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Presentation structure

= |ntroductions

= Framework

= Examples
- Values - Communities
- Who gets the money - Consumers
- Employees - Suppliers
- Government and media - Environment

= Conclusions
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About Mike Tuffrey tizenshig

ompany

= Co-founder and director of The Corporate Citizenship
Company

= Chartered accountant

* Former Parliamentary researcher and not-for-profit
director

= Elected member of Greater London Authority

= Member, London Sustainable Development Commission

From theory to practice 4



The Corporate Citizenship Company

= Our business
» [eading consultancy on strategic CSR management
* Founded in 1997, international client base
» Established team of 20 in London and New York, plus associates

= QOur work
= Consultancy
= Management briefing
= Benchmarking
= Reporting
= Assurance
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Examples of our work itizenship
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= Reporting: Unilever, SABMiller, HSBC

= Assurance: Barclays, Diageo, BAE Systems, BBC
= Supply chain: Cadbury Schweppes, Centrica

= Benchmarking: LBG, oil industry

= Economic impacts: Diageo

= Community: Vodafone, BSkyB, HBOS

= Management briefing: Marks & Spencer

= Stakeholder engagement: Provident Financial, Nationwide
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Part Two:
Frameworks

Definitions and models: choose the ::@

right framework which will best help
you and your colleagues
understand your impacts




Some definitions

= Corporate citizenship

Companies have rights and responsibilities

= Corporate sustainability

Long term value creation, without damaging the planet
= Corporate (social) responsibility

How companies behave

= Corporate community involvement

Voluntary contributions of the company to the community

= Corporate philanthropy

One aspect of community involvement
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The stages of corporate citizenship

DEVELOPMENTAL CHALLENGES THAT TRIGGER MOVEMENT
OF CORPORATE CITIZENSHIP

‘ STAGE 5

f STAGE 4 f

Integrated

STAGE 3 1.
Fmoraive RS
STAGEZ T.
m Capacity

Commitment

STAGE 1 1,

Source: Boston College
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The ‘triple bottom line’

Carbon trading

Wages Emissions

T e Recycling

Human rights, diversity
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The direct and indirect impacts

Wider impac
eg community
contributions

Direct impact
through core
business

eg raw

materials &
other

suppliers

€g
Owned & TR

operated
business

& retall

Indirect impacts
through the value

eg public policy _
chain

initiatives
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Unilever’'s impact map

> Figure 11: The impact of business on society

Voluntary contributions made to the community
and wider society, often in partnership with
not-for-profit organisations, are the visible

CSR s the
impact of

tip of the iceberg' of the much larger impact
of business operations

The most important impact on society

Impact of operations

the business
on society

is through a business's direct operations

A wider indirect impact along the ‘value chain’,
from suppliers through trade customers to consumers
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Map of stakeholders and issues itizenshit

ompany

» Shareholders — accurate timely information, competitive return on
Investment

= Customers — value: quality, price, timeliness

= Consumers  — affordability, advertising to children, obesity

= Employees — pay and conditions, fair treatment, health & safety

= Suppliers — bills paid on time, technology transfer

= Government — taxes, jobs, wider goals

= Communities — good neighbour, contributions, partnerships

= Environment - sustainable raw materials, energy, waste
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CSR: from theory to practice itizenship
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= What are your goals as a business?

= What can you achieve within market constraints?
= Map your most important impacts

= Make a start where you will soon see results

= Communicate with stakeholders — two-way

* Engage with partners to achieve more than you can alone
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Part Three:

Examples

Values
Who gets the money
Employees

Government & media

Communities

- Consumers

Suppliers

Environment
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Based on values

CSR will achieve sustainable ::@

results only if linked to the core
mission of the company




Values Iinto action: Unilever

> Figure 13: Principles into practice

Values

|

Business practice and behaviour

/

Action and learning
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The values cascade

Values into
action /\ Mission
/ \ Values statement

/ \Code of Business Principles

Policies
eg environment, supplier code, diversity

Business performance
1. Corporate functions eg HR, marketing
2. Operating companies
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Diageo

Policy development

Values and
principles

Dialogue
Identify
stakeholder issues

Report
Communicate
as appropriate

Policy
Define and agree

Monitor
Measure and
compare

Implement
Allocate resources

From theory to practice
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Companies are about making
money, so start with a sound
understanding of the economics

Who gets the money? O:\/
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= Results, results, results
= Steady increase In ethically managed funds
= Sustainability considerations influencing mainstream

= But be realistic about the time frame: CSR has longer
timeframes than most investors
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Nike — mapping economic impacts

STEP 2
Retailer pays Nike: $39.00
Shoe cost: $18.00
Nike cost: $17.00
Nike taxes: $1.50
STEP 1 Nike net profit: $2.50
Nike pays factory: $18.00
Materials: $11.00
Factory Costs: $6.00
Factory profit: $1.00
STEP 3
Consumer pays Retailer: $80.00
*Costs shown here Product cost: $39.00
represent a typlcal Retailer costs: $38.00
T : 1.00
shoe rather than axes s
. . Retailer net profits: $2.00
relatmg toa spemﬁc
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Diageo - product

Where the money goes

Retailer 10%

*Production and
marketing 27%

Taxes and duty 63%

Breakdown for 70cl bottle of
Smirnoff Red vodka sold in an
average UK off-licence in 2003.

Examples from
country reports

tarl:'lﬁ

Cost +
Producer
profic

3%

profic
Excise tax 35%

Cost + 0%

Producer

profic

* Includes money distributed to

suppliers, shareholders, employees,

lenders and communities and
retained in the business.
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Distribution of cash value added by recipient %

2003
Bl Government 36.0
Bl Shareholders 24.9
N
Il Fmployees 16.4 ‘
Bl | enders 5.5 .
Bl Capital investment 5.5
B Community investment 0.3

Research and development 0.2
Retained for re-investment 9.1
Purchase of subsidiaries 2.1

(g
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Anglo American: transparency it

TAXES AND OTHER PAYMENTS
TO GOVERNMENT
im
¥ Employee O
B Corporate R
SO0
S00
EMPLOYEES DISTRIBUTION OF ECONOMIC BENEFITS SUPPLIERS
$m $m $m A
l 200
sa7 . 100
ﬁg LEL] - a
231 ATE Africa  Ewope  Hoeth South  Australial
america  Amarca Asia
1277
5114
LARGEST TAX AND RELATED
PAYMENTS TO GOVERNMENTS
1538 im
4168 South Africa 606
LK 383
Australia 231
Australia’Asia = Suppliers Australia/bsia Russia i
South Amenica © Employeas South America Brazil By
Maorth America B Dividends Morth America France E4
Europe B Interest Europe
Africa B Company tax B Africa Cermany 35
Chile 3
Canad 25
i (e Bepon o Saciety #2003 Fconom it icn 53 M:T - 24
Crthers 173
Total 1,743
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Employee issues vary, but most
people work better if treated fairly
and with respect

O
Employees Q
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Employee drivers — UK experience itizenship
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= Demographics/skill shortages a strong influence

= Have growing expectations of employer - want
engagement/participation

» Morale and motivation at a time of change - productivity
= Skills and development — better results

= Retention — potentially high cost savings
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Employee expectations - UK

CHART 5: EMPLOYER'S RESPONSIBILITY TO SOCIETY/ENVIRONMENT

Q Thinking now about the organisation that you work for, how important is it to
you that your own employer is responsible to society and the environment?

1% 1%
il

W Veryimportant

I Fairly important

I Notvery important
Not at all important

No opinion

All
Important 92%
Not important 7%
Net important -85%

Base: 890 warking GB adults 16+.

From theory to practice 28



. . . y
Drivers of ‘pride’ in company
B A great
Career deal
development B Fair
_ amount
.Communlty B Not very
involvement much
| [ Not at all
e L
communication
L
quality
0% 20% 40% 60%0 80% 100%0

Source: The
Corporate
Citizenship
Company
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Government and

media Oi
Governments and the media set Q
the context in which companies sell

their products and maintain their
reputations




Campaigns influence consumers

stop

BN ITHINg rainforests Procter & Gamble's
BN To cattle ranches. AN|M AL

romeN 0 T ” STopS

. gREATH
OGS, BReven

People for the Ethical Treatment of Animals
PeTA 501 Front St., Morfolk, VA 23510 » Tel. 757-622-PETA * www.PGinfo.net

Drink our coffee or we'll break your legs.
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Headlines
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Media drivers - UK o h
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= Companies have become the new ‘enemy’
= Held to account for things they don’t control
= Brands are the flash point for many unrelated fears

» Global village — nowhere to hide from accusations of
double standards

From theory to practice 33



Result: loss of trust In business - UK

“The profits of large companies help make things better for everyone who
% products and services”
60 -
Agree ==u=nun Disagree

- iy
- -i-.-‘

uses their

40 -

T

[

r

30_ - .‘
27%
20 1 1 | I I 1 I I 1 I I 1 1 1 1
© » o & ¥ © 9 © & » © © 9 o N g
> & P P PP PP PP S S SS
~ ~ ~ ~ ~ ~ ~ ~ ~ ~N ~ ~N ~ o v v
Base: Adults 15+ across Britain (c.1,000) Source: MORI
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Government drivers - UK o h
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= Still want social results, but reluctant to tax or regulate
= Vulnerable to media and pressure groups

= Exhortation and ‘naming & shaming’

= UK: CSR minister, reporting eg OFR, CORE coalition
= EU: CSR communication, creeping legislation

= US: Sarbanes-Oxley

= Australia: pensions policy disclosure

= Many other examples
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Communities

Communities of geography and :@

Interest are more important than
ever. companies increasingly adopt
a ‘strategic’ approach




NatWest Face2Face with Finance

Inputs over five Annual outputs

years . , ,
Leverage |[Community benefit Business

Set up costs: £2m | Employee Nearly 150,000 Improved reputation

Annual running volunteers students participated in | (zom equivalent

cost: £500,000 _(4,000 + 8,165 sessions across advertising)

Staff time: involved) 2,400 schools Enhanced staff

skills (17%
proficiency gain)

Input to marketing

v v

Community impact [Business impact

Unquantified Teacher input
Total over five

years: more than
£4.5m

NFER evaluated New business
impact on financial generated say
literacy skills branch managers
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London Benchmarking Group

E \

LBG

Philanthropy

Support for good causes in response to
the needs and appeals of charitable and
community organisations, increasingly
through partnerships between Diageo,
its employees, customers and suppliers.

Social investment

Long-term strategic involvement in
community partnerships to address a
limited range of social issues chosen by
Diageo to address its long-term interests
and continue to enhance its reputation
as a good corporate citizen.

Activities in the community led by our
business, including the promotion of
Diageo brands and other social aspects
policies, in partnership with charities and
community organisations.

The core business activities in meeting
society's needs for cost-effective products
ina manner which is ethically, socially and
environmentally responsible.
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Only a few chose on CSR grounds,
but CSR-driven initiatives can still
be profitable

O
Consumers Q
&5




Customers and consumers - UK izanshir

ompany

= Choice: fundamentally on price and performance
= |ncreasing interest in company behind the brand
= A clear differentiator for some

= Some evidence of business case:

= BT: 25% of ‘image and reputation’ driver of customer satisfaction due to
social responsibility

= Market responsibly and empower consumers

= Consider accessibility and affordability
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Diageo — responsible marketing

DIAGED

Code of marketing practice
for alcohol beverages
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Unilever — nutritional composition itizenship
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http://www.unilever.com/ourvalues/nutritionhygienepersonalcare/nutrition/choices/default.asp

Danone — price as a barrier

6.00
- 5.00 .
[ South Africa
o @
S+ 400
a5 : Tunisia
3 .
g¢ ’
3.00 :
% _ Poland
= .
r= Morocco =
& 200 - Czech Republic
= o
"6 wv
< 1.00 Italy ® _ Austria /| Germany France
¥ :
Hungary 4 W
0.00 Spain
T T T T T T T I
0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0

Per capita consumption (in kilos)

Price as obstacle to consumption: yogurt
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Unilever — affordable and accessible b
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Cadbury Schweppes tizenshig
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“We see CSR as a positive contributor to our
competitive strategy. Increasingly we think of it as
more about doing responsible things profitably
than just doing profitable things responsibly”

Corporate and Social Responsibility Report 2006
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Reputational risk in the supply
chain can damage sales

- O
Supply chain Q
&5




he

Setting standards for suppliers ftizanshif
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Supply chain risk analysis: snack food

High
ltem 6 from West Africa @) ltem 3 from North
America
Item 2 from Chile ‘
Company Promotional items from _
reputation China ' Item 5 from India
exposure |
by territory l
and / or [
iIssue Industrial temporary
?
L labour / cleaners”
Software from India Item 1 from Brazil ‘
‘ Item 4 Chile
Low
Low High
Relative importance to brand of ingredients, products and services
B scrvices ' Ingredients (items) ‘ Products
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Chiquita: results — costs down

CERTIFICATION IMPROVES Il PRODUCTIVITY
FARM PRODUCTIVITY '] COST PER BOX
AND LOWERS COSTS

140

130

//“\\
N

10

100

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
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Chiquita: results - sales up

REINFORCING COMMITMENT Il POST-CAMPAIGN
TO CORPORATE RESPONSIBILITY " PRE-CAMPAIGN
WITH EUROPEAN CONSUMERS

(% OF CONSUMERS WHO

STRONGLY AGREE + AGREE)

100
80
60
40
20
0
PRICE RESPECTS RESPECTS QUALITY
PREMIUM ENVIRONMENT SOCIAL
RIGHTS
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Value chain:

Indonesia study O:\/

Looking along the value chain to
see the impact of a multinational on
poverty at country level




Environmental
footprint
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Unilever: eco-efficiency

Reduction in load per tonne of production 2001-2005 and
our targets for 2010

Expressed as a % of the coD
2001 kg/tonne figures

B 2001 Boiler / Hazardous waste
2005 Utilities SOx
Target 2010

Non-hazardous
waste

CO2 from energy

Energy Water
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Unilever — water footprint

Estimated water use by
life-cycle stage

From sourcing of raw materials to
consumer use of products %

Home and personal care

S

Total HPC and
Foods

[ Raw materials
Packaging
B Manufacturing
I Consumer use

Foods
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Reporting and communicating it

Dhageo Corparte Citieership Reporn 2003

PROVIDENT FINANCIAL

Corporate Fasponsibiily Report 2003
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Web sites

itizenship

dbury Schweppes plc | environment & society - Microsoft Internet Explorer

File  Edit View Favorites Tools  Help

eBack - -\-) @ @ {h pSearch *Favorites eMedia @ 8' % E T |_J -'3

Address @ http: S, cadburyschweppes, com/EN/EnvironmentSociety

Cldtary Schweppes

v| Go Links **

Isearch @

help | contact us

(Cabout vs ll investor centre 'I media centre ) [ our brands ]

home = environment & society

|I'rn interested in v| @

en\nronmen’r

society .o =

corporate governance
Corporate
Responsibility Index

Business in the Community
have ranked us in their top
100 "Companies that

environment & society Count™ index for
contacts responsible business
environrment & society We believe that practice,

good values and
good business go
hand in hand

top reports

at a glance

C5R Report
download | view

A zocially responsible
cormpany
= Qur ethical commitments
= Qur business principles
= Qur environrent policy

Environmental, Health &
Safety Report
download | view

For more details wisit the
BITC website,

register for updates

Do you want to be the first to
know our latest news? Why
not j_oin our email update

service?

register for updates | faqs | glossary | downloads | rate this site | advanced search | legal

@ 2004 cadbury schweppes ple

c Sp@mglbuﬂum b
ﬁ'ep nwf

o

0 Inkernet
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Part Four: QQ
drawing conclusions O
Recap Q

Future trends




What results? - costs and benefits ftivenship

ompany

= Can save money

= eg safe working or healthcare for employees and families

= Be cost neutral and have long term value

= eg promoting equality/diversity or supply chain standards

= Cost a little, but achieve a lot

= eg community based education

= Cost a lot but be worth it?

= eg avoiding withdrawing a product or suffering a boycott
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Support and ideas for small business

www.smallbusinessjourney.com

HOME REGISTER FORUMS SITEMAP HELP CONTACTINFORMATION FAQs TERMS SEARCH
ABOUTTHE SMALL BUSINESS CONSORTIUM MEDIA CENTRE

SMALL BUSINESS

]OURN EY THE BUSINESSES RESOURCE
THE ROUTE MAF TO BUSINESS VALUE | JOURNEY ON BOARD CENTRE

START YOUR JOURNEY ANYWHERE...

T

) G

Y o
' m“l.mnm INHOVATION

MEASURING SUCCESS

DEFINING
YOUR PURPOS
BUSINESS
PRINCIFLES
EQUALITY
DIVERSITY

HARKETING
WITH & CAUSE

HETTER PAYMENT

WOLUNTEERING

KHOW THE LAW

MINIMISING
WASTE

MAHAGING
RESOURCES

et}
e
=)
=
=
&

There are three routes on The Journey,

Each route looks at a series of issues that can have a

positive impact on your long term business success,
Lil 1=, 1 HER S L=, 4 L= L. A+ A
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CSR or sustainable development? it
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= CSR s about corporate behaviour
= Debate moving on to sustainability

= Early movers: HSBC first carbon neutral bank

= Atopic for next time.......
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The Corporate Citizenship Company
Cottons Centre

Ground Floor South

London Bridge City

London SE1 2QG

WWw.corporate-citizenship.co.uk
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