Some background on investor relations: its growth and spread
Introduction
Investor relations is now an integral function of listed companies all over the world. At its best, investor relations has a demonstrably positive impact on the likelihood of investors investing in a particular company with 89% of institutional investors willing to pay a quantifiable premium for good IR
. Indeed, any company with a serious desire to attract investment capital and encourage liquidity in their shares will have a dedicated investor relations programme with the size and scope of the investor relations department likely be variable based on company size rather than a judgement on the value of IR.

What is notable, however, is that while the concept of publicly quoted companies seeking investment through stock exchanges dates back to the 17th century (the London Stock Exchange, for example, having been established at “Jonathan’s Coffee-house” in1698 to finance exploratory voyages), the company function that facilitates this process - investor relations - is comparatively a relatively recent discipline.  Although issuers have always met with investors to seek investment, the first actual IR department did not emerge until the 1950s as company’s share rolls began to expand and the idea that communicating effectively with sources of investment capital gained credence.

The first investor relations function
As with many corporate initiatives over the years, investor relations developed in the United States.  America had emerged from the Second World War relatively unscathed - certainly in comparison to pre-war rivals such as Great Britain, Germany and Japan - and as the world’s undisputed economic superpower. Importantly, it was also awash with post-war investment capital looking for returns, primarily held by retail investors.
 While investors in equities had suffered greatly in the Great Depression years following the Wall Street Crash of 1929, the post war years prompted an domestic ‘return to equities’ with investors moving away from the lower return Series E U.S. Savings Bonds (war bonds) which greatly contributed to the US government raising $185.7 billion of securities in financing the American war effort. Whereas before investors had largely been wealthy individuals, small in number, and employing fund managers to quietly invest on behalf, the ‘democratisation’ of share ownership resulted in leading US companies quickly attracting investment capital at ever increasing levels. One such company was General Electric, one of the worlds leading companies both then and now.
 In 1953, GE’s visionary president (later Chairman and CEO), Ralph Cordiner, assessed these new developments and the imperative for listed companies to compete for investment thus recognising the need for a new function to manage shareholder communications between GE and its investors. 
 From the outset this was intended to differentiate from PR which at the time was seen as an essentially marketing based activity with limited financial expertise. Similarly, leaving shareholder communication to the finance department alone ran the risk of entrusting delicate company discussions to individuals and teams perhaps lacking the required communication skills. Upon commission, GE’s shareholder communications’ directive aimed to discover who the company’s shareholders were, what their requirements were, and what the best way to communicate with them was.  The idea of a dedicated “investor relations” department had become a reality. 

Investor relations and the growth of finance
The post war investment boom in the US largely resulted from retail investors and the public at large seeking ROI from equity securities. Indeed, it was retail rather than institutional investors which led to the development of US IR with institutional investors at the time relatively small and inactive.
However, as Milton Friedman’s influential ‘Chicago School’ gained influence from the 1960s onwards and high finance began to develop into the vast and complex interlinked system familiar today, so investment and investor relations started to change. Institutional investors became more prevalent and active than individuals, armed with the combined might of their policy holders behind them. With the demands of institutional investors coming thick and fast, the financial (rather than communication) element of IR saw greater emphasis bestowed upon it with increased focus on financial disclosure, sell and buy side analyst meetings, meeting regulatory requirements and communicating the company’s strategy to the markets. Unfortunately it appears that one common misconception of IR - that it is primarily concerned with raising the company’s share price - developed during this period, with CFOs and CEOs looking for an obvious, tangible return on what was, and remains, a cost centre. One key positive consequence of this greater financial emphasis, however, was that the investor relations function increasingly facilitated the feeding back of information from the markets to the company as part of the two-way communication process. Whereas before companies might have taken advice from retail investors with a pinch of salt, when fund managers representing clients with billions of dollars worth of assets gave investor feedback it became prudent to listen carefully.

The internationalisation of IR 
As we have seen, investor relations began life as a specifically US concern emerging out of the particular economic climate of America at the time. By 1969 IR became was sufficiently developed in the US to require the establishment of a professional body in 1969, The National Investor Relations Institute to oversee the industry. However, due to the growth of international finance and institutional investment from the 1970s onwards, listed companies around the world seeking large scale capital investment also sought to ensure investors understood their direction, strategy and performance. Amongst larger UK companies from the early 1980s onwards, the perception of investor relations as a subdivision of the finance, secretariat or corporate communication functions started to give way with standalone IR departments emerging. Recognising this, The Investor Relations Society was established in 1980 to offer best practice advice and a discussion forum for those in the nascent UK IR industry. Following the pivotal “Big Bang” liberalisation of the financial services industry in 1986, the sheer amount of institutional investment capital poring into UK equities from around the world hastened the necessity for a dedicated company function to handle investor relations. Forward thinking CEOs followed the US lead in appointing IR managers with their own budgets, responsible for communicating with existing investors, acquiring new ones and relaying information back to senior management. 

During the 1980s and 1990s IR further spread from its original Anglo-Saxon core regions to become a component part of companies across the industrialised world and beyond.
 IR in Germany held in particularly high regards with it common for larger German companies to have IR departments in excess of ten individuals.
 The Deutscher Investor Relations Verband played a key role in the establishment of the Global Investor Relations Network (GIRN) in 2008 as part of the international steering group alongside The Investor Relations Society, NIRI, the Canadian Investor Relations Institute and the Australasian Investor Relations Association. GIRN demonstrates the rapid spread of investor relations as a key business discipline with member bodies (in addition to those previously stated) from Austria, Belgium, Brazil, Bulgaria, Denmark, Egypt, Finland, India, Japan, Malaysia, Middle East, Norway, Poland, Portugal, Singapore, Spain, Switzerland, Turkey, and Ukraine.


Present day
The importance of investor relations is now recognised internationally by the financial community, government and supra-national bodies like the EU (IROs in the EU will attest to the impact of EU regulation such as MiFID on their investor relations programme). Indeed the desire for economically developing nations to enhance their IR programmes is significant and something The Investor Relations Society is well aware of. For example companies in Bulgaria, Egypt and Brazil are required by law to have an investor relations function which is not currently the case in the UK, other European countries or the original home of IR, America. With the rapid growth and spread of investor relations across the world, achieving this along with the presence of an IRO on a major company board, are targets for the IR industry to aim at.
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� Dr. Mark Chong /Singapore Management University and Investor Relations Professionals Association (Singapore) Study, Institutional Investors’ Assessment of Investor Relations in SGX-Listed Companies, 2009





� Even today, retail investment is of far greater significance in the US than other industrialised nations. The Investor Relations Society’s Certificate in Investor Relations study pack states US retail investors own approximately 50% of domestic limited companies compared to 25% in the UK and 15% in continental Europe.


�Ranked by Forbes in 2010 as the world’s second largest company: Forbes, The Global 2000, 2010: � HYPERLINK "http://www.forbes.com/lists/2010/18/global-2000-10_The-Global-2000_Rank.html" ��http://www.forbes.com/lists/2010/18/global-2000-10_The-Global-2000_Rank.html� 


� GE, � HYPERLINK "http://www.ge.com/company/history/bios/ralph_cordiner.html" ��http://www.ge.com/company/history/bios/ralph_cordiner.html� 


� For example, France’s Association Française des Investor Relations (CLIFF) was established in 1987 to oversee the growing French IR industry.


� Although unlike UK IR system whereby corporate brokers and external resources are extensively relied upon German IR departments carry out the IR function themselves to a much greater extent.


� Global Investor Relations Network (GIRN), � HYPERLINK "http://www.girnet.org/" ��http://www.girnet.org/� 





