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ABSTRACT

A key requirement for listing on the Johannesburg Securities Exchange (JSE) Socially Responsible Invest-
ment (SRI) index is the publication, by companies, of annual sustainability reports in line with the Global
Reporting Initiative (GRI) guidelines that require stakeholders to be included in defining the content of
such reports. Despite this requirement, stakeholders appear not to be integrally involved in the process.
The primary objective of the study was to determine whether the contents of sustainability reports
of the mining companies listed on the JSE SRI index are based on the outcome of robust stakeholder
engagement processes undertaken specifically for the purpose of preparing these reports. Against a
backdrop of the GRI requirements, a quantitative evaluation was undertaken of recent sustainability
reports of 11 South African mining companies. These reports were also qualitatively assessed against
the corporate social responsibility (CSR) Journey Model proposed by Mirvis and Googins (2006). The
two assessment scores for each mining company were integrated and the companies were plotted ac-
cording to a CSR journey that encompasses degrees of stakeholder involvement. The findings highlight
that while the companies adhere to the quantitative GRI stakeholder engagement requirements, the
contents of the sustainability reports have not been specifically informed by stakeholders. Companies
also appear to be in the early stages of the CSR journey. Recommendations include advising mining
companies to utilise existing stakeholder engagement platforms to advance stakeholder inclusion in
sustainability reporting and for mining companies to engage in developing the business case for CSR,
which could promote greater stakeholder involvement.
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A common public perception is that business
focuses on delivering profit in a manner that
generates harmful environmental and social
conditions (Griffin & Mahon, 1997; Williams
& Conley, 2005; Hutchins, Walck, Sterk &
Campbell, 2007; Shaw, 2009). Economists
such as Milton Friedman promote this
negative perception by stating that the only
social responsibility requirement of business
is to generate profit (Griffin & Mahon,
1997). The focus on short-term revenue gain
rather than on long-term stakeholder value
creation, underscored by a primary focus on
shareholders as opposed to broader stakeholder
groupings, is noted by Brickley, Smith and
Zimmerman (2001) and Clarke (2005) to
weaken corporate governance in business.

in socially responsible and sustainable
ways has resulted in many businesses now
adopting socially responsible investment
(SRI) strategies (Holder-Webb, Cohen,
Nath & Wood, 2009). SRI entails an
investment strategy that is focused on
delivering on the bottom line while, at the
same time, promoting business practices
that do not harm the environment and the
communities in which business operates
(Terlep, 2008). Directors realise that
business sustainability is a function of sound
corporate governance and are coming to
appreciate the implications of neglecting the
interests of the wider stakeholder population
(Mardjono, 2005), which includes employees,
suppliers, government, non-governmental
organisations, the media, civil society and
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customers (Collier & Robberts, 2001). Stakeholders rely on
accurate disclosure of information to form realistic and
holistic opinions of the business (Mintz, 2006). Further,
the emergence of reporting codes such as the Global
Reporting Initiative (GRI) (2006) has resulted in an explicit
requirement for business to actively engage stakeholders
in sustainability reporting.

Anecdotal evidence suggests that stakeholder engagement
has become an important force for encouraging corporate
governance and corporate citizenship in mining companies
in South Africa (Visser, 2005). In highlighting the
importance of stakeholder engagement and inclusiveness
in the operations of mining companies, Hamann, Kapelus,
Sonnenberg, Mackenzie and Hollesen (2005) propose
an expanded model of corporate citizenship that, by
means of robust stakeholder engagement, promotes
the achievement of corporate objectives. In addition,
the Extractive Industries Transparency Initiative aims
at improving governance of the extractive sector by
focusing on improved accountability and transparency,
including transparency in reporting (Pope, 2002). Although
South Africa was among the first countries globally to
acknowledge stakeholders in the corporate governance and
corporate social responsibility (CSR) contexts (Rossouw,
van der Walt & Malan, 2002), research focusing on
stakeholder engagement within the mining sector, and
specifically stakeholder involvement in sustainability
reporting, has been limited (Hamann, 2003). Accordingly,
the present study aimed to contribute to addressing this
omission.

The primary objective of the study was to determine
whether the content of sustainability reports of the mining
companies listed on the JSE SRI index is based on the
outcome of robust stakeholder engagement processes
undertaken specifically for the purpose of preparing these
reports. Sub-objectives included —

e evaluating adherence of the mining companies to the
GRI requirements;

e comparing the stakeholder engagement processes used
to develop the content of sustainability reports of the
different mining companies; and

e presenting an overall impression of the quality of
stakeholder engagement in the development of
sustainability reports of mining companies.

Background to stakeholder engagement in
sustainability reporting

The Brundtland Commission, formally the World
Commission on Environment and Development, was
established by the United Nations in 1983 to address
growing concerns about a deteriorating environment, the
depletion of resources and the related impact on economic
and social development. This landmark document
highlighted the urgent need to embrace sustainable

development as a strategic focus area for business (World
Commission on Environment and Development, 1987).
Sustainable development involves using resources in a
manner that ensures that the current derived benefit
does not impact on the needs of future generations
(World Commission on Environment and Development,
1987). In addition, social and environmental disasters
have forced companies to consider measures to ensure
that sound governance of the business includes business
practices that do not harm society (Locke, Kochan,
Romis & Qin, 2007). In this respect, sustainability is
viewed as not only a moral, but an economic necessity
and involves business in managing the relationship with
many stakeholder groupings (Committee on the Financial
Aspects of Corporate Governance, 1992). Such groups
include neighbouring communities and businesses, all
spheres of government, employees, business partners,
non-governmental organisations, media groups and
shareholders, i.e., individuals or groups who affect or who
may be affected by the operations of business (Freeman,
1984). Chung, Chen and Reid (2009) note the complexity
of stakeholder needs and relationships within a global
competitive environment and advance that existing
stakeholder theories do not adequately appreciate the role
that technology plays in allowing stakeholders to gain
knowledge of, and interact more effectively with, business.

Waddock (2003) notes how company engagement with
stakeholders promotes the notion of corporate citizenship.
To this, MacMillan, Money, Downing and Hillenbrand
(2004) add that business is starting to embrace the
importance of managing stakeholder relationships as a
vehicle for enhanced shareholder value. Porter and Kramer
(2006) illustrate the competitive knowledge that business
can gain through mutual dialogue with stakeholders, and
Chang and Kuo (2008) report on the positive influence on
firm profitability as a result of incorporating processes of
sustainable development into business practice.

Sustainability reporting has developed along two main
lines: ‘method-driven’, which focuses on reporting of
liabilities and monetary information; and ‘content-
driven’, which focuses on the value of sustainability
reporting (Herzig & Schaltegger, 2006). The principle
of stakeholder inclusivity and engagement underpins
integrated sustainability reporting (Freeman, 1984;
Donaldson & Preston, 1995). In this regard, business
should engage stakeholders in formal processes in an
effort to align mutual interests, reduce risk and advance
financial, social and environmental performance (Maignan
& Ferrel, 2000; McKinsey, 2002), including incorporating
the views of stakeholders in the compilation of reports that
address CSR and sustainable development.

Internationally, the increase in sustainability reporting
has been accompanied by a commensurate increase in
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focus on assurance about the content of reports (KPMG,
2005). Internationally, accountability standards have
been developed as one measure “to instrumentally deal
with stakeholder issues” (Gobbels & Jonker, 2003:54), for
example, the Sustainability Reporting Guidelines of the
Global Reporting Initiative (GRI), the ISO 14000 ‘family’
of standards, the Ethical Trading Initiative, the Caux
Round Table’s Principles for Business, the AA1000 and the
SA8000 (Castka, Bamber, Bamber & Sharp, 2004; Gobbels
& Jonker, 2003:54). The Dow Jones Sustainability Group
launched their free-float market index in 1998. This index
lists companies that satisfy criteria based on standards of
governance and leadership in social and environmental
responsibility (Johannesburg Securities Exchange, 2007).
The Johannesburg Securities Exchange (JSE) subsequently
developed a set of criteria to measure the ‘triple bottom
line’ performance of companies in the Financial Times
Stock Exchange (FTSE)/JSE All Share Index and launched
the first SRI index in May 2004, built on the four pillars
of sustainability: corporate governance, the economy,
the environment and society (Johannesburg Securities
Exchange, 2008).

The Global Reporting Initiative (2006) has produced

guidelines to promote routine and comparable

sustainability reporting by business to ensure that both a

minimum standard is maintained in terms of content and

such content is inclusive and relevant. These guidelines
are based on the following principles:

e Materiality: The integrity of the information that
impacts the judgement of the targeted stakeholder
groups and subsequent decision-making processes
(Dwyer & Owen, 2007). The test of a robust process
entails the evaluation of both internal and external
factors. Internally, organisations must define the
methodology used for evaluating the materiality of
the industry-specific core and additional sustainability
indicators (for example, impact or life cycle
assessments) (GRI, 2006). Externally, organisations
need to ensure the involvement of identified
stakeholders as parties crucial to determining the
materiality of issues and their contexts (Poolman &
Van De Giesen, 2006).

e Sustainability context: The provision of information
regarding the potential impact of the business on the
environment and on the society in which it operates
(Joseph, 2007).

e Completeness: The coverage of information contained
in sustainability reports that is relevant to stakeholders
and which may influence their decisions. Guenther,
Hoppe and Poser (2007) note that, on average,
companies report against a third of the indicators
suggested by the GRI and that such reporting is based
on the perception by business of what information is
most relevant to the industry and not necessarily to
all stakeholders.

e Stakeholder engagement and inclusiveness: The
effective engagement with relevant stakeholders
regarding the specific impact of business initiatives.

Dwyer and Owen (2007) and Joseph (2007) indicate that,
despite these assurance processes and the compilation of
reports in line with international guidelines, stakeholder
involvement is nevertheless limited, especially with
reference to the ‘bottom-of-the-pyramid’ stakeholders
(Unerman & Bennett, 2004). Poolman and Van De
Giesen (2006:571) note how a misunderstanding of these
stakeholders and their unique “cultural landscape” can
result in the unsuccessful implementation of approaches
to engagement.

If the importance of effective stakeholder engagement
is not realised and the levels of engagement are not
appropriate, the resultant reports will not be suitable and
the credibility of the reporting process will be lost (Deegan,
2002). If the full potential of stakeholder engagement is,
however, realised, it can result in receptive stakeholder
audiences and in reports that will be deemed value-adding
and useful (Dwyer & Owen, 2007). In addition, trust that
is developed during this process will contribute to the
organisation being perceived as credible by stakeholders
(Ting, 2006).

The corporate social responsibility journey model
MacMillan et al. (2004) describe CSR as a business
approach which surpasses philanthropy and volunteerism,
positively impacting the economy, employees and
communities in which business operates. Clarke
(2005) and Wettstein (2009) note that ensuring that
CSR is integral to business processes requires a deep
understanding of the relationship between corporations
and the societies in which they operate, including robust
and proactive stakeholder engagement (Carroll, 1998).

According to Mirvis and Googins (2006), some businesses
have progressed beyond the basic requirements of CSR that
involve only stakeholder management and philanthropy,
to an evolved state of CSR where the necessity for
establishing links between the business and stakeholders
when devising corporate strategy, business plans and value
chains has been realised. They describe the stages in this
evolution as a CSR journey.

The CSR Journey Model has five stages and seven
dimensions, which provide a framework for a qualitative
assessment of CSR practices within a business, as
described in Table 1. (Score allocation as noted in the table
will be discussed in the section dealing with data analysis).

The journey dimensions
The ‘citizen concept’ dimension relates to the manner
in which business is conducted with regard to CSR and
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Table 1: Five stages and seven dimensions of the corporate social responsibility journey (Mirvis and Googins, 2006)

Dimensions Stage 1 elementary Stage 2 engaged Stage 3 innovative  Stage 4 integrated Stage 5
transforming
Score allocated 20-29 30-59 60-79 80-89 990-100
Citizen concept Jobs, profits and Philanthropy and Stakeholder Sustainability or Change the game
taxes environmental management Triple Bottom Line

protection

Strategic intent Legal compliance Licence to operate

Leadership approaches Lip service: Out of  Supporter: In the

touch loop
Organisational structure Marginal: Staff Functional

driven ownership
Issues management Defensive Proactive, policies

Stakeholder relationships Unilateral Interactive

Transparency Flank protection, Public relations

limited sharing

Market creation or
social change

Visionary: Ahead of

Business case Value proposition

Steward: On top of it Champion: In front

of it the pack

Cross-functional Organisational Mainstream:

coordination alignment Business driven

Responsive Proactive systems Defining

programmes strategy

Mutual influence Partnership alliance  Multi-organisational,
multi-sector
partnering

Public reporting Assurance Full disclosure

the way in which CSR is strategically positioned within
companies. The ‘strategic intent’ dimension refers to the
integration of CSR into strategies designed to improve
the long-term financial sustainability of the business
(Weiser, Kahane, Rochlin & Landis, 2006). The ‘leadership
approaches’ dimension is linked to degree of top executive
commitment to the concept of CSR. The ‘organisational
structure’ dimension relates to the manner in which CSR
is integrated into organisational structures, spanning
geographies, where applicable (Weiser et al., 2006). The
‘issues management’ dimension in CSR relates to the
stance taken with regard to the degree of openness in dealing
with society and the degree of awareness of the changing
environment (Bonini, Mendonca & Oppenheim, 2006). As
with the ‘issues management’ dimension, the ‘stakeholder
relationships’ dimension refers to the degree of robustness
of stakeholder engagement. The ‘transparency’ dimension
describes the degree of openness and transparency in
organisations regarding both their activities and the
potential associated impacts of such activities.

The journey stages

Progressing through these stages of CSR requires increasingly
open engagement about social and sustainability issues
between business and stakeholders. At each stage of the
CSR journey, business engagement with stakeholder issues
becomes progressively more transparent, interactive and
mutual. The ‘elementary’ stage of the journey is typified
by a unilateral approach to stakeholder engagement (Savitz,
2006), while movement towards the ‘transforming’ stage
of the CSR journey involves CSR becoming an integral
and integrated theme in the strategy of business (Mirvis
& Googins, 2006). Against this backdrop, the role of
sustainability reporting in fostering open and constructive
channels of communication and the importance of
stakeholder inclusiveness and engagement, are evident.

RESEARCH DESIGN

Research approach

According to Zikmund (2003), exploratory research
aims to develop an understanding of a specific topic by
reviewing and interpreting existing information and data.
The research objective was addressed by undertaking
quantitative, qualitative and integrated assessments of
the stakeholder engagement processes in the 11 mining
companies listed on the JSE SRI index through secondary
data document reviews. In this process, an assessment was
made of company performance with regard to stakeholder
inclusiveness in sustainability reporting according to the
Mirvis and Googins (2006) Journey Model.

Participants

The study focused exclusively on the extractive industry,
and it was thus possible to include the total population of 11
mining companies listed on the JSE SRI index in the study.
Company names were not divulged in order to preserve the
anonymity of the companies.

Method of data gathering

Secondary data relating to the quantitative and qualitative
components of the study were obtained from the published
2009 sustainability reports (that provide an overview of
the year 2008) of the 11 mining companies listed on the
JSE SRI index.

Analysis of data

The data analysis was undertaken in three phases
that included quantitative, qualitative and integrated
assessments.

Phase 1: Quantitative assessment
The first phase entailed a simple quantitative evaluation of
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the sustainability reports against the GRI (2006) stakeholder
inclusiveness criteria. A score of ‘0’ indicated that a specific
requirement was not apparent; a score of ‘1’ indicated
that the specific requirement or process was evident. If a
company surpassed the minimum requirements, a score of
‘2” was allocated. On this basis, the following GRI criteria
were evaluated.

Criterion |: Stakeholder groups engaged by the companies
A defined list of stakeholder groups was compiled based on
the GRI (2006) guidelines. If a company did not engage with
stakeholders on the list, a score of ‘0’ was allocated. If a
company engaged with the listed stakeholders, a score of 1’
was allocated. If it engaged with any additional stakeholders
not specifically provided for, a score of ‘2’ was allocated.

Criterion 2: Identification and selection of stakeholders

A specific list of stakeholder identification methods
was compiled based on the socio-economic assessment
requirements according to the Social and Labour
Development Plan (SLP) Guidelines set down in the Mineral
and Petroleum Resources Development Act (Republic
of South Africa, 2002). An assessment was made of the
processes applied by the mining companies in identifying
stakeholder groups, including the processes of defining
stakeholder groups. If a company did not identify and select
stakeholder groups, a score of ‘0’ was allocated. If a company
undertook specific identification and selection processes, a
score of ‘1’ was allocated. If a company identified the ‘zone
of influence’ of its activities in addition to the ‘zone of
impact’, a score of ‘2’ was allocated. The ‘zone of influence’
encompasses the entire ‘footprint’ of the company and the
total extent of the impacts associated with its activities,
including impacts beyond the boundaries of these activities.
The ‘zone of impact’ is limited to the specific boundary of
company activity.

Criterion 3: Approaches to stakeholder engagement

A specific list of engagement processes was compiled based
on the requirements of the GRI (2006). An assessment of
the stakeholder engagement processes adopted by each
company was undertaken, including the frequency of the
engagement with each specific stakeholder identified in
Criterion 1. If an engagement process was not undertaken,
a score of ‘0’ was allocated; if an engagement process was
undertaken, a score of ‘1’ was allocated. If the company
embarked upon an engagement process specifically for the
purpose of compiling a sustainability report, a score of ‘2’
was allocated.

Criterion 4: Management of key topics and concerns

A specific list of evaluation sub-criteria was compiled based
on defined requirements listed by the GRI (2006). An
assessment of the inclusion of the key topics and concerns
raised by stakeholders during stakeholder engagement
processes and the identification of whether these issues

were specifically addressed in sustainability reports was
undertaken. If key topics and concerns were not included,
a score of ‘0’ was allocated; if reference was made to key
topics and concerns without reference to specific corrective
actions, a score of ‘1’ was allocated; if the company included
the corrective action plan in the sustainability report, a
score of ‘2’ was allocated.

Phase 2: Qualitative assessment

The Phase 1 (quantitative) assessment evaluated whether
the GRI stakeholder inclusiveness criteria were met
based on the availability of supporting information in the
sustainability reports. It did not provide an evaluation of the
quality of engagement or of the processes used to manage
the engagements. In Phase 2, the CSR journey as proposed
by Mirvis and Googins (2006) was used as an evaluation
tool to locate companies on the CSR journey stages against
the seven dimensions of CSR. A specific score was allocated
by the researchers for each of the seven dimensions, as
outlined in Table 1. The ranges for the ‘integrated’ and the
‘transforming’ stages of the journey (stages 4 and 5) were
narrower, as, in the opinion of the researchers, it was more
difficult to progress through these stages than through
stages 1 to 3.

A percentage score based on a qualitative judgement of the
progress of each company on the CSR journey was informed
by an evaluation of the published sustainability reports.
Implicit in the CSR journey is the level of stakeholder
engagement, ranging from limited one-way dialogue (stages
1 and 2) to interactive engagement (stages 4 and 5).

Phase 3: Integrated assessment

The integrated assessment entailed a consolidation of
Phase 1 (quantitative) and Phase 2 (qualitative) assessment
scores. An average of these scores resulted in the integrated
assessment scores, which were used to review the
companies against the stages of the CSR Journey Model
(Mirvis & Googins, 2006), as set out in Table 1.

RESULTS

Compliance with GRI inclusive sustainability
reporting

The quantitative assessment (Table 2) was based on the
objective review of the sustainability reports against the
GRI (2006) stakeholder inclusiveness requirements.

The assessment scores relating to stakeholder engagement
are graphically presented in Figure 1. As stakeholder
engagement is an implicit requirement for advancement on
the CSR journey (Mirvis & Googins, 2006), the five stages
as set out in Table 1 are also depicted.

As adherence to the GRI requirements is an inherent JSE
SRI requirement, it would be expected that the mining

African Journal of Business Ethics  Vol. 5 ¢ Issue 1 ¢ Jan-Jun 2011

5



Lingenfelder and Thomas: Stakeholder inclusiveness in sustainability reporting

companies would generally be in compliance with these
requirements. However, full compliance is not evident,
and only mining company 7 appears to be within the
‘transforming’ stage on the CSR journey (Figure 1).

Criterion |: Stakeholder engagement

All the companies engage with stakeholders, and compliance
with Criterion 1 is generally high (Table 2). Only four of
the companies (companies 1, 4, 5 and 7) engage extensively
with peers, and company 5 includes traditional healers as
a stakeholder group.

Criterion 2: Identification and selection of stakeholders
Company sustainability reports did not detail the
stakeholder groups with whom the companies engaged.
In general, social and labour plans (SLPs), as laid down
by the Mineral and Petroleum Resources Act (Republic of
South Africa, 2002), dictate the minimum requirement
regarding stakeholder engagement and, as such, most
mining companies adhere to this requirement. Companies
1,2, 3 and 7 appear to exceed the minimum requirement
and make use of ‘zones of impact’ and ‘zones of influence’
to determine the appropriate stakeholder groups with whom
to interact.

Criterion 3: Approaches to stakeholder engagement

Companies 1, 2, 3 and 7 make use of the various vehicles of
stakeholder engagement, while the others largely limit the
modes of interaction to meetings, written communication,

community panels and union structures. None of the
companies use any of these vehicles specifically for the
purpose of compiling sustainability reports.

Criterion 4: Management of key topics and concerns

Only company 7 complies fully with the criteria relating
to managing key topics and concerns of stakeholders,
including the compilation of action plans to address issues
raised by stakeholders.

Comparison of companies on the seven
dimensions and five stages of the

corporate social responsibility journey

As noted earlier, scoring for the companies involved
allocating a percentage based on a qualitative judgement of
the progress of the mining companies on the CSR journey
informed by an evaluation of published sustainability
reports.

Figures 2-8 portray the comparison of the mining companies
for each of the seven dimensions and five stages of the CSR
journey, indicating the levels of stakeholder inclusiveness.

Factors in the ‘citizen concept’ dimension range from
undertaking mining in order to provide employment and
generate profit (evident for companies in the beginning
stages of the CSR journey), to an evolved stage where
companies incorporate the concepts of sustainability or
the ‘triple bottom line’ and change the rules of the game

MC1  MC2 MC3 MC4 MC5 MC6  MC7  MC8
Mining companies

MC9 MC10 MC11 Average

Legend: CSR journey stages:

Elementary _j't'" Engaged . & I:U]]] ]:I

Figure 1: Company comparison: Compliance with global reporting
initiative stakeholder inclusiveness requirements overlaid by the
journey stages
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Figure 2: ‘Citizen concept’ dimension: Company comparison
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Figure 3: ‘Strategic intent’ dimension: Company comparison
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Figure 4: ‘Leadership approaches’ dimension: Company
comparison
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Mining companies
stages:

Engaged Innovative Integrated ‘m:ﬂ] Transforming D

Figure 5: ‘Organisational structure’ dimension: Company
comparison
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Figure 6: ‘Issues management’ dimension: Company comparison
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Figure 7: ‘Stakeholder relationships’ dimension: Company
comparison

(Table 1). The qualitative assessment of the ‘citizen concept’
dimension of the CSR journey indicates that only one
mining company (company 7) can be regarded as being
at the ‘transforming’ stage of the CSR journey (Figure 2),
characterised by being a pace setter and a company that
changes the rules of the game. Company 3 falls within
the ‘integrated’ stage, wherein issues relating to the ‘triple
bottom line’ are beginning to be addressed. The majority
of companies (companies 1, 2, 4, 5, 6 and 9) fall within
the ‘innovative’ stage, characterised by the commencing
of stakeholder management; while three companies
(companies 8, 10 and 11) fall within the ‘elementary’
stage of the CSR journey, wherein it appears that they still
primarily focus on creating jobs and accruing profits for
the company.

The assessment of the companies with regard to the
‘strategic intent’ dimension (Figure 3), which ranges
from ensuring legal compliance to driving social change
(Table 1), indicates that none of the mining companies
can be regarded as truly ‘transforming’. Company 7 can
be regarded as performing generally better than the others,
while both companies 3 and 7 fall with the ‘integrated’
category of the CSR journey, where CSR is part of their
value propositions. Four companies (companies 1, 4, 6 and
9) can be considered to be at the ‘innovative’ stage, while
companies 2, 5, 8, 10 and 11 appear to be at the ‘engaged’
stage of the CSR journey, where the approach to CSR
comprises primarily of legal compliance.

‘ ‘
_Or
S

AMMMIIIIHITHT

NN \\k\\\\é\\\\‘§

Quantitative assessment (percentage)

MC1  MC2  MC3 MC4  MC5  MC6  MC7  MC8  MC9
Mining companies

vative Integrated U]HH Transforming U

MC10  MC11  Average
Legend: CSR journey stages:

G

Figure 8: ‘Transparency’ dimension: Company comparison

In the ‘leadership approaches’ dimension of the CSR
journey, a high leadership score is linked to being
visionary and ‘ahead of the pack’ (Table 1). It can be seen
that a high score on the dimensions of ‘citizen concept’
(Figure 2) and ‘strategic intent’ (Figure 3) is linked to a high
score on the dimension of ‘leadership approaches’ (Figure
4). A distinction between the more advanced companies
and the less advanced companies is apparent on this
dimension. Most of the companies have not evolved beyond
the ‘innovative’ stage of the CSR journey, characterised
by beginning to become stewards of CSR and taking CSR
strategies seriously. However, companies 3 and 6 have
evolved to the ‘integrated’ stage, where they have started
becoming champions of CSR; and company 7 has evolved
to the ‘transforming’ stage of the CSR journey, characterised
by a visionary approach to CSR.

The assessment of the ‘organisational structure’ dimension
of the companies indicates that, overall, scores on this
dimension are the lowest among the scores on each of the
seven dimensions (Figure 5). This dimension ranges from
demonstrating marginal progress in the ‘elementary’ stage
to CSR becoming core to the business (the ‘transforming’
stage) (Table 2). Most (eight) of the companies fall within
the ‘engaged’ stage, where there is functional ownership
of CSR; with company 7 moving into the ‘integrated’
stage of the CSR journey, where CSR becomes aligned to
organisational strategy.
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Table 2: Compliance with global reporting initiative (2006) stakeholder inclusiveness criteria

GRI stakeholder inclusiveness criteria

Mining company (MC)

MC1 MC2 MC3 MC4 MC5 MC6 MC7 MC8 MC9 MC10 MC11

Criterion 1: Stakeholder groups engaged by the mining
company

Communities

Government

Employees

Suppliers

Shareholders

Capital providers

Trade unions

NGOs

Other (for example, peers and the media)
Criterion 2: Identification and selection of stakeholders

Socio-economic assessment is undertaken

N = = a2 a3

Stakeholder mapping is undertaken

Stakeholder grievance-addressing mechanism is in place

Zones of impact and influence have been determined
Criterion 3: Approaches to stakeholder engagement

Meetings

Surveys

Focus groups

Community panels

Corporate advisory panels

Written communication

Union structures

Other vehicles
Criterion 4: Management of key topics and concerns

General reference is made to key topics and concerns 1
raised by stakeholders

_ A A

U T I G G G |

List of key topics and concerns is included in the 0
sustainability report

Formally responds to key topics and concerns raised 0
by stakeholders

Corrective action plan relating to key topics and 0
concerns is referred to in the report

Score (number) 23
Quantitative assessment (percentage based on a total 80

score of 28)

- A A A O = = A A A a a a

N U U QI G G G |

22
73

O —m - 4 4 a4 o
N = = a2 o
N = =
O = —a 4 A A
N = = a2
O - — 4 4 4 o
O = —a A A A A a a
O = —a 4 4 A o
O = —a A A A

- A A
o O O -
o O O -
o O O -
- A a a
o O O -
o O O -
o O O -
o O O -

_._‘_‘_‘_‘_._‘_.
O~ -0 O0 oo =
O =n 20 = = 0O =
(= PN RN N Y
o s s s s
O =~ =0 =00 =
O~ 20 -0 0 =
O s 20 -0 0 =
O - 20 -0 0 =

21
70

14
50

16
57

14
a7

23
93

17
47

14
a7

14
a7

14
a7

The ‘issues management’ dimension ranges from a defensive
and reactive approach to an anticipatory approach based on
an integrated, multi-organisational culture (Table 1), where
an alliance with peers from various sectors is built. From
Figure 6 it can be seen that most (six) of the companies
primarily fall into the ‘engaged’ stage; and while they appear
to have proactive policies to deal with CSR issues, they
have not progressed beyond this point. Three companies
(companies 3, 6 and 9) have reached the ‘innovative’ stage
of the journey, characterised by being responsive to CSR and
having CSR programmes in place. Only companies 3 and
7 have reached a stage that can be considered ‘integrated’,
where proactive policies and systems and responsive
programmes to address CSR challenges are evident.

With regard to the ‘stakeholder relationships’ dimension,

most (seven) of the companies appear to fall into the ‘engaged’
stage of the CSR journey (Figure 7) and have evolved from
a unilateral approach to stakeholder management and
engagement to an interactive relationship with stakeholders
(Table 1). Forming true partnership alliances is, however,
still not evident, although companies 3 and 7 appear to be
at the ‘integrated’ stage, characterised by the forming of
some partnership alliances with stakeholders.

Companies appear to be more advanced on the
‘transparency’ dimension of the CSR journey than on any
of the other dimensions (Figure 8), as they have progressed
to higher levels of disclosure; with only four companies
(companies 4, 5, 8 and 9) being at the ‘engaged’ stage,
where CSR is largely undertaken for reasons related to
public relations. Unlike the other companies, however,
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company 7 discloses performance information to wider
stakeholder groupings and therefore can be considered to
be moving towards the ‘transforming’ stage of the CSR
journey (Table 1).

The overall qualitative analysis, averaged for company
performance on the seven dimensions of the CSR journey,
indicates that generally most of the companies have not
progressed beyond the ‘innovative’ stage of the CSR journey
(Figure 9).

On average, companies do not appear to be more advanced
on any specific dimension. What is apparent, however
(Tables 2 and 3), is that company 7 distinguishes itself from
the rest of the mining companies by not merely conforming
to the GRI requirements but by advancing on the CSR
journey to a point where it is beginning to set the trend for
CSR and where CSR is becoming part of the mainstream
business with increasing stakeholder involvement.

Integrated assessment of companies
To ensure that bias and subjectivity were minimised in

Quantitative assessment (percentage)

T
Structures  Issues  Stakeholder Transparency  Average

Leadership

Citizenship  Strategic
concept intent
Legend: CSR journey stages:

Innovative & Integrated ” l Transforming :

5
Elementary &f Engaged

Figure 9: Comparison of company averages on the seven
corporate social responsibility journey dimensions

the analysis, the qualitative and quantitative assessment
scores for each company were averaged.

From Table 4 and Figure 10, it can be seen that seven
companies (companies 4, 5, 6, 8, 9, 10 and 11) are
clustered around the ‘engaged’ stage, characterised
by ‘middle of the road’ interaction and dialogue with
stakeholders (Table 1). Three companies (companies 1,
2 and 3) fall within the ‘innovative’ stage, where CSR is
becoming part of the business case and where responsive
CSR programmes, along with greater public reporting and
stakeholder engagement, are beginning to take shape.
Only company 7 appears to fall within the ‘transforming’
stage of the journey, where a proactive approach to CSR
ensures the integration of CSR into mainstream business,
along with high stakeholder involvement in sustainability
reporting.

The absence of the majority of the companies in the
categories ‘integrated’ and ‘transforming’ in the CSR
journey dimensions, appears to indicate that the content
of sustainability reports of mining companies listed on
the JSE SRI index is not based on the outcome of robust
stakeholder engagement processes undertaken specifically
for the purpose of preparing such sustainability reports.
Further, there appears to be a discrepancy between
the quantitative and qualitative assessments when
comparing the mining companies on these dimensions.
Only company 7 has similar qualitative and quantitative
assessment scores (Table 4), implying that compliance
with the GRI stakeholder inclusiveness criteria is not
simply ‘ticking the box’, as appears to be the case for the
majority of the companies evaluated. Company 7 can be
regarded as a company that is committed to the spirit of
CSR and inclusive stakeholder sustainability reporting.

Table 3: Evaluation of companies on the corporate social responsibility journey

CSR journey dimensions

Mining company (MC)

MC1T MC2 MC3 MC4 MC5 MC6 MC7 MC8 MC9 MC10 MC11 Average

Citizen concept 75 60 80 60 60 60 90 25 60 25 20 56
Strategic intent 60 40 80 60 40 60 85 40 60 45 30 55
Leadership approaches 75 40 80 55 60 80 95 40 60 40 40 60
Organisational structure 60 50 60 50 40 60 80 40 40 40 40 51
Issues management 50 40 65 45 45 60 80 40 60 40 30 50
Stakeholder engagement 60 40 80 45 40 60 80 40 40 40 40 51
Transparency 65 60 75 45 40 65 90 40 40 60 60 58
Qualitative assessment (average %) 64 47 74 51 46 64 86 38 51 41 37 b5
Table 4: Integrated assessment of companies

Assessments Mining company (MC)

MC1 MC2 MC3 McC4 MC5 MC6 MC7 McCs8 MC9 MC10 MC11

Quantitative assessment (%) 80 73 70 50 57 47 93 47 a7 47 47
Qualitative assessment (%) 64 47 74 51 46 64 86 38 51 41 37
Integrated assessment (%) 72 60 72 51 52 55 90 42 49 44 42
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Figure 10: Integrated assessment of companies

DISCUSSION

The primary objective of the study was to determine
whether the contents of sustainability reports of the
mining companies listed on the JSE SRI index are based on
the outcome of robust stakeholder engagement processes
undertaken specifically for the purpose of preparing
these reports. The sub-objectives of the study were to
evaluate adherence of the mining companies to the GRI
requirements; to compare the stakeholder engagement
processes used to develop the content of sustainability
reports of the different mining companies; and to present an
overall impression of the quality of stakeholder engagement
in the development of sustainability reports of mining
companies.

Companies appear largely to adhere to the minimum
quantitative GRI (2006) stakeholder engagement
requirements, as a listing requirement, as opposed to
engaging with stakeholders in a process that assists in
developing sustainability reporting that fully informs
stakeholders of company CSR strategy and addresses issues
that impact stakeholders. Companies appear largely to
adopt a ‘tick box’ approach to sustainability reporting and
not to engage with stakeholders in a process that could
inform and improve such reporting. In this regard, they
have not embarked upon CSR as a strategic process that is
integral to business success. It appears that the content of
the sustainability reports is not specifically based on the
information needs of stakeholders, as stakeholders have
generally played no role in informing the process.

In the main, the mining companies evaluated have not
progressed beyond the ‘innovative’ stage of the CSR journey
(Mirvis & Googins, 2006). The majority of the companies
fall between the ‘elementary’ and ‘engaged’ stages. The
discrepancy between the quantitative and qualitative
assessments confirms adherence by companies primarily
to the minimum quantitative GRI (2006) stakeholder
engagement requirements for listing purposes on the JSE
SRI index. Only one company (company 7) has progressed
beyond the ‘innovative’ stage. These findings suggest that

extensive dialogue and interaction between business and
stakeholders have not yet become entrenched as a strategic
business practice. Accordingly, sustainability reports are
not based on stakeholder engagement processes specifically
undertaken for the purpose of compiling such reports, and it
is suggested that, therefore, the content of the sustainability
reports is not specifically based on the information needs of
stakeholders. Content materiality (ensuring that indicators
used are relevant to stakeholders) is not possible without
stakeholder engagement processes undertaken specifically
for the purpose of compiling sustainability reports (Dwyer
& Owen, 2007), and it is not possible for sustainability
reports to deliver favourably against the GRI (2006)
principles underpinning the compilation of such reports
unless a robust stakeholder engagement process has been
undertaken (Steidler, 2002). Adequate interpretation of the
content of sustainability reports by the various stakeholder
groups requires contextualisation of how the business
impacts on the environment and society within, at least,
prescribed legal limits at local and international levels, as
well as the sustainable development targets and objectives
of the company (Hilson, 2006). Dwyer and Owen (2007)
note that despite an increase in the processes relating to the
provision of quality assurance to external stakeholders and
the subsequent audits of sustainability reports, stakeholder
involvement in the compilation of these reports remains
limited. Ting (2006) suggests that such practice undermines
the credibility of the GRI (2006) process.

Limitations of the study

Inherent in this exploratory study are the following

limitations:

1. The information used to undertake the analysis
in Phase 1 (quantitative) and Phase 2 (qualitative)
assessments was obtained from the latest sustainability
reports of the mining companies. If the relevant
information, as required by the GRI (2006) stakeholder
inclusiveness criteria, was not included in the
sustainability reports, it was assumed that the criterion
was not met. The implication is that the quantitative
and qualitative assessment scores could be understated.
As the primary aim of the study was to evaluate the
sustainability reports of the mining companies, and not
the mining companies themselves, this is not regarded
as a compromising factor but nevertheless should be
borne in mind should this study be replicated.

2. As the Phase 2 (qualitative) assessment was based on
the opinions of the researchers, informed by a review of
the sustainability reports of the mining companies, it is
recognised that a level of subjectivity and bias may be
present and, accordingly, the scores could be overstated
or understated. For this reason, the Phase 3 (integrated)
assessment was undertaken and the integrated scores
were used to draw the final conclusions in an attempt
to minimise such subjectivity.

3. Apart from four mining companies, the methods for
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determining the stakeholder groups with whom the
mining companies engaged were not detailed in the
sustainability reports and, accordingly, the scores
allocated for this specific section of the quantitative
assessment could be understated. However, as the
primary aim of the research was to evaluate the
sustainability reports of the mining companies, and
not the mining companies themselves, this omission
is not regarded as a compromising factor in the study.

4. The study focuses on the mining companies listed on
the JSE SRI index and, accordingly, the findings cannot
be generalised to all companies listed on the JSE SRI
index or other non-listed companies.

CONCLUSION AND RECOMMENDATIONS

Stakeholder engagement is a requirement of the CSR
journey, and the findings of this study indicate that extensive
dialogue and interaction with stakeholders, specifically for
the purposes of developing sustainability reports, are not yet
entrenched in the South African-listed mining companies.
This implies that such mining companies may not make
progress in CSR overall, and in sustainability reporting
specifically, unless the current approach to stakeholder
engagement is revisited. Strand (2008) states that CSR in
business is so interrelated with stakeholder engagement
that the former is virtually unachievable without the latter.

Based on the findings of the study, the following

recommendations are made:

e In their evaluation of investment opportunities,
international investors increasingly are evaluating
ethical and social issues along with financial returns
(Knoll, 2002; Schueth, 2003; Williams, 2007). It would
therefore be in the best interest of mining companies
to embrace CSR and the associated stakeholder
engagement requirements as core to business strategy
as, with time, such activity could influence investment
decisions.

e The quantitative assessment (as described in Table 2
highlights numerous platforms used by the mining
companies to engage with stakeholders, for example,
meetings, surveys, focus groups, community panels,
corporate advisory panels and union structures.
The platforms for engagement are therefore already
in existence. In general, the structures of mining
companies are based on functional ownership with
limited organisational alignment in terms of geographic
spread and overlapping functional requirements.
In addition, structures are based on commodity
groupings that do not leverage regional synergies
and often advantage is not taken of cross-functional
collaboration. Utilising stakeholder engagement
platforms in a collaborative manner could ensure
that stakeholders are not confronted with conflicting
messages or expectations due to multiple touch

points. In addition, such a synergistic approach could
prevent the duplication of effort between the various
mines owned by a particular mining company. Mining
companies should therefore maximise the use of
existing platforms to determine the information and
specific performance indicators that stakeholders
regard as valuable, and such information should inform
sustainability reporting.

e As noted earlier, Porter and Kramer (2006) discuss
the link between competitive advantage and CSR,
central to which is robust stakeholder engagement.
It is advanced that mining companies should debate
the business case for CSR as a means of arriving at
a point at which the business benefit of CSR is fully
appreciated and stakeholder engagement, the vehicle
for CSR development and sustainability reporting, is
fully utilised for the competitive advantage that it can
afford.

Based on the findings of the study and in line with the
recommendations furnished, it is suggested that future
research should focus on the following three areas:

e Qualitative data acquired from interviews with
sustainability practitioners, senior management and
executives of the mining companies as well as with
other stakeholder groupings could supplement the
findings of the present study and afford greater insight
into perceptions of the value of CSR in business and,
specifically, stakeholder engagement in sustainability
reporting. Existing stakeholder platforms could be
used to progress such data collection, and information
acquired could then be used to understand the barriers
to integrated stakeholder engagement as a component
of the integration of CSR into business strategy.
Accordingly, plans could be deliberated to address
such barriers.

e Inorder to better understand the extent of stakeholder
engagement in sustainability reporting, the present
study could be extended to the other sectors, and an
attempt could be made to gain a macro South African
picture of stakeholder involvement in sustainability
reporting.

e A similar study could be undertaken internationally
in the mining sector and in other sectors, comprising
a stratified sample of companies listed on their own
securities exchanges, in order to highlight best practice
that could be used to debate greater stakeholder
inclusiveness in sustainability reporting in the mining
sector as well as in other sectors in South Africa.

It could be anticipated that adherence to the minimum
quantitative GRI (2006) stakeholder engagement
requirements for listing purposes only, will prove to be a
poor option in the future when investors exert pressure
for sound CSR practices and sustainability reporting.
Companies that are approximating the ‘transforming’ stage,
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it is suggested, will be in a position to attract investment,
and, at the same time, will have incorporated stakeholder
views that, as noted by Porter and Kramer (2006), can
enhance their competitive strategies.
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