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Integrated thinking & value creation:
the concepts




Setting the scene

Company and industry drivers

O Changes driven by stakeholders:
E,g. Evolving investor behaviour, especially in the context of

L Demographics (population ESG/SDG preferences and longer term value creation
growth/migration, etc.) 0 Changes driven by societal changes:

J Climate change E.g. A license to operate based on the impacts a business makes

J Biodiversity loss across its entire value chain and trust and accountability driven by

- Widening inequalities Technology corporate scandals and failures, as well as the global financial
Innovation crisis, have resulted in low scores for many businesses on these

0 Speed and amplification of change matters

O Internal changes:
Q' Coronavirus pandemic (2020) E.g. New innovations driving change, as well as intensifying other
trends and a shift in horizon expectations with the need to plan for
the medium and long term.
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Integrated thinking:
the concept

THE INTERNATIONAL
<IR> FRAMEWORK

Integrated thinking is the active consideration by an
organization of the relationships between its various
operating and functional units and the capitals that the
organizahion uses or affects. Integrated thinking leads
to integrated decision-making and actions that consider
the creation of value over the short, medium and long
term.

The more that integrated thinking is embedded into an
organization’s achivities, the more naturally will the
connectivity of information flow into management
reporting, analysis and decision-making. It also leads
to better integration of the information systems that
support internal and external reporting and
communication, including preparation of the integrated

T )

Integrated thinking takes info account the connectivity
and interdependencies between the range of factors that
affect an organization’s ability fo create value over time,
including:

o The capitals that the organization uses or affects,
and the critical interdependencies, including trade-
n-ﬂ"s, between them

» The capacity of the organization to respond to key
stakeholders’ legitimate needs and interests

» How the organization tailors its business model and
strateqy fo r&spﬂnd to its external environment and
the risks and opportunities it faces

» The organization’s activifies, performance (fnancial
and other] and cutcomes in terms of the capitals —
past, present and future.
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Integrated thinking:
the concept

Management goal Maximizing profit Optimizing value

Capital focus Financial capital Multi-capital

Timing considered Short term Short term & Long term

Company behaviour  Reactive Proactive




Value creation:

the concept

Value created by an organization over fime T
manifests itself in increases, decreases or - < < < N
transformations of the capitals caused by the —
organization’s business activities and outputs. l ey )
That value has two interrelated aspects — value == | - -|
created for: WIS e I3 02BN
* The organization itself, which enables
financial returns to the providers of financial . .
coia -
* Others |i.e., stokeholders and society at S Sl y
large). T >
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Ethics and ethical culture as a
building block of integrated thinking




Integrated thinking: O
the building blocks 5

Multi capital and multi stakeholder mindset
Collaborative management culture Ethical Culture

Business model understanding

Outcomes based corporate governance




Role of leadership in support of

integrated thinking L

What is Responsible Leadership?
Stakeholder

“... values-based and thorough ethical perspective
principles-driven relationship between
leaders and stakeholders who are

Long term lens

connected through a shared sense of Ethical — do no Responsible
meaning and purpose through which harm and use of
they raise higher levels of motivation sense of duty resources

and commitment for achieving

sustainable values creation and social ]
change” Engages with

qguestion of
(Pless, 2007) purpose




Tone at the top:

Leadership and purpose

** The tone at the top sets an organization's
guiding values and ethical climate.

*¢* Purpose is at the heart of a company and
leadership is responsible for instilling this sense
of company purpose across the organisation.

*** Good leadership means the board can
- meaningfully influence the purpose, culture
""""'-----...____egzm_::;n..-._—,-,.._”_..,-._.;_;_ and strategy of the organisation.




Role of culture in support of

integrated thinking

The culture of the company should facilitate
and stimulate long term thinking CTANDARDS

& POLICIES

O @ -

LEADERSHIP

Organizational culture eats strategy for COMPENSATION
breakfast, lunch and dinner

ENVIRONMENT

& ATMOSPHERE ORGANIZATION

a world manager WorldManagsr.com - Global Leader in Employes Training & Personal Development




Role of ethics in support of
integrated thinking

Training & Leadership,
Reinforcement Supportive

- Environment

& Speak Up

o'.ﬁ

Ethics Programme

Ethical leadership is defined as "leadership that is directed by
respect for ethical beliefs and values and for the dignity and rights

of others." It is mainly concerned with moral development and
virtuous behaviour.

Enhancing Trust and Reputation

Improving Financial and

i Operational Performance


https://www.sciencedirect.com/science/article/pii/S0749597805000397

The governance outcome of ethical
culture & responsible leadership




Outcomes-based governance:
the Concept

Ethical
Culture

Establishment of an

ethical culture within

the organization, so that
interactions with stakeholders
are undertaken in an ethical

manner.

Good
Performance

Well governed organisations
should be run for the purpose
of and in a manner that is
intent on delivering value and
they should report or disclose

results to stakeholders.

Effective
Control

Well governed organisations
have appropriate governance
structures and processes

in place to ensure that the
organization is effectively

controlled.

Legitimacy

Well governed organisation’s
attempt to balance the
legitimate expectations of
its stakeholders by adopting
a stakeholder inclusive
approach to governance.
This builds trust, legitimacy
and a good reputation.

)




Characteristics of
outcomes-based governance

Quality of
governing
body

Stakeholder
engagement

Governing
Purpose

Risk and
opportunity
oversight

Ethical
behaviour




/

Let’s listen to the YouTube clip on the 2020 Edelman Trust
Barometer report and while listening, please reflect on...

paradox” mentioned?

\ competence in today’s business context?

What are the biggest factors giving rise to the so-called “trust

Do you agree that ethical behaviour is far more important than

/

https://www.youtube.com/watch?v=I1Xp7ciGs08A
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https://www.youtube.com/watch?v=IXp7ciGs08A

Ethical culture and leadership

Responsible leaders
understand that

culture eats strategy
for breakfast.

King IV has re-
emphasised ethical
leadership and the
need for Boards to
take an interest in
embedding ethical
culture in the
organisations they
govern.

Questions for directors to ask

Are the Board and Senior Management adequately focused on understanding the culture that exists and seeing adherence

to organisational values and conduct as a strategic imperative? Is this evidenced in practices such as transparency for material
transgressions, and owning the responsibility for identifying and dealing with problems?

Does the Board focus adequately on embedding values and conduct by devoting adequate time to these issues, receiving regular
comprehensive reporting on these issues and participating in internal communication about the desired behaviours?

Do the CEQ and executive team objectives include conduct, values and cultural matters?

Does the CEO and executive team incentive regime have matenal financial consequences for managers whose oversight of desired values
and conduct is weak?

Do the organisation’'s promoticn and hinng processes place matenal weight on compatibility with the desired values?

Do the organisation's supply chain and outsource relationships consider and reflect the desired values and behaviours?

Does the Board consider the ethical business culture of suppliers, clients and customers to ensure an ethical supply chain?
I= there evidence of a culture of welcoming escalation or self-identification of issues,

including the expectation of such conduct, and are there sanctions for wilful blindness?

I= the Board able to disclose the effectiveness of ethics management and the

outcomes thereof?




Ethics Reporting

International Integrated Reporting Framework

“48. An integrated report should answer the guestion: How does the
organization's governance structure support its ability to create value in the short,
medium and long term?”

For example:

“Specific processes used to make strategic decisions and to establish and monrtor
the culture of the organization, including its attitude to nsk and mechanisms for
addressing integrity and ethical issues.”

international (ntegrated Reporting Council 2013, p12

T

l]urathu:; mnnagament sgrstem rects on our six pillars:

, T3

n Laa‘lersrhp
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and ssrateqy
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EI.IiElSI.MI:IaI‘I:IS
and enforcement

V= Ethics
As5essmEent

' Ethics awareness
and understanding

ehics:
eshics in pracsice

The following table outlines our objectives, focus areas and progress in the 2020 reporting year:

| 77 Leadership

Develop sustzinabla

Dngning ethics awamness training ard kadarship

Centirual prometion

Laad to cth ﬂ:dhd:ddnr :'nl:clhlunshlm-ﬂl devaloprmanrt. For more information, refer to the of athice awaranosc
Gmpoiar cthars = "I-:" Fabe Fespan gowernance report on page 88, within Redefina

=, Ethics goals and strategy
Craate and maintain 2 Implamant a halistic
culturs charactarisad Ethics iz a primarny Dngoin siratogy bo improve and
by trust and onganisatonal commitmant Jing embed ethics throughout
acrountabiliy tha omanisatian

- Ethical standards and enforcement

Wia walk the talk’

= |mprova transparancy in
stralegic decisions and
aparating actwitias

= Strengthan govarnance
mechanisms and systam
of internal contrals

= Rovised integrated risk and mompliancs Fremowork.
a5 wall as 3 corporate gavernanos framework
Fraud ard corrupt activitias framescrk and policy
tablod for approval

Frocuremant policy rerowed

Employee code of business conduct eviowed b

srsura it ghes alfect i the company’s commitmant

to gthics
Implamenied = conflict of interest palicy supperted

by communicatian, training and ongoing awaeness

Fviewsd whisteblmaer polioy suppartad by
AWaAMErESs CAmpagrs

Suppliar coda of conduct imtmduced o ersurm that
suppliars uphald our commitment to ethics
Ourvalues form part of performanca managemant
ard sarve a5 & quida during our recruitmant
process

= Supplier rick
assessmant

= |mplement an
annual ketter of
rapresantation

managemant for non-
compliance

= Improwed employes sthics disdosums, complance
and awanrass

= [Ethics awareness and understanding
Promoda adhenenca to Flatiorms used to entrench our cultue and wiues
intsgrity, sthical behaviour includs Onguoing reinforocemsent
W are sarious and conduct maregamant = Orbocarding and induction procass cof organisational values
ahout ethics thrugh corssquance = Internal communicaticrs to anhance ethical

culture furthar

-~ [Ethics assessment

‘W undarstand
cur athical stabus

Manitor athical gualiby and
periormanca of the compary
to idenitify intermntions
timaoushy

conducted among amployess.
Ethics measured a5 part of the axternal board
emlustion process

Achived 3 759 parcentike advancad athical maturity
soame fram tha Ethics Institute in ethics risk sureey

Cerduct annusl
AESREEmants

= Dperational ethics:

ethics in practice

Ourvaluas ams the
driving force in our
oganisation, to ba
authentic towha
wa ara and whana
wa wanl to go

Support and empowar all
Redafine employees in

the fight agairst unethical
bahaviour, Financial crima,
and bribary and corruption,
including incraased support

forwhistls-blowers

Ongoing sthics awaeness training and leadership
davalopmant
Disciplirany action instituted against Imnsgressors

Ongeing inconparation of
thics into kay araas of
tha company's processas
and functions

Redefine ESG Report — example




Chief Value Officer: an emerging role




Emerging role of the
Chief Value Officer

ﬂ'l!FE “The CVO role must ensure that all relevant aspects of value creation and

| destruction are accounted for and communicated to boards,

gl management, and external stakeholders. To achieve this, the CVO will
require deep knowledge and insights about the business to inform

discussion on purpose, values and strategy, risks and opportunities, the
= business model and relevant sources or capitals that the business
R. ;'u'lewm King depends on or affeCtS”.

we JILL ATKING




Think about...

where would —
. Chief Value

into the C- | 1 |

te? |
S U Ite ‘ Chief Financial C.hIGf.I.
Officer Sustainability
Officer
J J

It IS a separate
role?




Wits CVO Programme




CVO Programme Outline

N\

‘ Integrated Thinking and Value Creation
U Three inter-connected short \
courses
0 Designed to enable the Outcomes-based Governance
transition from “chief
financial officer” to “chief /

value officer”
Sustainability (EER) Assurance

/




Programme Benefits and Goals

Knowledge sharing

Skills development and learning from

Contribute to a for finance
AR : local and global
change in mindset professionals to .
e academics,
for positive impact embrace long-term »
: practitioners and
value creation
experts

Drive practical Networking
solution to platform for like-
environmental and minded

social challenges professionals
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