5 o Introducing cOr

5 2.1 What is corporate social respon-
sibility?

The term corporate social resP(mSibility (CSR)
is not mentioned in the Santam case study, yet
after thinking about what you have read, you may
conclude that Santam seems to employ a respon-
sible approach to business conduct. This is impor-
tant as businesses need to be measured on much
more than their annual financial performance if
they strive to be sustainable in the long term.

The reality is that corporations exert tre-
mendous power upon the world. According to
a Special Report on Corporate Clout,' Royal
Dutch Shell’s revenue, for example, exceeded
the respective gross domestic products (GDPs)
of 171 countries (including the entire African
continent). ExxonMobil’s revenue was bigger
that the combined GDPs of Venezuela, Austria,
Columbia and South Africa. In fact, the larg-
est five energy companies (i.e. China National
Petroleum Corporation, BP, ExxonMobil, Royal
Dutch Shell and Sinoped) in the world in 2012
had revenue equivalent to 2,9 per cent of the
total global GDP. That is slightly more than
Russia, the eighth-largest country in terms
g g g 10
ties generated revenzrgesz L cepontie entl
st leloTo s ITT'SH? over US$7,9 trillion
cial wealth and e’conol l'on i <l
players allow the icout .Of such major

m to use their power and
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porate social responsibility

influence to contribute to the commoyp,
800q

markets. They can do so through partnersh-()f
with government, business, communitje Orlbs
themselves, providing equitable and safe joly)
opportunities, investing in small and Mediy,
enterprises (SMMEs) through their suppy
chains, and building infrastructure, as Santap
does. Industry can even develop new technglp.
gies for energy efficiency or products to provide
the poor with access to markets. Corporatigng
can also lessen their impact on societies and
the environment, or even contribute to social
development. Many companies live up to socie-
ty’s expectations to become part of the solution
— as illustrated by Paul Polman, Unilever CEQ,
in the box on the next page.

However, such power could also be exploited
and result in real harm to human health,
human society, political governance and the
natural environment. The challenge for major
corporations with global clout is to recog-
nise and act on the mutual interdependenCe
between nations, societies and firms. CSR
deals with how business organisations can
meet essential needs without dishonourin®
community values.

Definitions of CSR vary by virtue of; arn'Oﬂii
other things, the different practical orient?t'“"ns
of corporations towards their respon Sibﬂltlsi;
Different companies also give varying gl };; 3
to different aspects of CSR (for example, COH; cfS
nity involvement, socially responsible P L
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s, and socially responsible employee
ad P es;er;alise their business objectives. The
elﬂtions) :156115115 is that CSR is an umbrella con-
{ iiecognises the following points:
ce"“h‘ﬂ ,anies have a responsibility for their
‘ ifl?;att on society and the natural envi-
onment. This responsibility may extend
beyond legal compliance and the liability of
individuals.

Companies have a responsibility for the
hehaviour of others with whom they do
husiness (for example, within supply chains).
Companies need to manage their relation-
ship with wider society, whether for reasons
of commercial viability or to add value to

society.

The King I1I Report® provides a broader defini-
tion of the responsibilities of corporations (not
Imiting the scope to the social aspect only):
Corporate responsibility is the responsibility
tfthe company for the impacts of its decisions
ad activities on society and the environment,
brough transparent and ethical behaviour that:
' FOntributes to sustainable development,
ncluding health and the welfare of society;
" takes into account the legitimate interests
nd expectations of stakeholders;

is in compliance with applicable law and

consistent with international norms of
behaviour; and

* s integrated throughout the company and
practiced in its relationships’

5.2.1.1 Corporate citizenship and corporate

social investment

Some literature uses the terms ‘corporate citi-
zenship, ‘corporate social investment’ and ‘cor-
porate social responsibility’ interchangeably.
Although corporate social responsibility and
corporate citizenship both refer to business’s
conduct in society, the former focuses solely on
the responsibility aspect of business while the
latter focuses on business being a social player
by virtue of both its rights and its responsibil-
ities as a citizen. Some explanation of why the
term ‘corporate social responsibility’ is pre-
ferred above the term ‘corporate citizenship’ in
this book is given below. Note that corporate
social investment refers only to one very spe-
cific aspect of corporate social responsibility.
The term ‘corporate citizenship’ recognises
corporations as legal persons with certain rights
and responsibilities in the same way as individual
citizens have rights and responsibilities as mem-
bers of a community. These rights and responsi-
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bilities include the right to govern internal affairs,
the right to enter into contracts, the right to hold
assets, the right to hire, and the right to sue and
be sued. Corporate personhood means that cor-
porations are granted constitutional rights.

Corporate social responsibility, with its focus
on the responsibilities of corporations, is there-
fore a preferred term to corporate citizenship.

It is clear that Spec-Savers takes responsibility
for giving back to the community beyond what
is legally expected. The ‘Kids’ Right to Good
Sight’ initiative also signals the company’s com-
mitment to the communities it serves by offering
eye-care services to those who cannot afford it

In the northern hemisphere, corporate social
investment is also called corporate philan-
thropy. While companies may donate substan-

tial amounts of money to worthy causes and
community-based projects, CSI does not refer
to a company’s contribution to society through
its core business activities (in this case, the cre
tion of employment and training opportunities)
or local business development. Neither does 1t
refer to a company’s contribution through it
€ngagement in public policy.’

Considering Santam’s approach to Csh ¢
few important issues stand out. Firstly; Santa™®
invests a substantial amount in CSI, but does &
in a responsible way. The group has 2 formﬂhse‘
Strategy and money is awarded to worthy P’
Jects within a predetermined domain, na_meh
youth development. Delivery occur$ throts

partnerships with established organisation® -
1 . . 1 d
relationshine and swamm e ililisine are form
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panda of agreement, Santam’s approach
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gottom 1IN€ i
 lling author and green guru John Elking-
jost-S plished a book entitled Cannibals with
on __“r}hu‘!f"/’l"' bottom line of 21st century busi-
ks , 1998, 'The title was inspired by poet

s 11 P e
’ aw Lec who asked the question: ‘Is it pro-

anis! I
qess il @ cannibal uses a fork?” Elkington made
acmnpclling argument that businesses could
expand their life cxpcclan’cy by using sustaina-
bility's {hree-pronged forl or the triple bottom
iinc. Indeed, he argues that future market success
ofien depends on a business’s ability to satisfy not
just the traditional bottom line of profitability,
but that companies are also required to focus on
evironmental quality and social justice. In this
wction, we will review the triple bottom line, a

term coined by Elkington. This is an important

concept as businesses operate in an environment,
in which the planet, people and profit are inex-

tricably intertwined. To illustrate this philoso-
phy praclic'al_l”y, ihﬁaginc being asked to provide
investment  advice about the following three
«mpanies described by their CEOs as follows:
Company 1: Our company is known for its
breen approach, meeting rigorous environmen-
al standards in terms of infrastructure, manu-
facturing and operations. Producing environ-
n?OnlaIly friendly products is more costly but,
sen the international emphasis on environ-
Menta] Sustainability, consumers are willing to
ana Premium when buying these products.
p;‘;;’c Fhat the d'ccline in market share le tem-
“’Um)r, t’lgnd that it will recover along with the
thoy :’l'ijCOnomy, I am, however, concerned
lowstﬂ”mzurls 01; possnb?c retrenchments a1.1d
ing ey :;ﬂ ¢. Perhaps if we cu.t our advertis-
“impa,; 02 'Could p'ostpone this. e
We are Pro}\;d. Staff is our first priority and
to announce that we won the

In

Employer of the Year award two years ago.
"k‘l’l’)’ employees are productive employees
and, as such, we provide a child-care facility, a
state-of-the-art restaurant and a caring envi-
ronment. The past few years have been difficult
with the economic crunch. Let’s face it: consum-
ers tend to cut back on luxury consumer goods.
S0, perhaps we need to lower our manufactur-
ing and product standards, but we will never
compromise our commitment to our staff,
Company 3: Being in the mineral sector,
we know that we offer a world-class product at
below-industry costs. We are, however, very dis-
appointed with the attitude of the local commu-
nity and labour market. One would expect that in
a country with such a high unemployment rate,
low-skilled workers would be more appreciative of
being gainfully employed. We have also invested
in the community in terms of creating jobs and
supporting local businesses and schools, but we
realise that concerns about pollution are valid.

~ Then again, we will rehabilitate exhausted mines.

We also have health and safety programmes, so
we don’t know what all the fuss is about.

Sadly, the business interests of the above com-
panies clearly indicate that not one is embrac-
ing the triple bottom line sustainably. The idea
behind the triple bottom line is that a company’s
ultimate success or health can, and should, be
measured against its financial bottom line as
well as its social/ethical and environmental per-
formance. It is therefore expected, and required,
that companies honour their obligations to
stakeholders and behave responsibly. In this con-
text, it should be noted that sustainable organi-
sations and societies typically generate and live
off interest rather than depleting their capital.
Capital includes natural resources (i.e. minerals,
water and air), human and social assets (from
worker commitment to community support) as
well as economic resources (i.e. legal and eco-
nomic infrastructure). In short, the triple bot-
tom line advocates that a company’s ultimate
worth should be measured in financial, social
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and environmental terms. These terms should

all stakeholders’ Jegitimate claims.’
e triple bottom line (TBL) meta-

As a result, th
phor has been adopted as an accounting frame-
panies subscribe. This

work to which many com

framework incorporates three dimensions of

namely social,
and financial. It thus extends the traditional
g_framework to include ecological (or
al} and social measures. The TBL
re also commonly called the three

respond to

performance, environmental

reportin
environment
dimensions 2

Ps: peopl

reqlfirerlil:;lilanet and profit. In line with the

reports, com Set. out in the King II and King 1
panies are encouraged to measure:

report and audj
it the;j .. '
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