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6. LEARNING UNIT 6: SUSTAINABLE ORGANISATIONS 

 
The small Polynesian island of Rapa Nui (Easter Island) is well known for the large 

carved statues (known as moai, see the picture below) that abound on the island. 

Easter Island was first inhabited by Polynesian settlers in the first millennium AD. 

According to some estimates, the population thrived and grew to about 20 000 

inhabitants. However, agricultural activity, the introduction of the Polynesian rat 

(which bred very quickly) and overpopulation led to deforestation, erosion and the 

extinction of natural resources. By the 1700s the once thriving island was a sandy 

grassland void of nearly all native wildlife; and its human inhabitants were reduced to 

a starving population of less than 3 000. The eventual demise of the Rapa Nui 

civilisation followed, with some accounts claiming that inhabitants, desperate for 

food, turned to cannibalism to survive (Than 2012:). 

 

While there are different theories about what exactly happened on Easter Island, it is 

clear that the overexploitation of natural resources eventually had disastrous results  

 
Source: Ancient Wisdom http://www.ancient-wisdom.co.uk/easterisland.htm 

 

After thinking about the above, answer the following questions: 

• What are the lessons that the human race can learn from Easter Island? 

• What are the lessons that a business can learn from Easter Island? 

• What do you think the inhabitants of Easter Island could have done differently? 

http://www.ancient-wisdom.co.uk/easterisland.htm
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It is useful to write down some brief notes on what you think the answers might be. 

At the end of the learning unit you can compare your initial answers with your revised 

answers, using the knowledge acquired in this learning unit. 

 

 

6.1  Learning outcomes 
On completion of this learning unit, you should be able to critically evaluate the 

sustainability of strategic decision-making in an organisation. More specifically, you 

should be able to 

 

• define corporate sustainability and explain its relevance 

• identify the four pillars of corporate sustainability 

• explain what the “triplebottom line” is and why it is important 

• critically evaluate sustainable development in a practical setting. 

• explain the concept corporate social responsibility (CSR) and provide examples 

of CSR activities in a company 

• explain the importance of stakeholders and stakeholder management to 

sustainable business 

• conduct an analysis of stakeholder salience and make recommendations based 

on your analysis 

• explain the importance of ethical business and give examples of what 

organisations can do to promote it 

• explain the role of corporate governance in corporate sustainability 

• evaluate corporate sustainability in a practical setting 

• make recommendations on how organisations can improve their sustainability 

 

6.2  Key concepts 
The key concepts in this learning unit are as follows: 
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Corporate sustainability (also referred to as business sustainability, sustainable 

business and organisational sustainability)  

Sustainability  

Sustainable organisations  

Ethical business 

Triplebottom line 

Stakeholders  

Stakeholder salience  

6.3  Introduction 
 

 
This learning unit draws primarily on the material in chapter 3 in the prescribed book, 

and you should read the whole chapter as background to this learning unit. After 

studying this section, you should be able to 

 

• define corporate sustainability and explain its relevance 

• identify the four pillars of corporate sustainability  

 

The term “sustainability” is used everywhere these days and in many different 

contexts, to the extent that it could qualify as a “buzzword”. In general terms, it refers 

to the ability to endure and continue over a long period of time. Thus, if we talk about 

business or organisational sustainability, we are referring to the ability of the 

organisation to endure and survive in the long run. There are many examples of 

organisations that have managed to do this successfully and are still performing well. 

Note the following examples:  

 

• SABMiller (formerly South African Breweries) was founded in 1895. 

• The University of South Africa (Unisa) was founded in 1873 (as the University 

of the Cape of Good Hope). 

• Nestle was founded in 1866 in Vevey, Switzerland. 

• Coca-Cola was founded in 1886 in Atlanta in the United States of America. 
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See if you can find a few more examples of businesses that have been in existence 

for a long time.  

 

However, for every successful organisation that is sustainable, there are many more 

(small and large organisations) that do not manage to survive in the long term. 

These include businesses that fold (and as a result are declared bankrupt or 

liquidated), but may also include public organisations, such as state-owned 

enterprises (SOEs) that continually perform poorly, but are “bailed out” by 

government with taxpayers money, such as South African Airways (SAA). 

 

 
-------------------------------------------------------------------------------------------------------------- 

Activity 6.1 
Read the extract below and answer the questions that follow. 

 

Bankrupt South African public institutions 
 
(1) Athletics South Africa (ASA) 

ASA is under administration again. The man put in charge, Zola Majavu − who quit in 

June 2013 − stated that the federation was effectively bankrupt and that "if ASA were 

a business, we would be put under business rescue". "We are trading recklessly and 

we don’t have sufficient liquidity," he said. 

 

Among other debtors, it owes R1,6m to the South African Revenue Service (SARS). 

It has about R300 000 due in outstanding payments to Soweto Marathon winners 

and has been unable to pay its staff a 13th cheque. 

 

Meanwhile, the Minister of Sport has acknowledged that ASA "does not have a high-

performance programme in place to support elite athletes in preparation for the 2016 

Summer Olympics in Rio de Janeiro" − indeed, that it does not even have a strategic 

plan for this term, never mind the Olympics. 
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(2) African National Congress (ANC) Youth League 

Facing a South Gauteng High Court application for the liquidation of the league, ANC 

secretary-general, GwedeMantashe, revealed it had neither the money nor the 

assets to cover R15 million worth of lawsuits brought against the organisation, most 

of which stem from outstanding payments to caterers for its chaotic 2008 

conference. 

 

The situation is so dire that when the sheriff tried to attach the youth league’s assets, 

there were none to be found. The league itself has acknowledged the debt runs into 

the tens of millions of rand. League member, MagaselaMzobe, said of the problem: 

"We are getting letters (of demand) every week; to date it’s about R50m." 

 

(3) Limpopo province 

A single institution going bankrupt is one thing, an entire province quite another. 

Nevertheless, in early 2012, the Treasury declared this entire province "technically 

bankrupt" and placed it under the administration of a national task team. Limpopo 

faced a R2.7 billion shortfall in revenue at the time. 

 

Contributing factors included out-of-control official spending, a lack of supporting 

documentation for purchases (specifically on contracts that could not be verified) and 

procurement that was severely undermined by rampant corruption and nepotism as 

well-connected ANC Youth League members and "tenderpreneurs" benefiting from 

irregular state contracts. 

 

(4) Walter Sisulu University 

This Eastern Cape University is the poster boy for bankruptcy. Its situation is so far 

beyond the pale, it is fairly translucent. The institution has been operating on a deficit 

for about five years, yet approved enormous bonus pay-outs to its staff (R48 million 

in 2012). It is now effectively closed. 

 

Despite an earlier bail-out of about R870 million, it has made a further request to the 

Treasury for R3,15 billion in relief. The scale of its problems puts Limpopo into 

perspective. Although 80% of its capital is spent on salaries, student debt stands at 

about R270 million and its liabilities exceed its assets by roughly R970 million. It is 
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under administration for the second time as all and sundry try to resolve what 

appears to be an unsolvable problem (Van Onselen 2013), 

 

In considering the examples of bankrupt public institutions outlined in the extract 

from the article by Van Onselen (2013) above, can you identify the reasons why they 

ended up in these positions? Try to identify at least five different reasons. 

---------------------------------------------------------------------------------------------------------------- 

 

 
Feedback 
From the examples given in this extract from a Business Day Live article, it seems 

that there are a variety of reasons why these organisations can be regarded as 

bankrupt (you may have identified your own list of reasons in addition to these given 

here): 

 

• reckless trading – making commitments it cannot keep, such as paying 

bonuses when there is no money to pay bonuses, or not paying taxes it is liable 

for  

• not having a strategic plan  

• behaving unethically, for example, where nepotism or corruption is evident 

• poor stakeholder management – for example, using government as a milkcow 

or expecting taxpayers to foot the bill for poor management 

 
At this point, we can argue that we have now looked at what sustainability is not. In 

figure 6.1 below the roots of corporate (business) sustainability are summarised.  

 

Wilson (2003) argues that corporate sustainability has four pillars. Firstly, it is about 

sustainable development, which we will discuss in section 6.2. CSR is the next pillar 

and the focus of section 6.3. In section 6.4 we examine the third pillar, namely 

stakeholder management. In section 6.5 we look at the fourth pillar, which is 

business ethics (corporate accountability theory). The last section addresses 
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corporate governance as an effective framework for sustainable and ethical 

corporate behaviour. 

 
 
 
Figure 6.1: The evolution of corporate sustainability 

 
Source: Wilson (2003)  

6.4  Sustainable development 
 

 
Study sections 3.1 and 3.2 in chapter 3 in the prescribed book. After completing this 

section you should be able to 

 

• explain what the "triplebottom line" is and why it is important 

• critically evaluate sustainable development in a practical setting 

 

The notion of sustainable development had its roots in economics, ecology and 

social justice, what we refer to today as the triplebottom line of economics, 
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environment and society. In the prescribed book, figure 3.1 and section 3.1 argue 

that sustainable business hinges on three main factors, namely ethical profits 

(economic bottom line), a healthy physical environment (environmental bottom line) 

and healthy communities (social bottom line).  

 

However, a holistic model of a sustainable business (fig 3.2 in the prescribed book) 

includes the following six elements:  

(1) environmental context 

(2) social context 

(3) economic context 

(4) organisational context 

(5) stakeholders 

(6) strategic fit 

 

Study the discussion of each of these elements of a holistic sustainable business 

model in section 3.2 in the prescribed book. 

 

 
---------------------------------------------------------------------------------------------------------------- 

Activity 6.2 
Explore the SABMiller sustainability website at 

http://www.sabmiller.com/sustainability.  

Identify at least one example of a project or activity for each of the six sustainability 

dimensions outlined in figure 3.2 in the prescribed book. Would you say that 

SABMiller is an organisation that is serious about sustainability? Give reasons for 

your answer.  

---------------------------------------------------------------------------------------------------------------- 

 
Feedback 

http://www.sabmiller.com/sustainability
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In studying the evidence, it follows that the different sustainability dimensions overlap 

and influence each other. For example, stakeholders and the social environment 

cannot be separated. This relationship, however, is influenced by numerous factors. 

The examples below appear in your prescribed book (ch 3, “chapter case”) but are 

briefly repeated here for continuity and ease of reference. 

 

SUSTAINABLE 
DEVELOPMENT 
PRIORITIES  

EXAMPLES  

Social and 

stakeholders 

In Botswana, Kgalagadi Breweries (Pty) Limited has 

launched a programme to promote responsible alcohol 

consumption. The programme aims to provide information 

to retailers and traders on their role in reducing alcohol 

abuse, to empower them to change behaviour in their 

establishments, to encourage responsible trading and 

interaction with consumers and to establish a clear view of 

what it means to be a responsible trader. The programme 

focuses on topics such as drinking responsibly, not drinking 

when pregnant or underage and not drinking and driving. It 

also promotes responsible communication and promotions. 

To date, 600 traders have completed the training.  

Environment In 2012, a new project in Zambia was added to the Water 

Futures partnership. It focuses on protecting the Itawa 

Springs, which are at risk from pollution and degradation, 

and are an important source of water for people and 

industry (including Zambian Breweries) in the city of Ndola. 

The Water Futures partnership was established in 2009 to 

facilitate local action to address some of the most pressing 

shared water risks facing SABMiller and surrounding 

communities and ecosystems and to prove the business 

case for private sector action. It has done so through local 

partnerships in eight countries, with projects to protect 

watersheds, upgrade the infrastructure and strengthen local 

http://www.water-futures.org/
http://www.water-futures.org/
http://www.water-futures.org/
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water management institutions. 

Environment and 

economic  

Pursuing its ambition to become a zero-waste operation, 

Chibuku Products Limited (CPL) in Malawi has initiated a 

number of projects to develop ways of reusing brewery 

waste – for example, using waste Chibuku cartons as pots 

for seedlings or coal ash from brewery boilers to resurface 

pavements. To support Malawi's agriculture – a key 

contributor to the country's economy – CPL collects and 

dries the spent grains generated through the production of 

Chibuku beer. This can then be used by local farmers as 

either animal feed or fertiliser.  

Economic and 

stakeholders  

Building on the success of the world's first commercial-

scale, cassava-based clear beer in Mozambique in 2011, 

Accra Brewery Limited (ABL) in Ghana has launched its 

Eagle cassava beer. Cassava has traditionally been seen 

as a subsistence or emergency crop with almost no 

commercial development. In Ghana, there is an estimated 

40% surplus each year, partly because there is little 

opportunity for farmers to sell cassava in commercial 

markets. Addressing the issue, ABL teamed up with 

DADTCO (Dutch Agricultural Development and Trading 

Company) and Cassava Processing Ghana Limited to 

design a mobile processing unit that travels to the cassava-

growing regions and processes the root on site – so making 

it possible to use cassava commercially. In the first year, 

ABL worked with over 1500 smallholder farmers in this way. 

The launch of Eagle will allow farmers to generate income 

and reduce cassava surpluses. In the long term it will 

contribute to Ghana's agricultural development and 

economic growth and offer consumers an affordable 

alternative to informal alcohol.  

Stakeholders  In South Africa, an innovative and potentially life-saving 

malaria test kit, owned by two young entrepreneurs, Ashley 

http://www.dadtco.nl/
http://www.dadtco.nl/
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Uys and Lyndon Munger, won the R1 million (US$102000) 

first prize in the SAB Foundation's second annual Social 

Innovation Awards. These awards recognise innovative new 

products that address challenges faced by the Foundation's 

target beneficiaries – low-income women, youth, people 

with disabilities and people living in rural areas. Costing 

US$0,45, the kit is a rapid, cost-effective, medical 

diagnostic tool that in 30 minutes detects all strains of 

malaria and determines whether any treatment to cure the 

disease has been effective. The SAB Foundation is a 

beneficiary of SAB's broad-based black economic 

empowerment (BBBEE) deal, SAB Zenzele. Since 2010, it 

has invested in 106 micro and small-scale businesses and 

has created 372 direct and indirect jobs. 

Respecting 

human rights 

In Lesotho, Maluti Mountain Brewery held its second annual 

Women's Empowerment Day for female employees and the 

wives and partners of male employees. The event, popular 

with employees and their families, aims to encourage local 

female entrepreneurship as well as to improve the uptake of 

voluntary counselling and testing (VCT) for HIV among 

employees' spouses. The event, which was attended by 120 

people, enabled the families of employees to tour the 

brewery and learn more about it. Guests had the 

opportunity to hear a presentation from a local female 

entrepreneur as well as talks on issues ranging from 

business skills and hygiene to non-communicable diseases 

and HIV. Free VCT was available, helping Maluti to improve 

the uptake among employees' spouses. 

6.5  Corporate social responsbility (CSR)  
 

 
Study section 3.2.3 in chapter 3 in the prescribed book. 

http://www.sab.co.za/sablimited/content/en/sabfoundation-home
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After completing this section you should be able to define and explain corporate CSR 

and provide examples of CSR activities in a company. 

CSR is a broad concept that refers to the role of business in society. It is based on 

the principle that managers have an ethical obligation to consider and address the 

needs of society, not merely to act solely in the interests of the shareholders or their 

own self-interest. In South Africa, CSR is more often used as a specific term 

referring to the externally oriented sustainable development activities of 

organisations. For example, the Ackerman Pick n Pay Foundation was responsible 

for formulating Pick n Pay’s CSR obligations (activities) as set out in table 6.1.  

 
Table 6.1: Pick n Pay CSR activities according to the Ackerman Pick n Pay 
Foundation 

ACKERMAN PICK n PAY FOUNDATION  
 
We aim to facilitate the following: 
• Sustained capacity-building for small-scale farmers and other entrepreneurs in 

order to improve their competitiveness. 

• Entrepreneurs taking advantage of collective action, either as co-operatives, 

producer organisations or other forms of association. 

• Collaboration between the public and the private sectors in terms of linking 

small enterprises to formal markets. 

• Increasing the number of small-scale farmers who have access to larger retail 

markets. 

• The provision of mentors (preferably retired Pick n Pay executives and 

successful business people) who are assigned as decision-making support to 

small-scale entrepreneurs to ensure the limitation of punitive mistakes. 

 

We continually track our progress and measure impact in order to determine 

whether our social empowerment initiatives are having a lasting impact on the 

reduction of poverty in ways that provide communities with a sense of self-worth; as 

well as ultimately enabling them to make their own decisions regarding their destiny. 

Through these initiatives our aim is to contribute to the achievement of the UN 
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Millennium Development Goals and discourage perpetual dependence on funding. 

Source: Extract from http://www.picknpay.co.za/foundation 

 
-------------------------------------------------------------------------------------------------------------- 

Activity 6.3 
In addition to the Ackerman Pick n Pay Foundation website, find the CSR activities of 

at least two additional companies and compare them. What similarities and 

differences did you find? 

---------------------------------------------------------------------------------------------------------------- 

 
Feedback 
There is no recipe for CSR investment, but most large companies generally invest in 

a relatively broad range of social and environmental causes, such as education, 

training and combating HIV/AIDS. Instead of being purely reactive, most 

organisations have a range of CSR causes in which  invest (see, e.g., Pick n Pay) 

and also attempt to invest in causes that will benefit them in the long run. For 

example, Pick n Pay invests in capacity building for small farmers and entrepreneurs 

to make them more competitive, which ultimately benefits retailers because it 

encourages greater competition between suppliers and a wider range of suppliers to 

buy from. 

 
In the next section we explore the next pillar of sustainability, namely stakeholder 

relationships. 

 

6.6  Stakeholder relationships 
 

 
Study section 3.2.6 in the prescribed book as well as section 1.4.7 in chapter 1.  

http://www.picknpay.co.za/foundation
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After completing this section you should be able to 

 

• explain the importance of stakeholders and stakeholder management to 

sustainable business 

• conduct an analysis of stakeholder salience and make recommendations based 

on your analysis 

 

One of the key debates in strategic management is the extent to which organisations 

and managers should focus on shareholders only, or rather on a broader range of 

stakeholders (the CSR perspective). This issue is discussed in chapter 1, section 

1.4.7, in the prescribed book, and the conclusion that is drawn is that enlightened 

shareholder capitalism is exactly the same as an enlightened stakeholder approach 

− shareholders cannot exist without stakeholders, and vice versa.  

 

In the prescribed book, stakeholders are defined as “those entities that can affect or 

be affected by the organisation's actions” (sec 3.2.6). This definition is relatively 

wide, and means that most organisations have quite a long list of stakeholders. 

However, not all stakeholders have the same effect on the organisation and are 

entitled to the same consideration. Thus, the purpose of a stakeholder management 

approach is to help the organisation to prioritise and develop strategies for dealing 

with stakeholders. To assist managers, the stakeholder salience model can be used 

for prioritising stakeholder claims based on their relative importance. The 

stakeholder salience model includes three determining factors, namely stakeholder 

power, stakeholder legitimacy and stakeholder urgency. These factors are used to 

categorise stakeholders into three broad classes: latent stakeholders, expectant 

stakeholders and salient stakeholders. 

 

Reflection 
Proponents of the shareholder perspective argue that profitability is the only outcome 

that ultimately satisfies all stakeholders. Do you agree with this assessment?  
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---------------------------------------------------------------------------------------------------------------- 

Activity 6.4 
Read the article on the platinum strike at 

http://www.bdlive.co.za/national/labour/2014/03/17/platinum-strike-is-no-run-of-the-

mill-wage-dispute.  

 

• From a union (Association of Mineworkers and Construction Union [AMCU]) 

perspective, identify the stakeholders.  

• Compile a table to help you conduct an analysis of the salience of stakeholders 

identified in the first part of the activity.  

• Based on your analysis of stakeholder salience, what would you advise AMCU 

about their stakeholder relationships?  

---------------------------------------------------------------------------------------------------------------- 

 
Feedback 
The stakeholders of any organisation, and especially those such as AMCU, are 

many and varied, and it is impossible to adopt an approach in which all stakeholders’ 

needs are addressed. In table 6.2 a few examples of stakeholders are listed – you 

may have been able to identify several more. This analysis is simply for illustrative 

purposes, and is not based on any specific information. Compare this table with your 

answer, and note where you agree and disagree with the answer provided. 

 

It is essential for the organisation to understand the claims of stakeholders and to be 

aware of the salience of each stakeholder’s claim. For this purpose, in the table 

below the claim of each stakeholder is stated as an example, and its salience 

assessed by rating its power, legitimacy and urgency as high (H), moderate (M) and 

low (L). Higher ratings suggest higher salience (importance) and thus more attention 

from union management.  

 

 

 

 

http://www.bdlive.co.za/national/labour/2014/03/17/platinum-strike-is-no-run-of-the-mill-wage-dispute
http://www.bdlive.co.za/national/labour/2014/03/17/platinum-strike-is-no-run-of-the-mill-wage-dispute
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Table 6.2: Stakeholder salience in the platinum strike: an AMCU perspective  

STAKEHOLDER  CLAIM  POWER LEGITIMACY URGENCY 

Union members  Higher wages H H H 

Nonunion 

employees  

Right to work L H H 

Government  Peaceful strike; settlement 

as soon as possible 

L M L 

Community Peaceful strike; settlement 

as soon as possible 

L H H 

Union 

management  

Higher wages for members L H H 

Competing 

unions  

Right to work L H H 

Political parties  Exposure due to affiliation 

with the union 

L L L 

Shareholders of 

mines  

Settlement as soon as 

possible at lower wage 

increase than demanded 

H H H 

Employers  Settlement as soon as 

possible at lower wage 

increase than demanded 

H H H 

Source: Compiled by the author 

 

In this analysis (remember that it is not based on actual facts, but is purely 

illustrative) it would seem that the union members, employers and mine shareholders 

are the salient stakeholders, suggesting that their claims should enjoy preference. 

However, since the claims were almost opposites, the result was a deadlock and the 

longest strike in South African mining history. 

 

The community, competing unions and nonunion employees are examples of 

expectant stakeholders. They lack the power to influence AMCU, but have 

legitimate and urgent claims which were evident in the economic devastation that 

followed the strike in the Rustenburg area. 
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Government and political parties are examples of latent stakeholders with relatively 

little power and control over resources, low legitimacy with regard to their claims and 

low levels of urgency. Their claims are accordingly the least important to deal with 

from an AMCU perspective. 

 

6.7  Ethical business 
 

 
Study section 3.3 in chapter 3 in the prescribed book.  

 

After completing this section, you should be able to explain the value of ethical 

business and provide examples of what organisations can do to promote it. In the 

final pillar of corporate sustainability we address the issue of ethical business, an 

essential element of corporate accountability. While everyone can give examples of 

unethical business (or ethical business), it is a concept that is quite difficult to define 

and apply in practice. It is ultimately up to every organisation to define what ethical 

business means in its context and how it will deal with it. What we do know is that 

when ethics fail, there may be far-reaching and serious consequences for the 

organisation and all of its stakeholders, as the examples in table 6.3 illustrate. 

 

Table 6.3: Examples of corporate ethics failures  

Enron  Enron was an energy company that, by means of accounting loopholes and 

other means hid billions of dollars in debt from failed deals and ventures. 

Enron executives deliberately misled their Board of Directors and Audit 

Committee and pressured their auditors, Arthur Andersen, to ignore the 

issues. The Enron scandal of 2001 revealed these practices and led to the 

bankruptcy of Enron and the dissolution of Arthur Andersen, which was one 

of the five largest audit and accountancy partnerships in the world. Several 

Enron executives were also indicted and imprisoned (BBC News Online 

2002). 
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Fidentia As the former CEO of Fidentia, J Arthur Brown was at the wheel while R1,4 

billion went missing from funds administered by the firm, including a fund 

meant to support widows and orphans of mine workers. Meanwhile Brown 

continued to rack up purchases of expensive properties and cars and make 

investments in his favourite sports teams. Taken into custody in March 

2007, Brown has reportedly seen his fortune dwindle to nothing over the 

course of six years’ legal proceedings. It remains one of the biggest 

corporate scandals in South Africa’s history. Last week, to the shock and 

disgust of many, the Western Cape High Court ended six years of legal 

proceedings by handing Brown only a R150 000 fine and a suspended jail 

sentence (Davis 2013). 

Pikitup In 2013, Pikitup boss Amanda Nair controversially awarded a R263 million 

tender to a firm implicated in alleged fraud in a forensic investigation, 

despite the bid adjudication committee (BAC) questioning the decision to 

award it to Aqua Transport Plant Hire, which was implicated in alleged 

wrong-doing in a forensic investigation by Ernst & Young (EY) (Maphumulo 

2013). 

 

It follows that ethical behaviour is of the utmost importance to organisations and their 

stakeholders. In section 3.3 in the prescribed book a number of guidelines for 

unethical business behaviour are explained. Some guidelines for ethical executive 

behaviour appear in Table 6.4. 

 

Table 6.4: Guidelines for the ethical behaviour of executives 

1. Be honest in all communications and actions. Ethical executives are, 

above all, worthy of trust and honesty is the cornerstone of trust. 

2. Maintain personal integrity. Ethical executives earn the trust of others 

through personal integrity. Integrity refers to a wholeness of character 

demonstrated by consistency between thoughts, words and actions. 

3. Keep promises and fulfil commitments. Ethical executives can be trusted 

because they make every reasonable effort to fulfil the letter and spirit of 

their promises and commitments. 

4. Be loyal within the framework of other ethical principles. Ethical 
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executives justify trust by being loyal to their organisation and the people 

they work with. 

5. Strive to be fair and just in all dealings. Ethical executives are 

fundamentally committed to fairness. 

6. Demonstrate compassion and a genuine concern for the well-being of 

others. 

7. Treat everyone with respect. 

8. Obey the law. 

9. Pursue excellence all the time in all things. 

10. Ethical executives are conscious of the responsibilities and opportunities 

of their position of leadership and seek to be positive ethical role models. 

11. Build and protect the organisation’s good reputation and the morale of its 

employees. 

12. Be accountable. Ethical executives acknowledge and accept personal 

accountability for the ethical quality of their decisions and omissions. 

Source: Josephson (2013) 

 
---------------------------------------------------------------------------------------------------------------- 

Activity 6.5 
Review the FirstRand Social and Ethics Committee report (available at 

http://www.firstrand.co.za/Sustainability/Social%20and%20ethics%20committee%20

reports/2013%20Social%20and%20ethics%20committee%20report.pdf). Make a 

note of the ethical guidelines and tools that FNB has implemented as a means to 

ensure ethical business practices.  

---------------------------------------------------------------------------------------------------------------- 

 
Feedback 
The group ethics framework on page 109 of the report provides a holistic perspective 

of FirstRand’s approach to ethics, which is ultimately inextricably linked to corporate 

sustainability. There following are some of the practical tools the group has 

implemented to guide their employees and to curb unethical behaviour:  

 

http://www.firstrand.co.za/Sustainability/Social%20and%20ethics%20committee%20reports/2013%20Social%20and%20ethics%20committee%20report.pdf
http://www.firstrand.co.za/Sustainability/Social%20and%20ethics%20committee%20reports/2013%20Social%20and%20ethics%20committee%20report.pdf
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• a group code of ethics to guide the behaviour of every employee 

• training in ethics for employees 

• an ethics line to allow employees to report breaches in ethical guidelines safely 

and to promote a culture of transparency and safe whistle-blowing 

• an antibribery policy 

• the group conducting ethical culture assessments throughout the group 
 

The report reinforces the idea that ethics is ultimately something that every 

organisation needs to adapt and implement in its own environment. 

6.8  Corporate governance and the board of directors 
 

 
Study section 3.4 in chapter 3 in the prescribed book.  

 

After completing this section you should be able to contextualise and explain the role 

of corporate governance in corporate sustainability. 

 

Corporate and public sector governance both have the same overarching goals, 

namely to provide guidelines for managing ethically and sustainably. The King Code 

of Governance Principles (King III) is a sound framework to guide companies on 

governance principles. It is the responsibility of organisations to ensure that they 

comply with the principles of King III. See the information in the box below. 

 

King III and the Companies Act 
 
The new Companies Act requires all companies, whether public or private, to 

establish a Social and Ethics Committee. In the light of King III, this can have 

dramatic implications for companies and good corporate governance. 

 

The similarities between the requirements of King III and the Companies Act are 

obvious. Unfortunately, many companies are unaware of the implications of the Act, 
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particularly in the area of social responsibility and ethics. 

 

Companies are not only required to establish a Social and Ethics Committee. They 

also have to establish a Social and Advisory Panel to assist the committee. 

The King III recommendations cannot be legally enforced, but the Companies Act is 

legally binding and must be adhered to. 

 

 

Some companies choose to ignore these principles or apply them selectively. In 

other cases, the guidelines may be used simply to show compliance, instead of  as a 

mechanism to truly improve governance in the organisation. Such behaviour is not 

conducive to economic, environmental and social sustainability. 

 

The board of directors or governing board (in the case of not-for-profit organisations) 

are responsible for governance in the entity they represent. This includes setting the 

strategic direction of the entity, taking responsibility for its effectiveness and ensuring 

compliance and accountability. The role of the board of directors is briefly discussed 

in section 3.4.1 in the prescribed book, and more specific tasks are outlined below. 

 

Yeh and Taylor (2008) suggest that boards are generally responsible for 

• developing, formulating and monitoring corporate strategies 

• formulating policies 

• enhancing the public image of the organisations they represent  

• reviewing and monitoring managerial activities and performance 

• reporting to stakeholders 

• employing, evaluating, providing advice to and rewarding top executives 

• ensuring organisational compliance with related legislations and governance 

guidelines 

• managing financial resources 

• developing a risk management plan 

• conducting self-assessments (i.e. measuring board performance)  

• initiating board development activities, such as director training  
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---------------------------------------------------------------------------------------------------------------- 

Activity 6.6 
Visit the website of the Institute of Directors and download the King III report. What 

are the implications of the King III report for a director of a business?  

Now visit the website of the National Treasury 

(http://www.treasury.gov.za/legislation/pfma/) and download the Public Finance 

Management Act (PFMA.)  

Identify two similarities and two differences between King III and the PFMA. 

---------------------------------------------------------------------------------------------------------------- 

 
Feedback 
The King III Code and the PFMA have the same overarching goal, namely to provide 

standards for sustainable governance practices. It therefore follows that there should 

be similarities, such as the following (you may have identified others):  

 

• The fiduciary duties of directors and the management of conflicts of interests 

are similar and compatible. 

• The role of the board is described in the same way in both instances. 

 

Note the following key differences:  

• The King III Code is a set of governance guidelines, but the PFMA is 

embedded in legislation (and thus perhaps more like the Companies Act). 

• The guidelines for the election of the audit committee are different.  
 

State-owned listed companies (such as Telkom) have to adhere to the Companies 

Act, the King Code and the PFMA. A position paper developed by the Institute of 

Directors and PriceWaterhouseCoopers aligns these three frameworks, and it may 

be interesting for you to review the paper, because it also highlights a few similarities 

and differences. You will find the position paper at: 

http://www.treasury.gov.za/legislation/pfma/
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http://c.ymcdn.com/sites/www.iodsa.co.za/resource/collection/879CAE6C-7B90-

49F5-A983-28AECBCE196F/PSWG_Position_Paper_1_State-

owned_companies.pdf 

 

6.9  Summary 
 

In this learning unit you learnt about the importance of corporate sustainability (which 

we can also refer to as business sustainability or organisational sustainability) and 

the pillars on which corporate sustainability rests, namely sustainable development, 

CSR, stakeholder relationships and ethical business. We also looked at the role of 

corporate governance and the board of directors in sustainable management.  

 

After completing this learning unit you should now be able to 

 

• use the knowledge you have acquired to evaluate corporate sustainability in a 

practical setting 

• make recommendations on how organisations can improve their sustainability 

In order to address these two learning outcomes, you could use the knowledge you 

have gained in this learning unit and its activities to assess an organisation and/ 

or its decisions on the basis of the following:  

• the extent to which it contributes to the triple bottom line (sustainable 

development) (this is addressed in activity 6.2) 

• the extent to which an organisation is socially responsible (e.g. by examining its 

corporate social responsibility investments) (this is addressed in activity 6.3) 

• the extent to which an organisation balances the needs of its various 

stakeholders (this is addressed in activity 6.4)  

• the extent to which an organisation behaves ethically and has governance 

systems in place to ensure ethical and sustainable behaviour (this is addressed 

in activities 6.5 and 6.6) 

 

With the knowledge you have acquired in this learning unit, you can now revisit the 

Easter Island example at the beginning. You should now have satisfactory answers 

to the questions we posed there. 

 

http://c.ymcdn.com/sites/www.iodsa.co.za/resource/collection/879CAE6C-7B90-49F5-A983-28AECBCE196F/PSWG_Position_Paper_1_State-owned_companies.pdf
http://c.ymcdn.com/sites/www.iodsa.co.za/resource/collection/879CAE6C-7B90-49F5-A983-28AECBCE196F/PSWG_Position_Paper_1_State-owned_companies.pdf
http://c.ymcdn.com/sites/www.iodsa.co.za/resource/collection/879CAE6C-7B90-49F5-A983-28AECBCE196F/PSWG_Position_Paper_1_State-owned_companies.pdf
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In the next learning unit, we will look at the issue of strategic choice, the process in 

which and the basis on which the organisation chooses its strategies. 

 

6.10  Discussion questions 
(1) Explain what corporate sustainability entails and how it is measured. Use 

practical examples to illustrate your answer.  

(2) Differentiate between the broad definition of CSR and how it is applied in 

practice in South Africa.  

(3) Choose any organisation and conduct a stakeholder analysis for it. Who 

are the organisation’s priority stakeholders, and what does this imply for 

its management of stakeholders? 

(4) Conduct an analysis of the ethical business guidelines for an organisation 

of your choice. What could the organisation do to improve its ethical 

business conduct? 

(5) Consider the failure of African Bank in 2014 

(http://www.bloomberg.com/news/2014-08-27/how-brightest-brain-kirkinis- 

HYPERLINK "http://www.bloomberg.com/news/2014-08-27/how-brightest-

brain-kirkinis-failed-with-his-african-bank.html"failed-with-his-african-

bank.html). What could African Bank have done differently to ensure its 

sustainability? 
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