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« Efficient and efféetive use of resources Accountable = Operates by rule‘of law
* Participatory @ Proactive Promotes equi = Ownership of olutions
*Owns the prob Promotes gendegbalance

*Sustainable Acceptance of diversi

¢ Legitimate Strengthens indigenous

* Transparent v . mechanisms

Why Corporate Governance

5 Principles of Corporate Governance
Classical Definition

Corporate Governape€ refers to that blend of i areholder rights

law, regulation anglappropriate voluntary

ot r Equitablegiéatment of shareholders
private-sector pk

corporation to'a
capital, perform'e!
perpetuate itself by

respecting the interests of sta
society as a whole. -

stakeholders
corporation.

Protectionof stakeholder rights
Timely & aéeurate disclosures

Diligent exerci
responsibilities




5 Constituents of Drivers of
5 Pillars of Corporate Governance Corporate Governanee Process Good Corporate Governance

* Globalisation * Capital Needs
* Transparency * Owners « Deregulation * Codes of Conduct

* Equisy * B » Telecommunicgtion : Re.gulations.

* Accountabili * Managers » Power of Consu * Voice of Society
ibili * Empl ¢ Scams * Industry Pressure

* Responsibility mployees :

* Stakeholder Activism ment
¢ Integrity > - * Other Stakeholders 588 ’ * Shareholder Activism v

The Untapped Potential The Untapped Potential

of the Board .1 of the Board.-4

4 1. Separation ofthe Chairman & CEO
. Constantly@hanging Business Boundaries 1 2. Directing & Managing

Improvement’s Worst 1 1 3. Why NEID
Enemy . 4. Cohesiveness

. Recognise the Externals ~ . - 5. Diversity

Corporate Governance —
A Value Shift

individualism to
= From tangibles to integration
intangibles From short termism to long
= From capital to termism

l;nowlegge = From growth to
rom objects to sustainability

relationships .
up of NEID 13.Annual evaluatio « From parts to the whole MsErom confrontation to
9. Reporting in Plain En y 14.Self monitoring From domination to
i = - partnership
= From structures to

processes = From single bottom line to
triple bottomline




Managing Stakeholders -4

¢ Inclusivity
* Employee

* Transparency
* Accountability

Stakeholder Corporations

“During most of th: thcentury in the UK
and USA, stakehalderinclusive enterprises
fared better thanf*shareholders - first”
companies. Stakeéholder inclusive
corporations invari lead to better long
term business perfor R

The Stakeholder Corporation:
A blue print for Maximizing Stakeholders Values (1997) %5
By Wheeler and Seelampaa &

Managing Stakeholders - 2

* Sharing responsibili

* Long termism

* Communication
* Engagement

* Dialogue

Glassman'’s Belief

“I believe that if4dS important to use the
platform the Bahk affords me to inform,
educate andintroduce different
constituencie! iIssues of social
justice”.

Robert Glassman

Wainwright Bank and Trust Co.

Stakeholder Management
Clarkson Principles

Listen to and Com icate with stakeholders

Adopt Processes sénsitive to the stakeholders
constituencies

Recognize thelindeépendence among stakeholders
Work Cooperative!

Avoid activities that jeopardize the human rights
of stakeholders

Acknowledge the potential confl

role and fiduciary responsibiliﬁes_

Five D’s for Value Creation
* Diversity

*Dissent

* Difference

*Dialogue

* Disclosure

Social Good as Competitive Advantage

Management Practices 34%
Quality 40%

Corporate Citizenship 56%

¢ Inner-City Busin: Development
* Affordable Housing

* Shelters for Homeless

* Special Needs Housing™

Social Good for Market Capitalization

Customer
Base
Relatlonship
Customer k
Relationshlp T

Customer Innovation
Potential Captal




Maximizing Social Value

Pure Social Good

A Convergence of Interests Balanced Business Scorecard

Pure Soclal Good -
cial and Economic Value Created
Protecting Culture and Heritage

Empowering Marginalized Sectors
Soctal Social B ortuniti
Benofic Combined social and Benefit gESgepertunitics
R ic Penettt Gender Balance
an Rights
Environmental

Health Care —
Spreading Literacy and Education

Pure Business
Economic Benefit

; IMPLEMENTING CORPORATE
Developing a Balanced
gco%eca,rd GOVERNANCE Sarbanes-Oxley

=*SOX is sweeping legislatiol e&ing significant changes
to laws affecting officers rectors and reporting 4
°" Statement obligations of public panies, and mandating a myriad aChmg reforms of
iSSlon Statement of new regulations tafprevent securities fraud and other American busifiéss practices since the

abuses.
=The Act was signed'iho law on July 30, 2002 and
includes eleven titled séetions: Title | Public Company
Shareholders Stakeholders Accounting Oversight Boar! tions 101-109)
= =Title Il Auditor Independence(Sei President George W. Bush

=Title Ill Corporate Responsibility(Sec upon signing of the Sarbanes-Oxley Aci
— . of 2002 (“SOX") —

time of Franklig'Delano Roosevelt.”

CEO and CFO Responsibilities The ver

CEO and CFO are personally.responsible for accou ntl

’
- integrity

Designing disclosure contgolsand procedures to ensure material information 1
R mae Knownio IS GEQBRACED was besmirched PRICE WATERHOUSE
Evaluating the effectiveness of the company's disclosure controls within 90 -
days or less KPMG
Presenting in each quarterly'®gannual report the conclusions about the —
effectiveness of the disclosure controls E&Y
Disclosing to the company's auditor '
- All significant deficiencies in the desi igif of internal controls DELOITTE
- Any fraud, whether or not material "
* Indicating in each quarterly or annual reportany: al
internal controls that could significantly affect internal controls

Excessive Audit Fees




Challenges Ahead

petition &
has spawned a
culture of Boncealment.

Lord Penrose
about Equitable Life

The Naked Corporation

Make Ethics Work for _Your Business

Make your goalfto make a difference
Go beyond the'Rottomline

Social Good as Competitive Advantage

* Management Practices 34%
¢ Quality 40%

* Corporate Citizenshi 56%

Capitalism’s Metamorphosis
Lester Thurow wrote 40

At precisely the tinge'when capitalism finds
itself with no seciakeompetitors - its former
competitors, socialiSg or communism, having
died - it will have to'ul 0 a profound
metamorphosis.

CSR is that “profound metamorFﬁ

What is CSR

Corporate Social R

(EU 2001)

Gandhi on CSR

Earn your crores by alifmeans. But understand
that your wealth ig'not yours; it belongs to the
people. Take whatyou require for your
legitimate needs;&nd use the remainder for
the society.

Harijan, 1.2.1942

Gandhi on CSR

Trusteeship provides eans of transforming
the present capitaliSt order of society into an
egalitarian one;jtdoes not recognise any right
of private ownership of property except so far
as it may be permi by society for its own
welfare ‘

Harijan, 25.10.1942

Gandhi on CSR

Whenever you are ifi doubt, or when the self
becomes too mugh'with you, apply the
following test. Regall the face of the poorest
and weakest man you may have seen,
and ask yourself, if the

going to be of any use to him:==




Gandhi on CSR

Under the Gandhiaps€eonomic order character
of production willfoedetermined by social
necessity and hoiby personal whim or greed

Harijan, 25.10.1942

Gandhi on CSR

It is an arrogant assumption to say that human
beings are lords gfid masters of lower beings.
On the contrary; Being endowed with greater
things in life, they’\are the trustees of the lower
animal Kingdom.

Young India, 8.12.1927

Gandhi on CSR

The earth provides,€nough to satisfy every

man’s needs, bugfnot everyman’s greed.
Mahatma Gandhi = The liast Phase, Pt II, p. 552

Gandhi on CSR

The economic imperialiSm of a single tiny

:) is today keeping the
world in chainsalfan entire nation of 300
million (then the'pppulation of undivided India)
took to similar economic exploitation it would
strip the world bare like lo

Young India, 21.12.1928

Gandhi on CSR

A time is coming wi those who are in the
mad rush today ofmultiplying their wants
vainly thinking th@t'they add to real substance,
real knowledge of'the world, will retrace their
steps and say: ‘what we done?’

Young India, 8.12.1927

Elements of Corporate
Social Responsibility

* Human rights * Ethical business practices

* Working conditiofis * Corporate governance
Equality and diversity" e« Lobbying/political
Consumer protectiol influence
Environment/Health i in conflict
Economic development

Community relations « Strategic Philanthropy

» Sustainability
* Triple bottom
* Employee and
* Transparency
* Equity

* Accountability

* Integrity

* Inclusivity.

* Diversity.

* Engagement

* Ethics

* Making a Difference




Intangible assets and
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CSR and profits: likely benefits and costs

Stakeholder group Benefits > Costs
el better quality inputs Lessiarmful  Cost of inputs may in s
effect on “public image” term
N + S ——

Community illjfigness to accept new require: tinual i o
i , Improved public communities: Will need to produ
SR report: Will need to monitor
internal activities: Implement human

Government More confidence in compt ing to new regulations
Fewer legal battles: e

potentially harmful legislatio

More favorable trading regil

more willing to accept expansion

or downsizing

S =

CSR and profits: likely benefits and costs

Stakeholder grou Benefits
S s armful

Community More wilffigiess to accept new
investmehts, Improved public

Government More confidence in companys
Fewer legal battles: No new
potentially harmful legislation
More favorable trading regime:
more willing to accept expansi
or downsizing

CSR and profits: likely benefits and costs

. Costs

Cost of inputs may increa Stakeholder grou

Directo More m
briefings
requires continual interaction with

CSR report: Will need to monitor areholders Illveslf;lfn(fmn; 1
i al activities: Implement human ponsible investors
rights policy

Managers Better HR policies leat ining in ethics: Focus
increased motivation:More and reporting
awareness of ethical issues
from focus group sessions
lead to more confidence
about employees

fing to new regulations

== S =

What are SEE Risks

The Equator Princij

The Investor's St@tément of Transparency in the
Extractive Sectol

Biodiver:

d t 'alm Oil Industry
Wal-Mart and Non-| imination

Glaxo Smith-Kline & Director
ITV's “Green” Policy

S =

CSR and profits: likely be

attles: Improved
Contribute to

nefits and costs CSR - The Investment Case

Top Ten Pension Funds

Costs

Investment in environ dama Fund Country _[Assets (USD Millions)
control I California Public Employees  |U.S. 143887|
Certification to ISO14001/EMAS R
ABP 130391

New York State Common uU.s.
Local Officials__|Japan
California State Teachers
Federal Retirement Thrift
Postal Savings Fund
Florida State Board
General Motors

Texas Teachers S,
Pension and Investmeant Magazine (Sept 2002)

== S =

Relative performance versus FTSE
All Share Index,.4990-1999.

Index

UK, SRI assets, 1997-2001, USD bln

]

) Church investors
Relative Performance

The Charities Awidance Index

SRI Unit Trusts

The Environmental Damage Awidance Index

Charities

Pension funds

The Responders Index

The Ethical Balanced Index

Insurance companies

Total

The Environmental Management Index

Spratt, EIRIS (1999)

Source: Spratt, Sparkes(2002)

= S e =




Global SRI assets, 2004, USD Bin

/

United States

Source: Spratt, Sparkes(2002)

Key Issues for UK SRI Investors
and SRI Screening categories

importance %

[Global development

97.7]

[Fair employment

97.7]

lopenness

[Efficient material use

Generally Used
(Atleast 50% of
portfolios)

Tobacco
Environmen!
Human Rights

[Community relations

[Repressive regimes

equality
Gambling
‘Alcohol

Weapons

Commonly Used Rarely Used
(30-49% of (less than 30%
portfolios)
portiolios)

Labour relations  Executive pay
Animal Testing ortion
Community Birth control
Investing ILO standards
Community
Relations

The 215 Century Circular Business Model

Customers

4Billion Poor EplEEEs

are the Biggest &

Market Intellectual Capit

Maximize Investors
Profits
Diversity

[Sustainable materials

Special Investors
[charitable donations

Source: Spratt, Sparkes(2002)

CSR - The Way Forward

Increasing evidence of nexi ith enhanced performance
Environment Responsipility reduces costs

Changing demograp$lies putting premium on CSR

Bottom of the pyfal drives innovation and profits

CSR companies bettel risk management

CSR regarded as legitimatéiduciary responsibility

CSR acts as an armor for the nake

Embedding CSR in business enhanees I

POISED

80% of the products yousee today
Poor
Oriented
Innovation
Sustainable
Eco-friendly
Development

PROACTIVATE

Price natural capital

Radically increase enérgy efficiency

Opt for designs tha¥minimise use of natural
resources

Adopt closed loop antkzero waste systems
Cost environmental imp:

Conclusion

There are aiow compelling
reaspns why CSR is
not justigood business,

Invest in greenfissues
Vigorously puiSué market mechanism
Activate wom teenagers drive change

Execution is the key.







