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“A key challenge for leadership is to make sustainability issues mainstream: 
the leadership must integrate strategy, sustainability and control
(integrated governance), and establish the values and ethics that 
underpin sustainable practices. 

Governance, strategy and sustainability have become inseparable”
KING III (2009:13)
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Definitions

“Corporate Governance is concerned with holding the balance between 
economic and social goals and between individual and communal goals 
… the aim is to align as nearly as possible the interests of individuals, 
corporations and society”

Sir Adrian Cadbury
Corporate Governance Overview, 1999
[World Bank Report]
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What is corporate governance?

What it is not
Compliance issue – you cannot tick 
the box
One size does not fit all
Disclosure issue
Removes risk
Prevents decision taking
Guarantee success/prevention of 
failure

What it is
Leadership and oversight
Process

− Risks

− Controls

− Responses

− Kpis

• Value for strategic and operational plans 
through:

− Direction

− Challenge

− Monitoring

− Communication

− Ethics
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Increasing your company’s net worth with effective governance 
practices

Investor Confidence Bottom line performance

Leadership
Balance of power
Protection of investor interests
Strategic conversation

Competitive strategy
Performance/risk management     
effectiveness
Tone at the top
Statutory/regulatory compliance
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Characteristics

Leadership
Executive team
Performance management and 
reward
Person for the job including the 
selection process
Responsibility and accountability
Succession

Balance of power
Board blue print
Board effectiveness
Chairman effectiveness
Independence
Nomination process
Representation
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Characteristics

Protection of stakeholder interests
Authorities and delegations
Board agenda quality and issue 
consideration
Board process
Committees
Compliance with articles and 
shareholder agreements

Strategic conversation
Availability and accessibility
Board acceptance and accountability
Image management
Proactive engagement with 
stakeholders
Relevance of reporting
Stakeholder model
Transparency
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Characteristics

Competitive strategy
Board endorsement
Link to performance and risk 
management
Practical application and 
measurement of achievement
Relevance
Strategy setting process

Performance/risk management
Assurance
Board accountability actively achieved
Responsibility assignment
Risk and performance link
Risk identification
Risk Structures
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Characteristics

Tone at the top
Board accountability actively achieved
Example set
Existence of a code
Integrated ethics programme
Responses to incidents
Values established and actively 
managed

Regulatory compliance
Assigned responsibility
Board accountability actively achieved
Integration with risk and performance
Knowledge of compliance 
requirements
Reporting to authorities
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Sustainable development – definitions

“Sustainable development” means the integration of social, economic and environmental factors into 
planning, implementation and decision-making so as to ensure that development serves present and 
future generations” (NEMA)

Sustainability means that each enterprise balances the need for long-term viability and prosperity – of 
the enterprise itself and the societies and environment upon which it relies for its ability to generate 
economic value – within the requirement of short term competitiveness and financial gain

Business decision making linked to ethical values, compliance with legal requirements, and respect 
for people, communities and the environment (evidenced by) a comprehensive set of policies, 
practices and programs that are integrated throughout business operations, and decision making 
processes that are supported and rewarded by top management

Sustainability is an economic state where the demands placed upon the environment – by people 
and commerce – can be met without reducing the capacity of the environment to provide for future 
generations.  

It can also be expressed in the simple terms of an economic golden rule for the restorative economy: 
Leave the world better than you found it, take no more than you need, try not harm life of the 
environment, make amends if you do.

Presenter
Presentation Notes
Just some of the definitions of Sustainability, including the South African Official Version (as contained within NEMA).Perhaps, just to highlight, some of the key concepts which should stand out there:- Integration of environmental, economic and social considerations Balance between long-term viability and short term competitiveness and financial gain Business decision linked to ethical values Policies, practises and programs integrated throughout business operations and decision making processes Demands placed on...can be met without reducing capacity for future generations“Take no more than you need .... Amend if you do”.
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IODSA  Sustainable Development Forum 

Value should no longer be defined as solely a financial or economic concept, 
but must consider the value of people, natural resources and manufactured 
assets in delivering on business objectives.

Performance indicators and related targets for each area of business risk must 
be developed relevant to the organisation’s value-creation model.

Position Paper 1 Sustainable Development as a Strategic Business Model
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EnvironmentSocietyEconomyGovernance

Triple bottom line 



Current context  - multiple crises

Financial crisis – “2008 saw 
the start of the most severe 
recession since the Great 
Depression of the 1930s” … 
“every 1% fall in growth in 
developing economies 
translates into an additional 
20 million people consigned 
to poverty” Climate crisis – “the current level 

of atmospheric CO2 concentration 
is already at an ecological 
threshold” … “60% of the world 
largest urban areas with a 
population over 5 million are 
located within 100 km of the coast, 
exposed to risks including rising 
sea levels, coastal erosion and 
frequent storms”

PricewaterhouseCoopers

Presenter
Presentation Notes
These facts are drawn from the UNEP (2009) policy brief, entitled “Global Green New Deal”, published by the United Nations Environment Programme as part of its Green Economy Initiative, in collaboration with a wide range of international partners and experts.



Current context  - multiple crises

Fuel crisis – “the International 
Energy Agency (IEA) projects the 
oil price to reach US$200 per 
barrel by 2030 due to rapidly 
increasing demand in contrast to 
increasingly constrained supply”

Food crisis – “the world’s food production 
must double by 2050 to the feed the 
growing population” … “biodiversity and 
ecosystem services, which determine the 
future sustainability of agricultural 
productivity, are eroding rapidly”

Water crisis – “1 in 5 people in the 
developing world lacks access to 
sufficient clean water” … “about half 
the developing worlds’ population do 
not have access to basic sanitation”

PricewaterhouseCoopers

Presenter
Presentation Notes
These facts are drawn from the UNEP (2009) policy brief, entitled “Global Green New Deal”, published by the United Nations Environment Programme as part of its Green Economy Initiative, in collaboration with a wide range of international partners and experts.



Current context - multiple crises

Why?  

• Misallocation of capital  (UNEP, 2009)
• Rapid & extensive change in ecosystems to meet growing 

human demands  substantial & largely irreversible loss in 
the diversity of life on Earth (Millennium Assessment, 2005)

Many struggle to understand sustainability issues & crises in relation to 
business activities

Interconnected & complex  solutions difficult to plan & execute

PricewaterhouseCoopers

Presenter
Presentation Notes
Why?  Quote from UNEP (2009) - In the last twenty years, substantial capital investment has been focussed on aspects like property, fossil fuels, and structural financial assets with embedded derivatives.  On the other hand, little has been invested in renewable energy, public transportation, energy efficiency, sustainable agriculture, and land and water conservation.Quote from Millennium Assessment (2005) - The changes that have been made to ecosystems have contributed to substantial net gains in human well-being and economic development, but these gains have been achieved at growing costs in the form of the degradation of many ecosystem services, increased risks of nonlinear changes, and the exacerbation of poverty for some groups of people. These problems, unless addressed, will substantially diminish the benefits that future generations obtain from ecosystems.[Second and third bullets taken from Forum for the Future (creators of the five capitals framework).]



Pressures on business - success & sustainability 

Short term & long term profitability

Achieving efficient & effective operations / 
business models

Contributing to prevention of ‘failing’ societies

Partnering with other role-players (e.g. 
government)

Uncertainty of complex systems & proposed 
solutions

PricewaterhouseCoopers

Presenter
Presentation Notes
These are some of the common challenges facing companies today…Millennium Assessment (2005) - The degradation of ecosystem services could grow significantly worse during the first half of this century and is a barrier to achieving the Millennium Development Goals.Business cannot succeed in a society that fails… this failure could be related to poverty; degradation of ecosystem services; transformation of systems (habitats, overfishing, pollution loads, invasive alien species) which leads to a lack of resilience (i.e. the ability to adapt and cope with change).
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“Economic growth is supposed to deliver prosperity. That at 
least is the conventional wisdom. But things haven’t always 
turned out that way…

Prosperity consists in our ability to flourish as human 
beings – within the ecological limits of a finite planet. 

The challenge for our society is to create the conditions
under which this is possible. It is the most urgent task of our 
times.”

Sustainable Development Commission (2009:6)

Presenter
Presentation Notes
How does business address these pressures in a proactive and constructive manner?  Focus should be placed on understanding how the business can promote human well-being and create the conditions for genuine prosperity…  this in essence requires finding a balance between economic growth and other important components of the supporting, interconnected social-ecological system.
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WBCSD VISION 2050

• Megatrends – climate change, global population growth and urbanization
• 6.9 billion to 9 billion by 2050 – 98% in developing world
• 30 % new consumer – shrinking resources
• Consumptive lifestyle
• Business as usual in 2050 = 2.3 planets worth of ecological resources
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WBCSD - VISION 2050

• People needs – education, economic empowerment, eco-efficient solutions, 
lifestyles and behaviour
• Cost of externalities – carbon ,water, ecosystem
• Doubling agriculture output
• Halting deforestation
• Halving carbon emissions
• Low-carbon mobility
• Use of resources and material
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Business’s role in the solution

• Business cannot succeed in countries that fail
• Better understanding will impact – risk management, licence to operate, 
innovation and growth
• Inclusive business model
• Significant business opportunity

WBCSD – Business and Development



Why ‘do’ sustainability

Doing Business Right
• “License to operate”

• Reduce technical, economic and 
social risks

• Cost savings

• Integrations of parallel activities

• Business innovations & 
opportunities

• Competitive edge

• Marketing / brand / reputation

• Attracting investors

The Right Thing To Do

• Social needs and demands of 
stakeholders

• Avoid sanctions

• Attract / retain employees & 
business partners

• Legitimisation of business activities

• Driver of economic and social 
development

• Motivation of management

• The future

PricewaterhouseCoopers
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Why ‘do’ sustainability?

• Society / Client’s becoming more aware of sustainability issues
• Indicates good corporate governance – shareholders want to know 
companies act responsibly in all aspects, not only in the bottom line but 
the triple bottom line
• Consider Socially Responsible Investing:-
− US assets in screened portfolios valued at US$ 2.7 trillion in 2007, 

representing an increase of 18% in investment compared to 3% increase 
in broader portfolios

− Approximately GBP 9.8 billion invested in ethical and environmental 
investment funds

− Strongest focus to divest from alcohol, tobacco and arms companies as 
well as oppressive regimes (government funds)
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Source: SAM presentation 080904_review08

Sustainability does make business sense - Dow Jones 
Sustainability Index

Presenter
Presentation Notes
Dow Jones Sustainability index performance – consistently out performed other investment indices even through 2007 / 2008
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Sustainability does make business sense - UN Global Compact

‘Notable’ (high performing) companies have consistently outperformed 
by an average of 7.3 % since March 2007

 

 

 

 

 

UN Global Compact Notables Total Return vs. MSCI World Index 
Performance as of March 31, 2009 

                    MSCI World Index                         UN Global Compact Notable Companies                                 
                    Difference                                      Source: RiskMetrics Group 

Presenter
Presentation Notes
CASE STUDY 1: UN Global Compact – the 10 principles highlight some key aspects of sustainable business (Source – RiskMetrics Group)UN Global Compact PrinciplesHuman Rights�Businesses should:Principle 1: Support and respect the protection of internationally proclaimed human rights; and Principle 2: Make sure that they are not complicit in human rights abuses. Labour Standards�Businesses should uphold:Principle 3: the freedom of association and the effective recognition of the right to collective bargaining; Principle 4: the elimination of all forms of forced and compulsory labour; Principle 5: the effective abolition of child labour; and Principle 6: the elimination of discrimination in employment and occupation. Environment�Businesses should:Principle 7: support a precautionary approach to environmental challenges; Principle 8: undertake initiatives to promote environmental responsibility; and Principle 9: encourage the development and diffusion of environmentally friendly technologies. Anti-CorruptionPrinciple 10: Businesses should work against corruption in all its forms, including extortion and bribery. 
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Sustainability does make business sense - SAM Sustainability 
Investment

 

Presenter
Presentation Notes
CASE STUDY 2: SAM (Sustainable Asset Management) Sustainability Investment analysisResultsThe dark-blue line tracks the cumulative outperformance of Portfolio 1 sustainability leaders versus the overall sample of companies. The lightblue line tracks the cumulative underperformance of Portfolio 5 sustainability laggards versus the broader sample. The green line tracks the outperformance of an investment strategy that consists of maintaining the sustainability leaders on a long position and shortselling sustainability laggards. The outperformance of the Long/Short Portfolio was accentuated during the credit crisis of 2008.Results clearly indicate a positive relationship between sustainability and financial performance, as measured by stock returns, demonstrating the alpha potential of SAM's sustainability data. This can be illustrated by the positive information ratio (0.5) of the portfolio of sustainability leaders.  The positive relationship between sustainability and financial performance is not artificial, as our statistical models account for the key risk factors that could potentially confound the relationship under investigation, including firm size, sector, and region.  As far as statistical significance is concerned, a t-stat of 1.7 (for long/short) means that we can say with a 90% confidence level, that the performance of this investment strategy is statistically significantly different from 0 (i.e. not caused by chance). A t-statistic of 1.3 (for the portfolio containing sustainability leaders) implies a confidence level of 80%.Overall, the findings of this research provide us with credible evidence that firms adhering to sustainability are not contradicting their primary function, which is to maximize the profits of shareholders. On the contrary, it would appear that the puzzle of corporate financial performance broadly encompasses both financial and extra-financial considerations. Investing in sustainability leaders ultimately contributes to superior long-term investment results with improved risk/return profiles.TERMINOLOGYOutperformance (p.a. in%) refers to the average annualized outperformance of a given portfolio relative to the overall sampleof companies (Portfolios 1, 2, 3, 4, and 5).Tracking Error (in %) refers to how closely a portfolio follows the wider sample to which it is benchmarked, as measured by the standarddeviation of the relative stock returns.Information Ratio = outperformance/tracking error. This is basically a measure of risk-adjusted returns.T-Stat in this context is a measure of statistical significance.



Striking a balance - The Five Capitals Model

Basis for understanding sustainability in terms of the 
economic concept of wealth creation  capital

Any organisation will use five types of capital to 
deliver its products / services

A sustainable organisation will maintain & enhance
these stocks of capital assets

Allows a broader understanding of financial 
sustainability  considers how environmental & 
social issues can affect long term profitability

PricewaterhouseCoopers

Presenter
Presentation Notes
One way to attempt this challenge is the Five Capitals Model… chosen here since the audience is most familiar with the concept of capital!(Taken from the Forum for the Future website.)
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Striking a balance - The Five Capitals Model

Forum for the Future: http://www.forumforthefuture.org/the-five-capitals

Presenter
Presentation Notes
Definitions for each of the five capitals are provided on the next slide… NB: Note the illustration specifically contains economic capitals within social capitals, and both fall within natural capital – this is highlighting our dependence on the integrity of the ‘bigger’ spheres to be successful in achieving prosperity in the other forms of capital within them.
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Striking a balance - The Five Capitals Model

1. Natural Capital - ecological resources (energy and matter) & 
processes needed by organisations to produce their products / deliver 
services

2. Human Capital - health, knowledge, skills, intellectual outputs, 
motivation & capacity for relationships of the individual.

3. Social Capital - any value added to the activities and economic 
outputs of an organisation by human relationships, partnerships & co-
operation. 

4. Manufactured Capital - material goods & infrastructure owned, leased 
or controlled by an organisation that contribute to production or service 
provision, but do not become part of its output. 

5. Financial Capital - assets of an organisation that exist in a form of 
currency that can be owned or traded, e.g. shares, bonds, banknotes. 

Presenter
Presentation Notes
Natural Capital = This includes sinks that absorb, neutralise or recycle wastes (e.g. forests, oceans); resources, some of which are renewable (timber, grain, fish and water), whilst others are not (fossil fuels); and processes, such as climate regulation and the carbon cycle, that enable life to continue in a balanced way. Why it is important to organisations?  All organisations rely on natural capital to some degree and have an environmental impact. All organisations consume energy and create waste. Organisations need to be aware of the limits to our use of the natural environment, and operate within them. Human Capital = also about joy, passion, empathy and spirituality. Why it is important to organisations?  Organisations depend on individuals to function – they need a healthy, motivated and skilled workforce, for instance. Intellectual capital and knowledge management is increasingly recognised as a key intangible creator of wealth. Damaging human capital by abuse of human or labour rights or compromising health and safety has direct, as well as reputational costs. Social Capital = For example networks, communication channels, families, communities, businesses, trade unions, schools and voluntary organisations as well as social norms, values and trust. Why is it important to an organisation?  Organisations rely on social relationships and interactions to achieve their objectives. Internally: social capital takes the form of shared values, trust, communications and shared cultural norms which enable people to work cohesively and so enable the organisation to operate effectively. Externally: Social structures help create a climate of consent, or a licence to operate, in which trade and the wider functions of society are possible. Organisations also rely on wider socio / political structures to create a stable society in which to operate: e.g. Government and public services, effective legal systems, trade unions and other organisations. Manufactured Capital = The main components include buildings, infrastructure (transport networks, communications, waste disposal systems) and technologies (from simple tools and machines to IT and engineering). Why it is important to organisations?   Manufactured capital is important for a sustainable organisation in two ways. Firstly, the efficient use of manufactured capital enables an organisation to be flexible, innovative and increase the speed to market of its products and services. Secondly, manufactured capital and technology can be used to reduce resource use and enhance both efficiency and sustainability. Financial Capital = Financial capital (shares, bonds, notes and coin) reflects the productive power of the other types of capital. Why it is important to organisations?  This is the traditional primary measure of business performance and success (the “single bottom line”) in terms of reporting performance to shareholders, investors, regulators and government. Sustainable organisations need a clear understanding of how financial value is created, in particular the dependence on other forms of capital. For measures of financial capital to truly reflect the value of other forms of capital, organisations must understand the importance of a number of other factors and how to assign financial importance to them.



“The Five Capitals Model can be used to allow 
organisations to develop a vision of what 
sustainability looks like for its own operations, 
products and services. 

The vision is developed by considering what an 
organisation needs to do in order to maximise the 
value of each capital. ”

Forum for the Future

PricewaterhouseCoopers

Presenter
Presentation Notes
-
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Inclusive Business – Profitable business for successful 
development

• WBCSD and SNV
• Benefit business and low-income populations
• Value chain
• Inclusive business leads to:

− Increased profitability

− Improved living conditions
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Maximising social and economic benefit
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Going beyond business as usual
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A new way of assessing profit
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• Challenges seen in SA mining and labour sending communities : poverty; 
underprivileged not empowered and limited economic growth

• Anglo Zimele

− Leverage AA core business

− Support new black-owned companies

− Integrate disadvantaged individuals into the supply chain

− Stimulate economic growth, opportunities and stability

• Through:

− Access to finance at favourable rates

− Hands on business support

− 12 Small Business Unit hubs

Anglo American: Promoting sustainable entrepreneurship in 
mining communities
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Anglo American: Promoting sustainable entrepreneurship in 
mining communities

Business Impact
Investment in supply chain makes AA 
more competitive
Gains and maintains support of 
community
Contributes to meeting Government 
requirements

Development Impact
New employment opportunities
SME’s become financial independent
Rand impact on local economy
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Economic growth and SME sector hampered in Pakistan by weak 
infrastructure, conflict and limited access to finance
SME’s typically lack basic business training and are underserved by financial 
and banking sector
SME Training Programme:

− Partnership with IFC

− Selection criteria applied

− 2 day workshop in 4 cities

− Follow up sessions to gather feedback

Standard Chartered: Enhancing competitiveness of small 
business through skills and capacity building
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Standard Chartered: Enhancing competitiveness of small 
business through skills and capacity building

Business Impact
New clients
Improved governance relations
Positive media coverage
Loyalty of existing clients
Identified new products

Development Impact
Application of knowledge
Improved business practices
Enhance credit worthiness
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Majority of Uganda’s 32m citizens lack access to the financial sector due to:

− Limited physical infrastructure

− Lack of access to electronic infrastructure

− High fees

− Cash based financial environment

− Low rates of financial literacy

• MAP’s mobile banking platform

− Developed identify card

− Work with Post Bank

− Access points through ATM’s and POS

− Low cost mobile phone

Map International: empowering the poor through mobile banking
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Map International: empowering the poor through mobile banking

Business Impact
Target market is 20-30% of population 
that falls below top socio-economic 
gap
Expects to breakeven within first year

Development Impact
Connect the unbanked
Lower costs
Reduced reliance on cash
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Cadbury: Improving productivity and increasing incomes of 
cocoa farmers

Challenge in Ghana around the 
decline of cocoa production due to 
pests, disease, ageing trees and 
declining income resulting in difficulty 
in attracting next generation farmers

• Focus of project:

− Increase yields and quality

− Introduce new income streams

− Invest in communities – education 
and infrastructure

− Development of farmer groups

• Through

− UN partnership

− Training and technical assistance

− Expand access to finance

− Community infrastructure

− New business ventures

− Fair trade certification
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Cadbury: Improving productivity and increasing incomes of 
cocoa farmers

Business Impact
Reduces risk of higher costs
Reduce risk of inadequate supply
Improved productivity
Fair Trade member

Development Impact
Training
Increase in growth/production
Fair Trade investment
Gender quality
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Chapter in King III
AccountAbility Standard
Definition:“anyone who the entity affects or can affect the entity”
Why?
−Feedback and future
−Avoid overreactions
− Trust

• Reporting, disclosure, communication, engagement

Stakeholder engagement



The engagement challenge

Strengthen stakeholder confidence
• Explaining developments in both markets and business model

• Improving transparency and frequency of communication on current and future 
performance

• Providing additional non-financial reporting in response to increasing market 
expectation

Embedding key processes
• Explicitly understanding and managing components of financial reputation and 

risk

• Improving corporate governance through a higher level of transparency and 
accountability

• Anticipating changes in the regulatory landscape, communication and reporting 
challenges

Presenter
Presentation Notes
Source: Lessons from change - Strengthen your stakeholders’ confidence



The engagement challenge

“Companies are putting out more and 
more information – more dots, if you will. But 
not all are good at helping us connect the 
dots.”

• Participant in financial communication research project conducted by Ernst & Young and 
Tapestry Networks

Presenter
Presentation Notes
Source: The financial communication challenge (InSights for European Audit Committee members), Nov-09



Key engagement questions

Content
• How coherent and consistent are the various communications to the financial 

markets?

• How well do key stakeholders understand the current performance reporting 
and future forecasts?

• What additional non-financial information is provided?

• How well are risk assessment and the risk management processes articulated?

• Is there an agreed level of transparency for key issues?

Process
• Are reporting mechanisms effective and regularly reviewed?

• How do you ensure that reporting and communication evolves in response to 
business changes, regulation and market sentiment?

Presenter
Presentation Notes
Source: Lessons from change - Strengthen your stakeholders’ confidence
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The engagement process

Identify 

• Engage

• Collate, prioritise, rank issues and 
stakeholders

• Board/committee actions

• Stakeholder management policy

• Stakeholder engagement guideline

• Recording and sharing

Low 
interest

High 
influence

High 
interest

High 
influence

Low 
interest

Low 
influence

High 
interest

High 
influence
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The silo mentality has to go
Compliance and tick box approaches need to be outed
Investment in these processes will lead to long term business benefit and 
value
Value is not just about direct financial performance
We as stakeholders have to demand more from companies

So what does this mean?
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"I'd put my money on the sun and solar energy. What a source of 
power! I hope we don't have to wait 'til oil and coal run out 
before we tackle that."

Thomas Edison
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Questions ?





Thank you

Jayne Mammatt
011 797 4128
jayne.mammatt@za.pwc.com

© 2010 PricewaterhouseCoopers Inc. All rights reserved. “PricewaterhouseCoopers” refers to the network of 
member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent 
legal entity. PricewaterhouseCoopers Inc is an authorised financial services provider.


