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ABSTRACT
CORPORATE GOVERNANCE IN DEVELOPING COUNTRIES: THE SOUTH AFRICAN EXPERIENCE
Current corporate governance thinking supports the principle of a symbiotic relationship between business and society by emphasising economic, environmental and social sustainability (the triple bottom line).  The key factor in the South African context is the King Report on Corporate Governance (I & II, Number III is due mid October 2009).  It goes beyond financial and regulatory matters to focus on social, ethical and environmental issues in seeking an appropriate balance between the interests of share owners and other stakeholders.  It includes sections on risk management, internal audits, integrated sustainability reporting, accounting and auditing and compliance and enforcement.  Most of these variables are also entwined into the so-called “temple of corporate reputation” of Fombrun & Gardberg (2000).  
Some organisations neglected the aspects of corporate governance in managing processes.  The King Reports on Corporate Governance provides a description of what corporate citizenship entails and that companies need to contribute significantly to sustainable economic development.  The purpose of this paper is to describe the developing context of South Africa in which organizations conduct its corporate governance.  The paper further explores the King Reports on corporate governance as well as the role that corporate communication can play in the enhancement of corporate reputations.
South African case studies were selected to illustrate how their corporate communication, codes of conduct and stakeholder relationships contributed to the reputations against the background of corporate governance.
Key words:  corporate governance (triple bottom line – people, planet & profit), corporate citizenship, sustainability, King Reports I, II & III, corporate communication, corporate reputation.  
CORPORATE GOVERNANCE IN DEVELOPING COUNTRIES: THE SOUTH AFRICAN EXPERIENCE

1. INTRODUCTION
“A good name is more to be desired than great wealth and to be respected is better than silver and gold” (Proverbs 22:1).
According to Watson & Kitchen (IN: Melewar, 2008:123) reputation does not occur by chance:”It relates to leadership, management, and organizational operations, the quality of products and services, and – crucially – relationships with stakeholders”.
Each organization operates within a unique context.  Within this context or environment organizations need to have sound relationships with their stakeholders due to the importance of their vested interests in the organizations’ performance.  Post, Preston & Sachs (2002:7-9) emphasize that the long term survival and success of the organization is determined by its ability to establish and maintain relationships within its entire network of stakeholders.  They also stress that it is relationships, rather than transactions that are the ultimate sources of organizational wealth: “The key to solving the core strategic problem is to understand the firm’s entire set of stakeholder relationships.  These relationships are the essential assets that managers must manage, and they are the ultimate sources of organizational wealth”.  The critical challenge for contemporary management is the recognition of the mutual interests between the organization and its stakeholders, which will ultimately lead to the development of consistent and supportive policies for dealing with them. Goodijk (2003:227) emphasizes that organizations can no longer ignore the feelings and the perceptions of and pressures from stakeholders.  

Mahon (2002: 430) and Steyn & Puth (2000:187) insist that it has become crucial to understand the values and the expectations of each stakeholder group, their key issues and their willingness to expand resources in helping or hindering the organization strive towards its vision.  These explanations increasingly emphasize ethical business conduct, environmental sustainability and human capital.  Evidence hereof is the magnifying interest recently on sustainability and the triple bottom line (TBL) that necessitates a renewed interest on stakeholder relationships.  Blair (IN: Clarke, 2004:174) accentuates that according to the view that the goal of corporate governance mechanisms and the responsibilities of corporate directors are to see that the firm maximizes wealth creation.  However, a fast growing tradition of a wider spectrum of wealth creation emerged in recent years.  
Simmons (2004:602) is of the opinion that new rules of corporate governance require the organization’s constituencies to be managed in a socially responsible way with decision makers gaining legitimacy by recognizing an ethical dimension to the actions they take.  He refers to this type of management as “moral management” which gives due consideration to employee and wider stakeholder interests.  This perspective is related to issues in organization-stakeholder relationships.  Corporate governance seems to function on the relationship between business and society by emphasising economic, environmental and social sustainability (the triple bottom line).  Grayson, Rodriguez, Lemon, Jin, Slaughter & Tay (2008:2) explain this intricate balance in their proposed approach to corporate sustainability. The traditional management strategies solely driven by shareholder value objectives and shareholder returns is primarily unsustainable.  
Sustainability in Africa has been questioned from numerous platforms.  However, South Africa has often been held as an example where sustainability is applied (See Marais, et al., 2001).  According to the African Growth and Opportunity Act (AGOA, 2009) South Africa is a middle-income, developing country with an abundant supply of resources, well-developed financial, legal, communications, energy, and transport sectors, a stock exchange that ranks among the 10 largest in the world, and a modern infrastructure supporting an efficient distribution of goods to major urban centers throughout the region.  South Africa has been burdened with high unemployment, and economic problems of which some remain from the apartheid era, such as problems of poverty and lack of economic empowerment among the disadvantaged groups. Other problems are violent crime, corruption, and HIV/AIDS.  The South African Government constantly addresses these challenges.  The country has been fortunate to have enjoyed sustained growth backed by stable interest, inflation and exchange rates (AGOA: 2009).  Unfortunately one of the most challenging burdens to date is corruption and unethical management of organizations.
“South Africa is one of the United States' leading trading partners in Africa, and accounts for the most diverse trade flows. Total trade between the two countries has been increasing steadily in recent years, with South Africa holding an increasing trade surplus since 1999. This amounted to $ 3,3 billion in 2006.   U.S. exports to South Africa far exceed US exports to any other country from Sub-Saharan Africa (SSA), emphasizing the importance of the latter’s access to the South African market. In terms of SSA exports to the United States, South Africa's exports rank second after those of Nigeria, with Gabon’s exports being in third position. However, the latter two countries' AGOA exports consist mainly of energy-related products (mostly oil), whereas South Africa's AGOA exports were highly diversified.  Exports qualifying under AGOA amounted to $ 1,8 billion in 2006 (2005: $ 1,5 billion), although this figure includes exports under the GSP program, of which AGOA is essentially an extension (see link to Country Trade Profile below). Exports of products that were added under AGOA amounted to $ 717 million in 2006 (2005: $ 455 million). Of South Africa’s exports of textiles and apparel to the US in 2006 ($ 47 million), $ 42 million were AGOA-eligible items. South Africa does not benefit from the 3rd country provisions, and is required to source local or regional fabric made from African or US yarn” (AGOA: 2009).
Loubser (1997: no page) confirms that during 1997 the Johannesburg Stock Exchange (JSE) accounts for 94% of the market capitalization of Africa, with 615 listed companies and more than 10 000 daily trades.  Today these figures more than tripled.
With regard to the above context the following research questions are put forward:  Why the renewed interest in corporate governance and corporate citizenship in strategic management as illustrated by emphasis on the King III Report on Corporate Governance?  What do the King Reports entail and why is there such an emphasis on it in Southern Africa?  How can corporate reputations be influenced through corporate governance?  What is the role of corporate communication in corporate governance and relationship building with stakeholders?
2. PROBLEM STATEMENT AND RESEARCH AIM

With regard to the above research questions above the following research problem is formulated:
Few academic studies in a developing context like Southern Africa integrate corporate governance, the King Reports on Corporate Governance and corporate reputation.  On face value these concepts function independently, however the intricate relation between these variables are linked by corporate communication and sound stakeholder relations.  The communication of governance aspects and stakeholder relations impact directly upon the reputation of organizations – positive or negative.  The research aim of this paper is to describe the interdependency of these variables within a developing context in order to explain the impact of corporate governance on the reputation of selected cases as well as the role of corporate communication in facilitating this impact.

It is imperative that corporate governance is prioritized as an important strategic asset that contributes favourably to the corporate reputation of organizations and therefore needs to be integrated into the communication strategy of corporate institutions.  This paper proposes to review current academic literature on Corporate Governance and corporate reputation management in a developing context, while the broad guidelines regarding the King Reports are described.  The King III Report on Corporate Governance will only be released in October of 2009, however, the Institute of Directors in Southern Africa, published the draft concept (See: www.iodsa.co.za on which the comments of this paper is based).  
This paper further aims to provide a conceptual approach linking corporate governance, corporate citizenship, the King Reports on Corporate Governance, the role of corporate communication and stakeholder relations in corporate reputation management.  In order to illustrate this interdependence, reference will be made to case studies within the Southern African context.  The specific research objectives are:
RO 1: To contextualize why corporate governance became a more prominent focus in strategic management in South Africa.
RO 2:  To indicate how corporate reputations are enhanced or diminished through corporate governance plans in organization.
RO 3:  To describe the role of corporate communication in relationship building with stakeholders.

3. RESEARCH METHOD
A qualitative research approach is used to answer questions about phenomena that were identified in the research questions and research objectives.  The research often focuses on describing and understanding the phenomenon from the point of view of the participants (Creswell,1998:15 and Leedy & Ormrod, 2005:94).  A study on the relation between corporate governance, corporate reputation and corporate communication is exploratory in nature within the South African context.  The paper intends to explore and describe the variables as indicated and it intends to integrate the findings into a feasible framework to apply these abstract concepts.  Five cases are included to illustrate the interrelationships between these variables.  This paper is not a case study research method per se, nor a case study analysis.
Three South African cases that were selected reflect scenarios where seemingly positive corporate reputations of the organizations were negatively influenced by their business actions.  Eventually these perceptions were altered more positively through consistent and sustainable stakeholder engagements:  AngloGold Ashanti’s decision to re-enter the Ituri district in the DRC for mining, the squatter camps of Impala Platinum mine near Rustenburg and Sasol petroleum and human rights in Mozambique are examples of this nature.  The 

Two other South African cases were selected for their excellent stakeholder relations: the Mama Afrika – Ukwakha Isizwe project of Clover for community involvement and the Gautrain project that unites the country due to its magnitude and engineering ingenuity.  The Gautrain project is the first rapid rail system for Africa and one of the biggest infrastructure projects in South Africa.  It has become a symbol of pride, prosperity and progress for the continent.  These two are examples of organizations that researched and applied sound stakeholder relations prior to the inception of their respective programs.  
4.
LITERATURE REVIEW

4.1
CORPORATE GOVERNANCE IN SOUTH AFRICA AS A PROMINENT FOCUS IN STRATEGIC MANAGEMENT
“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” (Cadbury, http://www.michalsons.com/corporate-governance-and-it-in-south-africa/1098). 
Corporate governance is regarded as the system by which organizations; particularly business corporations are directed and controlled by their owners (Carpenter & Sanders, 2009:466).  Most organizations have some form of governance in place.  However, corporate governance addresses the distribution of rights and responsibilities among different participants in the organization according to the above authors.  This includes the board, managers, shareholders and other stakeholders.  It spells out the rules and procedures in decision making on corporate affairs.  As such it provides a structure by which the organization’s objectives are set and the means of attaining those objectives and monitoring the performance.  
The term corporate governance has only recently emerged, but since the earliest of days it has been a subject of controversy according to Clarke (2004:1).  He further contends that governance has proven an issue since people began to organize them for a common purpose.
4.1.1
Corporate citizenship
Waddock (2006: 4) quotes the then UN Secretary-General Kofi Annan in an address to The World Economic Forum on January 31, 1999:  “Business is integrally connected to both the social context in which it operates and the natural environment on which we all depend” launched the United Nations Global Compact (also known as Compact or UNGC), is a United Nations initiative to encourage businesses worldwide to adopt sustainable and socially responsible policies, and to report on their implementation.  The Global Compact is a principle based framework for businesses, stating ten principles in the areas of human rights, labor, the environment and anti-corruption.  [http://www.unglobalcompact.org/AbouttheGC/TheTENPrinciples/index.html (Accessed: 25 August 2009)]. 

Corporate citizenship involves more than meeting the discretionary responsibilities associated with philanthropy, volunteerism, and community relations and doing social good.  Waddock (2006:5) stresses that this goes beyond the above and includes the responsibilities that were traditionally assigned to governments that are now part of the organization’s role: labor and human rights, environmental sustainability, anticorruption measures that are met in all the organizational strategies and operating practices as well as the outcomes and implications of corporate activities.
Lawrence, Weber & Post (2005:294) and Steiner & Steiner (2006:597) maintain that corporate governance is the overall control of activities in a corporation.  It is concerned with the formulation of long term objectives, strategies and plans and the proper management structure (organization, people and system) to achieve them.  It is referred to as the legal checks and balances that define the rights and limit powers of the shareholders, boards of directors and managers.  Carpenter & Sanders (2009:467) emphasize that by sound managing of corporate governance it provides the structure through which the company’s objectives are set, the means of attaining those objectives and monitoring performances.  A broader stakeholder view of governance is that the firm, as a function of its governance has the responsibility to benefit other stakeholders beyond shareholders.  It is therefore also called the “triple bottom line” that includes people (social objectives), planet (environmental objectives) and profit (financial performance).  

4.1.2
The triple bottom line 
The phrase was coined in 1989 by John Elkington, co-founder of a consultancy focused on sustainability.  The Triple Bottom is an ongoing process that helps a company keep on track towards running a greener business and demonstrates to the community at large they are working not just towards riches, but the greater common good.  Without people and planet - there simply is no profit to be made.  The explanation below is an adopted summary of the triple bottom line according to Green Living Tips [http://www.greenlivingtips. com/articles/264/1/Triple-bottom-line.html:  (Assessed 19 August 2009)]: 
(a) People (social objectives)
This is also known as Human Capital.  It implies that organizations should treat its employees as well as the community where the organization operates fairly and humanely.  As a result: “business not only ensures a fair day's work for a fair day's pay; but also plows back some of its gains into the surrounding community through sponsorships, donation or projects that go towards the common good” [http://www.greenlivingtips. com/articles/264/1/Triple-bottom-line.html: (Assessed 19 August 2009)].
(b) Planet (environmental objectives)
This is referred to as Natural Capital. A business will strive to minimize its ecological impact in all areas - from sourcing raw materials, to production processes, to shipping and administration.  It's a "cradle to grave" approach and in some cases "cradle to cradle" i.e. taking some responsibility for goods after they've been sold - for example, offering a recycling or take-back program. A triple bottom line business will also refrain from the production of toxic items.
(c) Profit (economic objectives)
It is also referred to as financial capital emphasize.  This is more about making an honest profit than raking in a profit at any cost - it must be made in harmony with the other two principles of People and Planet.

While many major corporations used to sneer at the idea of a Triple Bottom Line reporting system; some have taken the bull by the horns; with a positive flow on effect to their suppliers. Because supply chains are also accountable to the overall impact of a company, they also come under scrutiny in the triple bottom line audits. A good example of this is some big box stores "greening" up their act and in doing so, demanding that their suppliers use less packaging or banning certain ingredients from products.
4.1.3
The King Reports as tenets for corporate governance in South Africa

The King Committee on Corporate Governance, formed in 1993 by the Institute of Directors in Southern Africa (IoD) was established to investigate the role of boards of directors in South African firms.  Chaired by businessman and former judge Mervyn E. King, the committee included Phillip Armstrong, Nigel Payne, and Richard Wilkinson (http://en.wikipedia.org/wiki/King_Committee).  Judge Mervyn E. King is senior counsel and former judge on the Supreme Court of South Africa, "Professor extraordinaire" at the College of Economic and Management Sciences of the University of South Africa, Chairman of the King Committee on corporate governance in South Africa. Member of the private sector advisory group on corporate governance to the World Bank, Chairman of the Eminent Persons Group to review the governance and oversight of the United Nations [(http://en.wikipedia.org/wiki/Mervyn_King_(judge): Accessed: 2009-08-10]).
The development of the King Reports on Corporate Governance started prior to 1994 with the commencement of the “New South Africa” as a rainbow nation.  King I is the abbreviated name for the King Report on Corporate Governance published 1994 in South Africa.  Produced by the King Committee on Corporate Governance, that was led by former High Court judge, Mervyn King, it included a Code of Corporate Practices and Conduct, the first of its kind in South Africa.

King II is the abbreviated name for the King Report on Corporate Governance for South Africa published 2002 in South Africa.  It followed a 1994 report commonly known as King I.  Companies listed on South Africa's JSE Securities Exchange have to comply with King II, which itself requires compliance with Global Reporting Initiative guidelines (http://www.en.wikipedia.org/wiki/King_II [Accessed: 2009-08-10]).
King III will be released during October of 2009.  However, the IoD of South Africa has on its home page relevant information.  According to Engelbrecht (2009:1) the King II report as drafted to affected entities. Especially those listed companies, financial institutions and public entities.  Private companies were urged to voluntary comply.  King III code is drafted without any particular “affected” companies in mind.  The King III code applies to all companies, public entities, private companies and all other forms of businesses.  Engelbrecht (2009:1) further explains that the aim of this objective is “to ensure that all forms of business apply to the basic principles of good governance in South Africa… the principles were also drafted to ensure that all organizations would be able to apply these principles for their particular circumstances.”

“This Code of governance, which deals with the Principles, should be studied with the Report in which recommendations of the best practices for each principle are provided. All entities should apply both the principles in this Code and the best practice recommendations in the Report. In situations where the board or those charged with governance decide not to apply a specific principle and/or recommendation, this should be explained fully to the entity’s stakeholders. Where entities have applied the Code and best practice recommendations in the Report, a positive statement to this effect should be made to stakeholders.  Each principle is of equal importance and together forms a holistic approach to governance. Consequently, ‘substantial’ application of this Code and the Report does not achieve compliance”  (Draft Code of Governance Principles, King III Report, 2008, http://www.iodsa.co.za  [Accessed: 2009-08-12]):

According to the draft code of governance principles of the King III Report, the following nine principles are highlighted:  The role and function of the board of directors, corporate citizenship: leadership, integrity and responsibility, audit committees, risk management, internal audit, integrated sustainability reporting as disclosure, compliance with laws, regulations, rules and standards, managing stakeholder relationships and fundamental and affected transactions.  For the purposes of this paper are the principles on corporate citizenship, stakeholder relations and sustainability reporting more evident (http://www.iodsa.co.za  [Accessed: 2009-08-12]).
4.2
CORPORATE REPUTATIONS OF ORGANIZATIONS ARE ENHANCED OR DIMINISHED THROUGH CORPORATE GOVERNANCE 

Haywood (2005:9-10) explains that public opinion can close a company, or remove a government; stop a war, or build an international brand:  “Public relations is everywhere. Public relations is life.  Organizations need to create awareness of their activities and their ambitions.  They need to create understanding.  They need to convert this understanding into goodwill.“  Van Tulder & Van der Zwart (2006:199) contends that international societal change has introduced one mechanism that was deemed particularly appropriate to address the social responsibility of companies, which is reputation.  According to the above authors, most governments put their faith in this so-called “reputation mechanism” to impose strict sanctions on the culprits. 

Aula & Mantere (2008:43-56) are of the opinion that corporate reputation can be classified into capital or interpretation.  As capital they refer to Fombrun (1996:81) where he stipulates that corporate reputation have bottom line effects.  As such it has economic benefits for the organization.  A reputation of an organization is seen as the equivalent of a money value.  According to Davies, Chun, Da Silva & Roper (2003:71) the reputation rankings is a financial performance driver.  This view is motivated by the argument that reputation is positively related to the competitive advantage of a firm.  Through an excellent reputation the above authors (p.44) illustrate the organization becomes the first choice of its publics (employees, customers and investors).  It also helps to recruit the best employees.  This view also safeguards the organization by forming a so-called protective shield against different negative impacts on the organization.  Finally it is concluded that the organization will have reputation capital when its market value is bigger than the book value.  
A good reputation increases the organizations goodwill value.  As such it is an intangible variable:  “Reputation is an organization’s intangible capital” (Aula & Mantere, 2008:47).  Davies, Chun, Da Silva & Roper (2003:66) maintain that reputation could influence financial performance in a number of ways.  They also explain that reputation and financial performance are linked.  However, the reputation capital view fails to account for or grasp the essentials of reputation-formation, in other words how reputation is formed and what the role of communication is in the whole process.  Beddington, Larrinaga & Moneva (2008:340) contend that reputational “capital” is at “risk” in everyday interactions between organizations and their stakeholders with risks having many impacts on strategic, operational, compliance and financial levels.
As financial discourse is not enough to describe and define reputation.  Aula & Mantere (2008:50) argue that corporate reputation as interpretation is inherently subjective and socially constructed.  In this regard stakeholders give meaning to the organization through their perceptions, interactions, emotions, stories and judgments.  It also accounts for cultural, personality, behavioral and visual aspects.

4.2.1
The elements of corporate reputation

The traditional view is that corporate reputation consists of the three main elements, (1) the corporate identity of the organisation, which refers to the sum total of all the forms of expression that a company uses to offer insight into the organisation’s nature.  It is the self-portrayal of an organisation by means of its signage.  The so-called look and feel of the organisation inside the building.  (2) The corporate image, which is regarded as the picture people have of the company.  This usually refers to the external stakeholders of the organisation.  And (3) the corporate brand which means using the company’s name as a brand name to assign meaning to the face / company behind the organisation.  Corporate personality, corporate behaviour and corporate climate and culture are elements that contribute the perceptions stakeholders have about the organisation.
The article by Fombrun & Gardberg (2000:13-17) on the so-called temple of corporate reputation explains the six pillars of the temple, grounded in a foundation of honesty, credibility, reliability and responsibility.  The first pillar concerns the emotional appeal of the organization which is presented by general sentiments, respect, admiration and reliability.  The second pillar represents product and services of the organization.  The perceived attractiveness and the quality thereof:  quality, value for money, innovation and support.  The third pillar deals with the perceptions of the financial state of the organization, its profitability, competitiveness, investment risks and growth prospect.  The fourth pillar concerns the perceptions of the organization’s vision and leadership qualities of management.  The fifth pillar refers to the work environment where atmosphere, culture and the environment is paramount.  The last pillar represents the social and environmental responsibilities of the organization.  The foundation of honesty, credibility, reliability and responsibility relates to the King III Report on Corporate Governance (due Oct 2009).  
4.2.3
How are corporate reputations formed?

Reputation is created through multiple interactions with a particular organization (Davies, Chun, Da Silva & Roper, 2003: 62).  Corporate reputation has been defined by numerous authors with as many descriptions thereof:  the net result of perceptions Davies, et al,. 2006:63),  the general estimation in which one is held by the public (Balmer & Greyser, 2003:225) and overall assessments of organisations by their stakeholders (Van Riel & Fombrun, 2007:43),  Collective names such as expectations, meanings, interpretations, impressions are commonly used to describe corporate reputations.  Underlying is the multiple interactions, perceptions and assessments that lie in the eye of the beholder.  The stakeholder is paramount in the description of corporate reputations.  
Waddock (2006:251) emphasises that a good reputation is essential to leading corporate citizenship.  Testa (2008:3) captures the essence and relevance of Corporate reputation in this regard where he says that determines how stakeholders are likely to behave towards an organisation.  According to Goodman (2009:227) an organization’s reputation is driven by how it behaves in the following areas:

· How the business is run – governance.
· How good a citizen and neighbor the business is – environmental and social

performance. 
· Even in a recession. People now expect such behavior.

· How good the business’ products and services are – brand equity and quality.

· How the business’ people behave – human capital.

· How good the business leaders and their plans are – leadership and strategy.

· How good the business vision is for the future – innovation.

The above questions are relevant in the way stakeholders perceive corporate reputation.  Organizations abilities to address, manage and measure the above variables enhance the effectiveness of their respective corporate reputations.
4.3
THE ROLE OF CORPORATE COMMUNICATION IN CORPORATE GOVERNANCE AND RELATIONSHIP BUILDING WITH STAKEHOLDERS
Corporate communication is seen as the umbrella label for the task related communication that link internal and external stakeholders of the organization.  Van Riel & Fombrun (2008:14) refer to it as the integrative structure that link stakeholders to the organization:  “A corporate communication structure describes a vision of the ways in which an organization can strategically orchestrate all types of communication”.  They classify the types of communication into three categories:  Management communication, marketing communication and organizational communication.  Management communication is primarily concerned with the communication of the organizational vision and mission of the company, establishing and maintaining trust amongst organizational leadership , initiating and managing the change processes and empowering and motivating employees (Van Riel, 1995:9).  Marketing communication of the company primarily focuses on the promotional mix in the traditional marketing mix of the organization.  The promotional mix is also referred to as the communication mix of the organization.  

In addition, organizational communication encompasses the following aspects: public relations, public affairs, investor relations, corporate advertising, environmental communication and is seen as the instrument that communicates to stakeholders (including shareholders).  It refers to the total communication activity of the organization, both internal and external communication.  
In line with the corporate communication perspective (Van Riel & Fombrun, 2008:22-23) where the segmented communication functions are broken down the following tasks are ascribed to corporate communication:  to conduct corporate branding, in other words to make known the company behind the brand, to align the company’s desired identity and brand features, to assign communication responsibilities to individuals, to formulate and execute effective procedures to facilitate decision making about matters of concerning communication and to mobilize internal as well as external support behind corporate objectives.

4.3.1
A new interest into stakeholder relations
The classic work by Freeman (1984) is viewed by a number of academics as the first to classify a disparate literature and to explain the relations between stakeholders and their effect on the organization and the need to manage it (Mahon & Wartick, 2003:24; Bunn, Savage & Halloway, 2002:186; Mahon, 2002:429; Steyn & Puth, 2000:189; Mitchell, Agle & Wood, 1997:853 and Donaldson & Preston: 1995:65).  A stakeholder is seen as any group or individual who can effect or is affected by the achievement of the organization’s objectives (Freeman, 1984:46).
The stakeholder theory does not imply, according to Donaldson & Preston (1995:67), that stakeholders should be equally involved in all processes and decisions.  However, all stakeholders should be managed and informed about organizational issues.  Sound stakeholder relationships rely on continuous organizational communication.  “The most effective way to manage stakeholders is the interactive mode, i.e. to continuously create and maintain relationships with stakeholders.  Organizations that will sustain competitive advantage in the future are those that focus less on present shareholders and financial measures of success, but more on relationships with stakeholders (Steyn & Puth, 2000:192).”

The management of stakeholders is well documented in the literature.  It indicate extensively the development of a stakeholder theory or the lack thereof, the importance of sound relationships between organizations and their various stakeholder groups, the stakeholder model, issues management, and the alignment of organizational objectives with stakeholder interests. 

For the purposes of this paper, stakeholders are defined in the same context as Mahon (2002:429) did:”Any group or individual who can affect or is affected by the achievement of the organization’s objectives.”  The view by Goodijk (2003:231) that all stakeholders have their own interests made it more urgent that management should understand and align their interests towards organizational objectives.  
The responsibility for stakeholder management varies from organization to organization.  Steyn & Puth (2000:191-192) discuss four distinct approaches in assigning responsibility for stakeholder management:  The business unit approach.  In modern organizations, where multiple strategic business units, divisions and matrix configurations exist, it is relatively easy older managers to become diffused?  The above authors explain that these managers can only make decisions based on satisfying the external group with which they are most familiar.  This could lead to friction amongst current stakeholders.   Corporate planning approach.  Here corporate planners analyze the environment and select only those variables that affect the corporate strategy and plan.  Often, these selected issues have nothing or little to do with the majority of the key stakeholders.  Operations management approach.  These managers often focus on their functional tasks and neglect current issues on stakeholder groups.   As a result, new stakeholder groups are an overlooked task in the organization.  Corporate communication approach.  Due to changes in the business environment, it has lead to the broadening of public relations into public affairs.  External affairs evolved as a specialized function of corporate communication.  Specific managers were given the task of managing particular external groups.  These managers are in the best position to know who the stakeholders are and to communicate the information internally to the managers responsible for the development of integrated business strategies.

It is evident that organizations depend more and more on its key stakeholders and partners.  According to Grunig (2006:166) relationships offer a means for evaluating both the long-term and short-term contributions of public relations programs and of the overall function to organizational effectiveness.  These relationships will eventually enable public relations practitioners and academics to demonstrate that the return on investment (ROI) of public relations develops through the intangible assets which relationships provide to an organization.
A three-stage model of organizational relationships was formulated by Grunig and Huang (2000:34) with antecedents, maintenance strategies and relationship outcomes. The model provided general guidelines for the measurement of organizational relationships.  The value of the relationship outcomes of control mutuality,  commitment, trust, satisfaction and goal attainment are relevant in both the corporate reputation pillars as well as the King III Report on Corporate Governance. 
Encouraging relationships with stakeholders and engaging stakeholders is paramount in ensuring sustainable interaction between organizations, business and communities.  Gao & Zhang (2006:722) maintain that considerable interest in corporate sustainability appeared in recent literature.  The underlying theme concludes that business should integrate sustainability principles into corporate strategic policies and processes.  According to the above authors, the rationale for this integration is that sustainability affects the triple bottom line and long term profitability of a business and should therefore be treated as strategic assets of the business.  
The ideal interaction between the various stakeholders should be symmetrical (Grunig, 1992 and Toth, 2007), in other words interaction from all involved as equal communicators.  Gao & Zhang (2006:725) contends that stakeholder relations should be understood as a complex interplay of shifting, ambiguous and contested relationships between / within diverse stakeholders and organizations.  They further caution that business needs to build a network of stakeholder relationships in order to be sustainable.
4.3.2
Corporate social reporting
Corporate reporting is according to Consultnet (2009: no page) the managing of companies or organizations in a socially responsible manner.  “Consequent to increasing globalization, greater environmental and social awareness, and more efficient communication, the concept of companies’ responsibilities beyond the purely legal or profit-related has gained new impetus. In order to succeed, business now has to be seen to be acting responsibly towards people, planet and profit (the so-called ‘3Ps’) sometimes also known as the triple-bottom line. The perspective taken is that for an organization (or a community) to be sustainable (a long run perspective) it must be financially secure (as evidenced through such measures as profitability); it must minimize (or ideally eliminate) its negative environmental impacts; and, it must act in conformity with societal expectations. These three factors are obviously highly inter-related. Many companies now report regularly on the subject producing Sustainability and/or CSR (Corporate Social Responsibility) reports whose content is increasingly scrutinized by investors and financial institutions.”  Triple Bottom Line reporting is becoming an accepted way for businesses to demonstrate they have strategies for sustainable growth.  As one of the previous secretary generals of the Organization of African Unity (OAU) emphasized that Africa had not been fairly treated by the international media: “…the achievements of the continent are not fully understood and appreciated abroad.  Here, the public relations practitioner can make a difference.  While Africa’s wrongs need to be exposed, its achievements and efforts need also to be recognized” (Tilson & Alozie, 2004:337).  
Transparency, open access to information and ethical management principles are enhanced by the voluntary compliance to corporate social reporting.  The continent unfortunately has a track record of little if not no freedom of speech.
4.3.3
Corporate issues management through corporate communication

Even though the concepts of stakeholder management and issues management are relatively well documented, they are still fairly recent developments compared to some of the better known fields within the discipline of corporate communication and within the wider domain of management sciences.  Consequently, the concept of managing stakeholder issues is an even less developed field of interest than stakeholder management.  In current literature, the emphasis on stakeholder / issue relationships is not well documented.  

In practice, most organizations are able to classify homogeneous groups into identifiable stakeholders, but the relationship between stakeholders and issues is an aspect less explored.  According to Puth & Van der Waldt (2005:3) these variables are seldom addressed in an interrelated fashion so as to assist management to strategically manage stakeholder / issue relationships to obtain defined results.  The stakeholder view emphasizes reliability and equilibrium within stakeholder relations.  These relations are critical manifestations of corporate culture and the evolution of strategies that give rise to benefits for all or most stakeholders over the long run. 

Steyn & Puth (2000:207-209) discuss the concept of “issues” in-depth and conclude that three aspects should be considered when the concept of issues is defined:  Firstly, it could be seen as a condition or pressure that will have a significant effect on the functioning of the organization or its future interests, if it continues.  Aspect two indicates a point of conflict between an organization and one or more of its publics, and lastly the fact that issues are seen as unsettled matters between what is ready for decision. The emphasis on stakeholder relationships must pervade the organization, as Post, Preston & Sachs (2002:25) put it.  The organization’s stakeholder network should treat all relationships as important, although all are not of equal relevance or priority for specific situations or issues.  Finally Post, Preston & Sachs (2002:25) emphasize that the recognition of and the interaction with stakeholders are integral and on-going parts of the management process: “Favorable stakeholder relationships generate long-term competitive advantages for the firm and society as well.”  The categories of issues include the following: Current issues that are debated in the mass media.  Emerging issues are those that are likely to be important in future.  It will also become the subject of legislation, and on which the government position has not yet been formulated.  Social trends could also be seen as issues. 

“The management of issues allows organizations to know, understand, and interact more effectively with their environment and, by implication, with their stakeholders”  (Steyn & Puth, 2000:206).  For issues management to succeed as a strategic activity, the above authors put forward three prerequisites; firstly, top management support is needed to drive the issues management program.  Therefore the program needs to have clear and explicit business outcomes, as well as the view that issues management efforts are communication-ended and not communication-controlled.  Secondly, change and competition necessitates the demand for issues management.  Management need to examine and develop positions for issues threatening the organization’s ability to remain competitive.   Lastly, the vast amount of information from the electronic media as well as the accessibility thereof is a driving force for managing issues.  Organizations have to share information.  There is a need for rapid communication to reach specific stakeholders with clear positions on priority issues.

In accordance with Jacques (2002:140-147) issue management is the management process whose goal it is to preserve markets, reduce risks, create opportunities and manage image as an organizational asset for the benefit of both the organization and its stakeholders.   Normally the issue life cycle consists of the following phases:  the concern phase, the problem phase, the issue phase and then the crisis phase.  The ultimate goal for the management of issues is to:”… take an issue through its life cycle so that it is resolved in directions favourable to the organization”  (Jacques:2002:141).

Consistent with Heath (1997) issues management is not simply public policy management.  Nor is it issues communication, such as issues advertising, community relations or governmental relations.  It requires that public policy issue discussions be incorporated into corporate strategic business planning and management.  Once the issues management process is associated with corporate strategic business planning and efforts to enhance corporate responsibility, it becomes distinguished from routine public affairs or public relations.  This paper holds that it is not merely social issues to which organizations respond but rather to stakeholder issues.  As Steyn & Puth (2000:210) contend, it is from a stakeholder management position that corporate success depends on an ongoing process of stakeholder management in which the interests and demands of stakeholders are identified and dealt with appropriately.

Little attention has been given to the development of a quantitative approach for strategic management of stakeholder / issue relationships to assist managers to improve business performance.   Friedman & Miles (2002:2) contend that not enough work has been done on the organization / stakeholder relations.  Puth & Van der Waldt (2005) and Friedman & Miles (2006: 185) explain that in this regard issue management is important in stakeholder relations.  Issues impact directly on organization’s reputations.  The likelihood that negative impacts could shatter sound corporate reputations is evident.  The rationales for strategic issues management interventions are paramount.
5. CONCLUSION AND RECOMMENDATIONS
It is evident that sustainable development should meet the needs of the present without compromising the ability of future generations to meet their own needs (Grayson, et al., 2008:1 and Global Reporting Initiative, 2002:9).  For businesses, sustainability is a powerful and defining idea: a sustainable corporation is one that creates profit for its shareholders while protecting the environment and improving the lives of those with whom it interacts. It operates so that its business interests and the interests of the environment and society intersect.  A sustainable business stands an excellent chance of being more successful tomorrow than it is today, and remaining successful, not just for months or even years, but for decades or generations.  Increasingly, businesses are expected to find ways to be part of the solution to the world’s environmental and social problems. The best companies are finding ways to turn this responsibility into opportunity. We believe that when business and societal interests overlap, everyone wins [http://getsustainable.net/ (Accessed:  18 August 2009)].  
Kofi Annan:” No one is born a good citizen; no nation is born a democracy. Rather, both are processes that continue to evolve over a lifetime” [http://www.unglobalcompact.org/AbouttheGC/TheTENPrinciples/index.html (Accessed: 25 August 2009)].  And Grayson (et al., 2008:2) maintains that:  “…corporate sustainability should be viewed more as a journey than an end state.”  These analogies are equally evident in sustainable corporate governance relations:  it is a continuous process and a journey towards sustainability.  
With regard to the above literature study, this paper comes to the following conclusions in relation to the set research objectives:

RO 1: To contextualize why corporate governance became a more prominent focus in strategic management in South Africa.
Corporate governance became a more prominent focus in strategic management.  The movement towards sustainable businesses necessitates that the triple bottom line thinking be aligned with business strategy.  As De Jongh & Erasmus (2009:62) confirm the rules of the game have changed:  “Ethical business practice in the modern business environment and the emergence of a myriad of new media create a complex communication landscape if a company is serious about managing information on the practices of the corporation. Not doing the wrong thing is no longer the only prerequisite to being seen as an ethical company”.

Various principles of governance exist.  However, the King III Report on Corporate Governance is applicable to all types of businesses and organizations, irrespective of size, reputation ranking, financial turnover or profit.  For South African organizations it is imperative that the available code of corporate governance of the King III Report be incorporated in its operational procedures.  King III Report on Corporate Governance provides principles for all types of organizations to apply within its contexts.  Ethical management and organizational actions that are accountable effect sound stakeholder relations.

RO 2: To indicate how corporate reputations are enhanced or diminished through corporate governance plans in organization.
Perceptions of the global brand names Exxon, Tylenol, Shell, Enron, Celebrity Big Brother (Regester & Larkin, 2008) are fixed in the various stakeholder minds.  The corporate reputations are influenced by a new social conscience stakeholder who values ethical business as important.  South African examples offer unique opportunities for organizations to learn and to be attentive for improving their corporate reputations.  
Corporate reputations can be measured and managed.  AngloGold Ashanti’s decision to re-enter the Ituri district in the DRC for mining almost cost the company’s reputation.  However, improved and sustainable stakeholder engagement during a long period equalized the negative perceptions.  The squatter camps of Impala Platinum mine near Rustenburg impacted negatively on the reputation of the mining company.  An ongoing process of liaising, interacting and consulting with the local community and opinion leaders as well as traditional land leaders ensured that the community is willing to alter its stereotypes and prejudice.  Sasol petroleum unwarily trampled on the human rights of inhabitants in Mozambique and negatively influenced the traditionally ‘good’ reputation of Sasol.  Through mediation and active interaction with all stakeholders the tiresome salvaging of its reputation takes place.  
The Mama Afrika – Ukwakha Isizwe project by Clover South Africa for community involvement escalates with unprecedented success.  A project initiated by Prof. Elain Vlok and one of her former students Mr. Ben Truter, CEO of the communication agency Black Khaki.  The present pride of the South African nation, the Gautrain project is as successful in stakeholder relations and cognizance should be taken of its community involvement programs.  The latter two cases currently receive positive feedback from its stakeholders; as a result it impacts positively on the company image and reputation.  Both these cases offer African solutions to address unique development challenges in a developing context (See the Appendices at the back for a brief review). 
RO 3: To describe the role of corporate communication in relationship building with stakeholders.
The lifeblood of any organization is communication.  Reputations are managed through two way symmetrical communication and transparent stakeholder relations.  Corporate reputation and relationship communication – particularly public relations are essential and an integral element within corporate governance (Haywood, 2005:35).  The ever increasing new technologies, new media, interactive media necessitates continuous reporting on corporate governance and related issues necessitates professional individuals who can manage, package and reflect on crises and issues that impact on stakeholder relations.  Sound integrated corporate communication on all levels (including that of the CEO) should be managed to enhance boardroom speak, networking and stakeholder as well as issue involvement.  
The exploratory nature of the integration of the governance, stakeholder and reputation variables necessitates verification through both qualitative and quantitative research.  With regard to the conclusions above; the following recommendations are put forward to stimulate future research in this regard:
In the words of Beddington, et al., (2008:341) that alignment of brand, reputation and reporting are imperative for sound stakeholder relations and corporate reputations.  They further caution that sustainability reports indicate trouble spots.  On the other hand, it could sensitize organizations to possible underlying issues.  In this regard issues management strategies can be implemented.  This paper holds that sustainability reports should be analyzed in order to ascertain trends, that blogs (all forms of mobile media etc.) and comments by pressure groups and activists (as stakeholders) should also be analyzed and managed.  An issue that is ignored has the potential to become a major crisis.  Management should be able to identify issues before it becomes a crisis, address the issues and evaluate the outcomes thereof.
The quality and quantity of corporate social reporting will eventually increase corporate reputations more positively.  As compliance, transparency and ethical management become more evident so will the capital value of corporate reputations increase.  The various roles of communication experts as that of the technician, manager and strategist (Steyn & Puth, 2000) should be integrated into the corporate governance actions as well as reputation management of organizations.  
The impact of corporate governance on reputations is becoming more evident.  This new awareness should contribute towards improved stakeholder conscience with regard to sustainable ethical business practices.  It is therefore recommended that corporate reputation should be studies in a holistic, interrelated and interdependent symbiosis (a cooperative, mutually beneficial relationship) with: stakeholder interpretations (meanings) or perceptions and issues on the one hand and corporate governance, citizenship and reporting on the other.  At the heart of this intricate balance lies the management of corporate communication.  Competence in stakeholder relations can be utilized throughout an extended enterprise network.  It is a source of competitive advantage and an underwriter of the organization’s “license to operate” within its environment.
De Beer (2009:1)  taking account of and responding to the legitimate interests and 

· concerns of stakeholders appreciating how stakeholders' perceptions affect a company's reputation 

· proactively governing relationships with the company's stakeholders 

· overseeing the identification and implementation of mechanisms and processes that promote enhanced levels of constructive stakeholder engagement 

The University of Pretoria’s outstanding reputation in the fields of business ethics and responsible leadership resulted in three of its academics’ close involvement in the drafting of the recently released King III Report on Governance for South Africa.

King III is a set of corporate governance principles and guidelines in which aspects of ethical leadership, corporate citizenship, boards and directors, audit committees, governance of risk, compliance with laws, codes and standards, internal auditing, governing stakeholder relationships as well as integrated reporting and disclosure are addressed. 

“As part of our commitment to community service in the South African context, it was important for the University of Pretoria to contribute to King III as it plays an important role in shaping the way that companies and public sector organisations are directed and controlled in South Africa,” says Professor Deon Rossouw, Head of the Philosophy Department and Director of the Centre for Business and Professional Ethics.

Rossouw, and staff members Estelle de Beer (Department of Marketing and Communication Management) and Professor Derick de Jongh, Director of the Centre for Responsible Leadership (CRL), crafted contributions over a period of two years.

Rossouw and De Jongh were members of the Integrated Reporting and Disclosure Committee and were closely involved in drafting chapter one of King III that provided the ethical foundation for the responsible governance of companies.

“The positioning of the first chapter was a significant development since the principles of responsible leadership and corporate citizenship now form the basis of the entire report.” said De Jongh.

Estelle de Beer was one of six researchers who contributed to King III. She was also a member of the Compliance and Relationships Committee. “The discipline of communication management plays a vital role in the strategic management of organisations. The Department of Marketing and Communication Management at UP specialises in this field and we could therefore contribute significantly to the chapter on Governing Stakeholder Relationships,“ she said.

Of the 123 people involved in the compilation of the King III Report, less than 20% are serving directors. The others are professionals and experts who covered the respective topics in the chapters. King III is the third report of its kind to be issued. King I was issued in 1992 and King II in 2002.
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Appendix 1
The King Reports on Corporate Governance
“Corporate governance in South Africa was institutionalised by the publication of the King Report on Corporate Governance (“King Report ;1994”) in November 1994.   The King Committee on Corporate Governance was formed in 1992, under the auspices of the Institute of Directors, to consider corporate governance of increasing interest around the world, in the context of South Africa.  This coincided with profound social and political transformation at the time with the dawning of democracy and the re-admittance of South Africa into the community of nations and world economy.

The purpose of the King Report 1994 was, and remains, to promote the highest standards of corporate governance in South Africa.  Unlike its counterparts in other countries at the time, the King Report 1994 went beyond the financial and regulatory aspects of corporate governance in advocating an integrated approach to good governance the interests of a wide range of stakeholders and fundamental principles of good financial, social, ethical and environmental practice. In adopting a participative corporate governance system of enterprise with integrity, the King Report 1994 successfully formalized the need for companies to recognize that they no longer act independently from the societies in which they operate.  Yet a distinction needs to be made between accountability and responsibility:

One is liable to render an account when one is accountable and one is liable to be called to account when one is responsible. In governance terms, one is accountable at common law and by statute to the company if one is a director and one is responsible to the stakeholders identified as relevant to the business of the company. 

The stakeholder concept of being accountable to all must be rejected for the simple reason that to ask boards to be accountable to everyone would result in their being accountable to no one. The modern approach is for a board to identify the company’s stakeholders, including its shareowners, and to agree policies as to how the relationship with those stakeholders should be advanced and managed in the interests of the company. Wherever the term “stakeholder” is applied in this Report, it is used in the sense enunciated in this paragraph.

In decades past if people had gathered in order to establish a company to produce goods they would have applied to a regulator for a license, hired premises, bought plant, and proceeded to manufacture without much regard to the impact on the environment, or the interests of other stakeholders. The permission from the regulator to manufacture the goods would have been the “license to operate”. Today, the license to operate a company is much more complex. Boards have to consider not only the regulatory aspect, but also industry and market standards, industry reputation, the investigative media, and the attitudes of customers, suppliers, consumers, employees, investors, and communities (local, national and international), ethical pressure groups, public opinion, public confidence, political opinion, etc. The inclusive approach recognizes that stakeholders such as the community in which the company operates, its customers, its employees and its suppliers need to be considered when developing the strategy of a company. The relationship between a company and these stakeholders is either contractual or non-contractual. The inclusive approach requires that the purpose of the company should be defined, and the values by which the company will carry on its daily life should be identified and communicated to all stakeholders. The stakeholders relevant to the company’s business should also be identified. These three factors must be combined in developing the strategies to achieve the company’s goals. The relationship between the company and its stakeholders should be mutually beneficial. A wealth of evidence has established that this inclusive approach is the way to create sustained business success and steady, long-term growth in shareowner value. 

However, it must constantly be borne in mind that entrepreneurship and enterprise are among the important factors that drive business: Emerging economies have been driven by entrepreneurs who take business risks and initiatives. With successful companies, come successful economies. Without satisfactory levels of profitability in a company, not only will investors who cannot earn an acceptable return on their investment look to alternative opportunities but it is unlikely that the other stakeholders would have an enduring interest in the company. 

The key challenge for good corporate citizenship is to seek an appropriate balance between enterprise (performance) and constraints (conformance) which takes into account the expectations of shareowners for reasonable capital growth and the responsibility concerning the interests of other stakeholders of the company. This is probably best encapsulated in the statement attributed to the President of the World Bank, Jim Wolfensohn, in which he stated that “[t]he proper governance of companies will become as crucial to the world economy as the proper governing of countries”.  Proper governance embraces both conformance and performance.

Conforming to corporate governance standards results in constraints on management. Boards have to balance this with performance for financial success and the sustainability of the company’s business. Tomorrow’s Company in the United Kingdom developed the concept of three corporate sins, namely sloth, being a loss of flair when enterprise gives way to administration; greed, when executives might make a short-term decision because it has greater impact on their share options than a decision that might create longer term prosperity for the company; and fear, where executives become subservient to investors and ignore the drive for sustainability and enterprise.  

Corporate governance principles were developed, inter alia, because investors were worried about excessive concentration of power in the hands of managers with the era of the professional manager.  This protection against greed could encourage the sins of sloth and fear with an erosion of enterprise and an encouragement of subservience. A balance is needed. 

While the King Committee remains firmly committed to these philosophies, a number of the far-reaching recommendations contained in the King Report 1994 have subsequently been superseded by legislation in the social and political transformation which coincided with its release. Some of the more significant have been the Labour Relations Act (No. 66 of 1995), Basic Conditions of Employment Act (No. 75 of 1997), Employment Equity Act (No. 55 of 1998) and the National Environmental Management Act (No. 107 of 1998) amongst a number of others. The intervening period has also seen the listings requirements of the JSE Securities Exchange South Africa (formerly Johannesburg Stock Exchange) (“JSE”) comprehensively revised in 1995 and again in 2000 to ensure that they remain current with international best practice. In this time, some of the recommendations for statutory amendments to the Companies Act (No. 61 of 1973) (“Companies Act”) contained in the King Report 1994 were promulgated permitting companies to obtain liability insurance cover indemnifying their directors and officers1, compelling disclosure of the identity of beneficial owners of shares held by nominees2 and making the appointment of the company secretary mandatory for public companies with a share capital.
(Available from: http://www.iodsa.co.za  [Accessed: 2009-08-12] and also
http://www.ukzn.ac.za/ukznms/king-report-on-corp-gov.pdf  [Accessed: 2009-08-25]). 
Appendix 2

Case A

AngloGold Ashanti Decision to Re-enter the Ituri District

In November 2004, AGA took the decision to re-enter the DRC to undertake exploration in Mongbwalu whilst conflict continued in Ituri District. AGA consulted a range of external informants on the situation, assessed the risks and opportunities involved and made a strategic decision to continue exploration in the concession area: The judgment, on balance, at that time, based on the views of a wide range of stakeholders, was that there was an appreciable measure of risk associated with the venture, but that it was manageable.  Steve Lenahan, AngloGold Ashanti.  One management response to the decision to re-establish activities in the conflict zone was to build relations with the UN peacekeeping force, MONUC. MONUC was operating in the Ituri District at the time and there are differing views on the relationship between AGA and MONUC. 
In particular, there is lack of clarity about whether or not MONUC advised AGA that it was feasible to re-enter the area and the level of support which AGA understood would be provided by MONUC to avoid negative relationships with rebel groups. Without a clear commitment in writing from the UN during the period of conflict provides the basis for the lack of certainty . In March 2004 (prior to the merger), the FNI President Njabu returned from his base in Kinshasa to Mongbwalu and engaged with AGK. According to AGA, he told AGK that they were welcome in the area and that the war was finished and FNI wanted to become a political party. FNI set itself up as the authority in the area and provided permission to AGK to continue exploration activities in the concession area. 
There are different positions about the extent to which AGA sought permission of FNI, thereby providing political legitimacy to the militia group, or whether this “permission” was granted without AGA’s solicitation. It is AngloGold Ashanti’s view that the FNI expressed this public view for its own political purposes. Over the next year and a half after AGK’s re-establishing a presence in the area, the FNI was allegedly provided with financial payments, and other support including accommodation, transport and levies for cargo flown in to the area. factual basis for these allegations are disputed. AGA maintains that it never knowingly provided financial or logistical support to the FNI. 
An amount of $8,000 was paid in an act of extortion, it was not clear at the time that the levies paid for landing fees were being directed to the FNI, as DRC interim government receipts were issued for the said payments and the buildings and accommodation on the lease area was occupied by a range of people in Mongbwalu, without AngloGold Ashanti permission. HRW maintains that these actions were tantamount to “support” and ensured AGA’s control of the concession area. In early 2005 the leadership of FNI was detained in Kinshasa in connection with the killing of UN peacekeepers. UN peacekeepers were deployed in Mongbwalu in March as part of a broader management of conflict in the region. The Corporate Affairs and Community Development team from AGA head office visited the site at this time”. 
(Available from: 

http://www.unglobalcompact.org/NewsAndEvents/event_archives/ 
ghana_2006/AngloGold.pdf  [Accessed: 2009-08-16]).
(See also:  Kapelus, Hamann & O’Keefe, 2009: 117-132)
Appendix 3

Case B

Squatter camps at Impala Platinum
“Management of socio-economic development Implats takes its responsibility as a corporate citizen seriously, ensuring that its activities and actions have a positive impact on the communities in which the company operates and from which its employees are drawn. Its approach is a holistic one and encompasses procurement and employment practices, training, engagement with local authorities, establishment of infrastructure and socio-economic development. In this respect, socioeconomic development includes the identification of opportunities for improving the livelihoods, well-being and prospects of a broad cross-section of the community.

Implats’ socio-economic development activities in South Africa are managed under the auspices of the Impala Community Development Trust (ICDT), which was formed by the group in 1998 and the Impala Bafokeng Trust, which was set up in September 2007 as part of the group’s BEE transaction with the Royal Bafokeng Nation (RBN). In addition, as part of its SLP commitments, the group is undertaking extensive local economic development (LED) programmes in all the communities in which it operates.

The ICDT aims to be a facilitator of social development and encourages meaningful and sustainable interventions, always in partnership with local communities and often in partnership with other donors. This collaborative approach facilitates ownership (and therefore legitimacy) of projects, and assists in attracting investment from other donors and support from governmental agencies, nongovernmental organisations (NGOs), community-based organisations (CBOs) and others.

Guided by its Corporate Social Affairs Policy (see the website at www.implats.co.za), the group aims to ensure that it makes a positive contribution to poverty alleviation, community development (by establishing infrastructure and empowering community structures) and enabling government to facilitate improved service delivery and local economic development. Although the ICDT’s overriding goal is the empowerment of a broad range of stakeholders, it places a specific emphasis on black youth, women and people living with disabilities.

Social development officers based at the operations identify possible projects or review the various applications they receive and submit these for approval. Applications to the ICDT are evaluated internally prior to consideration by the ICDT Board of Trustees. Group CEO David Brown is the chairman of this board”  
(Available from: http://www.implats.co.za/business/impala.asp. [Accessed: 2009-08-14])
(See also:  Hamann, 2009: 190-208)
Appendix 4

Case C
Sasol and human rights in Mozambique
"At Sasol, we take sustainability seriously, that's why sustainable development is integral to our strategy" – says Pat Davies, Sasol chief executive

	Sasol commits to sustainable development (sd) as defined by the World Commission on Environment and Development. We aim to meet the needs of today's generation without compromising the ability of future generations to do the same.

Our operations are conducted with sensitivity towards the economic, social and environmental needs of stakeholders. The business is a healthy mix of financial prosperity, balanced with environmental stewardship and social responsibility. 

Sasol constantly explores new ways to be more resource efficient and develop innovative products that position us favourably in the marketplace. 

In addition to making a substantial contribution to the South African economy, we are becoming an increasingly valuable presence in the Asia Pacific Rim, Europe and the USA. 
(Available from:  
http://www.sasol.com/sasol_internet/frontend/navigation.jsp?navid=2400007& rootid=2  [Accessed: 2009-08-17]).



(See also: Hanks, 2009: 98-116).
Appendix 5

Case D
Clover Mama Afrika – Ukwakha Isizwe

Clover’s far-sighted and innovative social upliftment programme, Clover Mama Afrika - Ukwakha Isizwe (building and nurturing our nation) - has exceeded all expectations since it was launched in 2004. By supporting the real pillars of any community – the Mamas – Clover has been able to actively reach more than 9 500 children and 1 500 elderly, many of whom have been abused, or are orphaned, homeless or victims of HIV/Aids.

Clover’s flagship social upliftment project seeks to assist and support communities at grassroots level. By empowering the Mamas – the backbone of most communities – Clover is sustainably helping them to not only look after themselves, but also the people around them. Mamas reflect humility, caring and strength and are respected by their peers. Equally important, they understand the needs of their communities, and actively seek to address those needs in whatever way possible. Within their community, they unassumingly take charge of protecting, nurturing and educating their children as well as taking care of the abandoned senior citizens.

Today the Clover Mama Afrika project supports 30 Mamas who run successful care centers throughout South Africa. Clover trains them to become proficient in such essential skills as cooking, baking, sewing, crocheting, business management, food gardening and bread baking skills. Over and above the training sessions these women are supplied with the necessary tools, equipment and infrastructure to create an income for their communities.

While Africa is still a land of hunger and need, Clover Mama Afrika is a story of hard truths and soft touches…. Of an initiative that’s out of Africa and fully in place… Of money that’s not simply disappearing into a bottomless pit, but helping people rise above their circumstances. Clover is passionately committed to its Mamas and to the programme. It has the infrastructure and the finances to continue supporting the communities throughout South Africa. As Professor Elain Vlok, Manager, Corporate Services from Clover and driver of the project explains: "The Clover Mama Afrika project is a long-term commitment to social development. The focus is on self-help projects to ensure the sustained improvement of the standard of living in the various communities. The principles of the initiative can be related to the old proverb that says that if you give a man a fish, you will feed him for a day. Teach him to fish and you feed him for a lifetime.”  
(Available from: http://www.clover.co.za/245/social-responsibility.  [Accessed: 2009-08-26]).
Appendix 6

Case E

Gautrain: African solutions to address unique development challenges

“As the first ever rapid rail system for Africa and one of the biggest infrastructure projects in South Africa, Gautrain has become a symbol of pride, prosperity and progress for the continent. 

These are the words of Jack van Merwe, CEO of the Gautrain Management Agency. Van der Merwe will address a media conference on 9 June from 15:00 at the 58th UITP World Congress. Gautrain will participate in the UITP World Congress and Mobility & City Transport Exhibition. 

In a country where existing public transport is in dire need of upgrading and traffic congestion is affecting economic mobility and growth more and more, Gautrain will bring much-needed world-class technology to South Africa and assist in providing transport solutions. The first phase, linking OR Tambo International Airport and Sandton, will be operational in 2010 with the balance of the system due to open in 2011. 

Travelling at 160 kilometers (100 miles) per hour, Gautrain will link ten stations over an eighty kilometer (50 miles) route and three metropolitan areas. Three of these stations will be located underground, the deepest nearly 11 stories below street level. The system will include an express airport link between OR Tambo International Airport and Sandton, the business heartbeat of the South Africa. Stations will be serviced by dedicated bus feeder and distributor routes. 

Rolling stock comprises 96 Bombardier’s Electrostar rail cars that will be operated initially in four-car train sets with a capacity to carry more than 100 000 passengers per day.  In an environment where public transport is often seen as an unreliable option, Gautrain has developed innovative solutions in order to attract skeptical car users. In addition, the province of Gauteng has experienced an economic and population boom which necessitated a rethink on integrated transport infrastructure and spatial development. Simultaneously, social and environmental threats such as inner city decay, a high rate of unemployment, urban sprawl and carbon emissions caused by private cars are all concerns which Gautrain’s strategic objectives have to address. 

“We recognised the unique challenges that our region faces. Gautrain will become a benchmark for how to implement the best in global technology today while devising innovative local solutions that are customised for Africa and her people,” says Van Der Merwe. 

Local assembly to transfer skills 
Although manufactured in the United Kingdom, 81 out of the 96 Electrostar rail cars are being assembled in South Africa. To familiarise themselves with the production processes, South Africans first attended training at Bombardier Transportation’s facility in Derby in the UK. A mirror production line was then installed in South Africa and the first fully assembled cars from this line have already been delivered to the project. 

Rolling stock customisation 
Train sets are distinctly branded in Gautrain’s golden colours. The outside shape of the Electrostar driver cab has been customised to improve its aesthetics resulting in an ultra-modern vehicle shape. Customised to meet local conditions including gradients of 4% (compared with typically 1.5% on the lines Electrostar cars currently operate in the UK), a relatively harsh operational environment and potentially high passenger loads, the Electrostar rail cars will feature enhanced propulsion with motorisation of 75% of all axles.  Customisation of the Electrostar vehicles will also meet the requirements of airport passengers travelling on the dedicated 15-minute link between OR Tambo International Airport and Sandton. The two forward rail cars will feature fewer but wider and more luxurious seats as well as special areas for luggage storage near the doors. 

Commitment to Socio-Economic Development 
Investing in sustainable economic growth, Gautrain project partners have committed to Socio-Economic Development targets as set out in a Concession Agreement. Job creation and skills training for local people includes: 

• Broad-based black economic empowerment to overcome the apartheid legacy 

• Development of small, medium and micro enterprise 

• Sustainable development of underprivileged communities 

• Employing historically disadvantaged individuals 

• Employing women 

• Employing people with disabilities 

• Women and historically disadvantaged individuals in management positions 

Commitment to Environmental Sustainability 
Environmental considerations have been at the forefront of all aspects of the project development, including the design and construction phases. Extensive public participation exercises had a substantial influence on the ultimate route location. An interesting aspect was “search and rescue” exercises conducted within the demarcated rail reserve before the commencement of construction to relocate indigenous fauna and flora. Independent monitoring and verification of environmental processes and interventions has been given high priority at all stages of project development. 

Transport and land use integration 

Gautrain works closely with other public transport bodies to ensure that public transport facilities, services and operations are integrated. This will allow for future effective transfer from one transport mode to the other. 

Integrated with future land use strategies of local authorities, Gautrain is considered a catalyst for a higher density mixed land use urban development and will also play and important part to lure residents and businesses back to rejuvenated inner cities. 

While the property market has slowed down in the rest of the country, properties along Gautrain’s route are experiencing a boom in both development and pricing. Once Gautrain is running, it is possible that property prices will escalate further around Gautrain stations as commuters seek to find housing that is conveniently close to stations. 

Corporate governance 
Several bodies are in place to oversee the implementation of good business practice, transparency and accountability to all Gautrain’s stakeholders. 

• Gautrain is a Public-Private Partnership (PPP) project. The Gauteng Provincial Government is the public partner and the primary promoter of Gautrain. A key role-player is the National Department of Transport who has taken responsibility for 50% of the contract price. Another important role-player is the Department of Finance and its Public-Private Partnership Unit through which Gautrain obtained the necessary treasury authorisations in order to conclude the procurement phase. Gautrain’s private partner is the Bombela Concession Company. The concessionaire is made up of four specialist sponsors as well as two investor companies. They are the two construction companies, Murray & Roberts, and Bouygues, the rolling stock and other electrical and mechanical equipment suppliers, Bombardier, and the Black Empowerment Partner, SPG. Bombela has a 20-year concession agreement with the Gauteng Province for construction (54 months) and operating and maintenance (15 years). The public and private partners have signed a concession agreement which commits the parties to achieving the Gautrain Project objectives. 

• Gautrain Management Agency (GMA). The GMA assists the Gauteng Provincial Government while overseeing the concession agreement and the achievement of project objectives. 

The following independent bodies play an important role: 

• Independent Certifier: Financial advances made by the Gauteng Provincial Government for the delivery of the Gautrain system are only paid against the completion of specific verifiable milestones. Milestones are certified on a monthly basis by the Independent Certifier and consolidated into a monthly payment certificate. 

• Independent Environmental Control Person (IECP). An IECP monitors and reports on compliance with the approved Environmental Management Plan, as well as any other environmental statutory obligations pertaining to environmental performance during construction and subsequent operation of the Project. 

• Independent Socio-Economic Monitor (ISEM): The purpose of the ISEM is to perform an independent verifying role to validate compliance by the Concessionaire with its contracted socio-economic obligations during the design, construction and commissioning of the project. 

• Dispute Resolution Board (DRB): The body is jointly appointed by the Gauteng Province and Bombela for the development phase of Gautrain. 

Gautrain’s impact on Socio-Economic Development 
Although construction is still underway, Gautrain has already made a significant impact on the welfare of South Africans. With regards to job creation, the following has already been achieved: 

• 11 700 direct jobs 

• 63 200 direct, indirect and induced jobs 

• Companies benefited include: 

• 260 Black Empowerment Entities (R1 900 million) “

(Available from: http://www.uitp.org/vienna2009/exhibition/pr/UITP%20Gautrain %20media%20release1.pdf [Accessed: 2009-08-20]).
The Institute of Directors in South Africa Presentation CRF 2009 – Power Point Presentation Transcript

The Institute of Directors in Southern Africa

Corporate Registers Forum King Report 31 March 2009

INTRODUCTION 

King III released for two month public comment period by the IOD on 25 February 2009 

King II report updated for: 

Proposed changes to the Companies Act (currently the Companies Bill, 2008) 

Changes in international governance trends 

Remains principles based 

Final King III report will be effective from 1 March 2010 

King III available from the IOD website www.iodsa.co.za 

OVERVIEW OF KEY CHANGES 

Principle vs. Legislative 

Comply or explain vs. Comply or else vs. Apply or explain 

There is always a link between good governance and law 

Key words – 

Must: Indicates a legal or regulatory requirement 

Should: Best practice for good governance 

May: Indicates areas where the committee proposes certain practices for consideration 

Key principles 

Leadership 

Sustainability 

Emerging governance trends 

Alternative dispute resolution 

Risk based internal audit 

IT governance 

Shareholders and remuneration 

Evaluation 

New issues 

Fundamental and affected transactions 

STRUCTURE 

OUTLINE Chapter 1 Boards and directors Chapter 2 Corporate citizenship: leadership, integrity and responsibility Chapter 3 Audit committees Chapter 4 Risk management Chapter 5 Internal audit Chapter 6 Integrated sustainability reporting and disclosure Chapter 7 Compliance with laws, regulations, rules and standards Chapter 8 Managing stakeholder relationships Chapter 9 Fundamental and affected transactions 

Application of the Code 

Affected entities 

In contrast to the King I and II codes, King III applies to all entities regardless of the manner and form of incorporation or establishment. Any entity adopting the code would have practiced good governance. For that reason, each entity should consider the approach that best suits its size and complexity. 

Basis of framework 

Statutory vs. a code of principles and practices vs. a combination 

Practice Notes 

Boards and Directors 

Corporate citizenship 

Ethical culture 

Strategy, risk, performance and sustainability inseparable 

Sustainability as a business opportunity 

Internal and external disputes resolved effectively, expeditiously and efficiently 

Compliance framework and policies 

Commence business rescue 

Boards and directors 

Majority NED of which majority independent 

Independent criteria: 5% and performance based payments 

Minimum 2 executives 

1/3 rotate at AGM 

MOI allow board to remove CEO as director – no shareholder approval 

Boards and directors 

Independent NED chairman separate from CEO 

Chairman should consider number of additional chairmanships 

Regular briefings 

Incompetent director removed 

Individual and board evaluations against duties 

Boards and directors 

Audit, risk, remuneration and nomination functions 

Remuneration policy approved by shareholders 

Factors outside influence not taken into account when assessing remuneration 

Board determines executive remuneration 

Annual remuneration report issued 

Boards and directors 

Policies to pay above median should be justified 

Multiple performance measures should be used to avoid manipulation 

Balloon payments on termination avoided 

NED should not receive share options 

Vesting of rights on share based incentives should be measured on performance conditions 

Boards and directors 

Re-pricing, surrender or re-grants not permitted 

Share or option awards not permitted in closed period 

No backdating of awards 

Corporate citizenship: Leadership, integrity and responsibility 

Emphasis on leadership and values 

Ethics of governance and the governance of ethics 

Integrated sustainability performance over and above reporting 

Integration of strategy, sustainability and control 

Audit committees 

Combined assurance model 

Integrated reporting 

Shareholders to appoint audit committee 

Duties in line with Bill 

May be delegated risk and sustainability 

Chairman at AGM 

Evaluate finance function 

Audit committees 

Decide if external audit should perform assurance on interim results 

Audit committee should engage external auditors to provide assurance on summarized financial information 

Integrated sustainability reporting may be delegated to audit committee 

Recommend to board to have external auditors provide assurance on ISR 

Audit committees 

Financial risk roles include: 

Financial risks and reporting 

Review of IFC 

Fraud risks 

IT risks 

Risk management 

Inseparable from strategic and business processes 

CEO at forefront of adopting and upgrading risk management plan 

Concept of chief risk officer 

Internal audit to provide independent assurance on risk management process 

Key modern risks 

Internal audit 

Role: 

Perform review on governance processes and ethics 

Objective evaluation of risk management and internal control 

Evaluate business processes and controls 

Source of information on fraud, corruption etc 

Written assessment of effectiveness of internal controls 

Risk-based approach 

Internal audit 

Strategically positioned – remain independent 

Direct relationship with audit, governance and risk committees 

CAE should be member of EXCO 

Integrated sustainability reporting 

Reporting should be: 

Material 

Relevant 

Accessible 

Understandable 

Comparable 

Formalized 

Regular 

Independent assurance 

Compliance 

Mandatory compliance with laws and regulations 

Board must be aware of laws, rules, regulations and standards 

Board is responsible for compliance 

Compliance part of culture and values 

Compliance addressed through risk management process 

Managing stakeholder relationships 

Proactively manage stakeholder relationships 

Promote constructive stakeholder engagement 

Achieve balance between stakeholder groupings 

Equitable treatment of shareholders 

Promote mutual respect 

Managing stakeholder relationships 

Establish formal processes for internal and external dispute resolution 

Board should ensure disputes resolved effectively, expeditiously and efficiently 

Fundamental and affected transactions 

Directors must disclose conflict or potential conflict 

Directors involved must not be conflicted 

Director’s duties expanded to include shareholders 

Independent board members should have knowledge 

Fundamental and affected transactions 

Independent board members must express an opinion 

Offered companies must appoint independent competent advisers 

Negotiations should be kept confidential 

Offerors must treat all shareholders equitably 

Non-conflicted directors should drive the process 

Comment process 

Report available www.iodsa.co.za 

Written comments by 25 April 2009 

Sent to [email address] 

Final report released 1 September 2009 

Bookings can be made now 

Thank you

(Available from: http://www.slideshare.net/CorporateRegistersForum/the-institute-of-directors-in-south-africa-presentation-crf-2009 [Accessed: 2009-08-18]).
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