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Abstract 
 
This paper reviews sustainability reports of selected listed South African companies in 
relation to extant literature to determine its impact on sustainable ethical business 
practices. The paper adopted the four key principles of ethical behaviour in the principal-
agent relationship as provided by Quinn and Jones (1995) to analyse selected South 
African firms attempts to conduct their businesses in a sustainably responsible manner 
using the content analysis method.  Findings indicate the difficulty to measure a direct 
ethical business practices. The paper concludes that while it is necessary for organizations 
to comply with sustainability regulations; attempts should be made to ethically integrate 
and improve conventional business practice in a sustainable manner.  
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Introduction 
Corporate Social Responsibility (CSR) is linked to stakeholder theory and has become a 
major issue for organizations as a result of sustained pressure for improved environmental 
performance from lobby groups under the current social climate. But organizations have a 
moral responsibility to act in an ethical manner by conducting their business in a socially 
responsible manner to satisfy the interests of all stakeholders. Quinn and Jones (1995) 
argue that since managers have no special rules that allow them to ignore their moral 
obligation as agents, they have to adhere to ethical behaviour whether it is profitable or 
not.  Quinn and Jones (1995) then provide four principles to favour their argument for 
applying ethical behaviour namely avoid harm to others (environmental responsibility), 
respect the autonomy of others (social responsibility), avoid lying (honesty), and honour 
agreements (economic responsibility). They claim that the principal-agent relationship 
could only hold if these principles are adhered to. 
 
Considering that the requirements of the King III Code on the principles of Sustainability 
Reporting is a positive step to actualise the sustainable development agenda in South 
Africa, the effect of this required exercise on the society and the environment in relation to 
sustainable business practice rather than on compliance, is the focus of this study.  The 
question here is whether those organizations that provide sustainability reporting are 
improving on integrating their conventional business approach by adopting sustainability 



 

their sustainability reports are obligatory or voluntary? Moreover, there are skills 
shortages among existing accountants to provide organisations with reliable sustainability 
financial and non-financial information for inclusion in annual reports (Jinabhai, 2005). 
The objective of the study is to review sustainability reports of selected listed South 
African companies in relation to extant literature to determine its impact on sustainable 
ethical business practices. The study made use of empirical evidence from secondary 
sources on selected sustainability reports from selected Johannesburg Stock Exchange 
(JSE) listed companies complying with the requirements of the King III sustainability 
reporting code of governance. The rest of the paper is structured as follows: stakeholder 
theory; the King III Code on the principles of sustainability reporting; sustainability 
reporting and sustainable ethical business practice; methods; analysis; discussion; and 
conclusion. 
 
Stakeholder theory 
Proponents of normative Stakeholder theory argue that principled moral reasoning should 
motivate management decisions (Quinn and Jones, 1995). Other proponents indicate that 
should be the appropriate motivating principle (Quinn and Jones, 1995). But supporters of 
shareholders wealth maximisation contend that legal, ethical, and social issues should be 
considered (Lee et al. 2012). For the purpose of clarity, this paper focuses on that aspect of 
Sustainability encompasses organizations environmental, social, and economic 
responsibilities. Conversely, organizations should not only consider satisfying 
shareholders interest, but uphold the interest of other stakeholders as well. Due to 
conflicting interests among stakeholders, Argenti (1993) criticises the Stakeholder theory 
on the ground that it could lead to inefficiency and sub-optimality.  He suggests that multi-
purpose organizations should transform into single purpose organizations while 
categorising all stakeholders, except shareholders, into interest groups having stakes in the 
organization, but having no claim other than that specified in law. 
 
While the Stakeholder theory arises from a social perspective on corporate governance; 
Freeman (1984) proposed a general theory of the firm which incorporates corporate 
accountability to a broad range of stakeholders.  Likewise, the development of this theory 
has brought the role of organizations in society under scrutiny on issues such as 
organizational impact on employees, the environment, local communities and the 
shareholders (Edgley, Jones & Solomon, 2010). Similarly, social and environmental 
pressure groups are set to gather information targeted at organizations whose activities are 
considered unethical towards their stakeholders (Edgley et al. 2010). This information 
measure the responsiveness of an organization towards fulfilling its moral obligation to 
reports which in recent times have integrated social responsibility reports, known as CSR 
reports.   
 
 



 

The King III Code on the principle of Sustainability Reporting  
In South Africa, efforts were made to encourage organizations to report on their 
sustainability practice as stipulated by the King III Code on the principle of Sustainability 
Reporting (Institute of Directors, IOD, 2009). Sustainability Reporting in South Africa is a 
requirement by the JSE for listed companies to respond to a combination of societal trends 
and the concerns of an unsettled international investor community (IOD, 2009). 
Sustainability reporting is part of a wider corporate governance code; a mechanism 
instituted as a response to growing concern over the security of investments in South 
Africa. Also, sustainability reporting has become a useful mechanism for communicating 
with local stakeholders who challenge businesses on matters pertaining to CSR and other 
environmental issues (Ingenhoff and Sommer, 2011). Annual sustainability reporting to 
stakeholders is meant to ensure that organizations are able to reasonably reduce societal 
conflict while demonstrating that policies, procedures and environmental management 
systems are in place to help manage organizational and societal challenges (IOD, 2009; 
Pacheco, Dean & Payne, 2010).  
 
The requirement to report on the social, environmental and economic activities to 
stakeholders annually by South African companies are on the increase through an 
integrated reporting system which contains conventional financial information, operational 
data, and sustainability information (IOD, 2009).  More importantly, an integrated 
reporting system is designed to incorporate social, environmental, and economic 
performance report into existing conventional financial reporting system to external 
stakeholders (Gray, 2006). To this end, the International Integrated Reporting Council 
(IIRC) encouraged a revolutionary change in the reporting systems of organisations to its 
stakeholders by including their environment activities in current reports (Soyka, 2013).  
 
In South Africa, the King III sustainability reporting is an initiative that requires 
organisations to report on an annual basis their environmental activities to stakeholders 
(IOD, 2009). The numbers of South Africa
reports under the King III Code has increased considerably to above 420 between 2010 
when the code was launched to date (IRAS, 2012). The King III sustainability reporting 
initiative was meant to improve on the environmental and social performance of 
organisations in South Africa.  But this initiative is stumbling.  The first problem with this 
initiative is the lack of standardised approach to reporting sustainability issues by these 
organisations (IRAS, 2012).  
 
Organisations may provide sustainability reporting to stakeholders for some of the 
following reasons: Good corporate image: the ability to provide both financial and non-

ial report 
 (Dey et al. 

2011). Legitimacy: it ensures that organisations are compliant with the requirements of the 
King III on sustainability reporting (Castelló & Lozano, 2011; Du & Vieira Jr, 2012). 

 since most investors have become environmentally conscious, a 



 

its annual financial reports will ensure that investors remain loyal to the organisation (Lee, 
2012). Fulfil ethical and corporate social responsibility: 
ethical and Corporate Social Responsibility (CSR), reporting on its environmental impact 
and its effort to reverse its negative impact helps to promote its social responsibility 
(Carroll & Shabana, 2010). 
 
In South Africa, the focus on sustainability reporting is a requirement by the King III Code 
for all listed companies on the Johannesburg Stock Exchange (JSE) (IOD, 2009). This 
requirement ensures that companies report their environmental footprint to stakeholders to 
conform to GRI. The King III Code is a regulatory requirement of the Johannesburg Stock 
Exchange (JSE) for organisations to provide sustainability reports (IOD, 2009).  This 
reporting initiative is designed to shift corporate accountability and reporting approach 
towards integrated reporting, both in reporting form and purpose.  The major goal of this 
reporting shift is to encourage corporate sustainability practice among organisations and 
promote sound and quality sustainable decisions (IOD, 2009).  But the quality of 
sustainability decisions depends on the quality of sustainability information available to 

reporting is captured and 
reported may have profound implications for future sustainability practices among 
business entities.  
 
Sustainability reporting and sustainable ethical business practice 
The growing demand for greater accountability from corporate organizations for more 
disclosure of financial and non-financial information is meant to make organizations pay 
greater attention to the environmental and social impact of their investment strategies 
(Eccles et al. 2014).  The motivation for business to embrace sustainability reporting tends 

-term savings. Although, sustainability 
has often been mentioned as goal of businesses; yet measuring the degree to which an 
organization is being sustainable can be difficult (Liu, 2003). Similarly, measuring costs 
and benefits associated with corporate sustainability is intricate primarily due to the lack 
of standardised reporting (Szekely & Knirsch, 2005). Notwithstanding, sustainability 
requires a balance among competing social, economic, and environmental objectives 
(Litman & Burwell, 2006). Moreover, business success can no longer be determined only 
by monetary benefits but also on how an organization is able to manage the impact of its 
activities on the society as a whole. Hence, corporate concerns require a radical shift of 
approach to balance these competing objectives.  
 
Because of the growing demand for greater accountability from corporate organizations 
for more disclosure on both financial and non-financial information, organizations are 
meant to pay greater attention to the environmental and social impact of their investment 
strategies (Nikolaeva & Bicho, 2011; Frias Aceituno et al. 2014). The concept of 
sustainability is anchored on social, economic, and environmental balance for current and 
future survival of the planet. As such, efficient resource usage will ensure that future 
generations have resources they need to survive. Adopting sustainability practices 
throughout all aspects of human endeavour, especially in business operations will promote 



 

a safe environment for both society and businesses as well (Daily & Huang, 2001). 
However, business sustainability involves the management of the triple bottom line, a 
process through which organizations manage their social, economic and environmental 
risks, obligations, and opportunities (Aguilera, Rupp, Williams & Ganapathi, 2007). Even 
more, there are a number of best practices to ensure that sustainability practices are 
embedded into organizational strategies. Some of these best practices include 
and reporting and disclosure. Under those circumstances, the demand by regulations for 
organizations to consistently provide sustainability reports as part of annual integrated 
reports require the integration of sustainability principles and concepts into business 
operations.  
 
The level of integration between the qualitative and quantitative information depends on 
the extent to which the organization has managed to improve its social, environmental, and 
economic effectiveness and efficiency in a reporting period must be considered before its 
inclusion in sustainability reporting (Roca & Searcy, 2012). Similarly, Lozano and 
Huisingh (2011) affirm that sustainability reporting is increasingly recognised as an 
sustainable. Nevertheless, the increasing demand of products and services from 
sustainably responsible organizations and the growing emphasis on environmental 
sustainability issues have made it increasingly important for organizations to identify and 
report on its ability to reduce it impacts (Caniato et al. 2012; Ramos et al. 2013). 
Incidentally, sustainability reports should communicate useful information to stakeholders, 
although, its ability to influence sustainable business practice has been questioned 
(Manetti, 2011).   
 
Method 
Using the content analysis method, the paper reviewed annual sustainability reports of 
selected listed companies on the JSE. The paper reviewed latest sustainability drives 
among these companies based on their environmental, social and economic performances 
in an attempt to comply with the King III Code on the principle of Sustainability 
Reporting. In doing this, the paper adopted the four key principles of ethical behaviour in 
the principal-agent relationship as provided by Quinn and Jones (1995) to analyse the 

inesses in a sustainably 
responsible manner. The review covers 15 companies that are listed on the JSE and the 
analyses is contained in Table 1 below. The companies were selected based on the 
accessibility to their sustainability reports on the individual 
sustainability reports covered reports for the year 2013 which is commonly available for 
the selected companies since their financial year ends are not concurrent. The review 
covered various companies from selected South African business sectors which include 
extractive, manufacturing, merchandising, and service sectors. The choice of companies 
from the different sectors is to provide a diversity of evidence. 
  
 



 

Content Analysis of Selected South African Companies 
In analysing the sustainability ethical behaviour of companies in South Africa, the four 
principles, as provided by Quinn and Jones, were merged into three key sustainability 
issues, namely: environmental, social and economic responsibilities. This paper considers 
honesty as a social ethical responsibility of a firm; hence, it is merged into social 
responsibility. Table 1 present analysis of sustainable ethical business behaviour of 15 
selected South African firms listed on the Johannesburg Stock Exchange (JSE) with 
regards to their responses to these key sustainability issues. 
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Discussions  
Although, the numbers of South African companies complying with King III Code on the 
principle of Sustainability Reporting have increased considerably, this trend does not indicate 
a corresponding improvement at integrating ethically sustainability practices into 
conventional business practices. This study argues that many companies continue to operate 
using conventional business approach while legitimising their actions through the production 
of tailored sustainability reports. Meanwhile the King III code on the principle of 
sustainability reporting was developed to improve environmental and social performance 
among South African companies from an ethical point of view (IOD, 2009). But a review of 
reporting sustainability issues. Incidentally, this lack of standardised reporting system have 
led these companies to devise individual approach to generate sustainability report as a means 
to comply with sustainability reporting requirement but not necessarily based on ethical 
motivation (Ramos et al. 2013). Deriving from the lack of standard is the misconception by 
the initiators, that is, the South African Institute of Director (IOD) that producing annual 
sustainability report even though tailored to report on positive activities will invariably result 
in improvements to environmental and social responsibilities of these organizations.  In 
contrast, the lack of standardised reporting approach has created a gap for management to 
manipulate their sustainability reports. The skills shortages among existing accountants 
identified by Jinabhai (2005) is a reason future sustenance of the King III Code requirement 
on sustainability reporting in South Africa may be under threat.  Hence, in order to sustain 
this sustainability reporting requirement trend, a more holistic approach is needed to ensure 
that future accountants are well educated to meet the skills demand for generating accurate 
financial and non-financial information sustainability information. 
 
The review shows that companies make efforts to report their sustainability initiatives 
without an explanation on whether these sustainability drives are obligatory or voluntary. An 
example is the worsened situation about the inability of Eskom, the state-owned power utility 
company to address the problem of infrastructural failure leading to load-shedding and 
blackouts in South Africa. This recent event and reality raises doubts about the ethics of 

s and questions its genuineness and 
reliability.  A cursory look at these sustainability reports indicate that these organizations 
continue to do business as usual, using tested conventional business approaches to meet 
increasing demands of customers without ethical consideration for an improved sustainable 
business practice. Despite incentives to encourage and promote sustainability disclosure and 
reporting through annual awards for the most compliant company in South Africa; the lack of 
necessary manpower, skills, adequate knowledge and understanding of sustainability issues 
on what to include in these reports, remain a great threat to achieve the objective of the 
reports design.     
 
One useful step to promote sustainability practices among these organizations is to identify 
possible economic benefits associated with its implementation.  Such economic benefits will 
include cost savings through cleaner production systems and a shift to less a carbon intensive 
production system to reduce the effect of negative environmental impact on both the society 



 

 

and the organization (Napp et al. 2014). The determination and identification of possible 
economic benefit will help managers as agents of these organizations to become more 
ethically responsible thereby translating to improved sustainable business practices and better 
environment.  For instance, Murray and Roberts have at least disclosed their increasing 
carbon footprint it has nevertheless increased despite attempts to curtail its emissions. The 
inability to red
revise its environmental impact from an ethical point of view. The implication of this practice 
indicates the quest to increase output and profitability without considerations for 
environmental improvements. Improved environmental performance and organizational 
profitability depend on the responsible use of scarce resources available to the organization, 
such as water, energy, and input materials, as well as the ability to determine unsustainable 
and wasteful-producing business practices.  As such, agents are compelled to adapt 
sustainable practices into conventional business approaches while driving profitability, 

 
 
Conclusion  
A significant step to align corporate objectives with ethical sustainability reporting 
responsibility by companies have been taken by the Institute of Directors of South Africa 
(IODSA) through the King III Code the principle of Sustainability Reporting that requires 
companies to report their sustainability and environmental impact to stakeholders annually. 
While, progress have been made to report on sustainability activities by the selected JSE 
listed companies;  these reports have yet to translate into envisaged ethical culture for 
sustainable business practices by the IODSA. This paper suggests that, while organizations 
are trying to comply legally with the King III Code requirement on Sustainability Reporting, 
attempts should be made by agents to ethically integrate and improve their conventional 
business approach with sustainability practices. Further research is encouraged into 
individual companies to determine the level of ethical compliance in relation to sustainability 
issues and what motivates them to report their sustainability activities to stakeholders.  
  
References  
Aguilera R, Rupp D, Williams C, Ganapathi J. 2007. Putting the S back in corporate social 

responsibility: A multilevel theory of social change in organizations. Academy of 
Management Review 32(3): 836-863. 

Argenti J. 1993.  Your organization: what is it for? New York: McGraw Hill. 
Caniato F, Caridi M, Crippa L, Moretto A. 2012. Environmental sustainability in fashion 

supply chains: An exploratory case based research. International Journal of 
Production Economics 135(2): 659-670. 

Carroll A, Shabana K. 2010. The business case for corporate social responsibility: a review of 
concepts, research and practice. International Journal of Management Reviews, 12(1): 
85-105. 



 

 

Castelló I, Lozano J. 2011. Searching for new forms of legitimacy through corporate 
responsibility rhetoric. Journal of Business Ethics, 100(1): 11-29. 

Daily B, Huang S. 2001. Achieving sustainability through attention to human resource factors 
in environmental management. International Journal of Operations & Production 
Management 21(12): 1539-1552. 

Dey A, LaGuardia P, Srinivasan M. 2011. Building sustainability in logistics operations: a 
research agenda. Management Research Review, 34(11): 1237-1259. 

Du S, Vieira Jr E. 2012. Striving for legitimacy through corporate social responsibility: 
Insights from oil companies. Journal of Business Ethics, 110(4): 413-427. 

Eccles R, Ioannou I, Serafeim G. 2014. The impact of corporate sustainability on 
organizational processes and performance. Management Science 60(11): 2835-2857. 

Edgley C, Jones M,  Solomon J. 2010.  Stakeholder inclusivity in social and environmental 
report assurance.  Accounting, Auditing & Accountability Journal 23(4): 532-557. 

Freeman R. 1984. Strategic Management: A Stakeholder Perspective. Englewood Cliffs, NJ: 
Prentice Hall. 

Frias Aceituno J, Rodríguez Ariza L, Garcia Sánchez I. 2014. Explanatory factors of 
integrated sustainability and financial reporting. Business Strategy and the 
Environment 23(1): 56-72. 

Gray R. 2006. Social, environmental and sustainability reporting and organisational value 
creation? Whose value? Whose creation? Accounting, Auditing and Accountability 
Journal, 19(6): 793-819. 

Ingenhoff D, Sommer K. 2011. Corporate Social Responsibility Communication. Journal of 
Corporate Citizenship (42): 73-91. 

IOD Institute of Directors South Africa. 2009. King Report on Governance for South Africa, 
Johannesburg: Institute of Directors South Africa. 

IRAS Integrated Reporting and Assurance Services. 2012. KING III & GRI +13. 
http://www.iras.co.za/E635082C-AAC2-42FB-89F4-
F0F3EA3BA60B/FinalDownload/DownloadId-
51D7A099268CC81CE3D52FA554E63950/E635082C-AAC2-42FB-89F4-
F0F3EA3BA60B/Documents/Research/King_III_and_GRI_13_Research_Report.pdf. 

Jinabhai D. 2005. New challenges for South African development and training linkages to 
empirical research. Public Personnel Management, 34(1): 85-101. 



 

 

Lee K. 2012. Linking stakeholders and corporate reputation towards corporate sustainability. 
International Journal of Innovation and Sustainable Development, 6(2): 219-235. 

Lee Y, Lee K, Li D. 2012. The impact of CSR on relationship quality and relationship 
outcomes: A perspective of service employees. International Journal of Hospitality 
Management 31(3): 745-756. 

Litman T, Burwell D. 2006. Issues in sustainable transportation. International Journal of 
Global Environmental Issue, 6(4): 331-347. 

Liu, Z. 2003. Sustainable tourism development: A critique. Journal of Sustainable Tourism 
11(6): 459-475. 

Lozano R, Huisingh D. 2011. Inter-linking issues and dimensions in sustainability reporting, 
Journal of Cleaner Production 19(2): 99-107. 

Manetti G. 2011. The quality of stakeholder engagement in sustainability reporting: empirical 
evidence and critical points. Corporate Social Responsibility and Environmental 
Management 18(2): 110-122. 

Napp T, Gambhir A, Hills TP, Florin N, Fennell PS. 2014. A review of the technologies, 
economics and policy instruments for decarbonising energy-intensive manufacturing 
industries. Renewable and Sustainable Energy Reviews 30: 616-640. 

Nikolaeva R, Bicho M. 2011. The role of institutional and reputational factors in the 
voluntary adoption of corporate social responsibility reporting standards. Journal of 
the Academy of Marketing Science 39(1): 136-157. 

Pacheco D, Dean T, Payne D. 2010. Escaping the green prison: Entrepreneurship and the 
creation of opportunities for sustainable development. Journal of Business Venturing 
25(5): 464-480. 

Quinn D, Jones T. 1995. An agent morality view of business policy. The Academy of 
Management Review 20: 22-42. 

Ramos T, Cecílio T, Douglas C, Caeiro S. 2013 Corporate sustainability reporting and the 
relations with evaluation and management frameworks: the Portuguese case. Journal 
of Cleaner Production 52: 317-328. 

Roca L, Searcy C. 2012. An analysis of indicators disclosed in corporate sustainability 
reports. Journal of Cleaner Production 20(1): 103-118. 

Soyka P. 2013. The International Integrated Reporting Council (IIRC) Integrated Reporting 
Framework: Toward Better Sustainability Reporting and (Way) Beyond. 
Environmental Quality Management, 23(2): 1-14. 



 

 

Szekely F, Knirsch M. 2005. Responsible leadership and corporate social responsibility: 
Metrics for sustainable performance. European Management Journal 23(6): 628-647.  

WWF World Wildlife Fund. 2012. Water Footprinting:Identifying and Addressing Water 
Risks in the Value Chain. Available at: 
http://awsassets.wwf.org.za/downloads/sabmiller _waterfootprinting_report_final.pdf 
(Accessed 3 December 2012). 

 
 
  


