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Executive summary 

Corporate Social Investment (CSI) is a broad term that may be applied to the activities of the private 

sector to address non company-specific and broader socio-economic questions. As such, it is a departure 

from the traditional view of the company as a profit maximising unit. The ideal of “doing good” by 

behaving ethically and contributing to social and economic development has a rich history in South Africa 

dating back to the 1890s. There are many possible explanations for the growth in CSI over the past 

century. This report includes a literature review about what constitutes CSI to what drives CSI – both 

domestically and internationally. From truly altruistic intent to pure box ticking, the question of whether 

CSI has actual benefit to the economy, as a whole remains relevant. This report finds that at worst the 

effect of CSI on the company is neutral but probably positive. This is an important point to note as many 

senior executives often see CSI as a compliance exercise that carries costs. Furthermore, the quantum of 

the estimated CSI spend in South Africa is such that, if spent effectively, might have a highly significant 

economic impact on the country. 

There are many examples of excellent and efficient CSI to be found but unfortunately, it is also easy to 

find examples of inefficient spending. Short of doing a cost benefit analysis on all CSI spending (per 

project) and comparing changes over time, it is difficult to measure the outcomes on a net basis. However, 

given the level of focus on CSI and the increasing level of sophistication of CSI practitioners/consultants, it 

is highly likely that the quality of CSI spending has improved over time – perhaps even significantly. 

However, in the absence of verifiable data on net benefits it is difficult to apply traditional methods to 

assess the impact to the economy as a whole. It is hoped that there will be an increasing awareness 

among CSI practitioners to better quantify and measure impacts allowing researchers more complete data 

to analyse in future.  

There is very little empirical evidence of costs and benefits to CSI spending, but there are aggregated 

estimates of the total spend by corporate SA. It is this spend that the researchers used to estimate the 

potential impact of the spending on the real South African economy. For the purposes of this study and as 

an initial exercise, the assumption was made that the corporate investments into the various domestic 

sectors are at least as efficient as the sectors and economy as a whole. This allows the reasonable 

conclusion to be drawn that should EXISTING CSI spending be efficient, then the spending will have a 

strong positive impact on the real South African economy. This is especially true in those areas where the 

needs are greatest – such as education. 

An economic impact analysis (EIA) takes all the intricate linkages between different sectors into account 

and therefore allows one to estimate the economy-wide impacts of effective CSI in South Africa. For the 

analysis presented in this paper, a comprehensive social accounting matrix (SAM) model of the South 

African economy was used.  

According to Trialogue’s latest estimates, CSI expenditure by the South African private sector amounted to 

R8.1 billion in 2015. On an annual basis, CSI expenditure registered a 1% decline in nominal growth and a 

5.6% decline in real growth. It is worthwhile to note that while CSI expenditure declined during 2015, it 
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has grown significantly over the past decade. However, despite the year-on-year (y-o-y) decline, R8.1 

billion is still a sizeable investment with extensive impacts on the South African economy.  

For the purpose of the EIA, Trialogue’s 2015 estimates by development sector were used to stimulate the 

economy in a model. Education received by far the largest share of corporate expenditure (47%), followed 

by social and community development (17%) and healthcare (12%).   

When all the economic multiplier effects are taken into consideration, effective CSI has the potential to 

stimulate production to the value of R25.6 billion, support almost 63 000 jobs in South Africa and generate 

R7.7 billion in labour remuneration. In all, effective CSI has the potential to increase the South African 

gross domestic product (GDP) by R12.5 billion. 

The BER is not an expert at identifying or differentiating between inefficient or highly efficient CSI. It is 

also acknowledged that the type of economic impact assessment attempted in this report is not ideal for 

estimating the true value to society of well-intentioned and implemented social investment. Many impacts 

are longer term and specifically aimed at changing outcomes, and therefore conceivably the SAM. 

However, some form of quantitative analysis is useful in understanding the true nature of any economic 

activity and specifically changes over time. This report is not intentioned to be the final word on the 

matter, only our contribution to a better understanding. 

The magnitude of CSI in South Africa is clearly significant.  

While there are examples of bad CSI, there are also countless examples of highly effective and efficient 

CSI. The social accounting matrix is the outcome of all the various forces at play in the real economy, at a 

point in time, and the multipliers derived from it are again actual outcomes NOT theoretical constructs. Not 

all sectors within our economy are equally efficient, but the SAM considers this. By estimating the impacts 

of CSI in South Africa, the researchers assumed that the CSI spending within the sectors is at least as 

efficient as the average for the sector. Therefore, there is also the possibility to exceed the impacts 

calculated in this report by ensuring maximum efficiency of CSI spending through the implementation of 

best practice principles. Given that there seems to be no net cost to the company over the longer term, it 

should be argued that companies strive to maximise the impact of the CSI for the sake of society as a 

whole. A rare win-win situation.    
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Introduction  

South Africa has a rich history of corporate social investment (CSI) with the earliest examples dating back 

as far as the Cape of Good Hope bank’s initiatives in 1839 and also those of De Beers Consolidated Mines 

in 1890. Anglo American initiated a CSI-style intervention to combat Spanish flu in the early part of the 

20th century. South Africa’s private sector has been active in social investment for many decades – long 

before any compliance required it and much has already been achieved. According to one of the most 

respected experts in the field Paul Pereira1, South African companies such as Anglo American Corporation 

played an important part in international practice after many decades of lessons learnt in South Africa.  

 

It is widely accepted that CSI has a wide range of benefits and could, if applied strategically, contribute to 

a company’s profits and societal well-being. However, despite these benefits some companies are still 

hesitant to commit to CSI programmes and in many cases, they might only contribute to CSI initiatives as 

a compliance exercise. This report motivates that companies should change their perspective on CSI from 

merely a box-ticking exercise to a strategic priority. Lack of buy-in from management can largely be 

attributed to the absence of hard facts and figures, in addition to a lack of understanding of how to pursue 

and achieve both business and social impact. If CSI practitioners are able to quantify and demonstrate the 

value of the expenditure, it will be easier for leadership to buy into their vision and it will no longer be 

perceived as a “nice to have”. This report attempts to address this shortcoming with some preliminary 

indications of what effective CSI might mean for the South African economy. However, the narrow 

economic results should by no means be considered in isolation as, by its very nature, CSI and the broader 

concept of corporate social responsibility (CSR) seek to improve the very fabric of society and quantifying 

some of these impacts is often not appropriate or possible. 

 

The main aim of this report is therefore to demonstrate that CSI is indeed much more important than a 

simple compliance exercise and that there is a strong economic argument to be made for its existence and 

even expansion. 

 

This report consists of three parts. The first part begins by defining the concepts of Corporate Social 

Investment (CSI) and Corporate Social Responsibility (CSR). These concepts are discussed in terms of the 

popular pyramid framework, which involves economic, legal, ethical and philanthropic responsibilities. It 

then proceeds to make the case for CSI in terms of these responsibilities. First, according to the narrow 

business case, effective and targeted CSR programmes can have a positive economic impact on 

companies. Second, some South African companies have a legal responsibility for CSR which centres on 

Broad-Based Black Economic Empowerment (B-BBEE) legislation2 and several other industry-specific 

                                                
1 Paul Pereira, 2016 correspondence with the BER 

2 Please note that compliance with B-BBEE remains voluntary, but is necessary if companies want to apply for 
government tenders. This implies that not all companies are legally bound to undertake CSI, but there is mounting 
expectations to do so.  
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charters3. Third, the developmental challenges in South Africa are enormous and companies have an 

ethical obligation and opportunity to make a large impact, and in many cases have been doing so by being 

effective businesses that consider social investment as part of their core.  

 

The second part examines existing case studies of CSI interventions, in order to identify broad success 

factors. Given that CSI is an economic, legal and ethical imperative, it should be implemented as 

effectively as possible. With targeted and effective programmes companies are making a vital contribution, 

but there is scope for improvement. This part will highlight broad success factors that have been found to 

be typical of effective CSR programmes and CSI spending, as well as a few best practice examples. The 

intention is to relate the findings to the specific circumstances and challenges in South Africa. However, 

the analysis attempted is not in any way intended to be definitive and is merely intended to provide 

context.  

 

The third part of the report involves a high level assessment of the potential impact that efficient CSI 

spending might have on the South African economy. An economic impact analysis (EIA) provides a 

quantitative tool to calculate the benefits of investment on the economy. Various methods, including input-

output analysis, supply-use table (SUT) and social accounting matrix (SAM) analyses can be used to 

measure economy-wide impacts of an event or industry. For the purpose of this report, a SAM-based 

model of the South African economy will be used to measure the potential impact of CSI in South Africa. 

 

While the intention is to quantify the economic impacts of CSI in South Africa, it is important to 

acknowledge that these relatively narrow set of economic impacts cannot measure the full impact on 

society. For example, the concept of gross domestic product (GDP) actually means very little to the 

average person in the street, but is obviously important in the aggregated economy.  Many interventions 

seek to improve issues that are very difficult to measure, but that are still very important from a societal 

perspective – for example:   

 

“in accelerating opportunities for more people to become economically strengthened, moral-values-

enhancement, nutrition, or lifeskills, afford greater chance of consistently-positive and inter-

generationally-deepening independence for individuals, and in wider scopes of all manner of life choices 

that enhance opportunity and choice: those critical enablers of liberty and drivers of societal progress. 

Here, attention might most usefully focus on things to take biggest-bang advantage of some of SA's 

sometimes quite extraordinary streams of self-interested-citizen-driven socio-economic advancement4.” 

Definition and concept 

This section defines CSI and the broader concept of CSR. CSR and CSI are evolving concepts and as such 

there are a wide range of definitions for both concepts. The majority of the international literature refers to 

                                                
3 According to Trialogue (2009), in 2002 several industry charters came into effect that sets social spending targets as a 
licence to operate requirement. Industry charters include the Mining Charter, the Petroleum and Liquid Fuels Charter, 
the Financial Sector Charter, the Construction Charter and the ICT Charter.  

4 Comment by Paul Pereira 2016 in response to an early draft of this report. 
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the broader concept of CSR. The World Business Council for Sustainable Development defines CSR as, “the 

continuing commitment by business to behave ethically and contribute to economic development while 

improving the quality of life of the workforce and their families as well as the local community and society 

at large.” The European Commission defines CSR as, “a concept whereby companies integrate social and 

environmental concerns in their business operations and in their interaction with their stakeholders on a 

voluntary basis.” There are many terms for the same kind of concept, including corporate sustainability 

and corporate citizenship5.  

 

CSI can be defined as a company’s contributions to society that are extraneous to its regular business 

activities, whether such investment is monetary, or in the form of other corporate resources or time6. CSI 

is an investment in a company’s stakeholders to ensure that the business remains a going concern, while 

contributing to the growth of human and natural assets, upon which its ultimate success relies7. The 

concepts of CSR and CSI are therefore very closely related. In this report CSR will be used to refer to all 

the activities relating to social development that companies are engaged in (i.e. social development 

programmes), whereas CSI will refer to the actual financial commitment made by companies in achieving 

these aims (i.e. spending on CSR projects). CSI is therefore an important component of CSR, and in the 

South African literature they have at times been used interchangeably8.  

 

CSI contributions can take many forms, including financial contributions (cash donations), in-kind 

donations (e.g. Whirlpool Corporation donates a refrigerator to every home built by Habitat for Humanity 

in North America), and employee volunteering programmes. Broader CSR activities also relate to employee 

welfare and safety, such as educational benefits, health support (e.g. on-site clinics) and codes of conduct 

(e.g. McDonald’s has a code of conduct that contains requirements for fair and safe working conditions for 

vendor employees). CSR activities also focus on meeting customer desires and protecting future 

generations (e.g. Sony’ environmentally sustainable or “green” initiatives and The Body Shop’s animal 

welfare activities)9. 

 

The literature contains numerous models of CSR. Carroll’s pyramid provides a useful framework to 

examine the concept10. This framework has been widely employed in the literature and is useful for 

framing the issues around CSR, especially in terms of the business case for CSR. The pyramid framework 

                                                
5 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

6 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

7 Rossouw, R. 2015. “Best Practice in Corporate Social Investment - Community Investment and Development 
Management.” 

8 Fasset. 2012. “Corporate Social Responsibility: Course Handbook.” Goldengate Consulting. 

9 Sprinkle, G.B. & Maines, L.A. 2010. “The benefits and costs of corporate social responsibility.” Business Horizons. 
53(5):445–453. 

10 Carroll, A.B. 1991. “The pyramid of corporate social responsibility: Toward the moral management of organizational 
stakeholders.” Business Horizons. (July-August 1991):39–48. 
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identifies four different types of social responsibilities for business, as illustrated in Figure 1, i.e. economic, 

legal, ethical and discretionary or philanthropic responsibilities.  

 

Figure 1: Carroll’s pyramid of Corporate Social Responsibility 

 

Source: Carrol, 2011  

The economic responsibility, which forms the cornerstone of the pyramid, is to produce goods and 

services that society desires and to sell them at a profit, in order to perpetuate the business and satisfy 

obligations to investors. By doing so, companies fulfil their primary responsibility as economic units in 

society. Companies should be as profitable as possible, maintain a strong competitive position, and 

maintain a high level of operating efficiency. These responsibilities form the foundation on which the 

others rest and are required by key stakeholders, i.e. shareholders, creditors and consumers. In 

economics, this responsibility is often stated as profit maximisation, where companies are expected to use 

resources to engage in activities designed to increase its profits, as long as it stays within the rules of the 

game, i.e. engage in open and free competition without deception or fraud11.  

 

The legal responsibilities refer to the obligations put on companies by the laws and regulations of the 

society in which it operates. There is little disagreement about this responsibility. In other words, 

companies should conform to laws and regulations formulated by governments that act as the ground 

rules according to which business must operate. Society expects that all goods and services and 

relationships with stakeholders will at least meet legal requirements12. In the South African context, issues 

of transformation often form an additional legal requirement (as mentioned earlier, not all South African 

                                                
11 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

12 Sexty, R.W. 2014. “Corporate social responsibility: the concept.” Canadian business and society: Ethics, 
Responsibilities and Sustainability. 

PHILANTHROPIC
Responsibilities  

Be a good corporate citizen.                                  
Contribute resources to the                             

community;  improve quality of life.

ETHICAL   
Responsibilities   

Be ethical.                                      
Obligation to do what is right, just, 

and fair. Avoid harm.

LEGAL                                            
Responsibilities                                             
Obey the law.                                                 

Law is society’s codification of right and 
wrong. Play by the rules of the game.

ECONOMIC                                        
Responsibilities                                                        

Be profitable.                                                            
The foundation upon which all others rest.
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companies are legally bound to undertake CSI, but there is mounting expectation and strong incentives to 

do so). 

 

The ethical responsibilities embody those standards, norms, or expectations that reflect a concern for 

what stakeholders (i.e. consumers, employees, shareholders, and the community) regard as fair or in 

keeping with the protection of their rights. In essence, ethical responsibilities refer to companies’ activities 

to promote and pursue social goals that extend beyond their legal responsibilities. Stakeholders expect 

companies’ ethical behaviour to go beyond mere compliance with laws and regulations13. 

 

Philanthropic (or discretionary) responsibilities involve the actions that are in response to society’s 

expectation that companies be good corporate citizens. This includes activities that promote human 

welfare or good will (such as contributions to education, charities, and the arts) and are dictated by the 

values of the company. Such responsibilities are not expected in an ethical sense, making philanthropy 

more discretionary or voluntary even though society may have such expectations of business14. 

 

The pyramid is a basic building-block structure, with economic performance as the foundation. At the same 

time, business is expected to obey the law, behave ethically, and be good corporate citizens. Economic 

and legal responsibilities are “required”, ethical responsibilities are “expected”, and philanthropic 

responsibilities are “desired” by society15. 

 

The Case for CSR/CSI 

In the past, the classical economic view was that companies only have economic responsibilities, i.e. a 

responsibility to their shareholders to maximise profits, as long as companies complied with the rules 

imposed by governments to check abusive practices16. Social problems were not the concern of companies 

and were supposed to be resolved by the workings of the free market system, while profits provided 

incentives and ensured efficiency. By making a profit, corporations contributed to a healthy, growing 

economy that provided employment and adequate incomes. If the free market failed to solve social 

problems, the burden fell upon government and legislation. It was also thought that CSR may dilute 

companies’ primary purpose and make companies less competitive globally, by increasing costs. Moreover, 

some have made the argument that companies do not have the necessary expertise for socially-oriented 

decision-making and that business should not wield additional influence. However, many of the arguments 

                                                
13 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

14 Sexty, R.W. 2014. “Corporate social responsibility: the concept.” Canadian business and society: Ethics, 
Responsibilities and Sustainability. 

15 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

16 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 
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against CSR were introduced decades ago, though some still hold them, and a lot of the opposition to CSR 

applied when the concept was once more narrowly conceived. 

 

An opposing view that surged in importance in the 1960s is that companies have a responsibility to 

society, beyond the requirement to make profits for shareholders. More recently, companies have realised 

that not only is there a strong business case for CSR, but that actively engaging in CSI is vital for 

development. As a result, the original concept of CSR has been modified to include social, as well as 

economic goals. The idea is that it is in a company’s long-term self-interest to be socially responsible. If 

business is to have a healthy climate in which to operate in future, it must take actions now that will 

ensure its long-term viability. In other words, best practice CSI should become a standard business goal. 

According to Keri Paschal, Executive Director of the Nation Builder Trust, “future-minded business leaders 

are shifting their view of social impact as a mere exercise in philanthropy, compliance or even a moral 

conviction, and are recognising that building sustainable, successful businesses and a robust economy will 

require more than this compliance-only mind set and profit-making, important though these may be17.” 

Another assertion is that CSR will discourage government regulation, by encouraging self-policing with 

self-disciplined standards and fulfilling society’s expectations. Thus, companies may benefit from greater 

social legitimacy with less government regulation and a healthier society for improved long-term 

profitability18. Another view is that, because business has management skills, functional expertise and 

capital, and because so many others have tried and failed to solve social problems, business should be 

given the chance to make a positive impact. In addition, it has been argued that business should engage 

in CSR activities because the public strongly supports it, even if it requires companies to sacrifice some 

profits. CSR money should therefore be invested with a clear intent to improve outcomes – rather than 

simply as a means of spending money to manage other risks. 

 

While tension between the opposing views remains in some cases, the notion of an economic responsibility 

is accepted and required by both. One may even argue that maximising shareholder value in the long term 

is an underlying principle of both views. The real difference may be that in some cases short-term profit 

maximisation may have negative effects in the long-term. In other cases, CSR might entail some short-

term costs, but it will pay off in the long run19. Moreover, the classical view assumes that the “rules of the 

game” are correct, and that by adhering to them the system will produce the best outcomes. But in 

developing countries like South Africa, “institutions” are not necessarily strong and stable. For example, 

there may be problems with externalities (e.g. environmental damage by extractive industries) and 

unintended consequences, which are not taken into account by the “rules of the game”. In addition, 

institutions in developing countries often suffer from problems of inefficiency and corruption.  

 

                                                
17 Muthobi Foundation and Nation Builder Trust. 2016. Good Giving Guide for Business.  

18 Burke, L. & Logsdon, J.M. 1996. “How Corporate Social Responsibility Pays Off.” Long Range Planning. 29(4):495–
502.  

19 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 
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This section will make the case for CSR/CSI in terms of the four responsibilities. According to the business 

case, CSI may entail significant economic benefits (i.e. it falls under economic responsibilities). The legal 

case for CSR in South Africa involves issues of transformation and equal access to opportunities for all. 

Moreover, there is a strong ethical and philanthropic case for CSR interventions in developing countries 

like South Africa, where there are serious developmental challenges.  

The business case 

This section will present the narrow business case for CSR found in the literature. The pyramid view is 

useful because it specifies the company’s economic responsibility as a factor to be considered by CSR, and 

this becomes very important in thinking about the business case for CSR. It is important to justify CSI 

spending to the business, where budgets are drawn from shareholder funds. This is different to private 

philanthropy, where individuals or trustees are at liberty to decide on expenditure. This calls for a business 

case for CSR, which refers to the arguments that provide rational justification for CSR initiatives from an 

economic/financial perspective. The business case for CSR argues that companies can “do well by doing 

good”. In other words, companies that engage in CSR activities will be rewarded by the market in 

economic and financial terms. A well-conceived CSR programme can offer a company strategic benefits 

through a tangible improvement in its long-term competitive position. The business case is often grouped 

along the following four dimensions: cost and risk reduction; gaining competitive advantage; developing 

reputation and legitimacy; and seeking win-win outcomes through synergies20.  

Cost and risk reduction 

These arguments state that certain CSR activities, such as employment and environmental policies, can 

enhance long-term shareholder value by reducing costs and risks to the company. Cost and risk reduction 

arguments have gained wide acceptance among companies. In a 2003 survey of business executives by 

PwC, 73% of respondents listed “cost savings” as one of the top three reasons why companies were 

becoming more socially responsible21. In a survey of Canadian companies, Brady et al. (2004)22 found that 

respectively 70% and 40% of respondents cited “cost savings” and “reduced business risk” as business 

benefits of CSR.  

 

There is growing evidence that companies with strong sustainability reputations find it easier to recruit, 

motivate and retain high-quality employees. For example, Deloitte Touche Tohmatsu gives its managers 

the opportunity to participate in programmes dedicated to improving the skills of young students, which 

                                                
20 Kurucz, E.C., Colbert, B.A. & Wheeler, D. 2008. “The Business Case for Corporate Social Responsibility.” Oxford 
Handbook on Corporate Social Responsibility. D.S. A. Crane, A. McWilliams, D. Matten, J. Moon, Ed. Oxford University 
Press. 

21 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

22 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 
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the company believes helps to recruit top candidates and increase the retention rates of talent23. CSR may 

prompt altruistic contributions from employees and facilitate the use of trust-based contracts. Brady et al. 

(2004)24 found that more than 50% of respondents noted that their CSR programmes contributed to 

increased employee morale and motivation, which, in turn, led to higher productivity. These policies may 

therefore decrease costs related to employee turnover and performance evaluation, as well as increasing 

worker productivity through better motivation.  

 

CSR activities involving environmental programmes (e.g. energy conservation) can lead to operational 

efficiencies and cost savings, as well as risk management benefits. Proactive environmental policies result 

in cost and risk reduction by lowering the costs of complying with present and future regulations and 

improving efficiencies to decrease operating costs25. There are many examples of business benefits 

resulting from these programmes. Wal-Mart reduced transportation costs significantly through an initiative 

to reduce packaging on toys. DuPont realised financial benefits through reductions in waste and energy 

intensity. By self-imposing higher standards, companies may avoid litigation or tighter and costlier 

regulations in future. For example, Calpine Corporation built a power plant that reduced carbon emissions 

well below current standards, in order to have the flexibility to respond to possible future regulations. 

Moreover, CSR programmes often carry tax advantages. Apart from tax deductions for donations, 

governments frequently provide tax credits for CSR and sustainability efforts. For example, RBC Bearings 

received a substantial tax credit associated with the production of wind turbines.  

 

CSR activities directed at managing community relations may also result in cost and risk reductions, 

through a better understanding of stakeholder concerns. Positive community relationships may decrease 

the amount of regulation imposed on the company. For example, Canadian Pacific Railway engaged with 

local communities to resolve disputes related to the proximity of rail lines to residential neighbourhoods, 

which helped to avoid the intervention of courts and the imposition of government regulations. CSR may 

also reduce the likelihood of problematic incidents, which limits the likelihood of lawsuits and damage to 

the company’s reputation. Better anticipation and management of risk can improve the security of supply 

and overall market stability, while the costs of not managing such risks can be substantial 26. 

 

 

According to Charmaine Smith from Infundo Consulting, PG Bison’s rural operations in the Eastern Cape 

utilises effective community feedback loops, as well as a remarkable relationship with the local Department 

of Education to co-create effective partnerships. One of the major advantages of CSR in a rural setting is 

                                                
23 Sprinkle, G.B. & Maines, L.A. 2010. The benefits and costs of corporate social responsibility. Business Horizons. 
53(5):445–453. 

24 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 

25 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

26 Sprinkle, G.B. & Maines, L.A. 2010. The benefits and costs of corporate social responsibility. Business Horizons. 
53(5):445–453. 
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that business and community sustainability are visibly inter-connected. CSR simultaneously invests in 

long term sustainability and short term impact to grow its own eco-system. This is grown via transparent 

and honest relationship building whilst balancing business and community concerns. The proximity of the 

business to the community facilitates a very reliable feedback loop. The continual feedback ensures 

continued growth and sensitivity and clear concise communication. Conscious management hereof results 

in community and business structures working together towards each other’s sustainable development. PG 

Bison has recognised this fact and via multiple channels of investment (financial, human capital and time) 

are committed to building their business by building their community. A remarkable public-private 

partnership (PPP) between the Eastern Cape Department of Education and PG Bison is bearing much fruit, 

through clear accountability and measurable deliverables on both sides. This partnership is in its 7th year 

and grows annually in terms of measurable deliverables in a co-created M&E matrix.  

Gaining competitive advantage 

These arguments contend that by engaging in certain CSR activities companies may gain a competitive 

advantage over industry rivals. In other words, CSR activities can be used as a differentiation strategy. 

“Competitive advantages” were cited as one of the top two justifications for CSR in the PwC survey of 

business executives27. Brady et al. (2004)28 reported that the majority of respondents felt that their CSI 

paid off by improving access to markets, through customer loyalty, security in existing markets and 

attractiveness in new markets. 

 

According to this view, stakeholder demands are opportunities that can be leveraged for the benefit of the 

company. By strategically directing resources towards these demands, stakeholders will prefer the 

company over its competitors, because of the company’s CSR initiatives. Increasingly, consumers are 

taking CSR performance into account and tend to be loyal to companies with a good record. Thus, CSR 

may entice consumers to buy a company’s products or services. For example, NBC’s decision to offer more 

television programming on health and social issues meant that it was able to attract significant advertising 

revenue from companies wishing to link their products to those values29. 

 

CSR activities can aid in competition for access to resources. A good track record for managing social and 

environmental performance and a demonstrated willingness to work with stakeholders can improve the 

success rate of bids when competing with others for project opportunities and access to resources, such as 

energy and minerals. For example, Teck Cominco’s good reputation for negotiating and honouring 

agreements with indigenous groups (e.g. a share of the benefits through employment) has helped it 

                                                
27 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 

28 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 

29 Sprinkle, G.B. & Maines, L.A. 2010. The benefits and costs of corporate social responsibility. Business Horizons. 
53(5):445–453. 
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access mineral rights in new areas. In South Africa, CSR activities often have to be listed in tender 

documents and vendor profiles30.  

 

CSR can also aid access to capital. It is possible that companies engaging in CSR activities are more likely 

to attract capital from investors and receive more favourable terms from creditors. Financial institutions 

and investors are increasingly incorporating social and environmental criteria into their assessment of 

projects31. In South Africa, for example, the JSE’s Responsible Investment Index assesses CSI activities 

and allows investors to invest in companies with good CSR records. 

 

CSR activities may also lead to improved innovation. Feedback from diverse stakeholders can be a source 

of ideas for new products, processes and markets, resulting in competitive advantages. Integrated CSR 

also impacts on the behaviour of employees and management; creating a more inclusive view of strategic 

intent in complex environments. Great companies understand the balance between internal strategy and 

reliance on outside influences. For example, a company may get certified as adhering to certain 

environmental and social standards, in order to become a supplier to particular retailers. VanCity, for 

example, offers socially responsibly mutual funds and a values-based credit card, where a percentage of 

profits is used to fund environmental projects32. These innovations can also help to create brand 

recognition and enhance company reputation. 

Developing reputation and legitimacy 

These arguments contend that companies may strengthen their legitimacy and enhance their reputation by 

engaging in CSR activities. Reputation, or brand equity, involves values such as trust, credibility, 

reliability, quality and consistency. Legitimacy is a general perception that the actions of an entity are 

appropriate within accepted social norms and values. Good CSR performance may allow companies to build 

their reputation and brand value, which are among the most valuable assets, while poor performance can 

damage brand value. Brady et al. (2004)33 found that all of their survey respondents identified 

“reputation/brand management” as a key driver of CSR, as many of the other benefits flow from a good 

reputation. 

 

One example is cause marketing, where product benefits are linked to appeals for charitable giving. The 

benefits include the creation of purchasing incentives and an improvement in company and product 

images. For example, General Mills donated 10 cents to breast cancer research, for every proof of 

purchase that consumers sent to the company. South African interventions with respect to the protection 

of Rhinos are another example of cause marketing.  

 

                                                
30 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

31 Hohnen, P. 2007. “Corporate Social Responsibility - An Implementation Guide for Business.” 

32 Sprinkle, G.B. & Maines, L.A. 2010. The benefits and costs of corporate social responsibility. Business Horizons. 
53(5):445–453. 

33 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 
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Companies often earn ‘‘free’’ advertising as a result of their CSR programmes. It is quite common for 

companies’ good deeds to receive coverage on radio and television, and be the subject of articles in 

newspapers, trade journals, and magazines. Increasingly, mainstream advertising features the 

environmental or social benefits of products (e.g. hybrid cars and unleaded petrol). This allows companies 

to demonstrate that goals of profitability and sustainability may be pursued simultaneously.  

 

A good CSR reputation may also lead to a more robust licence to operate in the community. Companies 

with a good record are generally given greater leeway when problems occur and are less subject to unfair 

criticism. Failing to obtain stakeholder support can increase costs by holding up approvals in lengthy public 

hearings. For example, Syncrude estimates that its failure to engage residents in one of its development 

applications cost the company $1.5 million in delays and wasted effort in its development plans.  

 

CSR activities can also aid in improved relations with regulators. In a number of jurisdictions, governments 

have expedited approval processes for companies that have undertaken social and environmental activities 

beyond levels required by regulation. These companies develop better relations with regulatory agencies, 

which can mean less red tape and scrutiny. In many countries, including South Africa, governments use 

CSR indicators in deciding on procurement contracts. CSR programmes can therefore be leveraged to 

complement other objectives like preferential procurement. Home Depot, for example, notes that its 

reputation of giving back to communities has helped the company obtain permits to open new stores34. 

Brady et al. (2004)35 found that 80% of respondents cited “relations with stakeholders” and “relations with 

regulators” as a benefit of CSR activities.  

Seeking win-win outcomes through synergies 

These arguments focus on opportunities that reconcile the differing stakeholder demands and create value 

for multiple stakeholders simultaneously. CSI may allow companies to improve their competitiveness and 

at the same time fulfil the needs of some of its stakeholders. For example, charitable contributions to 

education would improve the quality of human resources available for the company. Similarly, charitable 

contributions to community causes (e.g. crime prevention) would result in a higher local quality of life. 

Companies recognise that there are benefits from more stable communities within which they operate36. 

One could argue that this is particularly important in the developing country context.   

 

The concept of the triple-bottom-line of sustainability emphasises synergies that can emerge for business, 

societies, and the environment by integrating efforts across these domains. CSR activities may promote 

responsible consumption, which is an important driver to achieving sustainable development. Companies 

have a key role to play in facilitating sustainable consumption patterns with the types of goods and 

                                                
34 Sprinkle, G.B. & Maines, L.A. 2010. The benefits and costs of corporate social responsibility. Business Horizons. 
53(5):445–453. 

35 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 

36 Carroll, A.B. & Shabana, K.M. 2010. “The business case for corporate social responsibility: A review of concepts, 
research and practice.” International Journal of Management Reviews. 12(1):85–105. 
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services they provide, the way in which they provide them, and their relationship to consumer rights and 

sustainability issues. Thus, CSR can provide valuable input to strategic planning, as well as a better 

understanding of sustainability issues facing the company. According to Brady et al. (2004)37, a number of 

companies noted that stakeholder engagement was important to understanding sustainability issues.  

Potential costs 

CSR can have a strong business case in the right circumstances and if implemented effectively – i.e. a 

positive impact on the bottom line. Nevertheless, companies should take the costs involved into account 

when engaging in CSI spending. These include direct costs involved when implementing projects, as well 

as the activities that companies are unable to undertake due to CSI spending (i.e. opportunity costs). CSR 

activities can lead to both increased outlays of cash and reductions in cash inflows. The costs associated 

with cash and product contributions include the raw cash flows and product costs minus the reduction in 

taxes or tax credits. In some jurisdictions, the tax deduction for product donations equals product cost 

plus a portion of the lost profit. Companies should also consider the opportunity costs associated with 

donations. If the contributions could have been used for another project that would earn a return, then 

this cost (i.e. after-tax profit) needs to be considered.  

 

When employees volunteer their time, there is usually a cost associated with decreased productivity. For 

example, KPMG employees recently volunteered 32,000 hours of their time to charitable endeavours, 

which translates into substantial potential revenues foregone. This assumes there is a demand for the 

volunteered hours and no excess capacity. However, if employees volunteer during periods when there is 

excess capacity, the opportunity cost is close to zero38. Additional employee costs include dedicated 

employees focused on CSR efforts, which is becoming more common, as well as the use of consulting 

companies.  

 

There might be costs associated with environmental activities, where some ‘‘green’’ approaches entail 

additional costs over “traditional” approaches. For example, the cost of making products using recycled 

materials can be compared to costs of using new materials39. As discussed above, however, the costs of 

environmentally-friendly activities may actually be lower in some cases than those of traditional 

approaches. 

 

The point is that companies need to take direct costs and opportunity costs into account when deciding on 

CSI spending. As with all projects, companies should aim to achieve the largest possible impact in the 

most cost-effective manner. However, CSR and profitability are not necessarily mutually exclusive – the 

                                                
37 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 

38 In South Africa, if firms are able to track and quantify the value of employee time, they can include this in their socio-
economic development expenditure for B-BBEE Scorecard purposes. 

39 Sprinkle, G.B. & Maines, L.A. 2010. “The benefits and costs of corporate social responsibility.” Business Horizons. 
53(5):445–453. 
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aim is to achieve both. Indeed, in many cases they may be complementary, as the empirical evidence 

discussed below illustrates.  

Empirical evidence 

There is growing support for the business case for CSR among both academics and business people. A 

large body of literature has tried to support the business case for CSR, by testing for a relationship 

between corporate social performance (CSP) and corporate financial performance (CFP). Overall, the 

empirical evidence on the relationship between CSR spending and financial performance seems to be 

mixed. Companies that devote resources to social responsibilities will either perform financially better, 

worse, or the same that they may have done otherwise, depending on the study. 

 

The inconsistent results in the literature may be attributed to methodological differences between studies 

and interpretation biases, as well as mediating variables and situational contingencies. Barnett (2007)40 

argued that the impact of CSP on CFP varies from one company to the other. Such variation, which is 

reflected by the inconclusive research results, may be attributed to factors specific to each situation (i.e. 

situational contingencies affect the relationship). CSP may have a positive effect on CFP in certain 

situations, while having a negative or no effect in other situations. Not all CSR activities are implemented 

effectively and efficiently, which means that it is harder to detect a significant relationship. Moreover, 

research indicates that companies are often forced to respond to CSR issues in order to be recognised as 

trustworthy business partners, to protect their reputations, or because of stakeholder pressure. In many of 

these instances no positive relationship between cost and benefit exists over the short term.  

 

Pivato et al. (2008)41 argued that attention must be given to intermediate performance measures, such as 

customer satisfaction, to prove positive correlations with CSI. They illustrated that CSP positively 

influenced brand loyalty by building trust with consumers. Thus, CSR initiatives may have an indirect 

positive influence on CFP. Appreciation of the complexity of the relationship between CSP and CFP would 

be much more beneficial than a simplistic view that only recognises a clear and direct relationship.  

 

Nevertheless, formal meta-studies have found a positive (if highly variable) correlation overall between 

CSP and CFP indicators. In a meta-analysis of studies, correcting for sampling error and measurement 

error, Orlitzky et al. (2003)42 found support for a generally positive relationship between CSP and CFP 

across industries. Margolis and Walsh (2003)43 assessed 127 empirical studies and concluded that there 

was significant evidence of a positive relationship between CSP and CFP, and very little evidence of a 

                                                
40 Barnett, M.L. 2007. “Stakeholder influence capacity and the variability of financial returns to corporate social 
responsibility.” Academy of Management Review, Vol. 32 (794-816). 

41 Pivato, S., Misani, N. and Tencati, A. 2008. “The impact of corporate social responsibility on consumer trust: the case 
of organic food. Business Ethics: A European Review, Vol. 17, 3-12. 

42 Orlitzy, M., Schmidt, F.L. and Rynes, S.L. 2003. “Corporate social and financial performance: a meta-analysis.” 
Organization Studies, Vol. 24, 403–441. 

43 Margolis, J.D. and Walsh, J.P. 2003. “Misery loves companies: social initiatives by business.” Administrative Science 
Quarterly, Vol. 48, 268–305. 



 

16 

 

BER Ad-Hoc Report: The case for Corporate Social Investment in 
South Africa 

June 2016 

negative relationship. There seem to be a variety of causal mechanisms responsible for this positive 

relationship, including enhanced reputations, reduced business risk, and to a lesser extent managerial 

learning and internal efficiencies44.  

 

In addition, the meta-studies suggest that CSP and CFP can be mutually reinforcing. Orlitzky et al. 

(2003)45 found that CFP was a positive predictor of future CSP, and that CSP also predicted CFP. In other 

words, the findings suggest that companies can develop mutually beneficial relations with stakeholder 

groups, which might reward companies relatively quickly. These positive economic effects might translate 

into more untapped resources available for future investments in CSP. Over time, these dynamics might 

constitute a virtuous cycle for socially responsible companies. This supports arguments around win-win 

outcomes through synergies. 

 

In the most comprehensive review of this research, Margolis et al (2009)46 conducted a meta-analysis of 

251 studies. The overall average effect of CSP on CFP was positive and statistically significant across all 

studies, but small on an absolute basis (0.133). The weighted average effect, which accounts for the size 

of each study, was slightly lower (0.105). CSP generally appeared to predict accounting-based measures 

slightly better than market-based measures. Across all of the studies, 59% reported a no relationship, 

28% a positive relationship, and 2% a negative relationship. Several sensitivity tests were conducted, 

including taking into account the “file drawer problem”, which is that statistically significant results are 

more likely to be published. They found that it would require over 121 times more null effects than the 

total pool of studies to make the results insignificant. The sensitivity analysis provides some confidence in 

these results. At the very least this evidence seemed to confirm that companies do not suffer 

financially for their CSI activities. 

 

Other sensitivity analyses were conducted to determine whether the relationship was stronger under 

certain conditions. Only revealed misdeeds appeared to have a larger impact on CFP. In other words, 

doing “bad” (if discovered) had a more pronounced effect on CFP than doing “good”. This confirmed 

previous findings that consumers were more sensitive to negative CSR information. Companies may suffer 

from reputational damage and be penalised heavily when they have done wrong, so it may make financial 

sense to minimise the likelihood of costly misdeeds. One example is Coca-Cola’s water contamination 

incident in India. In 2003 the Indian NGO, Centre for Science and Environment, provided evidence of the 

presence of high levels of pesticides in a sample of Coca-Cola beverages sold in India. The report gained 

plenty of public and media attention, resulting in almost immediate effects on Coca-Cola revenues. Indian 

sales decreased by 40% within two weeks after the release of the report. Annual sales declined by 15% in 

2003, compared to previous annual growth rates of 25-30%. Coca-Cola had to face protracted legal 

                                                
44 Orlitzky, M. 2008. “Corporate Social Performance and Financial Performance: A Research Synthesis.” The Oxford 
Handbook of CSR. 113–134. 

45 Orlitzy, M., Schmidt, F.L. and Rynes, S.L. 2003. “Corporate social and financial performance: a meta-analysis.” 
Organization Studies, Vol. 24, 403–441. 

46 Margolis, J.D., Elfenbein, H.A. & Walsh, J.P. 2009. “Does it Pay to Be Good...And Does it Matter? A Meta-Analysis of 
the Relationship between Corporate Social and Financial Performance.” Social Science Research Network. 1–68. 
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procedures and the brand suffered a loss of consumer trust and reputational damage in India and 

abroad47.  

 

CSI entails incurring costs and devoting resources to stakeholders other than shareholders, so there is 

little reason to assume a major direct impact on measures of financial performance. Perhaps a small but 

positive relationship is all that is to be expected between CSP and CFP. Indeed, a small impact may be all 

that is required. As there is no evidence of consistent or systematic damage to financial performance, 

companies can seemingly be given the discretion to engage in CSR activities.  

 

Moreover, the relationship between prior financial performance and subsequent philanthropic donations 

indicates that companies direct available resources toward at least one form of CSI. At some level, 

therefore, companies engage in CSP and are likely to continue to do so, regardless of the magnitude of the 

impact on CFP. There are good reasons for companies to engage in CSI independent of its financial effects. 

If nothing else, CSI provides the “license to operate” that society expects from companies, securing 

legitimacy that may be as important for ongoing operations as financial returns. The impact of CSI on its 

intended beneficiaries could just as well guide corporate efforts, yet very little is known about the impact 

of these social investments on their intended beneficiaries. The problem is that in many cases it is 

extremely difficult to quantify the impact of CSI. Indeed, many longer term benefits are not quantifiable, 

although there is probably a correlation between quantifiable and non-quantifiable benefits. 

 

The frequent bailouts of business demonstrate that government and taxpayers serve as the ultimate 

backstop to the market. In the same way, it may be appropriate and justified to expect companies to 

address social problems that threaten public welfare when the impact of government is inadequate. 

However, CSI can only be expected and prudent if it does not impair the functioning of companies and 

their capacity to deliver financial returns. The evidence that CSI does not harm financial returns, and may 

well have a positive impact, implies that companies should engage in CSR activities48. 

Legal obligations 

Apart from the business case for CSR, many countries now have legal regulations in place that oblige 

companies to engage in CSR activities. In South Africa, some companies have a legal obligation to engage 

in CSR activities related to corporate governance and issues of transformation. Many CSI projects in South 

Africa are the result of specific regulations and codes, including Broad-Based Black Economic 

Empowerment (B-BBEE) policies, the FTSE/JSE Responsible Investment Index (formerly the Socially 

Responsible Investment Index), the Companies Act and the revised King Report on Governance for South 

Africa (King III). In addition, there is government pressure for the support of local economic development 

                                                
47 Torres, C.A.C., Garcia-french, M., Hordijk, R., Nguyen, K. & Olup, L. 2012. “Four Case Studies on Corporate Social 
Responsibility: Do Conflicts Affect a Company’s Corporate Social Responsibility Policy?” Utrecht Law Review. 8(3):51–
73. 

48 Margolis, J.D., Elfenbein, H.A. & Walsh, J.P. 2009. “Does it Pay to Be Good...And Does it Matter? A Meta-Analysis of 
the Relationship between Corporate Social and Financial Performance.” Social Science Research Network. 1–68. 
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activities and industry-specific requirements such as Integrated Development Programmes (IDP’s), Social 

and Labour Plans (SLP’s), and the Mining Charter49. 

 

South African-based companies who want to apply for public tenders are required to comply with the B-

BBEE legislation50. This implies that many companies are legally compelled to engage in CSR initiatives. 

Currently, large companies are required to spend 1% of net profit after tax (NPAT) on CSI related to socio-

economic development (SED), in order to obtain points on the B-BBEE scorecard51. The aim of the 

legislation is to help to correct the persistent imbalances of the past. Government’s empowerment efforts 

have put pressure on companies to meet employment equity targets. In cases where this is difficult due to 

skills shortages, companies have been investing in skills development. Although these policies have been 

controversial and implementation has been problematic, transformation and economic empowerment are 

crucial for the development of the country. B-BBEE initiatives can be hugely positive for CSR activities, if 

handled correctly and if the main objective is to empower local communities or support previously 

disadvantaged groups52.  

 

A NOTE ON COMPLIANCE  by Lauren Henning: Public Affairs Director, The Nation Builder Trust 

“The issue of compliance to standards and scorecards as a motivation for CSI often comes under fire, with many arguing that a 

compliance-driven mentality is simply a box-ticking, window-dressing exercise with minimal amount of effort or forethought to 

accompanying it. 

However, compliance to best practice standards and codes such as the B-BBEE Scorecard is vitally important on many different 

levels, particularly as, and when, these form part of a broader national social and economic development plan.  

Whilst compliance to B-BBEE remains mostly voluntary (but necessary if one is to apply for government tenders and in the 

procurement realm), there is also the reality of growing expectations from consumers, clients, and civil society for this – as it 

becomes generally accepted as a standard business practice and responsibility. Businesses should therefore be encouraged in their 

efforts to do so, even though they are voluntary scorecards. 

Reassuringly, Trialogue reports that in 2014, most companies that have embraced CSI exceeded the 1% percent NPAT target 

required for the SED element of the B-BBEE Scorecard, spending an average of 1,4% of their NPAT.  

It’s also important to note that scorecard compliance can’t easily be avoided by companies that are subject to specific industry 

sector charters (or license-to-operate conditions) such as the big mining houses. According to Paul Pereira, a CSI industry advisor, 

“many of these mining houses have specifically ring-fenced their CSI as outside of operating-related Social & Labour Plans, 

precisely to safeguard this work, including when it’s run internally”. The financial services sector and the big mining houses 

                                                
49 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 

50 Trialogue. 2009. The CSI Handbook. 12th ed. Cape Town, South Africa. 

51 Rockey, N. 2012. “Corporate social investment: a business imperative or nicety?” Financial Mail. 

52 Fasset. 2012. “Corporate Social Responsibility: Course Handbook.” Goldengate Consulting. 
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constitute a significant part of formal CSI and they also strongly influence others to do the same.   

Compliance to our country’s various scorecards and standards is healthy and could pave the way for socio-economic development 

when it is undertaken not just because one can profit from it, or because one is compelled to do so, but because one acknowledges 

that it is a good investment in the future, in one’s business, and that it can do much good for our society.” 

 

Companies listed on the JSE are required to report on their economic, social and environmental activities. 

Specifically, the recommendations provided by the King Report on Corporate Governance (King III) have 

been made admission requirements for listed companies53. The King III report emphasises the so-called 

“triple-bottom-line”, which is an expanded baseline for measuring performance. The triple-bottom-line 

evaluates a company’s performance according to its economic, social, and environmental activities. Hence, 

the impact on society and the environment are added to the traditional financial standard. This promotes 

good social and environmental practices as part of good corporate governance, which is closely aligned 

with international corporate governance standards. The King III report specifically highlights companies’ 

responsibility to aid social transformation. The FTSE/JSE Responsible Investment Index that was launched 

in 2004 also allows socially responsible investors to invest in companies with good CSR records. It 

identifies companies listed on the JSE that integrate the principles of the triple-bottom-line and good 

governance into their business activities.  

 

These obligations have elevated CSI on the agenda in South Africa. This trend is mirrored internationally, 

where companies are increasingly being required by regulation to produce codes of ethics and to report on 

their social and environmental as well as financial performance. Some jurisdictions now legislate for the 

disclosure of social and environmental performance in financial statements. Indices for corporate 

responsibility, such as the FTSE4Good and the Dow Jones Sustainability World Index, allow investors to 

invest in companies with good CSR records.  

 

In South Africa, companies who wish to do business with government, as well as other sector-specific 

companies have a legal obligation to engage in CSR activities. These CSR activities should not become a 

compliance or box-ticking exercise, however, but should be implemented effectively to achieve the largest 

possible impact on society. While the economic responsibility (i.e. profitability) remains the cornerstone, 

South African companies also face the unique challenge of supporting social transformation and providing 

equal opportunity for all54. 

Ethical and philanthropic responsibilities and opportunities 

CSR is increasingly seen as a necessity for doing business in developing countries that lack the 

infrastructure and capacity to build social capital. The operational risks of operating in the developing 

countries are high. The environment is generally more fragile, communities are generally poorer, and 

labour issues are generally more volatile. These risks require effective CSI interventions. In high-impact 

                                                
53 Da Piedade, L. & Thomas, A. 2006. “The case for corporate social responsibility: An exploratory study.” SA Journal of 
Human Resource Management, Vol. 4(2), 65–74. 

54 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 
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sectors like the extractive industries, companies must engage directly with communities, at times without 

the presence of strong governance structures, and the onus rests on companies to avoid exploitation and 

address community grievances to gain a licence to operate. Investment in local communities is seen as a 

prerequisite to contributing to a sustainable, healthy and stable business environment, in which 

investments will be protected and deliver returns.  

 

In a developing country like South Africa, where the developmental challenges are significant, companies 

have a crucial role to play in securing an equitable environment in which to conduct business55. Indeed, 

one could argue that even in the absence of a clear business case or legal responsibility for CSR, 

companies in South Africa would still have an ethical responsibility to contribute to development through 

CSR programmes.  

 

Issues critical to economic development, stability and sustainability in the South African context include, 

poverty alleviation, job creation, addressing health issues such as HIV/AIDS, improving education, 

promoting environmental conservation, controlling industrial pollution, preventing resource depletion, 

addressing land redistribution, improving governance and government capacity to manage development, 

providing housing, and access to credit56. These issues present substantial developmental challenges. The 

number of South Africans living below the food poverty line57 peaked at 15.8 million in 2009, before 

decreasing to 10.2 million in 2011. The broad unemployment rate58 was around 32.5% in 2015, with 

youth unemployment particularly high. According to the World Bank, income inequality in South Africa was 

among the highest in the world, with a Gini coefficient of 63.4 in 2011. Although the incidence of HIV/AIDS 

stabilised from 12.2% in 2012 to 10.2% of the population in 2014, approximately 5.5 million people were 

living with HIV in 201459.  

 

Although these issues are not considered to be the traditional responsibility of the business sector, many 

companies have realised they have the resources, skills, influence or motivation to address these issues. 

There is an increasing recognition that governments cannot address social challenges alone. The burden is 

too large. Indeed, internationally, governments have started to recognise that without an increase in 

business sector engagement, sustainability goals cannot be reached60. Over time government has turned 

to business to help compensate for its diminishing capacity in numerous fields, including the fight against 

crime, inner city development, the fight against HIV/AIDS, and tourism promotion. Business in South 

                                                
55 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

56 Da Piedade, L. & Thomas, A. 2006. “The case for corporate social responsibility: An exploratory study.” SA Journal of 
Human Resource Management, Vol. 4(2), 65–74. 

57 The food poverty line is based on a minimum amount of money a household needs to purchase basic-needs food 
bundle and nothing more. 

58 The broad unemployment rate includes discouraged job-seekers, i.e. people who have not actively looked for work in 
the last 4 weeks. The narrow definition excludes discouraged job-seekers. 

59 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa. 

60 Hohnen, P. 2007. “Corporate Social Responsibility - An Implementation Guide for Business.” 
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Africa is becoming increasingly involved in the solution to the social problems of the country61. Addressing 

these issues is not the sole responsibility – or ability – of government or the private sector, but that of 

society at large. As such, while it remains a developmental challenge, it is also an opportunity for closer 

cooperation between government and business which, in turn, can increase trust between the various 

parties.  

 

Education is one of the development sectors where much more improvement is needed, despite one of the 

highest rates of state investment across the world. This points to an area of opportunity for CSI to make a 

real difference, particularly since education still receives the largest portion of CSI expenditure in South 

Africa. The Revised B-BBEE Codes also encourage training and skills development and education of the 

unemployed, which many companies currently do through their CSI programmes. Another example is 

Government’s efforts to combat the HIV epidemic. These policies have been subject to much criticism and 

the roll-out campaign has encountered many obstacles. Many companies responded by creating and 

implementing various CSI-driven HIV/AIDS initiatives, also in an effort to minimise the impacts on their 

organisations62. Again, even though the financial contribution of business to education might be much 

smaller than that of government, the interventions are often highly targeted. If greater coordination is 

achieved, both government and business might be able to join forces, align projects better or learn from 

each other before attempting to scale.   

 

It is not just the narrow business case or compliance that is important, but also the broader context. 

Companies have a large stake in preventing the collapse of the economic environment (as has occurred in 

neighbouring countries). By spending on CSR programmes, companies can help to create a stable and 

prosperous economic environment within which to operate. The idea is that a better society creates a 

better environment for business. The living conditions of communities in which companies operate can only 

improve if business grows sustainably, and business can only grow sustainably if the living conditions in 

communities improve. Thus, companies can only be sustainable if there is an improvement in the collective 

state of South Africa’s developmental outcomes63.  

 

Companies in South Africa have an ethical obligation, as well as an opportunity, to help with the 

considerable developmental challenges in the country, and in many cases have been doing so through 

effective CSI. A well-considered CSR programme can alleviate health and education problems, effectively 

contribute to infrastructure provision and access to services and assist government with leveraging and 

optimising limited resources. South African companies are defining what the responsibilities of business 

are in the country, given the social and economic issues that exist, and how these responsibilities can be 

balanced with traditional narrow corporate priorities. 

 

                                                
61 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

62 Louche, C., Idowu, S.O. & Filho, W.L. 2010. “Innovative CSR: From Risk Management to Value Creation.” Greenleaf 
Publishing. 

63 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 
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Case studies 

Thus far the report has discussed the case for CSI/CSR. Firstly, there is a strong business case for CSI and 

a well-targeted efficient CSR programme can have benefits for the company’s bottom line. Secondly, 

South African companies who wish to do public sector work, as well as companies that are subject to 

industry specific charters have a legal obligation for CSI in order to aid transformation. Thirdly, companies 

have an ethical obligation, as well as an opportunity, to help with the considerable developmental 

challenges in the country. Accordingly, over the last 15 years CSI in South Africa has increased 

significantly and a sizeable amount is spent annually. Given that there is a strong case for CSI and that 

expenditure is substantial, CSI spending should be efficient and effective, rather than just being 

implemented for the sake of compliance and, or tax benefits. Best practice principles may be followed to 

increase the impact of CSR spending. This section will highlight some broad success factors and principles 

that make for effective CSI spending, as well as a few examples to illustrate best practice cases. 

CSI in South Africa 

In the past, CSI may have been considered as peripheral to the core business activity. In some cases, CSR 

was handed to inexperienced staff with little understanding of the value of CSI to business and 

communities. CSI was also used as a tool to externalise the environmental and social liabilities of an 

organisation. For example, to counter the negative impacts of its mining activities, some companies would 

donate to charities to build schools and clinics, to show that they were “giving back”. CSI became the pet 

projects of individuals and received little or no strategic priority. Projects were generally quite narrowly 

focused, sometimes with little real long-term sustainable impact. Examples of such projects are the 

“school painting brigades”, soup kitchens and blanket drives. Although these projects are still 

praiseworthy, they seldom leave a lasting legacy or contribute to sustainable community development64. 

 

More recently, CSI has become a formal and recognised part of corporate South Africa, generating 

sustainable projects that make a real impact. In fact, in 2015, the mining sector65 accounted for the 

majority (more than 40%) of total CSI expenditure by corporates in South Africa66. In 2015, Trialogue 

asked both corporates and non-proft organisations (NPOs) to list three organisations that they felt are 

having the greatest impact – both samples agreed that Anglo America has the greatest developmental 

impact. Companies have become increasingly aware that social and environmental issues affect a 

multitude of areas in their business, and that CSI activities may increase their regulatory compliance and 

resource efficiency. Companies are looking more critically at the effects of their operations up and down 

the supply chain, as well as measuring and reporting on these impacts. Direct engagement with 

communities, partnerships, and rigorous project monitoring and evaluation have become important 

                                                
64 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 

65 65 It is probably true to say that the mining companies led the way with CSI in South Africa and were the first to 
formalise CSI as standard practice. 

66 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa.  
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components of CSR programmes. CSI is now part of a broader domain within the context of citizenship, 

empowerment, transformation and sustainability67.  

 

CSI contributions in South Africa have increased significantly over the last 15 years, reflecting 

international trends. According to Trialogue, the total estimated CSI expenditure in 2015 was R8.1 billion68 

(Trialogue’s estimates will be unpacked in more detail below).  Although CSR programmes in South Africa 

already make a large contribution to development and transformation, these contributions are still 

relatively small compared to what is required to reach the developmental goals of the country.  

 

Development is primarily the responsibility of Government, which spends over R600 billion per annum on 

education, health and social services. CSI can therefore only play a supportive role, aligning with 

government priorities and linking with broader initiatives69. In the past, some CSI activities have not had 

the greatest possible impact due to the multitude of challenges faced and the difficulties of integrating CSR 

programmes into core business activities. Naturally, certain projects may be more effective than others. 

For example, the construction of a classroom may have a larger impact on the welfare of the community 

than painting a classroom. Certain CSI programmes have been strategic and innovative and particularly 

effective, by applying the company’s expertise, becoming involved in strategic projects or leveraging other 

skills through good partnerships.  

Broad success factors 

This section will highlight broad success factors that are characteristic of effective strategic CSR 

programmes. This will be followed by a discussion of best practice principles for CSR activities.  

Strategic success factors 

The international literature has suggested a number of high-level strategies to implement successful CSR 

programmes that create strategic benefits for companies, as well as benefits for stakeholders. Burke and 

Logsdon (1996),70 for instance, identified 5 dimensions of corporate strategy that are critical for the 

success of strategic CSR programmes, namely centrality, specificity, proactivity, voluntarism and visibility.  

 

Centrality is a measure of the closeness of fit between a CSR activity and the company's mission and 

objectives. CSR programmes that are related closely to the company’s core competencies have much 

higher centrality than traditional broad-based corporate philanthropy programmes. For example, the 

pharmaceutical company Merck's investment in developing and distributing a drug for river blindness, is 

widely regarded as humanitarian as well as strategically astute. The 18 million victims of this disease have 

                                                
67 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

68 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa.  

69 Rockey, N. 2012. “Corporate social investment: a business imperative or nicety?” Financial Mail. 

70 Burke, L. & Logsdon, J.M. 1996. “How Corporate Social Responsibility Pays Off.” Long Range Planning. 29(4):495–
502.  
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clearly benefited, and Merck itself benefits from an enhanced reputation, especially with medical 

professionals and government regulators.  

 

Specificity refers to the company's ability to capture the benefits of a CSR activity, instead of simply 

creating collective goods which can be shared by others in the industry. An example is a company 

investing in a policy like cogeneration technology, which recaptures the heat discharged through 

smokestacks and converts it into energy that can be used as a substitute for electricity. In this case, the 

benefits are specific to the company in the form of reduced energy costs and the benefit spillover to the 

public is the aggregate energy conservation. 

 

Proactivity is the degree to which behaviour is planned in anticipation of emerging economic, technological, 

social or political trends. An example is a company that reduces pollution throughout the business, 

because it has anticipated that pollution-related costs will increase over the long term.  

 

Voluntarism is closely related and refers to the scope of discretionary decision-making by the company and 

the absence of externally imposed compliance requirements. An example is a company which exceeds 

minimum standards for quality or safety, such as an airline which exceeds inspection and maintenance 

requirements. In many cases additional compliance requirements are imposed only when such voluntary 

behaviour is inadequate.  

 

Visibility involves the company's ability to gain recognition from internal and external stakeholders. 

Reporting on CSI activities is an important element of visibility, but it can also refer to cases where 

positive visibility is necessary in the wake of negative events. Visibility may be particularly relevant with 

respect to the company's employees. Employee benefit programmes, such as comprehensive healthcare 

and training, are likely to be highly visible within the company. They may also produce economic benefits 

for the company by improving productivity, morale or loyalty, thereby making it easier to attract and 

retain the best employees.  

 

In order to identify strategic CSI projects, companies would do well to incorporate CSI planning and 

investment into its overall corporate planning functions. A starting point would be for these companies to 

begin by devoting time to investigating and understanding social issues and the local community or social 

landscape, followed by identifying the critical stakeholders and the CSI projects which will address the 

needs of these stakeholders. At the same time, companies should assess the opportunities offered by 

these CSI projects to achieve strategic objectives or to solve problems and threats facing the company 

(i.e. centrality). Companies should then assess the degree to which these projects offer benefits that can 

be enjoyed by the company (i.e. specificity). Next, companies should try to anticipate future changes in 

the environment and in the needs of its key stakeholders, which could be addressed through proactive CSI 

(i.e. proactivity). The minimum requirements should be determined, in order to identify the opportunities 

for voluntary activities (i.e. voluntarism). Companies should identify opportunities to create positive 

visibility with key internal or external stakeholders (i.e. visibility). By aligning the business interest with 

those of its stakeholders, both the company and the stakeholders stand to gain. Finally, the value or 
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potential value expected from various CSI projects should be measured and compared. It goes without 

saying that the projects should be implemented as effectively as possible to maximise the value to society.   

 

In their survey of large Canadian companies, Brady et al. (2004)71 identified a number of success factors 

for CSR. All the companies recognised that a vision and high-level commitment was necessary for 

implementing a successful CSR programme. This provides leadership for the process, ensures that the 

required resources are made available, and that any barriers (such as lack of skills) are addressed. Most 

companies mentioned that success depended to some extent on hiring people with the right skills, 

especially when these skills could not be easily taught. Many companies also operated internal training 

programmes aimed at increasing employee awareness and understanding of CSR policies and their 

relationship to core business practices. These often included presentations to emphasise the importance of 

CSR to the company’s objectives and ensure employee buy-in. Another success factor was strong 

stakeholder engagement. Companies acknowledged that there needs to be both formal and informal 

methods of communicating the CSR values to internal and external stakeholders. Other factors included 

assigning adequate internal resources, reporting, and developing a strong business case for CSR. The 

companies also noted a number of challenges for implementing CSR, including changing the corporate 

culture, developing performance measures, and ensuring continuity of CSR programmes.  

Best practice principles 

From the literature, a number of best practice principles can be gleaned. Rossouw (2015)72 argues that 

the most effective companies have moved from CSI activities that are an add-on and reactively responding 

to compliance issues, to integrating CSI into their strategies, policies and operational processes. 

Companies that excel at high impact CSI take the decision to align their CSR programme with the 

company’s values, business strategies and operational activities. CSI projects more often succeed when 

they are closely aligned with the core competency of the business. In this way companies are be able 

to leverage their knowledge, skills and competitive advantages to increase the success rate of CSR 

programmes. While documented proof is often hard to come by, the management boards of many non-

governmental care organisations such as a Hospice is often filled by such experts who do so on their own 

time and for no remuneration.73 In other words, it might make more sense for an accounting company to 

assist an old age home with financial management than with garden maintenance unless their specific 

requirement is maintenance. In such a case assisting with direct assistance might be of more use. 

 

According to Charmaine Smith from Infundo Consulting, it is beneficial to consider creating an integrated 

budget from multiple streams across the business, incorporating enterprise development, skills 

development, learning and development, recruitment and CSR budgets which strategically align with each 

                                                
71 Brady, K., Thomas, W. & Clipsham, J. 2004. “Corporate Social Responsibility: Lessons Learned.” Natural Resources 
Canada. 

72 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 

73 Stellenbosch Hospice currently has one BER economist as a board member and another BER economist was the 
deputy chair of Stellenbosch Hospice for several years from 2004. 
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other where feasible. This requires leadership to build this in at a strategic level and a collaborative 

approach across the business. We have found that designing projects with all these aspects in mind allows 

for effective fund investment and multiple returns on this investment. This concurrently improves 

collaborative and strategic skills; and breaks down silos across the business – serving the business 

directly. The impact of an integrated budget into a community is thus also exponentially increased. 

 

While there are many guidelines on CSR programmes, there is no “one size fits all” approach for successful 

CSI activities. Each company’s strategy will depend on factors like its industry, resources, complexity, core 

business and location. What works for one community does not necessarily work for another. Finding the 

right developmental models will depend on engaging with stakeholders and understanding their needs 

and expectations. According to Charmain Smith, co-creation of the activities with the various stakeholders, 

based on an increasingly overt disclosure of self-preservation and mutual benefit, is preferred over a 

desktop design of programmes. Both community and business benefit long term from understanding each 

other’s challenges and viewpoints in more detail since they are inextricably linked to each other for long 

term economic outcomes. Communities often know where investment is needed for maximum impact, 

thus saving money in the long term. This creates a growing sense of value-add from the community; 

thereby increasing the likelihood of community ownership rather than dependence. It is therefore vital to 

realise the value of the relationships required to do this and invest in the relationship building as a core 

component of programme delivery.  

 

CSI projects should be strategic, meaning that they deliver a combination of positive business and 

social outcomes. It should be aligned with compliance requirements and relevant regulations, and assist 

in building a more sustainable business. It should contribute positively to the company’s reputation, brand 

and image and create a competitive advantage for the company. There needs to be a shift from a short-

term, project-driven approach to long-term interventions seeking societal change.  

 

Best practice is to create capacity within the company. In many companies, CSI is an essential, 

integrated business leadership function. The South African Companies Act requires companies to have a 

Social and Ethics Board committee to oversee its CSI activities. CSI should become entrenched in key 

performance indicators and eventually the company culture. Companies therefore need to ensure that the 

right people with the right skills take responsibility for CSI planning and implementation. Companies may 

provide opportunities for employees to participate in CSI initiatives, for instance through volunteering. 

Employee volunteering schemes are popular, especially in cases where the relationships with community 

stakeholders are beneficial to the company, the employees and the local community members. Regional 

CSI projects may encourage employees to participate, as they are able to impact directly on their local 

communities. An example of this is Edcon’s well-establshed “Growing Hope” programme which encourages 

employees to volunteer to give of their time, skills, goods or funds. As Mercia Maserumule, the head of CSI 

and Transformation at Edcon, writes in Nation Builder’s Good Giving Guide for Business (2016)74 

“Employee volunteerism can develop and enhance social consciousness and a sense of social responsibility 

                                                
74 See page 91.  



 

27 

 

BER Ad-Hoc Report: The case for Corporate Social Investment in 
South Africa 

June 2016 

among employees, which in turn drives their willingness to get involved in social issues and community 

activities, while also helping create a positive brand image for the company and enhancing its social 

positioning and perception by customers, clients, business partners and by the communities in which it 

trades and operates”. 

In many cases it may be useful to build CSI partnerships, rather than re-inventing the wheel. Companies 

should consider identifying and engaging possible partners, as very few investors are able to address 

complex social issues on their own. In deciding who to partner with, it might be useful to consider whether 

the partnership offers the possibility of risk-sharing, the ability to leverage expertise, skills, or resources, 

the benefit of scalability and extended reach, and especially the enhanced likelihood of successful 

outcomes. Collaboration between non-profit organisations (NPOs), the private sector and the public sector 

is often the most effective. 

 

As with any other type of project, CSI projects require structure, good governance, and effective 

management practices. CSI projects should have clear business cases, project definitions, scope 

boundaries, deliverables, timelines, stakeholder engagement plans, roles and responsibilities, governance 

structures, benefit analysis, cost analysis and risk management. Best practice companies are very clear on 

the purpose of their CSI initiatives. In addition, successful projects should have measurable outcomes, and 

impacts need to be measured, monitored, assessed and reported on through the entire lifecycle of the 

project. Due to the fact that CSI initiatives are not generic, each intervention should be evaluated on an 

individual basis. Collaborators need to agree on specific, achievable common outcomes and realistic 

timeframes for these to be achieved. 

 

The outcomes and impact should be monitored and reported on over the long term. Many companies 

report their CSI initiatives separately, for instance in sustainability reports. In principle, good CSI reports 

are transparent and accurate. The reports should highlight positive and negative outcomes and address 

social, economic and environmental benefits. Leaders in the field also share lessons learned, insights 

obtained, success stories and project failures, as this will help others to invest more effectively. CSI 

therefore needs to have a demonstrable, positive developmental impact and it needs to be relevant to the 

business that provides the support. 

Challenges 

Although CSI expenditure is substantial, there remain many challenges to implement CSI effectively and 

efficiently. There is certainly evidence of ineffective spending. Many CSI programmes yield only marginal 

benefits from the considerable resources and effort that are devoted to them. There are many reasons for 

this.  

 

Rockey (2012)75 argues that the common denominator is superficiality, i.e. disparate initiatives that focus 

on inputs instead of outcomes. Development is complex and multifaceted and quick-fix solutions with 
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inadequate levels of investment are often ineffective. For example, for mining companies, healthy 

industrial relations and wage negotiations are critical to business continuity. The consequences of the 

breakdown in these relations, as demonstrated by events in Marikana, can be severe. The quality of living 

standards surrounding mines is another important issue. Slum-like conditions, without access to 

sanitation, prevail in spite of the honourable principles advocated by the Mining Charter and substantial 

CSI spending by mining companies. In part, the lack of visible impact is due to the piecemeal approach 

that mines adopt in their efforts to have plans approved. Projects are agreed and delivered, supposedly in 

partnership with the Integrated Development Plans of municipalities. However, after investments are 

made, clinics are often poorly planned or inadequately staffed, schools are not maintained or run properly, 

and there is a lack of accountability. Stronger partnerships with government and a focus on the end goals 

rather than on individual projects would yield more sustainable outcomes.  

 

In the Muthobi Foundation and the National Builder Trusts’ Good Giving Guide for Individuals (2015), 

Henning argues “It is important to bear in mind that the extent of the need in South Africa can be 

overwhelming and the need for support will almost always exceed available funding. Given the current 

socio-economic landscape, it is of vital importance to make strategic CSI giving choices with a long term 

approach in mind. In addition, the potential impact of CSI can be rendered ineffective without a specific 

focus or strategically thought out mandate. Trying to be all things to all people often results in the impact 

and influence of one’s giving becoming so thinly spread and diluted that there is little or no tangible result 

to measure. That’s why focus is crucial: to have a holistic strategy aimed at tackling a clearly defined 

social or developmental concern. This is where businesses can add much value in collaboration and 

consultation: to share knowledge and learn from each other.” 

 

Many CSI projects have suffered from a lack of collaboration between stakeholders to determine 

development priorities. A lack of sufficient involvement, support, and buy-in from local communities and 

local government has resulted in projects with low relevance to local stakeholders. Companies should also 

be careful when outsourcing CSI projects. While many NGOs and development organisations are well-

equipped to implement and manage CSR programmes, these programmes face severe challenges if the 

donor companies do not have a good understanding of the development context and the criteria for 

success. In the past there has been a misalignment of priorities, uncoordinated donor practices, delays in 

disbursements, lack of standard performance metrics and diagnostic tools, uncertainty about roles and 

responsibilities, differences in expectations in outcomes and a lack of knowledge about development 

issues. 

 

Regulations in South Africa should be careful to direct CSI funds only to a specific group. If a company can 

make an optimal impact by investing in education or health, it should not be discouraged by overly 

prescriptive regulations. It is clear that CSI activities should not only be undertaken as a compliance 

exercise. Forcing companies into unfamiliar developmental areas will engrain CSI as a compliance 

exercise, increase the costs of verification, and lead to fragmented programmes. Companies should be 

able to respond flexibly and align CSR programmes with their core competencies. For instance, a company 

with a dominant presence within a small community will benefit from supporting that community through 

holistic interventions. A national company with expertise in ICT, for example, may do better by utilising its 
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technology platform for social good. Yet there is no directive or accessible mechanism for companies to 

utilise their core competence in establishing developmental partnerships with government. This may lead 

to uncoordinated spending into a vast array of disparate initiatives76. 

 

There has often been a failure to measure and communicate the results of CSR programmes. Few CSI 

activities are measured to the same standards that companies apply to their other investments. Often this 

is because it is very difficult to quantify the impact of these initiatives. There is also no obligation for 

business to report on the effectiveness or sustainability of their activities. In some cases, it is due to the 

low priority given to these projects by senior management, especially if there is no strong business case 

for the project. Common shortcomings include a lack of data on outcomes (e.g. social impact studies) and 

a lack of well-defined and well-researched theories of development. Most companies have some form of 

monitoring and evaluation in place, but the focus is often on monitoring only. In other words, companies 

focus on the value of expenditure (inputs) or the number of outputs (number of beneficiaries) rather than 

the actual quality of the outcomes of the project. Few companies actually measure the direct return on 

investment that CSI contributes to the business. This has become an important aspect, as the concept of 

shared value is being accepted as best practice in the industry77.  

 

In the Good Giving Guide for Business78, Paschal argues that “Understanding and embracing a bigger 

picture of change in a complex and rapidly changing environment can be daunting, leaving businesses 

questioning the time and capacity it may require to leverage their resources for social good.”  

 

It is for this reason that movements such as Nation Builder have been established, and fortunately there 

are many dedicated experts such as Trialogue/NationBuilder  that are committed to assisting business with 

guidance on what best practice looks like, what to avoid and how to implement CSI effectively once the 

decision has been made.  

Measurement, monitoring, evaluation and reporting 

Some projects are clearly more successful than others. The effectiveness of CSI programmes can only be 

evaluated by measuring the impact of CSI projects on the company and on beneficiary communities. 

Indeed, it is crucial to measure outcomes, not only in terms of spending, but in terms of the actual impact 

of projects. These outcomes should then be evaluated against an agreed benchmark and monitored over 

the long term. Ongoing monitoring of outcomes is the only way in which companies will know whether 

they are making progress. Through monitoring and evaluation, companies can gain an understanding of 

the efficacy of their interventions. In order to know if CSI strategies are succeeding, quantitative 

assessment is critical. The results of this exercise should then be reported clearly to the relevant 

stakeholders. 

                                                
76 Rockey, N. 2012. “Corporate social investment: a business imperative or nicety?” Financial Mail. 

77 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 

78 Muthobi Foundation and Nation Builder Trust. 2016. Good Giving Guide for Business, p31. 
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In the past, the business value of CSI was not rigorously quantified. The lack of measurement prevented 

companies from comparing and benchmarking investments, making it difficult to prioritise the most 

effective investments. Companies also missed the benefit of communicating the impact of CSI to their 

stakeholders. The lack of hard data on the positive returns on CSI investments made it difficult for 

companies to justify CSI budgets, which compete with other corporate priorities. This left CSI initiatives 

outside the core project and operational planning processes.  

 

However, Akhil Singh and Sarah Ball, Senior Advisors for Climate Change and Sustainability at KPMG 

argues that “In light of the increasing strategic intent being applied to decisions around CSI, and the 

obvious belief in the ability of CSI to have a positive impact on the company in question and relevant 

beneficiaries, the ability to measure, understand and effectively communicate this message has become 

increasingly important.” They go on to say that “In the past, CSI budgets were allocated and essentially 

written off as expenditure with intangible returns. In the tough economic conditions that corporates now 

operate in, it is of important to fully understand the value generated from CSI. This is important not just 

from the perspective of maintaining a social licence to operate, but to also provide a strong business case 

for CSI79.”  

 

According to Trialogue (2015)80, there is a positive trend among South African companies to better 

measure and monitor the impact and outcomes of their CSR projects (or at least more frequent 

measurement of outcomes). More than half (53%) of Trialogue’s sample claimed to track impacts. The 

proportion of NPO respondents measuring outputs, for example, nearly doubled from 49% in 2014 to 90% 

in 2015. Companies are using this data in a number of ways. Nearly all corporate respondents (93%) were 

reporting findings to their boards, and two-thirds (66%) were reporting to other stakeholders. The 

information was also informing project design (72%) and strategy formulation (66%) among corporate 

respondents. However, Trialogue contends that these rates are likely to be overstated, particularly for 

outcomes and impacts, which require relatively robust data collection and significant commitments to 

capture results over time. For instance, it was surprising that among the corporates making more than 

100 grants, 45% claimed to measure outcomes for all grants. Doing so would probably prove to be 

prohibitively costly in terms of time and resources. 

 

Internationally there has been a strong trend towards improved CSR reporting. A study by KPMG on the 

100 largest companies in 34 countries showed an increase in CSI reporting from 12% to 64% between 

1993 and 2011. There is a growing demand for companies to articulate what results they aim to achieve 

from their CSI and to track whether those proposed objectives are actually being met. That is why 

companies now often allocate the responsibility to coordinate CSI activities to a dedicated department that 

                                                
79 Muthobi Foundation and Nation Builder Trust. 2016. Good Giving Guide for Business.  

80 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa. 
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is able to provide the necessary focus, guidance and facilitation. CSI is now more actively integrated into 

decision-making, management and operations as an important aspect of sustainability strategies81.  

 

CSR reporting in South Africa still has room for improvement. In 2014, Trialogue assessed 72 South African 

companies that were listed on the JSE’s 2013 Socially Responsible Investment Index. Based on their latest 

reporting on CSI, none of the companies in the sample were rated as “excellent” for the overall quality of 

their reporting, and only 12 companies (17%) achieved a “good” rating. Companies found it difficult to meet 

reporting requirements within the limited space allocated to CSI in their annual reports. This is compounded 

by the move to integrated reporting which requires greater brevity and a focus on issues material to the 

business. An understanding of the business rationale for CSI is therefore crucial. The assessment further 

showed that only 39% of companies reported on impact assessments. They acknowledged that it is difficult 

and expensive to measure and report on the impacts of CSI projects and that their budgets often did not 

allow for this. As a result, many companies rely on anecdotal evidence of the impact that their CSI projects 

is having. However, despite these challenges, there is a growing interest in understanding and demonstrating 

the impact of CSI activities. 

Social and business benefits are often long-term or intangible, which make systematic measurement 

complex. Yet, there is increasing pressure to show that CSI is as strategic, cost-effective and value-

enhancing as possible. Many impact assessment tools, services and models such as the Social Return on 

Investment (SROI), have been developed to measure the impact of a company’s CSR programmes. Methods 

such as SROI, often employed by KPMG and other CSI or sustainability consultancies, aim to measure extra-

financial value (i.e., environmental and social value not currently reflected in conventional financial 

accounts) relative to resources invested. It can be used by any entity to evaluate impact on stakeholders, 

identify ways to improve performance, and enhance the performance of investments. 

One such resource that is free and available to all South African businesses is an online self-assessment, 

namely the “Good Giving Benchmarking Tool”, developed by the Nation Builder Trust (available online at 

www.proudnationbuilder.co.za/BMT) This is a very useful reference and measurement tool, developed 

in collaboration with some of South Africa’s top CSI practitioners and advisors, that can be used as a starting 

point for companies to know how they are faring in terms of best practice standards in their CSI planning, 

programmes and implementation.  

Some of the categories evaluated in this Good Giving Benchmarking Tool are: definition of one’s social 

purpose, management support and buy in, resourcing and sustainability, processes and procedures, effective 

implementation, employee involvement, strategic alignment of CSI within one’s business model, 

incorporation, collaboration with others, and an improvement in stakeholder relationships,  

                                                
81 Rossouw, R. 2015. “Best Practice in Corporate Social Investment (CSI) – Community Investment and Development 
Management.” 
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32 

 

BER Ad-Hoc Report: The case for Corporate Social Investment in 
South Africa 

June 2016 

The objective being that by understanding how one measures against best practice standards and the 

performance of others in the same industry or company size, along with being equipped with knowledge and 

resources, one is able to maximise the impact and results of their CSI initiatives. 

Trialogue (2015)82 suggested several effective strategies related to measurement and reporting. Providing 

details on the business rationale helps to show management how CSI will benefit the business and the 

community, as well as how CSI will achieve government objectives. Reporting can be used as a tool for 

informing future initiatives and provides an opportunity to refine and communicate the direction and focus 

of the project. Good reporting is critical to giving CSI a place of importance in the business. If reporting is 

not robust or strategic, the CSI function may be seen as peripheral to the core business. Transparent 

reporting is also important. Companies may also not be willing to report on findings which are not positive. 

CSI practitioners are encouraged to share challenges and lessons learnt. Less commitment to the project 

naturally limits the scope for detailed reporting. Much of the in-depth reporting is now happening online and 

stakeholders need to be directed to these detailed reports and printed reports. Social media is also becoming 

a popular communication channel for CSI. 

Case Studies 

While companies in South Africa are already making a positive impact, more can be achieved by strategic 

and effective spending. This section highlights a few specific examples of CSI projects in South Africa in 

order to illustrate best practice principles in action.  

 

As mentioned above, successful projects often align their skills development interventions to their business 

objectives. For instance, skills development for unemployed people, aligned with the human resource 

requirements of the company, can serve to create a future pipeline of employees with skills in specific 

sectors. These interventions can address community issues as well as create value for the company. One 

example is Virgin Active’s Future Crew Programme, which initially donated gym equipment to schools, and 

now also trains learners and members of underdeveloped communities to become accredited coaches and 

trainers. Once qualified, workers are either employed by schools or absorbed into the business. In terms of 

enterprise development, community members can train to become qualified dance instructors, and start 

their own income-generating studio. Another example is Discovery’s programme to train healthcare 

workers, which is expected to create 40,000 new jobs by the end of this year. Discovery has partnered 

with the Umthombo Youth Development Foundation, to support youth from rural areas to pursue a 

healthcare qualification. This programme is closely related to their core competency, while at the same 

time alleviating the shortage of healthcare workers and the unemployment problem in the country.  

 

An example of successful strategic CSI is the Singita School of Cooking, which won the Trialogue Strategic 

CSI Award in 2015. This award focusses specifically on strategic CSI projects, which are aligned with the 

company’s core business interests, as opposed to projects that are more developmental or reputational in 

nature. A number of criteria are used to judge the applications. The objectives need to be practical and 

                                                
82 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa. 
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realistic, i.e. Specific, Measurable, Achievable, Relevant and Time-bound (SMART). Measurement of 

outcomes is crucial, including breakdowns by type of beneficiary and cost per beneficiary. There should be 

evidence of positive outcomes over the longer term (3 years or more), such as before and after results, or 

results at the conclusion of the programme (e.g. relative improvement or efficiency versus alternative 

interventions). Internal and external communications, reputation index scores, awards, and B-BBEE points 

are also taken into account. Competitive advantage is measured in company performance, cost reduction 

or revenue increases. Business stakeholders need to benefit beyond reputational gains, especially in terms 

of profitability, such as the growth, engagement, support or development of employees, customers, 

suppliers, community and government.  

 

The Singita School of Cooking in the Kruger National Park, a partnership between Singita private lodge and 

the Singita Community Development Trust, met all of these criteria of strategic CSI. Rural communities in 

South Africa often lack educational and employment opportunities, while companies that operate in these 

areas face the challenge of attracting and retaining talent. The convergence of these needs has resulted in 

the culinary training and job-creation project. Forty-five learners have graduated since the inception in 

2007. The project developed scarce skills and created work opportunities for unskilled, unemployed youth 

from neighbouring, economically underdeveloped areas. It fulfils Singita’s desire to source qualified staff 

from nearby communities. It also generates a competitive advantage for Singita by having the first pick of 

the top achievers in the class, and reducing staff recruitment and turnover costs. Moreover, the project 

has generated positive reputational gains, inspiring strong customer relationships, repeat visits and 

marketing. It is therefore an example of a win-win synergistic value creation, where Singita realises 

competitive advantages, while the local community is uplifted. The project benefits from partnerships, as 

the project is jointly funded, and the South African Government contributes through scholarship support. 

The success of the project demonstrates that smaller projects can be very beneficial, both for the company 

and the community. The project also seems to be scalable and is being implemented in Tanzania at the 

Singita Grumeti Reserve. 

 

SABMiller and MTN provide two examples of good measurement and reporting. SABMiller is required to 

conduct CSI reporting in order to renew its licence every year. It uses a sustainability assessment matrix as 

an internal tool to produce reports on the performance related to 10 sustainable development priorities. SAB 

also reports on employee volunteering and in doing so converts employee hours to rand value. The MTN SA 

Foundation, MTN SA’s CSI vehicle, reports on its internal and external strategic direction and objectives, 

measured project outcomes, an understanding of its stakeholders and of the social and economic value of 

CSI, and stakeholder value creation. MTN is required to report similarly on their CSI activities in other 

countries. 

The Tiger Brands Foundation’s in-school feeding programme is an example of a successful public-private 

partnership. The aim is to supplement Government’s school feeding programme. By connecting with an 

existing government nutritional programme – the National School Nutrition Programme implemented by 

the Department of Basic Education – the Tiger Brands Foundation’s breakfast feeding programme 

demonstrates good potential for scalability. The Banking Association of South Africa’s (BASA) Teach 

Children to Save initiative is an example of a successful programme that encourages volunteering. The 
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project is a financial literacy programme, where professionals deliver savings lessons to learners in grades 

4 to 783. 

 

Aletter et al. (2010)84 highlighted 31 examples of best practice in South Africa, including the Arabella 

Community Trust. The project aims to uplift the communities in the Overstrand area surrounding Arabella, 

where 52% of residents have no regular income, as well as conserving the area’s natural heritage, to 

ensure the long-term sustainability of regional tourism. The Arabella Community Trust is funded by 

charging $1 extra to guests staying at The Arabella Western Cape Hotel and Spa. The Trust has a number 

of initiatives in place. It sponsors 80 bursaries per annum for Overstrand residents to attend tertiary 

courses in hospitality, tourism or business at the Overberg Learning Academy. It also has CSI activities 

focussing on the plight of children living in and around the City of Cape Town. The main vehicles for their 

CSI are the Hope Foundation, which facilitates the treatment of children living with HIV/AIDS, and the SOS 

Children’s Village, which cares for orphans. 

 

Arabella also invests in the development of local enterprises, as part of their B-BBEE strategy, including 

local arts and crafts, staff transport services, the staff canteen, and tailoring and seamstress services to 

the hotel and guests. The objective is to provide assistance to entrepreneurs and small enterprises in the 

form of equipment, expertise and other resources, to establish and maintain sustainable businesses. The 

sustainability of the business is therefore the main criteria for selecting a beneficiary. These enterprises 

are service providers or suppliers of the Hotel, which helps to ensure sustainability and maintain a 

measure of control. Arabella also sponsors an organisation responsible for the clearing of alien vegetation 

from the area, which combines social and environmental policies. 

 

Louche et al. (2010)85 highlighted common themes to the successful CSR programmes of Anglo American 

and Standard Chartered, involving the provision of education and healthcare in developing countries where 

they operate. Firstly, they are focussed on an important problem that is shared by the business and the 

targeted stakeholder group. Secondly, the solutions often work through the development of a symbiotic 

relationship between the company and the stakeholder group, where delivery of mutual benefits to both 

parties creates a long term, self-reinforcing relationship. Both perceive the health and education of the 

local communities around their operations as very important to their ability to operate efficiently in these 

countries.  

 

Endemic health problems often reduce the work output from local staff, while the long term debilitating 

effects of HIV/AIDS on family members contribute to increased time off and serious worries about future 

prospects for those affected. South Africa and the other developing countries where they operate have a 

                                                
83 Trialogue. 2015. The Trialogue 2015 CSI Handbook. 18th ed. Cape Town, South Africa. 

84 Aletter, F., Von der Burg, K., Zanell, I., Molewa, B.E., Westerwelle, D.G., Niebel, D., Boddenberrg, M. & Conze, P. 
2010. “Corporate social responsibility in South Africa as practiced by South African and German Companies.” Southern 
African - German Chamber of Commerce and Industry. 

85 Louche, C., Idowu, S.O. & Filho, W.L. 2010. “Innovative CSR: From Risk Management to Value Creation.” Greenleaf 
Publishing. 
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high incidence of these health problems. Thus far, many national governments have not been able to 

afford or manage the mass healthcare programmes that are required. The productivity and wider economic 

benefits of improving population health are significant. This represents a challenge to these companies to 

introduce health programmes to combat these diseases, while controlling costs to ensure some corporate 

value is created. Improved education provides social benefits and provides the companies with a better 

educated community from which to select employees. Developing training opportunities also improves 

educational standards. Overall, the communities benefit from health and educational programmes through 

local economic development from increased direct and induced employment. For the company, improved 

health and education combine to make local operations more productive and to reduce the dependence on 

imported staff from outside the local community. This reduces operating costs and develops a loyal 

relationship with the community where the company is a local employer. 

 

Economic Impact Analysis: CSI in South Africa  

EIA defined 

The ultimate aim of an economy-wide impact analysis is to estimate the benefit of an exogenous change 

on the economy as a whole. Exogenous changes can include policy changes or any other external shocks 

such as big investment projects, infrastructure developments or price increases.  

But why are we specifically concerned with the economy-wide impact of an event? The economy is an inter-

connected system where no single sector can exist on its own; each sector is dependent on other sectors, 

either as a consumer of its outputs and/or as a supplier of its inputs. Therefore, the results of an economy-

wide impact analysis are fundamental to the understanding of the interactions and dependence between the 

different players in the economy. The insights gained can provide an important perspective on the 

functioning of an economy and can be used as a powerful tool to support a business case or inform the 

decision-making process. 

An EIA estimates the effects of an exogenous change by way of multiplier analysis. The name, economic 

multiplier, is derived from the multiplicative effect of a specific event or industry on an economy. Linkages 

between different sectors are what make an economy a system. The stronger the linkages, the larger the 

multiplier effects will be. Backward linkages account for the increased demand for additional inputs used by 

producers to supply more goods and services, while forward linkages measure the increased supply of goods 

and services to upstream industries. For example, due to its backward linkages, an investment in an 

agricultural initiative could result in an increase in the demand for seeds and fertilizer and employment of 

more workers. The suppliers of seeds and fertilizer will, in turn, also need more inputs from their suppliers 

(and so on down the supply chain). In terms of forward linkages, an increase in agricultural production will 

provide more goods to the food processing sector, which, in turn, provide more goods for the restaurant and 

catering industry. It is clear to see that a sector-focused analysis will ignore all these effects.   
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Methodology  

Various methods, including input-output analysis, supply-use table (SUT) and social accounting matrix 

(SAM) analysis can be used to measure the potential impacts of an event or industry on the economy as a 

whole86. For the analysis presented in this paper, a comprehensive SAM-based analysis was used.  

A SAM represents the circular flow of goods and services between different economic agents – for every 

income, there is a corresponding expenditure. The SAM is a square matrix in which each sector is 

represented by both a column and a row. The columns show the inputs required from the other sectors to 

produce its output. The rows show how a sector’s product is distributed to the other sectors in the 

economy. A SAM typically has four economic agents, namely 1) production activities, 2) factors of 

production (labour and capital), 3) institutions (households, entities, government) and 4) the rest of the 

world. Producers of goods and services buy intermediary inputs from commodity markets and buy labour 

and capital from factor markets. Locally produced goods and services are supplemented with imports and 

then sold to households, enterprises and government. Additional inter-industry transfers such as taxes, 

subsidies, savings and grants are also included in order to balance the circular flows.  

This EIA is based on a comprehensive 201287 SAM-based economic model of the South African economy. 

These models are developed and maintained by Quantec Research. The calculation of the various 

multipliers was conducted by the BER.  

The SAM distinguishes between 50 industries and commodities in the South African economy. South 

African SAMs are constructed according to Statistics South Africa’s (StatsSA) Standard Industrial 

Classification (SIC) codes. The labour income component is broken down into various skills levels (highly 

skilled, skilled, semi- and unskilled and informal). Household income is classified into 14 income groups, 

ranging from high to low income households.  

Every SAM-based analysis begins with an injection of ‘new money’ into the economy – the so-called initial 

impact. The SAM uses the initial injection, together with matrices of inter-industry technical coefficients 

and multipliers in order to estimate the total impact of the investment on all the other sectors of the 

economy. Trialogue provided the BER with annual estimates of CSI in South Africa for the time period from 

2000 to 201588. In addition to the annual estimates, they also shared the distributions of CSI expenditure 

by development sector, i.e. education, health, social and community development etc89. For the purpose of 

the EIA, Trialogue’s 2015 estimates by development sector were used to stimulate the economy. 

                                                
86 For the purpose of this paper, the technicalities will be excluded, but to read more on this please refer to Miller, R. 
and Blair, P. 2009. Input-output analysis: Foundations and extensions. Cambridge University Press, Second Edition. 

87 Unfortunately, this is the most recent SAM that is available for the South African economy and the study is therefore 
based on the broad assumption that the structure of the South African economy has remained the same since 2012.  

88 Time series data was provided in nominal terms, the data was adjusted for inflation using the consumer price index.  

89 Please note that the BER used the proportions per development sector to calculate the values in absolute terms. For 
some years the proportions do not add up to a 100% (largely due to rounding errors), the BER consequently created an 
“other” category.  
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Trialogue’s development sectors were categorised according to StatsSA’s SIC codes which allowed the BER 

to ‘shock’ the relevant sectors in the SAM model.  

Due to the linkages between the different sectors in the economy, an event can have direct, indirect and 

induced effects: 

- Direct impacts relate to the sectors that are directly affected by the event. So-called “first round” 

suppliers would receive expenditures and revenues as a direct consequence of, for example, an 

investment in the health care sector.  

- Indirect impacts result from the “first round” suppliers of the affected industries, purchasing 

goods and services and hiring additional workers to meet increased demand. 

- Induced multipliers measure impacts that result from a change in spending on goods and 

services, due to a change in incomes of employers in the directly and indirectly affected 

sectors/industries. 

In general, EIAs prove the importance of a project or intervention by using standard measures of 

economic activity such as output, GDP, number of jobs created and labour income. For example, the 

output multiplier for a specific sector can be defined as the value of production in all sectors of an 

economy that is required to satisfy a one unit increase in the final demand for that sector’s output. The 

same example can be applied to GDP, employment and labour income multipliers. 

CSI in South Africa – trends over time 

According to Trialogue, total estimated CSI expenditure by the South African private sector amounted to 

R8.1 billion in 201590. This is the first year since Trialogue started tracking CSI expenditure in 1998 that 

there was an annual decline in both nominal and real91 terms (see Figure 2). In 2015, Trialogue’s estimate 

of CSI expenditure registered a 1% decline in nominal growth and a 5.6% decline in real growth92. Despite 

the decline, the total estimated CSI expenditure in 2015 was still a sizeable investment with far-reaching 

impacts on the South African economy (as will be demonstrated in the next section).  

                                                
90 Trialogue’s primary research sample consists of 81 companies, while the estimated overall CSI expenditure in 2015 
was extrapolated from a bigger sample of companies, using publicly available data. Please refer to the Trialogue 2015 
CSI handbook for more information on the methodology. The BER did not attempt to verify the amount and it was 
accepted at face value.   

91 Adjusted for inflation using 2000 as base year.  

92 According to Trialogue’s corporate primary research sample, “decreasing profits” were the biggest reason for declining 
CSI budgets.  
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Figure 2: Nominal versus real CSI expenditure over time: 2000 - 2016 

 

Source: Trialogue  

The mining, retail and financial services sectors together accounted for the majority (just over 70%) of 

CSI expenditure. Direct project expenditure93 continued to receive the bulk of corporate funding (87%). 

The recent trend of increased non-cash (product and service) donations reversed in 2015, accounting for 

10% of total expenditure. The majority of companies had formal employee volunteering programmes, 

although this proportion declined to 70%. The Trialogue sample reported giving more than the target of 

1% of net profit after tax94, with expenditure averaging 1.7%. In terms of the geographic distribution of 

CSI funding, the largest proportion went towards national causes (34% of total CSI expenditure), followed 

by expenditure on projects in Gauteng (24%).  

In 2015, education received by far the largest share of corporate support (92%), as well as corporate 

expenditure (47%). As shown in Figure 3, other important sectors were social and community 

development and healthcare (especially HIV/AIDS), which received 17% and 12% of CSI expenditure 

respectively. The top three categories made up almost 80% of total CSI expenditure which implies that the 

focus of CSR in South Africa is primarily on social and economic issues. This seems to reflect international 

trends for developing countries. According to the 2002 Environics International’s survey that was 

conducted in 25 countries, respondents in developing countries believed that corporations could make their 

greatest contribution to society in the area of reducing poverty and homelessness and improving 

education. This was in contrast to the respondents in developed countries, who leaned towards 

environmental protection policies95.  

 

                                                
93 Direct project expenditure refers to expenditure that is going directly to the projects that were supported by 
corporates; as opposed to expenditure on CSI staff cost or CSI marketing and communication costs. 

94 As mentioned earlier, one of the requirements of the B-BBEE Scorecard is for large companies to spend 1% of net 
profit after tax on socio-economic development.  

95 Da Piedade, L. & Thomas, A. 2006. “The case for corporate social responsibility: An exploratory study.” SA Journal of 
Human Resource Management, Vol. 4(2), 65–74. 
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Figure 3: CSI by development sector: 2015 

 

Source: Trialogue 

 

Figure 4 shows CSI expenditure by the most popular development sectors over time96. Trialogue’s 

research into CSI patterns in South Africa reveals that only minor changes occurred in the composition of 

CSI spending over the past 16 years. Since 2000, education has been the development sector that 

benefitted the most from corporate funding. Despite some fluctuations over time (contributions ranged 

between 31% and 49% of total CSI expenditure), education always remained the best supported 

category97. The categories that are not shown in Figure 4 (arts and culture, sports development, safety 

and security, housing and living conditions, non-sector specific donations and grants and disaster relief98) 

received in total between 7% and 16% of overall CSI spend throughout the period under consideration.   

 

                                                
96 With the exception of 2001, 2003 and 2005, education, health, social and community development, enterprise 
development, food security and agriculture and environment were the top 6 recipients of corporate funding throughout 
the period under review.  

97 Please note that up to 2009 there were separate categories for training and education, from 2010 onwards Trialogue 
merged these two categories into a combined education category. For the purpose of this exercise, it was decided to 
also merge the data from 2000 to 2009.  

98 Disaster relief was included as a separate development sector in 2015 and relates to support for humanitarian crises 
such as droughts, floods, Ebola etc.  
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Figure 4: CSI expenditure by development sector: 2000 – 201599  

 

Source: Trialogue 

Potential impacts of efficient CSI on SA economy 

Under the assumption that the R8.1 billion was spent efficiently in 2015, the EIA yielded the results that 

are shown in Table 1. Please note that the results should be interpreted as the potential impacts 

(rather than actual impacts) that efficient CSI spending might have on the South African 

economy.  

The BER is not sufficiently qualified to comment on whether particular CSI is good/efficient or 

bad/inefficient. Consequently, the following calculations are based on the assumption that the spending is 

at least as efficient as the broader domestic economy. While this is a contestable assumption, it does 

allow for the conclusion that should existing CSI be spent efficiently, it will yield at least the economic 

impacts modelled in this report. In other words, if corporate SA, through whatever means, is able to spend 

their existing CSI contributions efficiently, they will be playing their part in achieving these results.  

                                                
99 Up until 2002, Trialogue reported on a separate category for welfare, after 2003 welfare was incorporated within the 
social and community development category. For the purpose of this analysis, it was decided to also combine these two 
categories for 2000 to 2002. Trialogue also reported had a separate category for job creation up until 2006, whereafter 
it was incorporated in the enterprise development category. It was decided to also merge these two categories for 2000 
to 2006. 

0%

10%

20%

30%

40%

50%

60%

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

% of CSI expenditure

Educ. Social & comm. development
Health Enterprise development
Food security & agric. Environment



 

41 

 

BER Ad-Hoc Report: The case for Corporate Social Investment in 
South Africa 

June 2016 

Table 1: The potential impact of efficient CSI on the South African economy 

CSI expenditure  8 100 000 000.00     
Output Direct & Indirect 13 031 857 124.38     
 Induced 12 601 119 858.31     
 Economy-wide 25 632 976 982.69     
GDP Direct & Indirect 6 949 671 928.52     
 Induced 5 507 820 288.35     
 Economy-wide 12 457 492 216.87     
Labour 
remuneration Direct & Indirect 5 246 429 251.28     

 Induced 2 423 787 424.50     
 Economy-wide 7 670 216 675.78     

Employment  Total Highly 
skilled Skilled Semi- & 

unskilled Informal 

 Direct & Indirect 33 384 8 650 12 695 8 752 3 288 
 Induced 28 911 2 833 8 865 9 198 8 015 
 Economy-wide 62 295 11 482 21 560 17 950 11 303 

Source: BER’s own calculations using Trialogue’s CSI estimate for 2015 and Quantec’s 2012 SAM for the South African 
economy 

The total output impact combines all direct, indirect and induced impacts and presents the potential 

increase in output of all the production activities in South Africa. The economy-wide value of production 

that can potentially be stimulated by efficient CSI expenditure is estimated at R25.6 billion.  

The results from the SAM-based analysis show that effective CSI spending can potentially increase the 

South African gross domestic product (GDP) by R12.5 billion.  

Efficient CSI expenditure can furthermore contribute R7.7 billion to labour remuneration.  

Apart from the output, GDP and labour income impacts, CSI can importantly also make a substantial 

contribution to employment in South Africa. It is estimated that efficient expenditure on CSI can sustain 

62 295 jobs in the South African economy. Looking at the skills breakdown, Table 1 illustrates that skilled 

employment, followed by semi- and unskilled employment stand to gain the most from corporate 

spending.   

In order to illustrate how the private sector’s contribution to social development in South Africa has grown 

over time, it was decided to compare the economy-wide impact of overall CSI expenditure in 2000100 with 

the estimated impacts of spending in 2015101.  

                                                
100CSI expenditure in 2000 was converted to 2015 values using the consumer price index (CSI). 

101 Please note that due to the structural changes that the South African economy, and especially the labour force, has 
undergone over the past 16 years it is not technically correct to use the same SAM to calculate the impacts in 2000 and 
2015. However, due to data limitations, this analysis is based on the assumption that the structure of the SA economy 
has stayed the same since 2000. This is intended purely for comparative purposes and is not a true reflection of actual 
impacts in 2000.  
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Figure 5 illustrates that apart from education that received the bulk of CSI funding in both 2000 and 2015 

(47%), there were some shifts in the distribution of funding across the development sectors, most notably 

in health, enterprise development and food security and agriculture.  

Figure 5: Composition of CSI expenditure: 2000 versus 2015 

 

Source: Trialogue 

In 2015 values, CSI expenditure in 2000 amounted to R4.285 billion. The results from the SAM-based 

analysis illustrate that the impact on output, GDP, labour income and employment has almost doubled 

since 2000 (see Table 2).    

Table 2: Economy-wide impact of efficient CSI: 2000 versus 2015 (in constant 2015 values)102 

 
2000 

(in constant 2015 
prices) 

2015 

Output  13 648 596 927 25 632 976 983 

GDP 6 597 445 823 12 457 492 217 
Labour income 4 070 758 827 7 670 216 676 

Employment (number of 
jobs sustained)   

Total 32 741 62 295 
Highly skilled 6 063 11 482 
Skilled 11 443 21 560 
Semi- and unskilled 9 216 17 950 
Informal 6 019 11 303 

Source: BER’s own calculations using Trialogue’s CSI estimate for 2015 and Quantec’s 2012 SAM for the South African 
economy 

                                                
102 Please note the caveat in footnote 97 when comparing the results. 
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Please refer to the glossary on the BER’s website 
for explanations of technical terms. 

 

Conclusion 

CSI has increased significantly in importance all over the world and South Africa is no exception – in fact, 

in many respects, it is leading the way. This report has argued that there is a strong economic, legal and 

ethical case for CSI in South Africa. According to the business case, CSI may lead to significant economic 

benefits that make it fully in line with the company’s economic responsibilities. The legal responsibility for 

CSR in South Africa involves regulations around issues of transformation and equal access to 

opportunities. Moreover, there is a strong ethical and philanthropic case for CSR interventions in 

developing countries like South Africa, where there are serious developmental challenges. CSI should not 

merely be motivated by society’s expectations or complying with prescriptions. CSI should be viewed as a 

professional discipline that contributes to the sustainability of a company’s business activities and creates 

win-win synergies which contribute to the bottom line103.  

 

If companies engage in CSR programmes, which they certainly should, they should make them as effective 

and impactful as possible. The impact of CSI projects should be maximised by following international best 

practices. The report highlighted broad success factors that are characteristic of successful strategic CSR 

programmes, including centrality, specificity, proactivity, voluntarism and visibility. Best practice principles 

for CSR activities were discussed, which include aligning CSI projects with the business’s core capabilities, 

engaging with stakeholders, creating capacity within the company, engaging in strategic projects, building 

partnerships, and measuring and communicating outcomes properly. A few specific examples of CSI 

projects in South Africa were highlighted in order to illustrate best practice principles in action. Naturally 

there are challenges, but CSI already has a large positive impact in South Africa and could potentially 

make an even bigger impact on the country. 

 

The results from the EIA demonstrated that if corporate SA is able to spend their existing CSI contributions 

efficiently, they can potentially contribute a substantial R25.6 billion to output, R12.5 billion to the South 

African economy in the form of gross domestic product, R7.7 billion to labour remuneration and can 

sustain 62 295 employment opportunities.  

 

Findings such as this also point to the importance of initiatives such as Nation Builder, and the Good Giving 

Benchmarking Tools that aim to assist businesses to achieve the best possible impact through their CSI 

initiatives, and, in the words of Paschal (2016), “to bring together businesses that believe in going beyond 

compliance-driven social investment and sharing best practice information on social investing104”.  

 

CSI plays an important role in creating an environment that allows for more inclusive economic growth 

and this report has shown that the potential impacts of already existing expenditure is highly significant in 

the current South African context. 

 

                                                
103 Van Den Ende, L. 2004. “Corporate Social Responsibility in South Africa: Fact or Fiction.” University of Johannesburg. 

104 Muthobi Foundation and Nation Builder Trust. 2016. Good Giving Guide for Business. 

http://www.ber.ac.za/glossary/2117.aspx
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