions/strategy-and-corporate-ﬁnance/our-insights/organizing-the-govern
ment-aﬀairs-function-for-impact
2
Cost schedule for food labelling changes: Final report,
https://www.foodstandards.gov.au/publications/documents/Final%20report-%20FSANZ%20-%207%20March%202008
%20(2).pdf
3
Minister met with alcohol lobby before pregnancy warning label sent back for review,
https://www.smh.com.au/politics/federal/minister-met-with-alcohol-lobby-before-pregnancy-warning-label-sent-ba
ck-for-review-20200618-p553w9.html
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However, government intervention can also lead to ﬁnancial beneﬁts for the business. For
example, the hospitality industry has successfully lobbied governments since the start of
the COVID-19 crisis to put in place measures like allowing takeaway food and liquor, which
allowed businesses to stay viable through the pandemic.

American Jobs Creation Act of 2004
In the United States, the American Jobs Creation Act of 2004 was a law that
many global corporates spent lobbying for in the US because of the signiﬁcant
one-off tax break it got them. To quantify the return on their lobbying
investment, tax professors from the University of Kansas compared the amount
that companies spent lobbying with the amount they saved on their taxes, and
subsequently came up with a ﬁgure they called “the return on investment for
lobbying”. They found that for every dollar the companies spent on tax lobbying,
they received $220 in tax beneﬁts - or a whopping 22,000% return on
investment4.

Measuring Rates of Return for Lobbying Expenditures:
An Empirical Case Study of Tax Breaks for Multinational Corporations

B. Identifying and mitigating business risk
Identifying and mitigating political risk is becoming an increasingly important role of the GR
function through it’s ability to bring the ‘outside world in’. GR teams often have their ﬁnger
on the pulse of government, and will be able to articulate the political risk that a certain
business decision may present, and suggest ways to mitigate that risk. They can also advise
how to adjust the implementation of a business change, so as to take any political risk into
account.

4

Measuring Rates of Return for Lobbying Expenditures: An Empirical Case Study of Tax Breaks for Multinational
Corporations, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1375082
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nib: Government policies as Insurance Risks
nib has established policies for the oversight and management of material
business risks. Within its annual report the company lists government and
regulatory policies as insurance risks:
A number of regulatory policy settings and incentives notably impact the
Australian private health insurance market. Examples include Federal or State
Governments taxes and duties, risk equalisation arrangements supporting the
community rating principle, PHI Rebates and Lifetime Health Cover Loading.
Unanticipated modiﬁcations to regulations in the future may result in an
adverse ﬁnancial impact on nib and the structure of the wider private health
insurance industry5.

The role of GR in identifying and mitigating risk cannot be understated for corporates
increasingly interested in risk and developing their risk maturity.

C. Differentiating the business from competitors
Policy development is a crowded space with many competing interests all trying to get a
shoe in, and GR teams can help to position the business favourably against competitors to
key decision makers. In Australia, the companies that are often bundled together as “Big
Tech” are in fact operationally quite different - broadly speaking Google specialises in
search engines, Amazon offers cloud computing and online retail, while Facebook and Twitter provide social media platforms. These are important distinctions that are usually the
responsibility of the GR team to make so the business isn’t inadvertently caught by regulation that ignores the nuances of its operations.

D. Opening up new business opportunities
GR teams are also in pole position to open up the business to new revenue by identifying
new business opportunities. Often in the thick of policy and legislative processes, these
teams are able to advise on policy ideas being considered by governments and the likelihood of their implementation. Truly cross functional GR teams (that is, those who are
integrated or at the very least encouraged to work collaboratively with other customer
facing business functions like marketing and sales) can alert the business to potential new
markets and opportunities. For businesses that sell to government, GR teams are also well
placed to identify procurement opportunities and demystify tender processes for
colleagues.

5

https://investorreports.com.au/nib/2019/wp-content/uploads/2019/09/nib-AR19-Annual-Financial-Reportweb.pdf
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3. THREE WAYS TO SET UP THE
GOVERNMENT RELATIONS FUNCTION
FOR SUCCESS
A. Quick and reliable stakeholder intelligence
Contrary to popular belief, government relations is a long game that requires strategic
thinking, a patient team, and persistent engagement across the political spectrum. As the
name implies, it’s a relationship game because at the end of the day it’s not governments
that make the rules, but the people who work within them.
In order to effectively engage with them, GR teams need easy access to reliable intelligence
about their key stakeholders and the issues they care about, and typically rely on:
•
•
•

Stakeholder biographies, interests, committee memberships and contact details;
Stakeholder positions and sentiment towards key issues; and
Interactions the business has had, and outcomes of those conversations.

Traditionally, ﬁnding this information would fall to well-connected team members,
dedicated research staff or paid consultants, none of which are scalable or cost-effective.
The sources of information are also broad, but usually comprise:
•
•
•
•
•

Direct engagement with stakeholders;
Online - Parliament, ABS, electoral commission and political party websites;
Hansard (the ofﬁcial Parliamentary record);
Media clips and releases; and
Social media.

This can make intelligence gathering time consuming, and in the case of consultants, costly.
Fortunately, with most sources online, it’s possible to save time and money by automating
and streamlining research by consolidating feeds, performing keyword searches and setting
up alerts.

Knowing what is being said between the business and key stakeholders
is also critical to GR success, as it not only informs the GR strategy, but
allows teams to pivot quickly if a strategy isn’t yielding results. For
example, some teams track communications preferences, opting to send
electorate maps over text-heavy brieﬁng notes to those stakeholders
who are visual learners. Without this kind of intel, even the most
meticulously crafted policy position can fall on deaf ears.
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B. Meaningful success metrics
Businesses always look for ﬁnancial value in company reports and balance sheets. However,
unlike other functions, quantiﬁable data is not always readily available for GR teams, which
is why they look to non ﬁnancial KPIs for project evaluation.
Businesses often rely on two ‘success metrics’ when gauging the effectiveness of their GR
team - successful policy or regulatory change, and how many interactions they’ve had with
stakeholders. The ﬁrst metric is often not a helpful one given how long it can take to get
policy change (usually much longer than a ﬁnancial year). The second metric is too blunt as
more interactions don’t necessarily mean more inﬂuence.
Fortunately, there are many other metrics available to GR teams. The key to setting
meaningful ones is ensuring they align to the broader business goals. This is why metrics
should and often do differ from business to business, and quantitative metrics like the
number of interactions had aren’t in themselves very telling.
Some examples of non-quantitative metrics used by top GR teams include:
Positive (or increasingly positive) stakeholder sentiment;

Increase in positive social media and Hansard mentions;

Number of government ‘champions’ advocating for certain issues or reforms;

Bills referred to Committee;

Strength of relationship; and

Number of coalitions formed.
Teams who use these kinds of metrics typically track them in a system that allows them to
easily report them later. The more these metrics are aligned to broader business goals and
the more consistently they are tracked, the easier it becomes to articulate the value of the
function.

C. Complementary systems and technology
The ﬁnal step to optimising a corporate GR function is to ensure that any supporting
software and systems directly complement the team’s KPIs as well as the business’ broader
goals. For example, if a positive change in stakeholder sentiment has been set as a KPI, the
team will need a solution that allows them to track stakeholder sentiment across interactions, and across time. Given that KPIs are often limited only by business goals and one’s
imagination, any solution will need to be, to an extent, conﬁgurable so that each team can
track insights relevant to the organisation.
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Advoc8 takes a top down approach to implementing software, working with GR teams to
map a technology solution that not only supports their KPIs and goals, but those of the
business more broadly.

THE FORMULA FOR SUCCESS

BUSINESS STRATEGY

BUSINESS GOALS/OBJECTIVES

GOVERNMENT RELATIONS KPIS

STAKEHOLDER NEEDS

TECHNOLOGY

Following this process means that a business is supported by a robust platform that distils
business goals into speciﬁc campaigns, and enables the organisation to track and analyse
KPIs in real time. This makes it much easier for GR teams to articulate progress and success,
and for business leaders to understand the value they ultimately bring.
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