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Chapter 5 – Investor Relations

The concept of investor relations, or financial relations (FR) has been around for a relatively short period of time (1960s), though it had roots in the 1920s.

Until the late 1880s, business owners had no corporate shield…if the business failed the owner was personally responsible up to and including personal bankruptcy.

Since this discouraged formation of new business, laws were enacted allowing for the formation of corporations – business entities in which shareholders risk only the amount of their investments.  

Theoretically, a corporation is based on an ideal of consensus where shareholders, employees, community neighbors, suppliers & customers all have a voice in its operations.

In fact, it’s impossible for everyone with an interest in the financial success or failure of a corporation to take an active part in the decision-making process.  Ultimately management or board members make most decisions.

Corporations frequently take on the personalities of the people who run them – competitive, greedy, self-serving, or community-minded and responsible.  It shouldn’t be a surprise that profit…and the power it brings…leads to excesses, abuses and corruption.

Corporate goals:

· survival (most important of all)

· growth

· diversification

· expansion

· profit

Investor concerns:

· dollar sales volume

· increase or decrease in interest & dividends paid

· whether prices have increased or decreased from the original purchase price

· rank of the corporation among competitors

Significant publics other than corporate stockholders & investors:

· regulators

· economists
· lawmakers

· news media

Financial Relations presents a worthy challenge to the practitioner.

Since corporate FR specialists function as interpreters or mediators between prime publics, they should appear to be moderate or neutral in economic & political philosophy.  They must represent average investors and middle-class citizens while also representing private enterprise.

Large investors – directors chosen to guide corporations & the people hired to manage the business – are a relatively small audience with deeply ingrained convictions in common.

Three areas of focus for FR:

1. develop a communications strategy that is appropriate to management goals

2. prepare literature (such as reports required by law) & establish media contacts

3. manage relationships with the financial community

Some of the biggest corporate failures due to poor management practices, corrupt ethics & questionable financial methodologies have led to financial ruin for many investors.

The big question for FR specialists remains what is the role of the PR practitioner to the organization and the stockholders when shady dealings are in play?

[Case Study 5-1, p.83:] The cardinal rule of crisis communications is to always tell the truth.  Most companies have a crisis communications plan that details actions to take if something goes wrong.

Every crisis situation demands the same basic response – proactive contact with all concerned publics on a continuing basis.

[Case Study 5-4, p. 98:] Insider trading – using private information for personal gain

Insiders – people with facts or news not released to the general investing public – have a distinct advantage until that knowledge is available to the public.

[p.104:] The highest-paying segment of the public relations profession is investor relations.
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